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ABSTRACT
This research explores the incidence of corruption and fraud in Indigenous corporations with
respect to Australian Government grant funds. Since instances of corruption and fraud were
found, this research also determined the extent and nature of this misconduct and whether
cultural and/or other factors and conditions impacted on its occurrence. This information was
then compared to similar data relating to organisations in the wider not-for-profit, private
and public sectors.
The research was conducted in three phases and used a mix of qualitative and quantitative
approaches. This included multiple data collection methods, namely data requests, interviews
and a questionnaire. For the most part, the three phases of the research proceeded
simultaneously.
This research concludes that grant corruption and fraud is not a significant problem in
Indigenous corporations and that when it does occur, it is usually small in financial value.
However, incidents of corruption and fraud in an Indigenous corporation are more likely to
occur where a corporation is reliant on a combination of grant funding and other income. This
is particularly the case for corporations who are reliant on a combination of grants and
income generated from business operations.
This research also concludes that the typical perpetrator of corruption/fraud in an Indigenous
corporation is slightly different to that in a not-for-profit organisation and large organisation
and that the type of corruption/fraud is similar; however different types of organisations
(Indigenous corporation compared to not-for-profit and large organisations) reported
experiencing slightly different types of corruption/fraud.
Finally, this dissertation concludes with some recommendations for future research in
relation to whether complex corporate structures, which include organisations and
subsidiaries incorporated under different legislation, increase the risk and occurrence of grant
corruption and fraud; and how corruption and fraud in a western context compares to
cultural values of kinship and family connectedness in an Indigenous context.
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GLOSSARY
Corruption - a dishonest activity where a person abuses their position of trust to achieve a
personal gain or advantage.
Fraud - a dishonest activity that causes actual or potential financial loss and includes the theft
of moneys or other property whether or not deception is used
Grant(s), grant funds, grant funding - any government funding arrangement whereby the
recipient is selected on merit against a set of criteria irrespective of whether this funding is
provided by way of grants or funding agreements.
Indigenous corporation - An Aboriginal or Torres Strait Islander corporation that is registered
under the Corporations (Aboriginal and Torres Strait Islander) Act 2006 (CATSI Act) and
subject to regulation by the Registrar of Aboriginal and Torres Strait Islander Corporations
(commonly and herein referred to as the Registrar of Indigenous Corporations). This includes
Aboriginal and Torres Strait Islander corporations formerly incorporated under, or in the
process of transitioning from, the Aboriginal Councils and Associations Act 1976.
Indigenous organisation – An Aboriginal or Torres Strait Islander organisation that is
registered under the Corporations (Aboriginal and Torres Strait Islander) Act 2006 (CATSI Act)
or another Commonwealth, state or territory regime. An Indigenous organisation may or may
not be subject to regulation by the Registrar of Indigenous Corporations.
Regional Australia - areas outside Australian capital cities in which access to goods, services
and facilities is not as limited as in Remote Australia.
Remote Australia - any town or area that is significantly removed from major service centres
and where the distance from larger cities and towns restricts, to a high degree, access to a
range of goods, services, and facilities.
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CHAPTER 1: INTRODUCTION
1.1

Problem statement

Grant funds that are provided by governments to organisations are vulnerable to
mismanagement and misappropriation in any organisation, be it an Indigenous corporation or
any other organisation. Yet there are perceptions that Indigenous organisations are fraught
with corruption and fraud, more so than other organisations. This often gives rise to a view
that while governments have outlaid significant funds on Indigenous communities it is the
fault of Indigenous people that their situation is not improving. This attitude can partly be
attributed to the media which has a tendency to focus on allegations of fraud, nepotism and
conflicts of interest in Indigenous organisations. This attitude may also be influenced by
perceptions about cultural issues including the obligation to share money and look after one’s
family, friends and kinship matters.

1.2

Purpose of research

This research aims to explore the incidence, if any, of corruption and fraud within Indigenous
corporations with respect to Australian Government grant funds and compare this to similar
data relating to organisations in the wider not-for-profit, private and public sectors.
Consideration will also be given to factors and conditions that impact on the risk of corruption
and fraud including fraud mitigation strategies employed by Australian Government agencies
and whether these are culturally appropriate for Indigenous corporations.
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1.3

Research objectives

The research objectives are to determine the incidence, if any, of corruption and fraud in
Indigenous corporations with respect to Australian Government grant funds, and if instances
of corruption and fraud are found to:


determine the extent and nature of this misconduct;



determine whether cultural and/or other factors or conditions impact on this misconduct,
or the risk of it occurring; and



compare this information to similar data relating to not-for-profit and large organisations.

1.4

Research scope

This research focuses on corruption and fraud of Australian Government grants within
Indigenous corporations. In some instances, data relating to other organisations (including
Indigenous organisations as well as not-for-profit and large organisations) was sought for
comparative analysis with Indigenous corporations for the purposes of considering the factors
and/or conditions, if any, which increase the risk and occurrence of corruption and fraud in
Indigenous corporations.
For the purposes of this research and to provide clarity, corruption is defined as a dishonest
activity where a person abuses their position of trust to achieve a personal gain or advantage.
Fraud, on the other hand, is defined as a dishonest activity that causes actual or potential
financial loss and includes the theft of moneys or other property whether or not deception is
used (Standard Australia 2003). References to grants, grant funds or grant funding throughout
this research should be taken to include any Australian Government funding arrangement
whereby the recipient is selected on merit against a set of criteria irrespective of whether this
funding is provided by way of grants or funding agreements.
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Indigenous corporations are differentiated from Indigenous organisations throughout this
research. This is because while the focus of this research is on Indigenous corporations, some
data collected related not only to Indigenous corporations but other Indigenous organisations
also. Accordingly, some findings and conclusions apply to Indigenous corporations only while
some findings and conclusions equally apply to other types of Indigenous organisations.
The difference between the terms Indigenous corporations and Indigenous organisations
throughout this research is that references to Indigenous corporations only refers to
Aboriginal or Torres Strait Islander corporations that are registered under the Corporations
(Aboriginal and Torres Strait Islander) Act 2006 (Cth) (CATSI Act) and subject to regulation by
the Registrar of Aboriginal and Torres Strait Islander Corporations (commonly and herein
referred to as the Registrar of Indigenous Corporations). This includes Aboriginal and Torres
Strait Islander corporations formerly incorporated under, or in the process of transitioning
from, the Aboriginal Councils and Associations Act 1976 (Cth) (ACA Act). Conversely,
references to Indigenous organisations includes not just Aboriginal and Torres Strait Islander
corporations registered under the CATSI Act but also other Aboriginal and Torres Strait
Islander organisations that are incorporated under other Commonwealth, state or territory
legislation. An Indigenous organisation may or may not be subject to regulation by the
Registrar of Indigenous Corporations.

1.5

Justification for the research

This research centres on analysis of data to produce new information and provide valuable
insight into the incidence, if any, of corruption and fraud in Indigenous corporations. The
need for research in this area is critical because to date only anecdotal evidence is available as
to the nature and extent of corruption and fraud of Australian Government grant funds in
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Indigenous corporations and there are perceptions that Indigenous corporations and other
Indigenous organisations are fraught with corruption and fraud more so than other
organisations These perceptions tarnish the reputation of Indigenous people as a whole and
cause the public to believe that outlaying further taxpayer dollars to address Indigenous
disadvantage is a waste of funds. It is also possible that these perceptions result in Indigenous
organisations overall receiving less funding than they require or funding being directed
towards non-Indigenous organisations to deliver services to Indigenous communities instead
of Indigenous organisations (including Indigenous corporations) who are just as capable of
delivering these services. In doing so, Indigenous people’s right to self determination may be
undermined by failing to recognise:


the cultural distinctiveness of Indigenous peoples (HREOC, 2003); and



the ‘legitimacy of Indigenous peoples being the primary decision makers on matters that
affect their daily lives and for efforts to build the capacity of Indigenous communities …’
(Aboriginal and Torres Strait Islander Social Justice Commissioner 2003, p. 51).

This research will also help Indigenous corporations understand risks associated with corrupt
and fraudulent behaviour and how other organisations are mitigating those risks.

1.6

Methodology

Broadly speaking, the methodology proposed that the research be approached in three
phases.
Phase one – analysing quantitative and qualitative data available from Australian Government
agencies about reported instances of alleged corruption and fraud of Australian Government
grants, action taken and outcomes achieved, and mitigation strategies employed with respect
to both Indigenous and non-Indigenous organisations. This aimed to ascertain:
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the extent and nature of corruption and fraud of grants;



whether the risk and occurrence of corruption and fraud occurring in Indigenous
organisations (including Indigenous corporations) was any different to that in nonIndigenous organisations; and



whether mitigation strategies employed by agencies are effective, including whether they
are culturally appropriate for Indigenous organisations.

Phase two – conducting interviews with individuals from within an established network who
are familiar with Indigenous organisations and communities and who worked within
Indigenous Affairs at that time. This was to gain greater insight and understanding into issues
such as culture and corporate governance practices that may impact on and/or contribute to
the risk and occurrence of corruption and fraud in Indigenous organisations based on
participants’ personal experiences and observations. Information was also sought about the
perceptions held by participants regarding the extent of corruption and fraud in Indigenous
organisations and also the appropriateness and effectiveness of mitigation strategies
employed by Australian Government agencies. This aimed to:


ascertain the nature of corruption and fraud in Indigenous organisations (including
Indigenous corporations); and



build a profile of contributing factors and conditions which increase the risk of corruption
and fraud occurring in these organisations.

Information obtained during these interviews was used to develop questions that were
included in the questionnaires distributed during phase three.
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To assist in verifying findings and drawing overall conclusions, follow up interviews were also
conducted at the conclusion of phase three with some individuals who participated in the first
set of interviews.
Phase three – analysing qualitative data obtained from questionnaires sent to individuals in a
position to represent Indigenous corporations. This analysis aimed to estimate the extent and
main types of corruption and fraud occurring in these corporations and compare this to
similar data available regarding organisations in the wider not-for-profit, private and public
sectors. This phase also aimed to gauge the level of unreported corruption and fraud in
Indigenous corporations.

1.7

Structure of dissertation

This dissertation consists of six chapters. This first chapter provides a general introduction to
the research. The problem definition and rationale are described and leads to the purpose,
objectives and scope of the research. This chapter also provides justification for the research.
Methodology and the structure of this dissertation are also outlined.
Chapter 2 provides a review of literature relating to grant corruption and fraud and the extent
and nature of corruption and fraud in Australia. This includes definitions of grants, corruption
and fraud and the incidence of grant corruption and fraud in Indigenous organisations. This
chapter also considers factors which may impact on and/or contribute to grant corruption
and fraud.
In Chapter 3 the methodology is discussed. Details of the research design including
information about sample selections and data collection methods, the validity of the survey
instruments, techniques used to analyse data and the issues encountered during
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implementation is provided. This chapter also addresses the limitations, risks and ethical
considerations of this research.
Chapter 4 presents data that was collected throughout the various phases of this research
while Chapter 5 reports the analysis and findings of the data collected and where possible,
compares this to similar data about not-for-profit organisations and large organisations in the
private and public sectors. Finally, Chapter 6 presents some key conclusions about the
research problem and objectives as well as some key findings. Chapter 6 also addresses the
limitations of this research and provides suggestions for future research.
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CHAPTER 2: LITERATURE REVIEW
2.1

Introduction

The literature that was reviewed as part of this research focuses on four major themes:
1. the definition of grants and what constitutes grant corruption and fraud;
2. the extent and nature of corruption and fraud, specifically in relation to grants, in
Australia;
3. the incidence of grant corruption and fraud in Indigenous organisations; and
4. factors which may impact on and/or contribute to grant corruption and fraud.
This review provides discussion about the vulnerability of grants to corruption and fraud and
also provides a comparative analysis of the extent and nature of fraud in not-for-profit
organisations and large organisations in the private and public sectors. Factors which may
impact on or contribute to the risk and occurrence of corruption and fraud in Indigenous
organisations including cultural factors are also identified.

2.2

Grants defined

The Australian National Audit Office (ANAO) (2002) defines a grant as a sum of money given
to organisations and individuals for a specific purpose aimed at achieving goals and objectives
in line with government policy. The ANAO asserts that a grant is a ‘gift’ from the Crown, which
may be subject to unilaterally imposed conditions. However, the ANAO recognises that the
term is generally used to include funding arrangements where the recipient is selected on
merit against specific criteria (2002). This definition is widely accepted by the Australian
Government as well as state and territory governments such as the New South Wales (NSW)
and Australian Capital Territory (ACT) Governments (2002; 2003; see also Auditor General,
Victoria 2000; the Audit Office of New South Wales 2002; ACT Auditor General 2003) and is
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also supported by the Australian Government Solicitor (AGS). However, the AGS (2006)
clarifies this definition by asserting that grants are used when funding is provided under
conditions set by legislation or where the funding agency will want to recover funds if the
recipient does not comply with the grant conditions. Conversely, funding agreements are
used instead of grants where legislation would otherwise be required to enforce the
conditions of funding. For this reason, the AGS notes that Australian Government agencies
are starting to use funding agreements instead of grants as it is considered that these
agreements ‘achieve greater accountability in the allocation of public funds … *because+
funding agreements provide a clear articulation of the funding relationship and what is
expected’ from all parties (2006, p. 1). Notwithstanding this clarification, the general use of
the term ‘grant’ is considered most appropriate for this literature review. On this basis,
references to grants or grant funds throughout this dissertation should be taken to include
any government funding irrespective of whether this funding is provided by way of grants or
funding agreements.

2.3

Grant corruption and fraud

According to the ANAO (2002), grants and assets purchased with grants are susceptible to
corruption and fraud. This type of misconduct ultimately impacts on those who are supposed
to benefit from the programs and services that are funded through grants. This is because
funds are used for purposes outside that for which they were intended, resulting in a breach
of the terms and conditions of the grant. However to fully understand the nature of
corruption and fraud that can occur with respect to grants and assets purchased with grant
funds, it is first necessary to gain an understanding of what the terms corruption and fraud
relate to.
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The term ‘corruption’ is used to capture a large range of illegal activities and as such, there is
a significant amount of literature containing definitions as to what constitutes corruption.
This is confirmed by the Asian Development Bank (ADB) which asserts that, ‘there is no
universal or comprehensive definition as to what constitutes corrupt behaviour’ (1998, p. 3).
Both the World Bank (1997) and Transparency International define corruption as the ‘abuse
of public office for private gain’ (2006, p. 29), while the Independent Commission Against
Corruption (ICAC) derives its definition from the Independent Commission Against Corruption
Act 1988 (New South Wales) (ICAC Act). This Act defines corruption as misconduct that
adversely affects the honest and impartial exercise of the functions of public officials. Both
the ADB (1998) and Pearson (2001) note that these definitions focus on corruption in the
public sector. As such, and as pointed out by Gorta (2001), these definitions do not apply to
not-for-profit or private sector employees or community members except where an
individual’s behaviour directly and adversely affects a NSW public official’s performance in
their public duty, in which case the definition provided by ICAC applies.
The ADB, Standards Australia and authors such as Wells provide a broader definition of
corruption. The ADB defines corruption as ‘the abuse of public or private office for personal
gain’ (1998, p. 3) while Wells defines corruption as the wrongful use of influence in a business
transaction to obtain benefits for one’s self or others at the expense of one’s employer
(2005). Wells’ definition of corruption is not that different to that given by Standards
Australia, which defines corruption as a dishonest activity where a person abuses their
position of trust to achieve a personal gain or advantage. This definition is not limited to
public officials but, as specified by Standards Australia, extends to any person in a position of
trust such as ‘a director, executive, manager, employee or contractor of an entity’ (2003, p.
10).
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Interestingly, the Commonwealth Fraud Control Guidelines (2002) do not define corruption
but include corruption as a type of fraud that can be committed against the Australian
Government. These guidelines define fraud as ‘dishonestly obtaining a benefit by deception
or other means’ (p. 4). Conversely, Wells (2002) considers that fraud is a subset of corruption
and defines fraud as the taking of property, or other financial advantage, by false
misrepresentations, which induce the owner to part with something valuable or to surrender
a legal right. These definitions of fraud are also not that different to Standards Australia’s
definition, where fraud is defined as a dishonest activity that ‘causes actual or potential
financial loss … *and+ includes the theft of moneys or other property … whether or not
deception is used’ (2003, p. 10).
Dishonest activity is identified as a common element of Standards Australia’s definitions of
corruption and fraud. However the main differences between these definitions are that:


a person does not have to be in a position of trust to commit fraud whereas a key element
of corruption is an abuse of trust; and



corrupt activity aims to result in personal gain or advantage which may or may not be
financial while fraudulent activity aims to result in some sort of financial benefit.

Standards Australia’s broad definitions of corruption and fraud are considered to be the most
appropriate definitions for the purposes of this research, given that these definitions are not
limited to the actions of public officials. As such, these definitions will be relied upon
throughout this research.
Grants and assets purchased with grant funds are at risk of misuse and misappropriation
through corruption and fraud as defined above. However, corruption and fraud of grants and
assets purchased with grants only occurs, Olson contends (2006), when an individual knows
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right from wrong but consciously makes the wrong choice. The key attribute is dishonesty
which distinguishes innocent conduct from corruption and fraud (Parliament of Victoria
2002).
Olson (2006) asserts that grants may be misappropriated in a number of ways, including
creating false documents or fictitious employees, altering amount and/or payee details on
cheques or EFT transactions, and using the assets of an organisation, such as a motor vehicle
or office equipment, for personal benefits without consent. Grants can also be
misappropriated through corrupt behaviour including conflicts of interest. The ANAO (2002,
p. 24) defines a conflict of interest to be ‘where a person makes a decision or exercises a
power in a way that may be … influenced by either material personal interests (financial or
non-financial) or material associations’. This is similar to definitions provided by the ADB
(1998) and authors such as Greenlee et al. (2006) and Shaw (1999). These authors assert that
conflicts of interest include situations where an individual makes a decision which is in the
interests of associates, co-workers or their own private business ventures.
According to Manning (2000), indicators of corrupt behaviour involving conflicts of interest
include unusual favouritism to particular vendors, unexplained lack of competition for
contracts, excessive or illogical use of consultants, and direct/indirect financial interests. This
is supported by Olson (2006) who states that grant recipients have a duty to make decisions
about the use of grant funds that are in line with the rules of the grant. Olson further states
that conflicts of interest arise when an individual disregards this and makes decisions or takes
actions which are in their own interests or the interests of relatives. Where advantages are
obtained through family relationships, this is a form of a conflict of interest referred to as
nepotism (ORAC 2005) or in the case of advantages obtained through friendships, cronyism
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(ICAC 1997). Examples of each include disposing of an asset to relatives/friends for a cheap
price, favouring relatives/friends in the allocation of housing or deliberately failing to collect
rent from relatives/friends (ICAC 1997).

2.4

The extent and nature of corruption and fraud in Australia

The Commonwealth Fraud Control Guidelines (2002) assert that fraud is the most expensive
category of crime in Australia. However, as stated by Grabosky (1991, p. 7), ‘the value of
public resources lost each year in Australia because of fraud … defies precise quantification’.
This is because as Smith asserts, no data or statistics are available to provide reliable
information as to the actual extent of corruption and fraud in Australia due to ‘Australia’s
piecemeal approach’ to fraud data collection (1997, p. 1).
The Australian Bureau of Statistics (ABS) does not collect data about fraud and deceptionrelated crime (AIC 2008b) with the exception of data relating to individuals who are
incarcerated for these types of offences (ABS 2008).1 Under the classification of deception
and related offences, the ABS captures offences relating to bribery and fraud. The ABS (2008)
reported that a total of 871 individuals (671 males; 200 females) were incarcerated for
Commonwealth, state and/or territory offences involving deception and related offences as
at 30 June 2008. This comprised 3.15% of those incarcerated for that year and indicates that a
relatively low number of individuals are incarcerated for deception related offences as their
most serious offence. However, the data recorded does not specify whether any person was
specifically incarcerated for corruption or fraud of grant funds. This is similarly the case in
relation to statistics published by the Commonwealth Director of Public Prosecutions (CDPP).
See for example, the CDPP’s annual reports for the years 2003/04 through to 2007/08.

1

See also ABS 2005; 2006.
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The CDPP annually publishes statistics on summary and indictable offences under the Criminal
Code Act 1995 (Cth) and the Crimes Act 1914 (Cth). For the year ended 30 June 2007, the
CDPP reported that 15.8% of summary offences (15) and 61.8% of indictable offences (84)
under the Crimes Act 1914 related to fraud offences under section 29D while 90.8% of
summary charges (3,451) and 41.6% of indictable charges (174) under the Crimes Act 1914
related to fraudulent conduct offences under sections 134.1 – 135.4 (CDPP 2007).2 This data
does not specify whether any of these offences were specifically related to corruption or
fraud of grants although it is noted that the CDPP does include case studies in its annual
reports of significant cases of fraud. Since 2003/04, the CDPP has only reported one
significant case of fraud relating to grant funds (2006).3
According to Smith (1997), agencies devote varying amounts of resources to collecting data
regarding corruption and fraud. This is despite the Commonwealth Fraud Control Guidelines
setting out an annual reporting requirement for Australian Government agencies (2002).4
Smith also asserts that there is a lack of consistency in the way data is captured and analysed
due to different systems being used by government agencies. This lack of consistency may be
associated with what is perceived to be corruption. This is because the ICAC found that when
people were asked to explain their understanding of the term ‘corruption’, 55% thought it
involved personal gain (usually financial), 25% thought it meant doing something wrong,
dishonest or illegal, and 22% thought it meant mismanagement or abuse of power (2006).
These differing perceptions and the various definitions of corruption and fraud are all likely to

2

The CDPP did not provide similar data for the year ended 30 June 2008 in its 2007/08 annual report.
AUSTRADE grant – This matter related to a fraud that allegedly occurred over an eight year period. In this case, it was
asserted that Alexander Leon Shumsky claimed, through his company, grants from AUSTRADE totaling $1,413,455 and that
expenses were either not incurred or were incurred on behalf of another company for activities unrelated to the grants.
4
This annual reporting requirement is to the Minister for Justice and Customs and is not made public.
3
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impact on what is classified as corruption and fraud and how data regarding this type of
behaviour is captured.
Further impacting on data collected about corruption and fraud and thus, the ability to
quantify how much is lost through this type of activity is the fact that, as asserted by the
Australian Institute of Criminology (AIC), less than 50% of all fraud incidents are reported to
police or other authorities (2008b; 2006). This is consistent with the findings of BDO’s5 survey
of fraud within not-for-profit organisations in 2008 which showed that these organisations
only reported 41% of fraud incidents to police (36% - 2006). Conversely, KPMG’s6 survey of
fraud within Australian and New Zealand large organisations found that 61% of fraud cases
were reported to police. This indicates that large organisations are more likely to report fraud
(2006).
In the case of not-for-profit organisations, it may be concluded, as suggested by the AIC
(2005) that corruption and fraud may not be reported because of concerns about how this
might impact on the organisation’s image and reputation. The AIC also suggested that other
reasons could be that fraud perpetrators are not found out or are found out well after the
event and are not pursued (2005). Graycar (2000) supports this but also proposes that
organisations may choose not to pursue instances of fraud due to the small amount involved
versus the expense involved in pursuing allegations. He considered a related reason to be that
benefits flowing from reporting the fraud to regulatory agencies are inadequate (Graycar
2000). This may also be because, as found by KPMG (2006), the organisation may prefer to
deal with the matter through informal sanctions such as dismissal or dispute resolution.

5
6

BDO is an international network of public accounting firms.
KPMG is an international network of professional services firms who provide audit, tax and advisory services.
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The fact that data about corruption and fraud is not always captured and when it is, it is not
necessarily captured consistently, in conjunction with the fact that a significant amount of
corruption and fraud goes unreported, may explain why the Australian Federal Police (AFP)
and Australian Government funding agencies do not provide statistics relating to fraud and
deception related offences, let alone grant corruption and fraud, in their annual reports. This
may also explain why data published by the CDPP and ABS is limited. This is somewhat
confirmed by the ANAO findings of fraud control in Australian Government agencies. The
ANAO (2003) found that Australian Government agencies use ‘a variety of definitions for
fraud, which impacts directly on their ability to measure the incidence and cost of fraud
committed against the Commonwealth’ (2003, p. 11) and there were also differences as to
what was deemed to constitute an allegation of fraud and at what stage fraud was considered
proven.
KPMG’s and BDO’s fraud surveys provide some (limited) insight into the extent of corruption
and fraud in Australia. BDO found that 16% of not-for-profit organisations surveyed in
Australia in 2008 (19% - 2006) had experienced fraud, and that government grants were the
major source of income for 49% of these organisations (2008). The average loss resulting from
each occurrence of fraud in 2006 and 2008 was less than $50,000. Conversely, KPMG (2006)
found that 47% of large organisations in the private and public sectors had experienced fraud,
with the loss from each incident averaging about $449,000. It is unknown whether these large
organisations were reliant on, or even received grant funding as this information was not
provided by KPMG. Notwithstanding this, these findings confirm that any type of
organisation, be it a large organisation or a not-for-profit organisation is vulnerable to fraud.
They also demonstrate that the amount of loss involved in each incident of fraud within a notfor-profit organisation is likely to be less than a similar incident within a large organisation.
Dissertation for Master of Arts in Fraud Investigation
Jodie Goddard - Student ID: 94068825

Page 16

This might be because smaller, not-for-profit organisations have minimal funds to defraud,
but that as an organisation grows, there is more potential for cash and other items to be
defrauded (BDO 2006).
In both the KPMG (2006) and BDO (2008; 2006) surveys, it was found that most organisations
reporting fraud had experienced multiple instances (79% of large organisations).7 In 57% of
large organisations surveyed by KPMG, this was mainly attributed to a lack of internal
controls.8 Other similarities in the findings of these surveys included that irrespective of the
type of organisation, most frauds reported were perpetrated by non-management employees
of organisations (36% in not-for-profit organisations in 2008, compared to 28% - 2006) who
misappropriated funds, inventory and assets through theft or misrepresentations. A relatively
high amount of fraud was also perpetrated by executives (17% of not-for-profit organisations
in 2006 and 19% in 2008) and managers (10% in not-for-profit organisations in both 2006 and
2008).
Note: Statistics were not available as to how many not-for-profit organisations
had experienced multiple instances of fraud. Statistics were also not available
regarding the position held by the perpetrator for large organisations in the
private and public sectors other than that the perpetrator was a nonmanagement employee (KPMG 2006).
Perpetrators of fraud in the not-for-profit sector, according to BDO, were most likely to be
between 40 and 49 years old (35% in 2006; 31% in 2008). In 2006, BDO found that the typical
fraudster was likely to be female (53%); however in 2008 BDO found that the typical fraudster
could be female or male. In comparison, KPMG reported on the most common responses
provided and consequently assert that the typical fraudster in a large organisation in the
7

Statistics were not available for not-for-profit organisations.
Internal controls are processes (including elements such as policies, procedures and systems) that are established, operated
and monitored to provide a reasonable assurance regarding the achievement of objectives including the reliability of financial
reporting, compliance with applicable laws and regulations, and effectiveness and efficiency of operations (Gill et al. 1996).
8
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private or public sector is male and 31 years of age (2006). These profiles differ slightly from
that built by the AIC who commissioned a project into serious fraud in Australia and New
Zealand. The project reviewed adjudicated cases and found that those convicted of serious
fraud tended to be a company director or involved in accounting duties (Goldstraw et al.
2005). This indicates that individuals who are involved with an organisation in a capacity other
than that of a director or accounting employee are less likely to commit serious fraud or at
least, are less likely to be prosecuted and convicted for an offence relating to fraud.
While BDO and KPMG’s surveys as well as the AIC’s project provide useful information with
respect to incidents of fraud, there is much relevant to this research that they do not address.
For example, they do not provide much information specifically relating to grant funds and do
not provide any insight into the incidence of other types of corruption including conflicts of
interest such as nepotism for instance. Further, these surveys have not considered the
prevalence of corruption and fraud specifically in relation to Indigenous organisations,
indicating a gap in research.

2.5

The incidence of grant corruption and fraud in Indigenous
organisations

Even though no empirical research has been conducted into the incidence, if any, of
corruption and fraud in Indigenous organisations, there is a general public perception that
Indigenous organisations (including Indigenous corporations) are more fraught with
corruption and fraud than other organisations. This often gives rise to a view that while
governments have outlaid significant funds on Indigenous communities, it is the fault of
Indigenous people that their situation is not improving (Tilmouth 2005). This attitude is partly
attributed to the media which has a tendency to focus on allegations of fraud, nepotism and

Dissertation for Master of Arts in Fraud Investigation
Jodie Goddard - Student ID: 94068825

Page 18

conflicts of interest within Indigenous organisations rather than report on some of the very
successful Indigenous organisations (Beacroft 2003). As stated by the then Social Justice
Commissioner, ‘allegations that blacks are again ripping off Australian taxpayers makes [sic]
good press’ (1997, p. 40). This is demonstrated by articles such as ‘Yunupingu corruption
allegations probed’ (ABC News Online, 11 June 2005); ‘Aboriginal funds investigation covers
62 cases’ (The Age, 28 March 2002); or more recently, the numerous articles about Sugar Ray
Robinson (e.g. ‘Sugar Ray convicted but spared jail term, The Australian, 11 September 2008).
The prevalence of these news stories creates misconceptions and inaccurate perceptions
about the internal governance of Indigenous organisations as a whole.
McKae et al. (2003) argue that Indigenous people commit less white collar crime than nonIndigenous people because few are in occupations that provide opportunities for them to
engage in it. The AIC in 2002 came to the same conclusion based on statistics available from
the ABS (2005). The ABS’s 2008 figures on Prisoners in Australia showed that as at 30 June
2008, there were 27,615 prisoners, sentenced and unsentenced, in Australian prisons. Of
these, 6,706 prisoners were Indigenous and 48 of these were incarcerated for deception
and/or related offences. This is in comparison to 812 non-Indigenous people incarcerated for
the same category of offence. However, the data recorded by the ABS is not broken down as
to whether any person incarcerated for deception and related offences was specifically
incarcerated for fraud or corruption of grant funds. The only other information available
regarding corruption and fraud includes statistics provided by the Office of the Registrar of
Indigenous Corporations (ORIC)9 in its annual reports relating to referrals to law enforcement
agencies of misconduct relating to Indigenous corporations. ORIC, ICAC (1998) and the
Queensland Crime and Misconduct Commission (Queensland Government 2003) assert that
9

Formerly known as the Office of the Registrar of Aboriginal Corporations (ORAC).
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most complaints received regarding Indigenous organisations relate to nepotism, and misuse
and mismanagement of public funds. Notwithstanding this, recent statistics regarding these
complaints were not available at the time of this research and earlier statistics, including
those available from ORIC, only provided the total number of complaints received and
referrals made to the AFP. Statistics were not broken down by the nature of the complaint. 10
Another factor which contributes to the attitude that government funding directed towards
Indigenous communities is a waste of money because of the alleged prevalence of corruption
and fraud is a lack of understanding of cultural values and beliefs. Key values and beliefs
include respect for elders and traditions, the obligation to share money and food and to look
after one’s family, friends and kinship matters (Ahmat 2003). However, these same values can
result in Indigenous people feeling obliged to carry out family responsibilities in a way which
is seen by other Indigenous and non-Indigenous people as nepotism (ICAC 1997). Further, as
asserted by Martin (2002), these values can lead to a situation where the fiduciary duties of a
director or officer of an Indigenous organisation conflict with their customary obligations. This
occurs in some Indigenous organisations for instance, where individuals who are relatives or
friends of directors or officers have been employed rather than better qualified people (ICAC
1997). The current situation is such that, while these cultural values are often viewed
positively, ‘more often families in Aboriginal communities conjure up images of organisational
nepotism … Families are associated with bias, unfairness, blind loyalty and corruption’, rather
than with any positive aspect of the cultural values (Ahmat 2003, p. 8). This tension between
cultural and Western values (particularly Western corporate values) indicates an issue for
further research.
10

1997-98: 10 referrals; 1996-97: 21 referrals; 1995-96: 10 referrals; 1994-95: 23 referrals; 1993-94: 12 referrals. More
recent annual reports and yearbooks published by ORIC were reviewed for statistics, however similar statistics were not
available. Notwithstanding this, information gained by the researcher in her professional capacity would indicate that prior to
July 2008, few (if any) referrals were made by ORIC to law enforcement agencies.
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Some writers such as Sharma (2005) have argued that Indigenous cultural values and beliefs
often come into conflict with Western rules surrounding the use of grant funds, largely
because there is rarely any consideration of cultural issues in the conditions attached by
funding bodies in their governance requirements. This is supported by Reconciliation Australia
(2006, p. 11):
Within Indigenous communities there are multi-layered sets of groups and organisations in
which decision-making power, governing functions and service[s] … are dispersed. There may
already exist strong but unwritten principles guiding decision making and leadership within
these communities.

For this reason, Reconciliation Australia considers that flexible policy and funding
arrangements are required ‘to enable Indigenous communities to be adaptable and
innovative in designing legitimate structures and institutions’ that reflect a community’s
values and norms, thus resolving the tension referred to in the preceding paragraph. Beacroft
agrees with this and states that (2003, p. 3):
Where there is a poor cultural fit, there are resulting endemic problems such as culturally
inappropriate redistribution of power, authority and resources to those most able to work the
system associated with Indigenous corporations …. Also, unresolved and unmanaged
factionalism, in-built conflicts of interest and ‘corruption’ behaviours – corporate worst
practice.

This is also supported by Hunt and Smith (2006) and Taylor (2003). Hunt and Smith state that
cultural ‘fit’ or ‘match’ relates to ‘how an organisation’s structures and institutions reflect a
community’s values and norms and work effectively to get things done’ (2006, p. 9) while
Taylor asserts that ‘the degrees of difference in a culture and degrees of flexibility in funding
arrangements produce strong potential for incompatibility’ (2003, p. 57) and can often lead to
the following situation as described by Anderson (ABC News Online, 31 March 2004):
Even if Aborigines live in the same town, they are not getting an equal share of government
funds…The core of our tradition and our custom that continues with us is our responsibility to
our families and so we’ll make sure all our family has a house before we look at any of the
other mob and the only way some people are going to get a house is by marrying into the
organisation.
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Situations such as the above and also the ‘highly factionalised nature of some communities’,
which can result in the ‘tendency toward concentration of responsibilities and resources
amongst certain factions at certain times’ (Ellerman 2002, p. 11), further indicate the tensions
Indigenous people can feel in balancing values which appear to be in competition. Leaving
these tensions unresolved feeds the negative attitudes regarding grant funding provided to
Indigenous organisations. This may consequently result in Indigenous organisations receiving
less funding than they require or funding being directed towards non-Indigenous
organisations to deliver services to Indigenous communities instead of Indigenous
corporations who are just as capable of delivering these services.

2.6

Summary

While grants and assets purchased with grant funds are susceptible to corruption and fraud,
to date there has been little research into corruption and fraud of grants within Australia.
Furthermore, there is a lack of reporting by government agencies in this regard. Surveys that
have been undertaken by KPMG and BDO as well as the AIC’s project into serious fraud
provide some insight. However these surveys do not specifically consider the prevalence of
corruption and fraud of grants or the incidence of corruption and fraud within Indigenous
corporations specifically. It has also been asserted by individuals, such as Beacroft (2003),
Hunt and Smith (2006), and Taylor (2003), that cultural factors may impact on the incidence
of corruption and fraud in Indigenous corporations but until further research is undertaken in
this field, there is nothing to refute the negative press which surrounds this issue.
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CHAPTER 3: METHODOLOGY
3.1

Introduction

The methodology used in this research included a mix of qualitative and quantitative
approaches.
The qualitative approach involved analysis of data available from selected Australian
Government agencies as well as analysis of information obtained from interviews. This
approach paid attention concentrated on cultural factors and conditions such as the
appropriateness and effectiveness of mitigation strategies employed by Australian
Government agencies and how they impact on the risk and occurrence of corruption and
fraud in Indigenous organisations. In the case of interviews, participants were asked about
their perceptions of the extent and nature of corruption and fraud in Indigenous
organisations. This qualitative approach was chosen because Mack et al. asserts that
qualitative research produces ‘culturally specific and contextually rich data’ (2005, p. vi).
The quantitative approach involved analysis of questionnaires completed by respondents
representing Indigenous corporations. This approach focused on estimating the extent, if any,
of corruption and fraud in Indigenous corporations and if instances of corruption and fraud
was found, determining the nature of this behaviour. The rationale behind using a
quantitative approach was to enable information to be converted to numbers so conclusions,
including trends and correlations, could be drawn from this (Bouma 2000).
Both the qualitative and quantitative approaches of this research comprised three principal
phases:


Phase one - data requests;
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Phase two - interviews; and



Phase three - questionnaires.

For the most part, these phases were undertaken simultaneously. However, for the sake of
clarity, these phases are discussed in the following sections as if they were carried out
consecutively. This chapter also discusses the limitations, risks and ethical considerations
associated with this research, the characteristics of the sample groups used, the data
collection methods, the techniques used to analyse the data as well as the issues encountered
during implementation of each of the phases.

3.2

Phase one: data requests

Selected Australian Government agencies were approached to request data. The request was
tailored to each agency’s role and sought information (with respect to both Indigenous and
non-Indigenous organisations) about complaints, investigations and prosecutions of alleged
corruption and/or fraud of Commonwealth grants and assets purchased with grant funds and
outcomes arising from action taken. Agencies were requested to group this information
according to whether the alleged perpetrator was Indigenous or non-Indigenous; and by the
nature of the misconduct (i.e. theft, kickbacks, nepotism, etc.). In some instances, agencies
were requested to provide the source of the complaint/referral.
The purpose of these requests was to obtain data for analysis, due to there being little
research and a lack of reporting in this regard by Australian Government agencies (as
indicated in Chapter 2). Consideration was also given to the use of adjudicated cases to yield
relevant data. However it was decided that information recorded in relation to adjudicated
cases would be such that data relevant to this research would not be able to be extracted
with respect to, for example:
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the type of organisation involved;



the factors (i.e. cultural, corporate governance practices) that impacted on and/or
contributed to the risk and occurrence of corruption and fraud in Indigenous
organisations;



whether the perpetrator was Indigenous or non-Indigenous;



mitigation strategies employed by Australian Government agencies.

Sampling
A ‘non-probability sampling’ technique was selected because the results of this phase were
not intended to be used to form generalisations (Bouma 2000). Instead this phase was
intended to provide insight into how risks and complaints of corruption and fraud of grants
and assets purchased with grant funds are handled by Australian Government agencies and
the outcomes resulting from this.
Participants were chosen using a ‘purposive sampling’ method on the basis that they were
‘known to be of the type that is wanted’ (McNeill 1990, p. 39). That is, participants were
selected because they are major funding agencies of Indigenous, not-for-profit and other
types of organisations or because they have a policy, regulatory, investigatory or
prosecutorial role with respect to Indigenous organisations.

Sample size
Ten Australian Government agencies were approached to participate on the basis that they
would be more likely than other Australian Government agencies to collect data relevant to
this research. They were:


Department of Health and Ageing (DHA)



Office of Aboriginal and Torres Strait Islander Health (OATSIH)
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Department of Education, Employment and Workplace Relations (DEEWR)



Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA)



Department of Infrastructure, Transport, Regional Development and Local Government
(DITRDLG)



Department of Broadband, Communications and the Digital Economy (DBCDE)



Office of Indigenous Policy Coordination (OIPC)



Office of the Registrar of Indigenous Corporations (ORIC)



Australian Federal Police (AFP)



Commonwealth Director of Public Prosecutions (CDPP).

Instruments and data collection procedures
Tailored requests for data were used to collect data since the data collected by each
Australian Government agency would vary depending on the agency’s role and the systems
they employ. This included sending by post an information sheet (Appendix 1) and tailored
request for data (Appendix 2) and requesting they complete these requests within four
weeks. Responses could be sent by post or email. A follow up letter was sent by post two
weeks after the initial request to ensure that the request was received and to serve as a
reminder (Appendix 3).
This method of data collection was selected because, according to Neumann (1994), this is an
inexpensive and efficient way of accessing information and data about the population and can
also result in a high return rate when the sample has a strong interest in the topic. However it
was acknowledged that data requests might not be agreed because of the time involved,
resource implications and associated inconvenience. It was also considered that some
agencies might have limited or no data available depending on the systems they used and
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data captured, and that these issues could impact on whether data requests were fulfilled.
Accordingly, an attempt to mitigate these risks was made through:


contacting agencies early on in the research to notify them of the research and request
data;



providing information as to the purpose and value of the research and why it was in
agencies’ interests to assist;



allowing a reasonable time for agencies to collate and respond to requests for data; and



following up requests.

In addition, the researcher made agencies aware of the fact that she was available to discuss
and work through any concerns agencies may have had regarding the nature of the research,
and assurances were also provided that data obtained from agencies would be kept
confidential. This included providing undertakings that neither names nor any other
identifying information would be used or published without the written permission of the
agency. Consent forms were not used. Rather, any requests that were fulfilled were taken to
demonstrate consent to participate.

Data analysis procedures
In planning this research, it was intended that data obtained during this phase would be
analysed with respect to reported instances of corruption and fraud, action taken and
outcomes arising from action taken. It was also intended that this data would be used for
comparative purposes in terms of the types of funding received and the occurrence of
corruption and fraud to assist in gauging how big a problem this is for Indigenous
organisations as compared to other organisations.
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3.3

Phase two: interviews

This phase of the research included two sets of interviews. The first set of interviews aimed to
gain greater insight and understanding into the factors and conditions which impact on
and/or contribute to the risk and occurrence of corruption and fraud in Indigenous
organisations (including Indigenous corporations) based on participants’ personal experiences
and observations. Information was also sought about the perceptions held by participants
regarding the extent of corruption and fraud in Indigenous organisations, the appropriateness
and effectiveness of mitigation strategies employed by Australian Government agencies as
well as any other issues identified by those interviewed. This aimed to:


ascertain the nature of corruption and fraud in Indigenous organisations; and



build a profile of contributing factors and conditions which increase the risk and
occurrence of corruption and fraud occurring in these organisations.

Information obtained during the first set of interviews was also used to develop questions
that were included in the questionnaires distributed during phase three.
The second set of interviews was conducted subsequent to completing the above interviews
and other phases of this research. The purpose of these interviews was to assist in verifying
findings and drawing overall conclusions.

Sampling
In both sets of interviews in this phase, a non-probability sampling technique was selected
because probability sampling was not considered feasible or practical. For the first set of
interviews conducted, participants were chosen using a purposive expert sampling method
because this phase was not intended to assist in forming generalisations but rather elicit the
views of persons who have specific expertise (Blaxter et al. 2005; Bouma 2000).
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Consequently, the issue of the possibility of biased response rates in relation to this phase of
the research has not been considered.
This same sample was used for the second set of interviews because these participants were
already familiar with the nature of this research and would be able to provide insight into the
findings obtained through phases one and three and comment on their appropriateness and
validity.

Sample size
Originally it was proposed that the sample for the first set of interviews would consist of up to
15 individuals from the researcher’s established network within Indigenous Affairs. This was
considered an adequate sample size given that the individuals were to be selected based on
their familiarity, expertise and knowledge of Indigenous organisations and communities. For
the second set of interviews, a smaller sample size of five drawn from the sample used in the
initial interviews was proposed as it was considered that using a larger sample would not
produce any additional data or findings.
With both sets of interviews, the samples were reduced primarily because interviews were
running in excess of time allocated (i.e. in excess of 1.5 hours), albeit with the participants’
agreement. In the case of the first set of interviews, the sample size was reduced to seven.
With regards to the second set of interviews, a sample of three was ultimately used. The
smaller samples used in both sets of interviews were considered to impact minimally on the
validity of findings. This was because those participating in interviews had significant
expertise and knowledge of Indigenous organisations and communities and the information
being obtained throughout the first set of interviews was being replicated. This is known as
‘reaching saturation point’ according to Browne and Russell (2003).
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‘Reaching saturation point’ refers to a situation where data being collected is repeating and
confirming previously collected data and no new information about the concepts being
explored is forthcoming. Even though the data suggested that no new information was being
identified, it is likely that this is reflective of the limited sample and therefore not genuine
data saturation (Browne and Russell 2003). Notwithstanding this, as this phase was not
intended to assist in forming generalisations but rather elicit expert views of individuals, once
information began being replicated, additional interviews were not pursued. (See below for
additional reasons which resulted in the sample size for the second set of interviews being
reduced.)

Instruments and data collection procedures
The method of in depth interviews was chosen because according to Bouma, conducting
interviews provides the greatest opportunity to find out what participants’ views are (2000).
This method also achieves a high response rate (Neumann 1994).
Twenty-one individuals were invited by email to participate. Invitations included an
information sheet (Appendix 4) and consent form (Appendix 5). The consent form was
required to be completed and obtained from the participant before proceeding with any
interviews. Consent forms also included a revocation of consent section should participants
choose to withdraw their consent at any time during the research, however no participant
chose to do this. The use of consent forms and information sheets ensured that interviews
were only conducted with consenting fully-informed participants. Before conducting each
interview, participants were reminded of the objectives of the research and that they could
withdraw at any time.
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In planning this phase of the research, it was considered that individuals approached to
participate could be reluctant to do so because they:


could be disclosing negative views regarding Indigenous organisations and may suffer
embarrassment and/or anxiety over this; and/or



might feel burdened by the time and inconvenience involved in participating in interviews,
particularly in relation to participating in a second set of interviews.

It was also acknowledged that insufficient or biased data might be received in this phase of
the research. These risks were mitigated in part through:


communicating the purpose and value of the research to potential interviewees so that
any concerns could be discussed and worked through;



conducting interviews at the time and place preferred by the interviewee and ensuring
interviews did not run overtime without the participant’s agreement;



building rapport with interviewees and providing assurances that confidentiality would be
maintained at all times; and



advising interviewees at the outset of the interview (and reminding them in the case of
the second set of interviews) that there were no right or wrong answers, a particular
response was not sought, and that the purpose of the interviews was to seek personal
views and opinions.

Those invited to participate in interviews and who returned consent forms were contacted by
telephone or in person to arrange the interview(s) and were provided with the option of a
face to face interview or a telephone interview. This was considered necessary to
accommodate participants’ preferences and geographic location and achieve a high response
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rate. In all instances, participants chose face to face interviews which were held at a location
of their choice.
For the first set of interviews, questions were open-ended and targeted to the interviewee for
the purpose of:


exploring each participant’s perceptions of corruption and fraud within Indigenous
organisations (including Indigenous corporations);



discussing factors and conditions which impact on and/or contribute to the risk and
occurrence of corruption and fraud in Indigenous organisations; and



gaining better insight and understanding into the corruption and fraud of Australian
Government grants by grant recipients in general.

Appendix 6 provides the questions that were asked during the initial interviews. However
where issues were raised by the interviewee that required further investigation or
clarification, additional questions were asked and tailored as appropriate. In the case of the
second set of interviews, open ended questions were determined by reference to the key
findings made after analysing data collected in phases one through three.
During the interviews, interviewees provided candid responses to the questions asked.
Interviewees spoke about a number of relevant matters with three interviewees referring to
the same or similar cases and all interviewees raising similar issues. This appeared to occur
because, as asserted by both Neumann (1994) and Bouma (2000), open-ended questions
encourage respondents to talk freely about the topic and provide in-depth responses and
enable respondents to qualify and clarify their responses. Further, while it is acknowledged
that this process was time-consuming, it was considered that the benefits to be achieved,
including greater insight into issues such as cultural factors which may come into conflict with
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Western law, warranted this effort. However not all questions and issues were addressed,
primarily due to the in-depth responses to the open-ended questions that were being
received as well as time constraints. Participants also had a tendency to want to discuss the
topic freely based on their experiences rather than respond to specific questions.
Handwritten notes were taken during the interviews and were subsequently typed up.
Handwritten notes then were destroyed using a shredder. No audio-taping occurred so that
participants did not feel inhibited when providing responses.

Data analysis procedures
Data collected during the first set of interviews was analysed to:


gain insight into the cultural factors, corporate governance practices and mitigation
strategies employed by Australian Government agencies, that impact on and/or
contribute to corruption and fraud in Indigenous organisations;



build a profile of contributing factors that impact on the risk and occurrence of corruption
and fraud in Indigenous organisations; and



frame questions to be used in the questionnaires to be sent to Indigenous corporations in
phase three.

In commencing the second set of interviews, it became apparent that no meaningful data was
forthcoming even though participants appeared interested in the findings of this research. As
a result of this, and also due to time constraints, interviews were not pursued. Instead drafts
of this dissertation were circulated to two participants of the first set of interviews for
comment prior to finalisation as well as to a further three individuals originally invited to
participate in this phase. This was considered appropriate because this stage of the research
was primarily included for the purposes of verifying findings and drawing overall conclusions.
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Accordingly, outcomes from this stage of the research have been incorporated into this
dissertation rather than discussed separately. As such, this stage of the research is not
referred to any further in this dissertation.

3.4

Phase three - questionnaires

The third phase focused on analysing data obtained from questionnaires completed by
individuals representing Indigenous corporations to determine the incidence, if any, of
corruption and fraud in Indigenous corporations with respect to Australian Government
grants. If instances of corruption and fraud were found, this phase also aimed to determine
the extent and nature of this misconduct; and whether cultural and/or other factors had any
impact. Where possible, this data was to be compared to similar data including that from
KPMG’s and BDO’s fraud surveys of large organisations in the private and public sectors and
not-for-profit organisations respectively.

Sampling
In this phase, a probability sampling technique was chosen so that the results could be
applied (with a margin of error) to the whole population (Mason and Lind 1996). It was
originally proposed that proportionate stratified random sampling would be used to ensure
that the overall population as well as key subgroups of the population were represented
(Mason and Lind 1996). This was to determine if the location of a corporation (i.e. capital city,
regional or remote) could be a factor in the risk and occurrence of corruption and fraud.
However because the location of a corporation, other than the state or territory, could not be
easily identified from the Public Register (see following section), this was not pursued.
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Sample size
As an instrument for randomly selecting individuals who were in a position to represent an
Indigenous corporation, the Electronic Register of Indigenous Corporations (hereafter
referred to as the Electronic Register) was used. Information held on the Electronic Register,
which is freely available to members of the public is held on the Public Register.11 This Public
Register is located on ORIC’s website (www.oric.gov.au).
The Public Register listed 2,666 Indigenous corporations as at 22 October 2008. Due to an
adequate sample size being required in this phase so that the results of the sample could be
applied to the population at large with sufficient accuracy (Mason and Lind 1996), a sample
size of 336 was required, using a confidence level of 95% and a confidence interval of 5.
Conversely, a sample size of 83 was required if a lower confidence level of 65% was to be
accepted, using the same confidence interval. Appendix 7 provides calculations used to arrive
at these sample sizes.
Given that only 59% of Indigenous corporations were compliant with reporting requirements
under the CATSI Act for 2006-07 (52% for 2005-06) (ORIC 2008b), the return rate was not
expected to be high. This was because it was unlikely that a higher percentage of corporations
would voluntarily participate in completing the questionnaire. Therefore, to allow for this
expected low response rate, it was decided that questionnaires would be sent to up to 700
Indigenous corporations.

Instruments and data collection and analysis procedures
A self-administered, web-based questionnaire (Appendix 8) was used during this phase to
collect data because of the large sample size and the fact that this method allowed a larger
11

The Public Register contains publicly available information about Indigenous corporations that are registered under the
CATSI Act.
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number of corporations to be surveyed (Blaxter et al. 2005). This method was also chosen
because:


it facilitates a high return rate and is a relatively inexpensive and efficient way of accessing
information and data about the population, particularly given the geographical diversity of
that population (Neumann 1994);



respondents can take time to think before answering questions and respond at their
convenience; and



web-based questionnaires provide assurances regarding anonymity.

Questionnaires were fully-structured although some of the questions were open-ended as a
result of the first set of interviews conducted in phase two. The questionnaire focused on:


the organisation’s profile;



perceptions of corruption and fraudulent conduct in Indigenous corporations and whether
this was any different to Indigenous organisations incorporated under other
Commonwealth, state or territory legislation;



specific instances of fraud; and



corruption and fraud prevention.

The questions were drafted so that responses and analysis of data obtained and conclusions
formed could be compared to the findings and conclusions of KPMG and BDO in their 2006
fraud surveys of large organisations and not-for-profit organisations respectively.
The use of a web-based questionnaire was a variation to the original methodology which
provided that the questionnaires be sent by post and responses be returned by reply-paid
envelope. The opportunity to use a web-based questionnaire came about due to the time
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lapsing between when the original methodology was prepared and when this phase was
implemented. Consequently, a web-based tool called SurveyMonkey©
(www.surveymonkey.com) was identified to distribute questionnaires and reminders, as well
as serve as a tool to collect and analyse data. This resulted in reduced costs and increased
efficiencies.
The use of SurveyMonkey© required email addresses for distribution of the questionnaire.
Email addresses of Indigenous corporations were only available from the Public Register in
the form of a Corporation Extract which does not allow for email addresses to be easily
extracted. It was considered that the time and effort required to randomly select Indigenous
corporations, ascertain whether email addresses were available in Corporation Extracts and
then key email addresses into SurveyMonkey© so that questionnaires could be distributed
would be exorbitant. For this reason, the Deputy Registrar of Indigenous Corporations was
approached and to facilitate this research, access was provided to a spreadsheet containing
contact email addresses for approximately 1100 Indigenous corporations. This spreadsheet
included a download of email addresses held on the Electronic Register of Indigenous
Corporations registered under the CATSI Act. At the time this spreadsheet was provided,
attention was drawn to the fact that approximately 300 of the 1100 email addresses were
invalid and that a further unknown quantity of these email addresses were not accessed
regularly. While it was considered that these issues would have a high likelihood of impacting
on the response rate, email contact was still considered to be the best means of contact.
Consequently, the number of questionnaires to be distributed increased from up to 700 to up
to 1100.
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Note: The Electronic Register of Indigenous Corporations is a more
comprehensive register than the Public Register and therefore some of the email
addresses contained in the spreadsheet are not available through Corporation
Extracts loaded on the Public Register. The extent of additional email addresses
included in the Electronic Register is not known as a cross-matching exercise was
not undertaken as part of this research and ORIC has also not undertaken a
cross-matching exercise of this data.
The above issue has been highlighted because it is acknowledged that access to email
addresses in the form of a spreadsheet primarily came about because of the researcher’s
position within ORIC (see section 3.5). However, it was considered that using email addresses
obtained this way would have a minimal impact on potential participants’ privacy and
confidentiality. This was on the basis that the questionnaires distributed using
SurveyMonkey© were to be completed anonymously and could be easily disregarded by
recipients clicking on a link that was included in the email. This would ensure that no further
contact regarding this research was made. Moreover, as the email addresses had been
provided to ORIC as contact addresses for the various Indigenous corporations rather than as
personal addresses, it was assumed that the individuals who would receive the
questionnaires would often receive unsolicited emails and as such, dealing with these would
not be something likely to cause distress to recipients.
In planning this phase, it was acknowledged that individuals approached to participate in
questionnaires could be reluctant to do so because they could be disclosing negative
information about their employer or colleagues and/or negative views regarding Indigenous
organisations and Indigenous people. As a result, it was considered that individuals could
suffer embarrassment and/or anxiety over this. It was also anticipated that individuals could
be reluctant to participate because they felt burdened by the time and inconvenience
involved in completing questionnaires on the basis it was expected that it would take up to 40
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minutes for participants to complete questionnaires depending on literacy levels, competency
in English and comprehensiveness of responses to open-ended questions. Other
considerations included that questionnaires might not be returned, insufficient or biased data
could be received and participants could disclose illegal conduct that had not otherwise been
reported. These risks were mitigated through:


providing information to potential participants as to the purpose of this research so that
any concerns regarding the nature of the research and confidentiality issues could be
discussed and worked through. This information (see Appendix 9) was included in the
email which also had a link to the web-based questionnaire;



placing a note in the email referred to above to ensure individuals completing the
questionnaire were well aware of the need to complete it anonymously and to not
disclose identifying information;



providing assurances that confidentiality of participants would be maintained at all times
so far as the law allows; and



allowing enough time for respondents to complete questionnaires.

Reminders (Appendices 10 and 11) were also sent out 12 days following the initial invitation,
and one week prior to the questionnaire closing to help reduce the risk of not receiving a
satisfactory response rate.
Consent forms were not obtained from those completing questionnaires because it was
considered that the risks and burdens detailed in this section and the fact consent forms
would identify participants would serve as a significant disincentive to potential participants.
Online completion of the web-based questionnaires was taken as voluntary consent to
participate.
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It was highly probable that a large proportion of individuals completing the questionnaire
would be Indigenous given that questionnaires were sent to the contact email address of
Indigenous corporations and under the CATSI Act, the majority of directors of Indigenous
corporations must be Indigenous. Further, most Indigenous corporation’s constitutions12
require that members be Indigenous and in most cases, employees of Indigenous
corporations are Indigenous. To ensure these participants’ rights were protected, plain
English was used to convey information about the research and questionnaires were drafted
in plain English and in a culturally sensitive way.13
Consideration was given to whether the use of a translator would be offered. However given
the number of Indigenous languages, as well as the fact the people who were to be
approached to complete the questionnaire would have experience in applying for grant
funding, it seemed justified to assume that potential participants would have a reasonable
grasp of English. Reliance was placed on plain English to cope with any remaining issues
resulting from literacy levels and competency in English.
During the implementation of this phase, both the researcher and the Human Research Ethics
Committee (HREC), CSU, received a complaint from an individual who had received a final
reminder via email about the web-based questionnaire. The individual raised concerns
regarding the title of the research and the second purpose of the research as stated in the
Information Sheet that accompanied the questionnaire. The title was ‘Exploring the
prevalence of corruption and fraud in Indigenous corporations’ while the second stated
purpose was:

12

The Public Register contains the constitutions of all Indigenous corporations.
Use of plain English and ensuring cultural sensitivity are both critical in the researcher’s professional role, and knowledge
and skills gained in this role were employed here.
13
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estimate the extent and determine the nature of corruption and fraud within Indigenous
corporations with respect to Commonwealth grant funds compared to that in the wider notfor-profit, private and public sectors. Consideration will also be given to cultural and other
factors that may play a part in the occurrence of corruption and fraud.

The individual was of the opinion that with respect to these statements, the researcher
appeared to ‘infer that there is corruption and fraud in Indigenous organisations’ and that ‘…
it is not unreasonable to contemplate that any Indigenous organisation might feel affronted
and … may feel less than comfortable should they read these words’.
This feedback was appreciated as it is acknowledged by the researcher that Indigenous
people, their culture and traditions are highly researched and that the issues raised by this
research are of a sensitive nature. This and the need to be culturally appropriate when
working and dealing with Indigenous people was a key consideration in developing and
implementing the methodology and in framing the title and purpose of the research.
Significant thought went into ensuring that this research would not be perceived as
presuming that corruption and fraud definitively exists in Indigenous corporations. In
particular, it was considered possible, although unlikely given that all organisations
(Indigenous or not) are susceptible to fraud, that after analysing the results of the research,
the extent of corruption and fraud within Indigenous corporations could be estimated to be
zero.
At the time the complaint was being considered (which was shortly before the questionnaire
closed), almost half of the respondents to the questionnaire identified themselves as
Indigenous, suggesting that they were not offended. Also, a significant number of
respondents identified themselves as Chief Executive Officers (CEOs) of an Indigenous
corporation. These individuals, whether or not an Indigenous person, were considered to
have an interest in protecting the reputation of their organisation and the community it
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operates within, thus putting them also at risk of being offended by the questionnaire. No
such offence was reported to the researcher or the HREC, CSU.
Particularly noteworthy in relation to the substance of the complaint that was made was the
overwhelming support received for the research by individuals invited to complete the
questionnaire. As at 7 December 2008 of the 48 individuals who had responded to question
34 which allowed for respondents to provide any comments they may have had about this
research, 18 individuals expressed support for the research with six of these individuals
expressing significant support. Examples of supportive comments provided are included at
section 4.4. Several individuals also contacted the researcher directly, either by phone or
email, expressing their support for the research; the former Registrar of Indigenous
Corporations expressed significant interest and support; and the current Registrar and Deputy
Registrar of Indigenous Corporations were also supportive of this research.
Notwithstanding the support provided, the HREC, CSU recommended that the title and
second stated purpose of the dissertation be amended. Consequently, the dissertation title
changed from ‘Exploring the prevalence of corruption and fraud in Indigenous corporations’
to ‘Exploring the incidence of corruption and fraud in Indigenous corporations’. In addition,
the second stated purpose of the research was amended from ‘estimate the extent and
determine the nature of corruption and fraud within Indigenous corporations … ’ to ‘if
instances of corruption and fraud are found, estimate the extent and determine the nature of
corruption and fraud within Indigenous corporations … ’. The wording of these amendments
has, at times, been slightly varied to enable the current discussion to flow, but the substance
of the agreed-to amendments has been carefully maintained.
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3.5

Limitations, risks and ethical considerations of research

Exploratory research is conducted because a problem has not been clearly defined or its
scope is unclear. As such, this type of research provides insight and understanding of the
problem to be studied before further research is undertaken. This helps determine the best
research design, data collection method and selection of subjects to be followed when
undertaking more conclusive research (Babbie 2001).
Given that the nature of this research is exploratory, it was not expected that findings would
be conclusive but rather indicative of the extent and nature of corruption and fraud within
Indigenous corporations. This research also aims to consider whether, comparatively,
corruption and fraud of Australian Government grants is more or less prevalent in Indigenous
corporations as opposed to other organisations in the wider not-for-profit, private and public
sectors and therefore attempts to close a gap in research rather than target Indigenous
organisations.
In addition to the limitations, risks and ethical considerations identified throughout this
chapter with respect to individual phases, there was a risk that this research would confirm
perceptions surrounding the incidence of corruption and fraud in Indigenous corporations.
This was seen as a potential risk not just because such confirmation could cause
embarrassment to Indigenous people, but because (more problematically) it could be
perceived as targeting Indigenous people and their culture for motives other than yielding
information that both Indigenous corporations and Australian Government agencies can
utilise to improve corporate governance practices and risk mitigation strategies (e.g. racist
motives).
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It was also considered that individuals, particularly those participating in phase three, could
be reluctant to participate because they may be aware that the researcher holds a senior
management position within the regulatory body of Indigenous corporations, ORIC, although
this was not specifically disclosed. While ORIC does not have any direct influence over funding
to Indigenous corporations, it is responsible for helping the Registrar of Indigenous
Corporations administer the CATSI Act. This includes supporting and regulating Indigenous
corporations. As part of this, the Registrar and his/her delegates have the power to examine
the books and records of an Indigenous corporation and intervene in the running of the
corporation if there is a need. This may include undertaking an examination into the affairs of
a corporation, appointing a special administrator to run the corporation, liquidating a
corporation and/or deregistering a corporation. It may also include investigating the actions
of directors and senior officers of a corporation as well as other individuals. The power used
depends on the problem which the corporation is experiencing.14 These powers can have a
significant impact on an Indigenous corporation, the community it services and, in some
instances, individuals.
At the time this research commenced, the researcher was not in a position that
recommended or directed that the above powers be exercised. However during the
implementation stage of this research, the researcher was appointed to the position of
Director, Investigations and Prosecutions within ORIC. The researcher did not consider that
the research was impacted by virtue of this appointment, specifically because questionnaires
were completed on an anonymous basis (meaning Indigenous Corporations could not be
identified, thus nullifying the researcher’s ability to exercise any relevant powers).

14

For further information about the role of the Registrar and ORIC, see www.oric.gov.au
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While the use of SurveyMonkey© helped ensured each participant’s anonymity, the
researcher nonetheless provided the HREC, CSU, with an assurance that any information
obtained during the course of this research would not be used in exercising any statutory
delegations in the course of her employment. The only exception to this (of which potential
participants were informed) would be if illegal conduct was disclosed by participants who
chose to forego their anonymity. In such a case, due to the researcher’s obligations under the
Public Service Act 1999 (Cth) arising from her employment, the researcher would be legally
bound to take further action. However this situation did not occur.
It was also proposed that in the event that a participant raised the researcher’s employment
with ORIC as a concern, that the individual would be reassured that any information obtained
through this study would not be used for any reason other than for the purposes of this
research and would not jeopardise their future relationships with ORIC. Should participants
inquire as to what qualifications/experience the researcher had to be undertaking this type of
research, the researcher was prepared to disclose information about her employment but
also advise that this research was being conducted independently of ORIC and that the final
dissertation (which would be fully de-identified) would be the only product of the research. At
the time this dissertation was being finalised, no concerns regarding the researcher’s
employment had been raised with the researcher or CSU.
Before sending out data requests, conducting interviews and administering the questionnaire,
the approval of the HREC, CSU was obtained to ensure that the rights and liberties of
participants would be preserved. In addition, all variations to the research title, objectives and
methodology were approved by the HREC, CSU and all participants were provided with
information about the purpose of the study, the ethical obligations imposed by the CSU
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through the HREC as well as the researcher’s affiliation with CSU and the Australian Graduate
School of Policing, Faculty of Arts, in particular. Participants were informed that their
participation was voluntary and given information about the action they could take if they
had any concerns about this research.
Data obtained throughout this research was and is kept in a secure location under the control
of the researcher. The data was de-identified at the first available opportunity subsequent to
collection through separating information obtained from participant details and allocating
codes for identification purposes. Information, details and identifiers were stored separately
and securely and are kept confidential. This data is only available to the researcher. Upon
request, de-identified data may be made available to the research supervisor. Beyond this,
confidential records are not accessible by anyone other than the researcher. Results of data
collected are only reported in aggregate form to avoid the identification of individual
responses from the participants.
The risks and ethical considerations associated with this research were taken into
consideration throughout the conduct of this research. While all efforts were made to
minimise risks and burdens to participants, the benefits of being able to provide information
that both Indigenous organisations and Australian Government agencies could use to improve
corporate governance practices and risk mitigation strategies were considered to justify any
remaining burdens and risks.

3.6

Summary

The methodology used in this research included a mix of qualitative and quantitative
approaches and multiple data collection methods including interviews, data requests and a
questionnaire. For the most part, the three phases of the research proceeded simultaneously.
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This chapter included details of the sample groups, the data collection methods, the
techniques used to analyse the data as well as the issues encountered during implementation
of each of the phases, some of which resulted in variations to the research title, objectives
and methodology. This chapter also discussed the limitations, risks and ethical considerations
associated with this research.
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CHAPTER 4: PRESENTATION OF DATA
4.1

Introduction

This chapter presents the data collected through the various phases of the research. The
structure of this chapter follows the phases described in the methodology.

4.2

Phase one – data requests

This phase of the research aimed to analyse data collected from responses to tailored
requests that were sent to Australian Government agencies. However some problems were
encountered during this phase resulting in little data being obtained. This section discusses
these issues, how they have impacted on this research and the conclusions that can be drawn
from this.

Problems with data collection and responses received
Data requests were posted to 10 Australian Government agencies.15 One data request was
sent to each agency with the exception of one agency. In this case data requests were sent to
two different sections within the agency. This resulted in 11 data requests being sent in total.
A reminder letter was posted two weeks later. These requests and reminder letters were
addressed to specific individuals within each agency who were likely to be able to provide the
required information or identify the relevant person within their agency who could do so.
Where no specific individual could be identified, data requests were addressed to branches
within agencies with responsibility for audit, fraud investigation, complaint handling and/or
prosecution functions.
Two responses were received to the requests despite employing the strategies described in
section 3.2 to mitigate a low response rate. Consequently, agencies were followed up by
15

These agencies are listed in section 3.2.
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telephone, email, or in person. Follow up was directed towards specific individuals
responsible for managing the aforementioned functions within their respective agencies. Four
more responses were received totalling six responses altogether. Responses were received
from a cross-section of the agencies contacted. After significant follow-up of the remaining
five agencies, no further responses were obtained. However, within the six responses
received, no data requests were filled. All six indicated one or both of the following reasons
for not providing data: that data of the nature sought is not collected by Australian
Government agencies; or that such data is not available. No other reasons were provided. In
the case of one response, the agency did not provide the data requested as it was not
available and instead directed the researcher to its annual reports, suggesting that they
included statistics that may be of assistance to this research. Subsequently, this agency’s
annual reports for the last five years were reviewed to ensure relevant data had not been
missed as part of the literature review undertaken. This additional review did not result in any
further data relevant to this research.
In another instance, an agency advised that much of the information sought was not recorded
in an electronic system, and ‘it would not be possible for us to manually check the case files’.
This particular agency requested to meet with the researcher. Data obtained from this
meeting has been included in the findings discussed in phase two, as the individual
responding on behalf of this particular agency was specifically invited to participate in phase
two.
The significantly lower-than-anticipated response rate (approximately 55%) for this phase
may have been a consequence of the time and resources required to complete the request.
Alternatively, this may have been because the request was not addressed to a specific
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individual, because limited or no data was available from the agency or because agencies
simply decided not to respond because they did not want to participate. Whatever the
reason, this phase did not result in any data that could be used to answer the research
questions.

4.3

Phase two – interviews

This section presents the data obtained from interviews conducted. Pseudonyms have been
used in this section to ensure the anonymity of interviewees: Rod, Geoff, Robert, Ruth, Henry,
Mary and Ben. While these accurately represent the gender of interviewees, no other
demographic information is included here due to the high risk of identifying individuals given
the small sample size.

Responses received and participation in interviews
Invitations to participate in interviews were sent to 21 individuals. This resulted in 14
individuals agreeing to participate, however only seven individuals were interviewed (the
other seven were not interviewed due to clashing time commitments and time constraints).
In the remaining seven instances, individuals did not respond to the invitation. Individuals
with whom interviews were conducted returned consent forms and chose to participate in
face to face interviews rather than telephone interviews.

Grant corruption and fraud
Interviewees were first asked about their views relating to corruption and fraud of grants by
recipients and what factors they considered contributed to grant corruption and fraud. All
interviewees were of the opinion that grant corruption and fraud were not a significant
problem because of accountability requirements surrounding this funding (i.e. funding
acquittals). Three (Mary, Robert and Henry) made comments to the effect that corruption and
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fraud of grants were usually small in financial value with only the occasional large fraud.
There was also a common view held by four interviewees (Rod, Geoff, Robert and Ruth) that
there are different understandings and interpretations as to what counts as corruption and
fraud and what the requirements of grant funding are. In particular, Rod stated that:
Corruption and fraud should be distinguished from situations where grant funds are used for
purposes outside the terms and conditions of the grant but yet, are still used for legitimate
purposes.

Rod also considered that grant corruption and fraud was ‘not a major problem across the
board, just in some organisations where individuals know how to take advantage of the
system’. Geoff agreed with this and stated:
Those who work the system know the requirements the best … They do this because they can
or because of financial needs i.e. gamblers. They have intent to defraud, misappropriate.

Another interviewee, Robert, felt that:
There are large expectations from funding agencies but that often, organisations in receipt of
grant funding are not resourced to meet these expectations … this, combined with poor
corporate governance, a lack of skills and training by grant recipients, and ineffective
monitoring of grants by funding agencies, creates an environment where grant funds can be
misappropriated.

Robert also questioned the skills of government employees responsible for approving and
monitoring grants. Both Robert and Ruth considered that poor corporate governance
increased the risk of grant corruption and fraud while Geoff commented that
‘mismanagement of grant funds may be accidental and because of a lack of training’.

Do different incorporation regimes impact on the risk of grant corruption and
fraud?
When asked about the different incorporation regimes and whether they thought this
impacted on the risk of grant corruption and fraud occurring in an organisation, four
interviewees (Rod, Ruth, Geoff and Mary) commented that Indigenous corporations are
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subject to more regulation than other Indigenous and non-Indigenous organisations. These
interviewees plus one other (Robert) asserted that ORIC provided more support to
organisations (Indigenous corporations) incorporated under the CATSI Act than is provided by
other regulatory bodies to organisations incorporated under similar legislation. However,
there did not appear to be a particular view held about the different incorporation regimes
and how these impact on the risk of grant corruption and fraud. Rather, Ruth, Rod, Geoff,
Henry and Ben indicated that each incorporation regime was different and suited different
purposes. In this regard, Ruth stated that:
ASIC lets the market look after themselves. They are a low regulator [with respect to the
Corporations Act 2001] and take a cost benefit approach … State/Territory incorporation
regimes have limited resources and offer little or no support for organisations.

Rod was of a similar view and commented that:
ASIC targets the upper end of the market. Not interested in Indigenous corporations. This is
supported by the CATSI Act … The CATSI Act has stronger powers than the ACA Act such as the
fit and proper person criteria. Also, disqualification provisions for directors and senior officers.

Geoff commented that ‘the CATSI Act provides special measures for Indigenous
organisations’, and went on to say:
Of themselves incorporation regimes would not impact on the occurrence of corruption and
fraud of Commonwealth grant funds however the CATSI Act makes it more difficult [for
perpetrators of corruption and fraud] because they are more likely to be caught due to powers
held by the Registrar to regulate these [Indigenous] corporations.

Most noteworthy however was Ruth’s comment that ‘things will fall between the gaps’ where
organisations have subsidiaries that are incorporated under different regimes and are subject
to different regulatory requirements.
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Factors which impact on, or contribute to the risk of grant corruption and
fraud
In relation to data collected about factors impacting on, or contributing to the risk of grant
corruption and fraud, four interviewees (Ruth, Rod, Geoff and Mary) asserted that ensuring a
clear understanding of the requirements of grant funding was critical. In particular, Ruth
stated ‘Goal posts need to be clarified, expectations have to be clear’. Ruth also said ‘Corrupt
individuals know the rules but still break them’. Following on from this, interviewees
considered that there was little to no difference in the factors that impact on or contribute to
the occurrence of grant corruption and fraud in Indigenous corporations compared to nonIndigenous organisations and that the strategies to mitigate the risks of corruption and fraud
were not dissimilar between the two types of organisations either. As part of this,
interviewees identified a mix of the following:


good corporate governance practices (Robert, Geoff, Ruth);



codes of conduct/organisational culture (Ruth, Geoff, Robert);



sound internal controls including policies and procedures, checks and balances (Geoff,
Robert);



skilled and experienced directors, CEO’s and staff (Mary, Robert, Geoff, Rod).

Rod also identified fraud awareness training as an effective strategy. Further, all interviewees
believed that ‘where there is an intention to defraud or be corrupt, there is not necessarily
any distinction between Indigenous and non-Indigenous organisations’ (Geoff). Interviewees
also broadly agreed that the prevailing perceptions about corruption and fraud in Indigenous
organisations were unfounded with Ruth stating that ‘the Indigenous sector is no worse than
any other sector, people over-reach’.
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In discussing with Rod the factors he considered impacted on or contributed to grant
corruption and fraud in Indigenous organisations, he mentioned that in small Indigenous
organisations where there are few or no employees, there is often a lack of internal controls
including little ‘separation of powers or *segregation of+ duties’. Rod also said that:
The risk is higher in these organisations [in contrast with large organisations], particularly one
man shows. A person, who has good literacy skills, is business savvy and knows how to play the
game comes into a community and takes advantage of those with limited or no literacy and
numeracy skills. This makes it easier to defraud … even if an individual can’t read or write, they
can still sign cheques.

Robert also raised the issue of segregation of duties, while literacy levels were also raised by
Ruth and Geoff. Rod on the other hand, specifically commented on issues relating to lack of:


education/awareness of grant funding conditions;



programs to support corporations (i.e. grant funding provided for housing but not for
good staff, systems and infrastructure); and



the inability of auditors to gather sufficient information to arrive at informed views in
relation to the truthfulness and fairness of financial statements, resulting in qualified audit
opinions.

Rod also mentioned good corporate governance practices by directors, members, staff and
the community, with which Robert agreed. Interestingly, Geoff also raised poor governance
practices but differentiated between mismanagement of grant funds and grant corruption
and fraud and stated that the ‘remoteness of an organisation and literacy levels may impact
on understanding of requirements of grant funds resulting in mismanagement but not
necessarily fraud or corruption’.
Ruth commented negatively on the role of professionals and advice they give to Indigenous
organisations especially where there is a lack of literacy and numeracy skills. In particular,
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Ruth considered that at times, professionals take advantage of Indigenous people and provide
poor quality advice, for which they inappropriately charge. Ruth also commented that ‘If
individuals are taught corrupt behaviour, they will habitually engage in it. [For this reason, it is
necessary to] deal with it firmly and continually across the board’. Henry commented that it
was his experience that perpetrators of grant corruption and fraud were usually CEO’s,
directors or book-keepers/accounting staff and that there was generally an even split
between whether the perpetrator was Indigenous or non-Indigenous. Henry was also of the
view that Indigenous people were preyed upon by both Indigenous and non-Indigenous
people, that the typical type of behaviour included coercion and impropriety and that a large
contributor/motivator behind this was ‘power and influence’.
Interviewees suggested that the factors they had mentioned were not necessarily specific to
Indigenous organisations and could apply to non-Indigenous organisations also. However,
interviewees indicated that their experiences and observations were that these factors
increased the risk of grant corruption and fraud in Indigenous organisations especially.
In relation to whether interviewees considered that cultural factors impacted on or
contributed to the risk or occurrence of grant corruption and fraud, Mary said that:
[Corruption and fraud] manifests itself in all localities – remote, regional and urban … if
corruption and fraud in Indigenous corporations is impacted by traditional values and beliefs,
this would be most evident, strong, in remote corporations.

Mary rationalised this by stating that ‘there are two types of nepotism: traditional nepotism,
which is more about family and kinship and cross-cultural nepotism which is dealing and
working with people you know’. Mary then went on to raise cultural issues and remoteness as
being factors impacting on grant corruption and fraud. In particular, Mary commented on
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issues including ‘Western context’ versus ‘kinship, family connectedness’, ‘*CEO+ using
corporation funds and assets for personal and family benefit’ and considered that:
Intent [is] higher in Western culture than Indigenous culture. But for the ones who move
around, small incidents are not pursued which gives the message they can get away with it and
keep doing it. This is particularly a problem for remote organisations and even regionally based
organisations where this means isolation for the white fella. [They are] well hidden if they
want to get away from things.

Conversely, Geoff commented that:
Indigenous people know the difference between right and wrong. Even in more traditional
areas they know this but literacy issues can play a part and cultural ties are more complex. Also
low level corruption such as nepotism is accepted by some Indigenous communities. This is the
most common type of corruption in Indigenous corporations. If this is excused, it will continue
to happen.

Robert also raised issues relating to remoteness and cultural ties and asserted that there are
‘infinite ways of doing the wrong thing’ and that:
[The] remote locality of Indigenous communities and hence corporations can often result in
pressures such as loans, book-ups, the sharing of salary and at times, an attitude of ‘What’s on
our land is ours! Why pay rent!’ I’ll scratch your back …

Ben on the other hand raised the issue of risk in organisations (particularly Indigenous
organisations) where asset registers were generally not maintained as this created
opportunities for theft and the like. Further, Henry and Ben believed that a lot of corruption
and fraud in Indigenous organisations goes unreported because of reprisals such as job loss.
Henry in particular stated that ‘this hinders the investigative process … [and] many witnesses
do not want to go to court’. Henry and Ben asserted that perpetrators of fraud, particularly in
Indigenous organisations, take advantage of factors such as these.

4.4

Phase three – questionnaires

This section presents data collected from questionnaires that were sent to Indigenous
corporations and also discusses the assumptions made and issues relating to data validity.
This section also details:
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responses received to invitations to complete questionnaires;



the profile of respondents and of the Indigenous corporations they represented; and



how corruption and fraud, and the incidence of each, is perceived by respondents.

Assumptions made
It was assumed that respondents of this phase would represent an Indigenous corporation
because the sample was selected from the Public Register (see section 3.4). For this reason,
the questionnaire focussed specifically on Indigenous corporations and did not distinguish
between these and Indigenous organisations except in relation to questions about
respondents’ perceptions about corruption and fraud. This issue is highlighted to provide
clarity as to the presentation of data in this section.

Responses received
Invitations to complete the web-based questionnaire were sent to the contact email
addresses of 855 Indigenous corporations, identified from the spreadsheet referred to in
section 3.4. Of these, 99 were invalid (invitations ‘bounced back’).
Reminder emails were sent 12 days following the initial invitation and again one week prior to
the questionnaire closing. The questionnaire was open for a total of 30 days. Reminders were
not sent to those who had opted out of the questionnaire and those who had contacted the
researcher directly to advise that they would not be participating. In total 53 recipients opted
out of the questionnaire (six used the opt-out link included in the invitation/reminder emails
and 47 contacted the researcher directly by email).
The main reasons provided in emails advising of non-participation included time constraints
and/or lack of resources (12), lack of interest (7), or because their corporation had not
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experienced fraud/had insufficient exposure to the issues raised and/or had only recently
been established (6). In seven instances, individuals advised that they would not be
participating as they were no longer involved in the corporation, their corporation had a
policy of non-participation in surveys and/or their corporation did not receive funding. No
reasons were provided for non-participation in five instances and in three instances,
concerns/scepticism about the motives of the research were raised. Emails were also received
from three individuals who had queries about CSU or the research process. In four other
instances, reasons outside the scope of this research were provided. Of the 47 responses
received advising of non-participation, nine expressed support for this research and 13
requested a copy of the final report. A further eleven emails specifically expressing support
for this research were received. All emails received were acknowledged with all queries
addressed on a case-by-case basis.
In total, 192 responses were received.16 This represents a total response rate of 25.4% (nonresponse rate of 74.6%). This response rate is considered relatively high given that only 59%
of Indigenous corporations were compliant with reporting requirements under the CATSI Act
for 2006-07 (52% for 2005-06) (ORIC 2008a). However, 7% of respondents opted out and 5%
of respondents did not answer every question resulting in these responses being deemed
partially complete. Complete responses, which equated to a response rate of 13.4%,
represented 52.6% of the response rate. Table 1 provides an overview and analysis of
invitations sent and responses received.

16

The number of responses received is the response rate and totals 192 after adding together those who have opted out,
partially complete and complete responses. Emails received specifically indicating support were not included in the response
rate as it is likely that they have either been counted in complete or partially complete responses.
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Number

Response rate (%)*

% of response rate

Invitations to participate

855

-

-

Invalid email addresses

99

-

-

Opted out (using link in invitation or
by contacting researcher directly)

53

7.0

27.6

Partially complete responses

38

5.0

19.8

Complete responses

101

13.4

52.6

Non-response

564
25.4%

100%

TOTALS

* The response rate is calculated on the basis of 756 recipients, the total remaining after subtracting invalid email addresses
(99) from the total number of invitations to participate (855).

Table 1: Number of invitations sent and responses received

The questions most-often answered concerned the organisations profile i.e. location, services
and turnover. In 38 instances, no additional questions were answered resulting in these
responses being classified as ‘partial responses’. For this reason, the following analysis only
takes account of the data contained in complete responses (101).
Note: Some questions only needed to be completed if the preceding question
was answered in the positive. This resulted in less than 101 responses in some
instances. Where this occurred, the lower response rate has been highlighted.
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Profiles of respondents (Questions 11 and 12)
Section one of the questionnaire obtained data about the profiles of respondents. In relation
to respondents’ involvement with the corporation that they were representing, a significant
number indicated their role as CEO (32%), employee (30%) or director (20%). Respondents in
the ‘Other’ category nominated their positions as consultants, accountants, former
employees and administrators. Half (50%) of the respondents identified themselves as
Indigenous, 48% identified themselves as non-Indigenous, and 2% did not provide this
information. Chart 4.1 illustrates the profiles of respondents.

Chart 4.1: Profiles of respondents

Profiles of Indigenous corporations (Questions 1 to 10)
The first section of the questionnaire also sought data about the profiles of the Indigenous
corporations represented by respondents.
Geographic location (Questions 1 and 2)
Respondents represented corporations throughout Australia, with the majority being located
in Western Australia (WA) (38%) and Queensland (QLD) (26%). A large proportion was also
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located in NSW (15%) and the Northern Territory (NT) (12%). Further, corporations were
predominantly situated in remote (43%) or regional (40%) localities throughout Australia.
Charts 4.2 and 4.3 illustrate the location of corporations represented.

Chart 4.2: Location of Indigenous corporations by state/territory

Chart 4.3: Location of Indigenous corporations by capital city, remote and regional Australia
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Functions undertaken by Indigenous corporations (Questions 3 and 4)
In identifying the functions their corporation undertakes, almost half the respondents (48)
provided more than one response, indicating that their corporation is involved in activities
spanning more than one function. For example, some respondents indicated that their
corporation is involved in culture and recreation as well as education and research. Other
respondents indicated their corporation is involved in community/social services as well as
health. A variety of responses were provided by respondents who selected ‘other’ such as
‘retail, agricultural and economic development’, ‘Local Government’, and ‘resource agency
supporting Aboriginal corporations’. The diversity of functions undertaken by respondents’
corporations is illustrated by Chart 4.4.

Chart 4.4: Functions across which Indigenous corporations operate
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Conversely, Chart 4.5 illustrates that the main function of most corporations represented are
community and/or social services (21%), culture and recreation (19%) or health (15%).

Chart 4.5: Main functions of Indigenous corporations

Note: It is acknowledged that the functions identified in this research may not
necessarily reflect all of the activities that each corporation represented
undertakes and there is often overlap between these functions and possibly
different interpretations put upon the categories used. The data collected in this
regard aims to reflect the diverse activities that an Indigenous corporation may be
involved in, though these are likely to be much more varied than is demonstrated
by Charts 4.4 and 4.5.
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Directors (Question 517)
Chart 4.6 shows that the majority of corporations represented (52%) had between six and 10
directors. A large number of corporations (25%) had between one and five directors while
23% had greater than 10 directors.

Chart 4.6: Director numbers of Indigenous corporations

Members (Question 6)
As shown by Chart 4.7, the number of members of an Indigenous corporation can vary
significantly. More than three quarters of the respondents represented corporations with
more than 20 members. This included a significant number of corporations (54%) with
membership greater than 50. Almost one-quarter of respondents (22%) represented
corporations with membership between one and 20.

17

The questionnaire used the terms Board and Governing Committee instead of directors because at the time of distributing
the questionnaire, not all corporations had transitioned from the ACA Act to the CATSI Act. The ACA Act used the term
Governing Committee. This was considered to be the term that most respondents would be familiar with because the CATSI
Act was only implemented on 1 July 2007. Although it was also considered that some respondents might be familiar with the
term Board notwithstanding that the term used by the CATSI Act is directors. Because this research focuses on Indigenous
corporations, the term director has been used in this dissertation.
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Chart 4.7: Member numbers of Indigenous corporations

Employees and volunteers (Questions 7 and 8)
Chart 4.8 illustrates that the majority of corporations employ staff, with about half (51%)
employing between one to 20 employees. A relatively high proportion (20%) does not employ
any staff while 16% employ between 21 and 50 employees. A small proportion (7%) employs
more than 100 staff and 6% have between 51 and 100 staff. Also shown in Chart 4.8 is that a
significant number of corporations (62%) use between one to 20 volunteers while 35% do not
use any. Only a very small proportion of corporations (3%) use more than 21 volunteers with
no corporations using more than 100 volunteers.
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Chart 4.8: Employee and volunteer numbers of Indigenous corporations

It is unknown whether respondents included unpaid directors amongst their corporation’s
volunteers, a possibility since most directors of Indigenous corporations are
unremunerated.18 However, this is not considered to be an issue given the purposes of this
research and the fact that data collected from this part of the questionnaire was only to
establish a profile of the types of corporations represented.

18

The ACA Act was silent in regards to director’s remuneration. However under Division 252 of the CATSI Act, unless the
constitution of an Indigenous corporation provides otherwise, directors are not to be paid remuneration.
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Turnover (Question 9)
Chart 4.9 shows that the annual turnover of corporations represented varies greatly. More
than half of the respondents (52%) indicated their corporation had an annual turnover of
under $500,000, just over one-quarter of corporations (27%) had turnovers between $1
million and $10 million, 13% had turnovers between $500,000 and $999,999, only 8% of
corporations had turnovers greater than $10 million.

Chart 4.9: Indigenous corporations grouped by turnover

Funding Sources (Question 10)
As illustrated by Chart 4.10, many corporations had more than one main funding source with
most reliant on government funding (79%) and/or income generated through business
operations (30%). Donations (9%), fund-raising (4%), mining royalties (3%), sponsorships (3%)
and membership/subscription fees (3%) were also identified as main sources of income for
some corporations.
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Chart 4.10: Main funding sources of Indigenous corporations

How corruption and fraud is perceived by respondents (Questions 13 to 19 and
33)
This section presents data in relation to respondents’ perceptions about corruption and fraud
in Indigenous organisations including their own corporation and whether they considered
that corruption and fraud would be a problem for their corporation in the future. Data about
what respondents felt needs to occur to address prevailing perceptions about Indigenous
organisations was also sought.
Respondents’ perceptions about corruption and fraud in Indigenous organisations
(Questions 13 and 14)
As shown in Chart 4.11, a large number of respondents (42%) believed there was truth to the
perception that corruption and fraud are more prevalent in Indigenous organisations than
other (non-Indigenous) organisations. Conversely, 35% did not believe there was truth in this
perception and 23% responded that they did not know.
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Chart 4.11: Respondents’ views about whether there is truth in the perception that corruption and fraud are
more prevalent in Indigenous organisations than other (non-Indigenous) organisations

Respondents who considered that there is truth in the perception that corruption and fraud is
more prevalent in Indigenous organisations provided a variety of reasons, of which some
common themes were identified through content analysis. Thirty-seven usable responses
were given out of a total of 43 responses, and the percentages referred to in the remainder of
this sub-section are all based on these 37 responses. Thirty-eight percent of respondents felt
that deficiencies in one or more of governance and financial capacity, skills, training and
education contributed to this perception. Many of these responses referred to nepotism
(13%) and/or a lack of transparency and accountability (13%) within these organisations. One
response reflective of these issues included ‘Lack of proper accountability mechanisms. Lack
of transparency. Lack of sufficient oversight … Management is not selected on the basis of
their qualifications or experience … ’.
A further 20% of respondents specifically identified the risks associated with nepotism, with
one stating that ‘in Indigenous organisations where family members are working … there is a
strong possibility that corruption and fraud can take place’. Another respondent stated
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‘Nepotism leads to employment of people who lack qualifications, skills and often lack
scruples’. Cultural issues (13%) (such as sharing money and possessions, demands resulting
from kinship matters) as well as abuse of power (10%) (including over-riding of internal
controls), and a lack of understanding regarding directors’ duties and what grant funds can be
used for (8%) were also raised as factors contributing to prevailing perceptions about
Indigenous organisations. The following responses are reflective of some of these issues.
Because of the kinship system that exists within Indigenous communities, most organisations
have many close family groups involved and elected onto these committees therefore policies
& procedures are abused …
… the Board constantly trying to get around policy and procedure to increase money into
their own pocket. This is not the whole Board but members that have achieved power on the
Board and use it for their own good i.e. travel allowance, phone usage.
Their cultural perspective on sharing money and possessions and little to no accountability
and transparency in their organisation.
Boards composed of individuals who do not understand their roles and responsibilities …

One respondent also stated that there is a ‘general lack of understanding by [the] wider
community’ regarding cultural issues.
A large number of respondents (15%) cited the media as playing a key role in contributing to
prevailing perceptions about Indigenous corporations. One respondent stated ‘Instances of
fraud of ATSI19 corporations are portrayed in the media more often than fraud by non ATSI
organisations’. Some respondents (13%) raised the issue of there being few or no
ramifications for those who do the wrong thing while others (8%) referred to a lack of
monitoring by Government.

19

The acronym ‘ATSI’ is commonly used within Indigenous Affairs to refer Aboriginal and Torres Strait Islanders. Many
participants in the research preferred ‘ATSI’ to the researcher’s ‘Indigenous’, as will be seen in various quotes throughout this
dissertation.
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Respondents perceptions about corruption and fraud in Indigenous corporations (Questions
15 and 16)
Chart 4.12 shows that more than one third (39%) of respondents considered that corruption
and/or fraud was a problem in Indigenous corporations20 while almost one quarter of
respondents (24%) did not think corruption and/or fraud was a problem. A large proportion of
respondents (37%) did not know.

Chart 4.12: Respondents’ perceptions about whether corruption and fraud are a problem in Indigenous
corporations

Thirty-three usable responses were provided by 39 respondents who considered corruption
and fraud to be a problem in Indigenous corporations. Generally respondents provided more
than one reason for their view. These reasons were also analysed to identify common
themes.
In 15% of responses, personal observations of corruption and fraud were noted. One
comment reflective of this included:

20

The questionnaire asked respondents whether they considered that corruption and/or fraud was a problem in
corporations incorporated under the ACA/CATSI Act, otherwise known as Indigenous corporations.
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From personal experience I have seen people move from corporation to corporation
repeatedly abusing the system through financially supporting themselves. I am not talking
about wages but accessing money from government funds for personal things …

Cultural issues were referred to in 12% of responses with one respondent commenting that
‘Traditional family obligations make it difficult for elected persons to be impartial. There is
also a strong belief about ‘me first’. Abuse of power within Indigenous corporations, at times
resulting from dominant family groups, was identified by 12% of respondents and 9% of
responses referred to misuse of assets. One respondent stated:
[The] Dynamics of membership allow individuals and families to dominate and do with the
assets of the corporation as they please. [There is a] prevalence of an entitlement mentality to
the assets of the company…

A lack of capacity was also identified by 12% of respondents, with some referring to issues of
poor governance and a lack of understanding by directors, employees and members as to
what action they can take in the case of corruption and fraud, and others referring to issues
related to language barriers and poor literacy and numeracy skills. Another 12% of
respondents felt there was inadequate monitoring of grants by government. In one instance,
this was attributed to ‘incompetent officials’ and was believed to ‘enable the fraudulent
acquittals’ of grant funds. In 9% of responses, views about there being no ramifications for
those who are corrupt or fraudulent were put forward while in a further 9% of responses,
media attention was cited.
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Respondents’ perceptions about corruption and fraud in their own corporation (Questions
17 and 18)
As shown by Chart 4.13, a significantly high proportion of respondents (74%) did not consider
corruption and/or fraud to be a problem in their corporation, 21% did perceive it to be a
problem and a small percentage (5%) did not know.

Chart 4.13: Respondents’ perceptions of corruption and fraud in individual corporations

Respondents who considered corruption/fraud to be a problem in their corporation generally
provided more than one reason for their view. In total, 17 out of 20 responses were usable. In
35% of these responses, personal observations or the corporation having previously
experienced corruption/fraud was cited as the reason why respondents considered
corruption and fraud to be a problem in their corporation. Comments reflective of this
included ‘I see several Board members who have committed or attempted to commit fraud’
and ‘I have worked in the community a long time and have seen the corruption and fraud
firsthand’. A further 18% of respondents identified known instances of misuse/theft of assets
as being the reason they considered corruption/fraud to be an issue for their corporation. For
instance, one respondent commented on ‘minor pilfering, *and+ misuse of vehicles … by the
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Board …’, while another respondent stated ‘Equipment disappears, staff do not work full
hours they claim they do, equipment used inappropriately’. Another 18% of respondents
identified poor internal controls including ‘insufficient policies’ and/or a lack of segregation of
duties as contributing to their organisation’s susceptibility to corruption and fraud.
Interestingly, one respondent commented that:
It would be incorrect to call it fraud in a technical sense. It is behaviour that is highly
unethical while not directly transgressing any laws. The organisation’s objectives and
resources have been perverted to service personal ends and ambitions. This has been allowed
to flourish because there are no effective accountability mechanisms and the reporting
requirements are easily met (and not well scrutinised).

Respondents’ views about what needs to occur to address prevailing perceptions about
Indigenous corporations (Question 19)
A total of 99 responses were provided regarding what, if anything, respondents thought
needs to occur to address perceptions about corruption and fraud in Indigenous corporations.
Of these responses, 93 were usable and generally included more than one issue. Almost one
third of respondents (30) considered that greater transparency and accountability were
required to address prevailing perceptions about Indigenous corporations. Some of these
respondents (11%) believed there should be ramifications for those who do the wrong thing
and often identified the strengthened regulatory and enforcement powers of the Registrar
contained in the CATSI Act. Comments supporting views about greater transparency,
accountability and implications for corrupt and fraudulent individuals included:
Ensure that organisations are fully transparent and audited annually. Ensure that a register
of fraudulent operators is made available to assist organisations when recruiting …
Just need to make sure people who have been known to fraud government dollars [are]
marked in a way so they are kept away from organisations [sic]
Changes to federal law have given ORIC the ability to black list employees of corporations
that have been found to be fraudulent. These listings would be well received if posted to
corporations and employment agencies on a regular basis.
By organisations having the ‘guts’ to actually charge people for fraudulent behaviour.
Actually prosecuting the alleged offenders quickly and publicly.
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Twenty-three respondents (25%) considered that capacity development, such as building
skills through education and training, would assist in changing prevailing perceptions.
Comments supporting this included ‘Build internal capacity for Indigenous people to deal with
issues directly within their own organisations’, ‘Adequate training to Board of Directors on
their roles and responsibilities’, ‘More Governance Training in organisations and make it
compulsory’, ‘Provide more Financial Training for governing committee members’ and ‘Better
education of office bearers as to their responsibilities’. Other responses concurring with these
comments included:
Education, education, education. Governance training and anything to do with Governance
should not be a one off thing. Change is continuous and progressive, hence Governance as
well. Community based organisations don’t understand the ideals of their constitution let
alone many even seeing and understanding how it guides and controls all movements within
the corporation.
People need to be educated to understand the things that are happening around them. We
offer regular governance training to empower our members so they understand what
happens to all the money that passes through our organisation. This takes time. We think
about different ways in which we can explain things, so it is as clear as possible. We know
that everything will not be understood after one governance training session, but after years
of regular training things will be understood.
Educating ATSI people about their rights and responsibilities to running organisations … Also
educating a new generation of ATSI people in regards to running small businesses and
world’s best business practice. Educating ATSI in regards to finance, spending and debt and
making this a life SKILL. EDUCATION EDUCATION EDUCATION [sic].

Fifteen respondents (16%) also felt that more needed to be done to promote awareness
within the wider community about the rigorous accountability requirements surrounding
grant funding, the terms and conditions of this funding and the true levels of corruption and
fraud in Indigenous corporations. This is demonstrated by the following comments
respondents made:
Aboriginal corporations source most of their funding from Government. There are important
accountability checks that come with those grants and terms and conditions that need to be
adhered to. The wider community need to be aware of all the terms and conditions that
come with public money.
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Make public the statistics about corruption and fraud generally within the community vs ATSI
corps [corporations].
There should be an awareness to the mainstream population of the stringent reporting
processes that are put on Indigenous organisations that are over and above the mainstream
which could be seen as discriminatory but we as Indigenous organisations jump these hoops
so that we can show that we are more accountable for our dollars than most if not all nonIndigenous orgs [sic].

Nine respondents (10%) believed that the media had created or contributed to these
perceptions and that more ‘good news’ stories should be published. This was supported by
comments such as ‘Focus on all the good work that is being achieved instead of the media
feeding on the negative …’, ‘For Aboriginal Corporations that are meeting their financial
obligations to be published in some way’, and ‘Release more media stories on successful
Aboriginal organisations’. Two particularly interesting comments were:
Give the same amount of media attention that Aboriginal organisations get when things go
wrong. Highlight all the great achievements and share best practice. Go all out to promote a
positive image, bust the myth …
It is quite obvious from the news and current affairs programs that there is corruption and
fraud in just about any sector .. Aboriginal & Torres Strait Islander Corporations just stand
out because we are so few in no’s [sic] ..

Six respondents (7%) considered that ensuring that directors of Indigenous corporations are
responsible and honourable was important in addressing perceptions, as well as recruiting
appropriately qualified and skilled staff. Comments reflecting this included:
Organisations have to be diligent when selecting employees to make sure, as far as is
possible, that those employed have the utmost integrity.
No one with a suspect history. I mean having been on boards that have failed. People with [a]
violent past. There needs to be some kind of integrity level, not just a code of conduct or
service charter that has been written by themselves [sic].

Twenty respondents (22%) provided diverse comments relating to organisational structures
‘based on the cultural systems they are supporting’, adequate organisational resources and
making directors responsible for their decisions.
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Respondents’ perceptions about corruption and fraud in their corporation in the future
(Question 33)
As illustrated by Chart 4.14, most respondents (80%) did not think that corruption and/or
fraud will be a problem for their corporation in the future while only 11% of respondents
expect that it will be a problem. A small proportion of respondents (8%) were undecided.

Chart 4.14: Respondents’ perceptions about whether corruption and fraud will be a problem for their
corporation in the future

Corruption and fraud in Indigenous corporations (Questions 20 to 30)
This section presents data relating to the incidence, if any, of corruption and fraud in
Indigenous corporations and if instances of corruption and fraud are found, reports the
nature of this misconduct, characteristics of the perpetrator, whether collusion was involved
and how and when the corruption/fraud was discovered.
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What corruption and fraud has occurred? (Question 20)
As shown by Chart 4.15, a large number of respondents (67%) reported that their corporation
had not experienced corruption or fraud in the last two years. The remainder of this section
details data collected from the remaining one-third (33%) of respondents who reported that
their corporation had experienced corruption or fraud in the last two years.

Chart 4.15: Indigenous corporations that reported experiencing corruption/fraud in the last two years

In total, 357 instances of corruption/fraud were reported by 33 Indigenous corporations.
Twenty-one of these corporations reported experiencing more than one incident.
What types of corruption/fraud were reported? (Question 21)
The most common types of corruption/fraud reported by respondents were kickbacks,
bribery and fraudulent benefits (21%). A relatively high number of incidents relating to theft
of assets (19%), expense account fraud (12%) and cash theft (11%) were also reported. The
types of corruption and fraud reported by respondents are shown in Chart 4.16.
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Chart 4.16: Types of corruption/fraud reported as occurring in Indigenous corporations

While detailed information about the types of corruption and fraud occurring was not sought,
some respondents made the following comments: ‘Unauthorised use of company fuel card to
fill own car’, ‘Misuse of corporation’s assets, receiving remuneration for no effort etc’,
‘corruption within board members not fraud involving money *sic+’ and ‘Improper use of
vehicle*s+ … computer …’. One respondent also stated, as a final comment to the
questionnaire:
With respect to the number of instances of fraud occurring over the past two years, it is not
possible to say with certainty since the payment of exaggerated salaries and benefits
together with the hiring of inappropriate people is an ongoing process. It is similarly difficult
in those conditions to quantify the loss (in $ terms).

Who committed the corruption/fraud? (Questions 22 to 25)
Chart 4.17 shows the gender of perpetrators. According to the data collected, more males
(42%) than females (24%) perpetrated corruption/fraud although the gender of the
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perpetrator in almost a quarter of instances (24%) was not known. A number of respondents
(10%) did not provide data in this regard.

Chart 4.17: Gender of perpetrators of corruption and fraud in Indigenous corporations

As illustrated by Chart 4.18, in 49% of responses, the perpetrator was Indigenous and in 24%
of instances, the perpetrator was non-Indigenous. In 15% of instances, the respondent did not
know whether the perpetrator was Indigenous or not and in 12%, no response was provided.

Chart 4.18: Background of perpetrators of corruption and fraud in Indigenous corporations
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In almost one quarter of responses (23%), the perpetrator was reported to be between 40 49 years of age and in 16% of responses, the perpetrator was between 30 and 39. In some
instances, the perpetrator was between 20 and 29 years (13%) and 50 and 60 years (13%)
while in a few instances, the perpetrator was younger than 20 years old (6%). No instances
were reported where the perpetrator was older than 60. In a large number of incidents (22%),
the age of the perpetrator was not known and in 7% of responses, an answer was not
provided. This is shown in Chart 4.19.

Chart 4.19: Age of perpetrators of corruption and fraud in Indigenous corporations

Chart 4.20 shows that perpetrators generally held positions of director (22%), non-accounting
employee (18%) or CEO (16%) within the corporation. A relatively high level of corruption and
fraud was also reported to have been perpetrated by external parties (10%), while a
significant number of respondents (18%) did not know the perpetrators’ involvement with the
corporation.
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Chart 4.20: Position of perpetrators of corruption and fraud in Indigenous corporations

Was collusion involved? (Questions 26 and 27)
Respondents reported that collusion was involved in 33% of instances. Interestingly, the same
number of respondents reported no collusion (33%), or did not know (33%) if collusion was
involved. A small percentage (1%) did not respond to this question. Chart 4.21 illustrates the
incidence of collusion reported.

Chart 4.21: Incidence of collusion
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Where collusion was reported, the colluder was usually a director (29%), a CEO (19%) or an
external party (19%). In some instances, non-accounting employees (14%), non-executive
management (5%) and accounting employees (5%) colluded with the perpetrator. This is
illustrated in Chart 4.22.

Chart 4.22: Position of colluders of corruption and fraud in Indigenous corporations

The questionnaire did not seek to obtain data on the colluder’s age, gender or whether the
colluder was Indigenous or non-Indigenous.
What was the value of the corruption/fraud? (Question 28)
As shown in Chart 4.23, the most significant corruption/fraud reported by respondents’
corporations in the last two years was under $50,000. Most respondents (55%) reported that
the value of the corruption/fraud was less than $10,000. Only 19% reported that the value
was between $10,000 and $49,999, 13% reported the value to be between $100,000 and
$499,999 and 9% of corruption/fraud reported was between $50,000 and $99,999. Only a
small proportion (4%) reported that the corruption/fraud was greater than $500,000.
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Chart 4.23: Value of most significant corruption/fraud in Indigenous corporations in the last two years

How was the corruption/fraud discovered? (Question 29)
As illustrated by Chart 4.24, 34% of corruption and fraud was detected through internal
controls. Internal audit (10%), whistle-blowing and tips (20% in total) were also effective in
detecting corruption and fraud. Respondents selecting ‘Other’ indicated the corruption/fraud
was detected through a variety of means including by ‘police’, ‘Bank Manager phoned
Manager of the organisation’, because the ‘place *was+ broken into’, a ‘Trashed Vehicle’,
‘Bloody obvious when a vehicle is missing from the fleet ... not subtly done, very naïve’. One
respondent indicated that the corruption/fraud was discovered as a consequence of a
‘Review of *the+ financial position by *an+ Administrator’.
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Chart 4.24: Methods by which corruption/fraud discovered in Indigenous corporations during the last two
years

When was the fraud discovered? (Question 30)
Most corruption and fraud was reported to have been discovered immediately (36%) or
within 6 months of it occurring (39%). An additional 16% was reported as being discovered
within one year. This is shown in Chart 4.25.

Chart 4.25: Period of time before the corruption/fraud was discovered
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Corruption and fraud prevention in Indigenous corporations (Questions 31
to 32)
This section looks at whether respondents considered the prevention of corruption and fraud
to be important in their corporations and what factors they thought would reduce the risk of
corruption and fraud occurring in their corporations.
Is the prevention of corruption and fraud important? (Question 31)
As illustrated by Chart 4.26, the majority of respondents (75%) felt that preventing corruption
and fraud was extremely important within their corporation. A large number of respondents
considered the prevention of corruption and fraud to be very important (12%) or important
(6%) to their corporation, while only a small number of respondents felt that preventing
corruption and fraud was only slightly important (3%), or not important at all (4%).

Chart 4.26: Level of importance Indigenous corporations place on preventing corruption and fraud

What factors reduce the risk of corruption and fraud? (Question 32)
Most respondents provided more than one response when reporting on the methods that
their corporation uses to prevent corruption and fraud. External and internal audit functions
(53% and 47% respectively) as well as internal controls (53%), an ethical culture (47%) and a
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fraud control policy (37%) were the main methods used. Only 13% of respondents indicated
their corporation conducted fraud risk assessments, only 10% conducted fraud awareness
training and even fewer (7%) had whistle-blowing facilities. Some respondents (10%)
indicated that they relied on a history of dismissal/prosecution, while some respondents (6%)
indicated that their organisation had no methods in place. This is illustrated by Chart 4.27.

Chart 4.27: Methods used to prevent corruption and fraud in Indigenous corporations

‘Other’ responses (8%) provided by respondents indicated that these organisations had
limited methods in place. For instance, comments provided by respondents included ‘don’t let
[sic+ keys lying around’, ‘All members of our organisation are committed to the rights and the
wellbeing of all Aboriginal People’, ‘established a policy and procedure manual’ and ‘Police
Involvement’, ‘… independent investigation, prosecution’, and ‘Recovery from Small Claims
Court’. Other comments included ‘High accounting *sic+ and transparency in place’,
‘Committees need to make it hard to access funds from budgets eg three signatures on
cheques’, ‘The integrity of the Chairperson and CEO’, ‘by employing skilled, experienced
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people in the roles where money is handled’, ‘Good governance’, and ‘board and employee
education, a culture of fairness and transparency’. Particularly noteworthy at this stage, is one
respondent’s final comment on the questionnaire:
I’d say there are 5 reasons why we have avoided corruption and fraud to date:
 Ethical and transparent staff
 Good governance training for the committee
 External accountant with total access to the books
 External auditor
 External Governance trainer.

Final comments by respondents (Question 34)
Respondents were provided an opportunity at the end of the questionnaire to provide
comments about this research. As indicated at section 3.4, 18 out of 48 respondents
specifically indicated support for this research through comments such as:
What the [Indigenous] community needs is to be able to have the tools to address these
problems.
Hopefully you may be the tip of the feather to start the process. On behalf of my group who
were formed because of corruption in other Indigenous corporations, we look forward to your
findings.
Very happy to take the time to respond, there is a huge need for more research in relation to
this issue. Good stuff!!!
Any research that goes to preventing a fraudulent or corrupt situation is well worthwhile. Our
corporation believes that any research benefiting aboriginal corporations [sic] should be
encouraged.
I hope that this information may be able to help the Indigenous organisations function better
for the future.

Three respondents raised important and interesting points including:
Is there any information on the level of fraud in Aboriginal Corporations compared to nonAboriginal Corporations?
I think it is important to not just target Aboriginal corporations and I am hopeful that this kind
of research is carried out on non-Indigenous corporations
This type of research is firstly long overdue and not culturally appropriate if it is specifically
aimed at Aboriginal and Torres Strait Islander corporations. Face to face and one on one
questioning is more relevant and ideal. In the main, most ‘grassroots’ people will have trouble
reading and understanding the concepts within this particular research.
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Four respondents specifically expressed reservations about the research. Comments provided
by these respondents included ‘What’s the point?’, ‘mm’, ‘I hope this report does not cast any
dispersions [sic] onto well run Indigenous organisations’, and
What does it hope to achieve to [sic] people on the ground in small Indigenous organisations
other than another report by an academic? How will they be supported by this?

Five respondents expressed concern regarding the construction of the questionnaire. The
primary concern was that the questionnaire asserted that corruption and fraud is more
prevalent in Indigenous corporations. This view was contended by three respondents with
two stating: ‘… You have assumed that corruption is more rife [sic] in Aboriginal communities
…’ and ‘there is a constant persuasion that fraud/collusion exists and has always existed …’.
Two respondents also felt that the questions were limited: ‘These were hopelessly superficial
questions …’ and ‘This is not a true and accurate survey. There were some answers I wanted
to give but could not … ‘.
A significant number of respondents also used this opportunity to expand on issues raised by
the questionnaire and to provide general comments about this research. Comments
expanding on issues raised earlier in this dissertation have been included at the relevant
sections.

4.5

Summary

This chapter presented the data that was collected throughout this research. This included
data about perceptions in relation to grant corruption and fraud, both in Indigenous
organisations and in other (non-Indigenous) organisations as well as data about the extent
and nature of corruption and fraud occurring in Indigenous corporations. As part of this, data
relating to factors which impact on, or contribute to the risk of corruption/fraud were
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presented. Problems encountered during data collection in phase one and the assumptions
made with respect to data collected in phase three were also addressed.
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CHAPTER 5: ANALYSIS AND FINDINGS
5.1

Introduction

This chapter presents the findings that have resulted from analysing data collected
throughout this research. Where possible, this data is compared to similar data about not-forprofit organisations and large organisations in the private and public sectors.
Even though fraud is considered to be the most expensive category of crime, it cannot be
quantified (Grabosky 1991; Smith 1997; Commonwealth Fraud Control Guidelines 2002). This
is because government agencies invest varying levels of resources into collecting data about
corruption and fraud and there are inconsistencies in the way data is captured and analysed
(Smith 1997; ANAO 2004). This is further compounded by the fact not all fraud is reported
(AIC 2008b, 2006; BDO 2008, 2006; KPMG 2006). For these reasons, limited or no data about
corruption and fraud is available from Australian Government agencies. The exception to this
are the statistics collected by the CDPP that indicate that there has only been one significant
case of grant fraud prosecuted, and some statistics published by the ABS about imprisonment
rates for deception and related offences (see section 2.4). However this data does not
facilitate any conclusions as to the level of grant corruption and fraud in Indigenous
organisations let alone any other (non-Indigenous) organisation.
Responses to data requests sent in phase one indicated that none or limited data was
available or data was only held on case files and was not easily accessible (see section 4.2).
This is interesting because these agencies were expected to keep relevant data due to their
role with respect to grant funding and/or investigations and prosecutions of alleged
corruption and fraud. This could also be a reason for the high non-response rate to data
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requests, although this is not conclusive because agencies may have simply decided not to
participate. However, if it is the case that relevant data is not held by these agencies, this
would suggest that even though the Commonwealth Fraud Control Guidelines (2002) require
annual reporting on this, and the ANAO identified and reported on this deficiency in 2004,
agencies are still not meeting their obligations in this regard. This may be a contributing factor
to prevailing perceptions about the levels of corruption and fraud in Indigenous organisations
and is further explored in section 5.4.
Data such as that obtained from the questionnaires distributed in phase three has not been
collected previously with regards to Indigenous corporations. Consequently, data obtained
during this research was compared, where possible, to similar data regarding not-for-profit
and large organisations to identify similarities and differences between these organisations
and Indigenous corporations. This included a comparison of the profiles of these
organisations to establish the context of the findings and to assist their interpretation.

5.2

Diversity of Indigenous corporations compared to not-for-profit
and large organisations

This section considers the diversity in profiles of Indigenous corporations and where possible,
compares this to not-for-profit and large organisations. This section was considered necessary
to identify the similarities and differences between these organisations before undertaking
comparative analysis of data relating to instances of corruption and fraud.

Geographical location
The data collected in phase three indicates that the profiles of Indigenous corporations are
extremely diverse. In relation to their geographical location, most were located in WA (38%),
QLD (26%), NSW (15%) or the NT (12%) (see section 4.4). Detailed analysis of this data
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indicated that the majority of corporations were located in remote and regional WA (23% and
12% respectively), regional QLD (14%), and regional NSW (11%). However to ensure the
anonymity and confidentiality of corporations represented, further breakdown of this data
was not considered appropriate given the low numbers of corporations undertaking particular
functions in certain localities.
Not-for-profit organisations included in BDO’s surveys are similarly diverse in that they were
geographically spread across Australia, with many situated in NSW/ACT (25% - 2008; 22% 2006), QLD (20% - 2008; 16% - 2006) or Victoria (VIC) (16% - 2008; 17% - 2006). No
information was available as to whether not-for-profit organisations were located in a capital
city, regionally or remotely. Further, no data was available in terms of the geographical
location of large organisations included in KPMG’s survey other than that these organisations
were from both Australia and New Zealand.

Functions
Most Indigenous corporations were involved in community and/or social services (22%),
culture and recreation (19%), or health (15%) as their main function, although most
corporations undertake wide-ranging activities which often span more than one function (see
section 4.4). This is not dissimilar to not-for-profit organisations according to BDO (2006). Key
functions undertaken by not-for-profit organisations were health (18% - 2008; 28% - 2006),
social services (16% - 2008; 16% - 2006), business and professional associations and unions
(14% - 2008; 18% - 2006), education and research (13% - 2008; 18% - 2006) and culture and
recreation (11% - 2008; 13% - 2006). No data was available as to the types of functions
undertaken by large organisations included in KPMG’s 2006 survey however information
about the industries in which they operated was provided. This information indicated that
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large organisations operated in extremely diverse industries such as federal, state and local
government (14.7%), power (5.6%), building and construction (5%), mining (4.5%), food and
beverage (4.4%), transport (4%) and insurance (4%), for example. It is unknown whether any
large organisations spanned more than one industry.

Directors, members, employees and volunteers
Most Indigenous corporations (52%) had between six and 10 directors although it was not
uncommon for corporations to have less than five directors (26%) or more than 10 directors
(22%) (see section 4.4). However, the high percentage of corporations with more than 10
directors was not anticipated. This is because the sample only included Indigenous
corporations (see section 3.4) and under section 243-5 of the CATSI Act, the maximum
number of directors allowed is 12.
Even though the questionnaire did not allow respondents to specifically indicate whether
their corporation had more than 12 directors, data collected (particularly data showing that
6% of corporations had more than 15 directors) indicated that some corporations had not
fully transitioned to the CATSI Act. This conclusion is drawn because under the ACA Act (and
during the transitional period), no restriction was placed on the number of governing
committee members allowed.
Another reason, although less likely, for why a higher-than-anticipated number of
respondents indicated their corporation had more than 10 directors, is because some
respondents may have been representing an Indigenous organisation incorporated under
legislation other than the CATSI Act, such as the Corporations Act 2001 (Cth) or other state
and territory legislation. Legislation such as these do not contain equivalent requirements
regarding the maximum number of directors/committee members an organisation can have.
Dissertation for Master of Arts in Fraud Investigation
Jodie Goddard - Student ID: 94068825

Page 94

This possibility is put forward as it is the researcher’s professional experience that within
Indigenous affairs, individuals are often involved in more than one organisation, each of
which may be incorporated under different legislation. Notwithstanding this, for the purposes
of this research, respondents of phase three were considered to represent Indigenous
corporations rather than Indigenous organisations.
The membership of an Indigenous corporation can vary with more than three-quarters of
corporations having more than 20 members. This included 54% of corporations with
membership greater than 50 (see section 4.4). Data was not available regarding the number
of directors/committee members, or membership/shareholding, of not-for-profit and large
organisations.
The numbers of employees that Indigenous corporations and not-for-profit organisations
engage vary significantly. Most Indigenous corporations (51%) and not-for-profit
organisations (45% – 2008; 65% – 2006) engage between one and 20 employees (see section
4.4). Conversely, a high proportion of Indigenous corporations (20%) employ no staff at all in
comparison to not-for-profit organisations (4% - 2008; 0% - 2006). Slightly less Indigenous
corporations (16%) engage between 21 and 50 employees, as compared to not-for-profit
organisations (20% - 2008; 12% - 2006) while more not-for-profit organisations (20% - 2008;
14% - 2006) than Indigenous corporations (7%) engage over 100 staff. More not-for-profit
organisations (11% – 2008; 9% – 2006) employ between 51 and 100 employees than
Indigenous corporations (6%). Table 2 provides a comparative analysis of the numbers of
employees that Indigenous corporations and not-for-profit organisations engage. Data was
not available in relation to the number of employees of large organisations.
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Number of employees

Indigenous
corporations

Not-for-profit organisations
2008

2006

> 100

7%

20%

14%

51 – 100

6%

11%

9%

21 – 50

16%

20%

12%

1 – 20

51%

45%

65%

0

20%

4%

0%

100%

100%

100%

Table 2: Comparative – Numbers of employees in Indigenous corporations and not-for-profit organisations

The numbers of volunteers that Indigenous corporations and not-for-profit organisations use
varies but is roughly comparable. Most Indigenous corporations (62%) and not-for-profit
organisations (42% - 2008; 52% - 2006) use between one and 20 volunteers, while 35% of
Indigenous corporations and 38% of not-for-profit organisations reported that they did not
use any in 2008. No not-for-profit organisations reported using no volunteers in 2006,
although almost one-quarter (24%) used more than 100 (BDO). Similarly, no not-for-profit
organisations reported using more than 100 volunteers in 2008 (BDO 2008) as was the case
for Indigenous corporations. Some not-for-profit organisations (13% - 2008; 15% - 2006) used
between 21 and 50 volunteers while hardly any Indigenous corporations (1%) reported using
the same number. Table 3 provides a comparative analysis of the numbers of volunteers that
Indigenous corporations and not-for-profit organisations use.
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Number of volunteers

Indigenous
corporations

Not-for-profit organisations
2008

2006

> 100

0%

0%

24%

51 – 100

2%

7%

9%

21 – 50

1%

13%

15%

1 – 20

62%

42%

52%

0

35%

38%

0%

100%

100%

100%

Table 3: Comparative – Numbers of volunteers in Indigenous corporations and not-for-profit organisations

The above analysis of employee and volunteer numbers of Indigenous corporations compared
to not-for-profit organisations indicates that generally, Indigenous corporations are more
reliant on volunteers than employees and also employ less staff than not-for-profit
organisations.21

Turnover and funding sources
There is significant diversity in the operational sizes of Indigenous corporations and not-forprofit organisations as determined by annual turnover. However, in this regard, the profiles of
Indigenous corporations differ to those of not-for-profit organisations. Slightly more than a
quarter of corporations (27%) had turnovers between $1 million and $9,999,999, while most
not-for-profit organisations (44% - 2008; 32% - 2006) had turnovers in the same range. A large
number of Indigenous corporations (24%) had turnovers between $100,000 and $499,999 as
did 17% of not-for-profit organisations (25% - 2006). Only a small number (8%) of Indigenous
corporations had turnovers greater than $10 million in comparison to not-for-profit

21

KPMG did not provide similar data in relation to large organisations. While some assumptions might seem reasonable (e.g.
that large organisations would have less volunteers and more employees), it would go beyond the scope of this dissertation
to investigate this assumption further.
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organisations (16% - 2008; 11% - 2006). This indicates that not-for-profit organisations
generally have higher turnovers than Indigenous corporations.22
Most Indigenous corporations (79%) are reliant on government funding, while many are
reliant on income from other sources, such as business operations (30%) and donations (see
section 4.4). A high proportion of corporations (52%), in particular those whose main function
is community/social services (15%), health (11%) or law, advocacy and politics (7%) are solely
reliant on government funding. Table 4 compares the main sources of funding to the main
functions undertaken by Indigenous corporations.

22

Similar data relating to large organisations was not available although it would seem likely that the large organisations
included in KPMG’s survey would have significantly higher turnovers than most Indigenous corporations and not-for-profit
organisations based on the industries they operated in, however this was not pursued further as it was outside the scope of
this dissertation.
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Community/social
services

Culture and recreation
(inc language and art)

Health

Law, advocacy and
politics

Development and
housing

Employment and
training

Education and Research

Religion

Environment and
heritage

Land holding/Native
Title

Business, professional
associations, unions

Tourism

Municipal services

Other

Totals

Grants/Government funding

15%

5%

11%

7%

4%

0%

2%

1%

0%

1%

0%

0%

1%

5%

52%

Grants/Government funding and business operations

0%

4%

0%

1%

1%

3%

1%

0%

1%

1%

0%

0%

0%

1%

13%

Business operations

1%

1%

1%

1%

1%

3%

0%

0%

1%

0%

1%

1%

0%

2%

13%

Grants/Government funding and donations

1%

1%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

3%

Grants/Government funding and other

0%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

2%

Grants/Government funding, donations and fundraising

0%

1%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

2%

Grants/Government funding and membership fees

0%

2%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

2%

Donations

0%

1%

0%

0%

0%

0%

0%

1%

0%

0%

0%

0%

0%

0%

2%

Grants/Government funding, donations and other

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Grants/Government funding and mining

0%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Mining

0%

0%

0%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Sponsorships and Mining

0%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Grants/Government funding, business operations and donations

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

1%

Donations and fundraising

0%

0%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Grants/Government funding, donations, fundraising, subscriptions and
sponsorships

0%

0%

0%

0%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Main funding source(s)

Dissertation for Masters of Arts in Fraud Investigation
Jodie Goddard - Student ID: 94068825

Page 99

Community/social
services

Culture and recreation
(inc language and art)

Health

Law, advocacy and
politics

Development and
housing

Employment and
training

Education and Research

Religion

Environment and
heritage

Land holding/Native
Title

Business, professional
associations, unions

Tourism

Municipal services

Other

Totals

Grants/Government funding, business operations and sponsorships

0%

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Grants/Government funding and fundraising

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Other

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

None

1%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

TOTALS

21%

19%

15%

10%

7%

6%

3%

2%

2%

2%

1%

1%

1%

10%

100%

Main funding source(s)

Table 4: Main funding sources of Indigenous corporations, by main function
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The main funding sources of Indigenous corporations are not dissimilar to those of not-forprofit organisations. A high proportion of not-for-profit organisations (49% - 2008; 59% 2006) relied on government funding and 16% (41% - 2006) relied on income from business
operations (BDO), although it is not known to what extent not-for-profit organisations relied
solely on government funding or funding from business operations.23

5.3

Perceptions about grant corruption and fraud

This section considers perceptions held about grant corruption and fraud both in general and
in relation to Indigenous organisations (including Indigenous corporations) compared to other
(non-Indigenous) organisations.

General perceptions about grant corruption and fraud
Data collected in phase two revealed that in general, grant corruption and fraud was not
perceived to be a significant problem and that when it did occur, it was usually small in
financial value (see section 4.3). This is supported by the fact the CDPP has only reported one
significant case of grant fraud since 2003/04 (see section 2.4). This could also explain why
there is a lack of data available about this type of misconduct (see sections 2.4, 4.2 and 5.1).
Data collected also indicated that different interpretations of corruption and fraud, together
with a lack of understanding of funding requirements, impacted on whether grants were
misappropriated dishonestly, or whether they were used, unintentionally for purposes
outside of the grant terms. In other words, there was a view that there was a need to
distinguish misappropriation of grants from mismanagement of grants.

23

Comparative data was not available in relation to large organisations although it would seem unlikely that these
organisations are reliant on government funding given the industries in which they operate. Furthermore, while it would
seem reasonable to assume that large organisations in the private sector are generally reliant on income from business
operations while large organisations in the public sector are reliant on revenue collected from taxpayers. This is not to say
that these organisations would not receive government funding, just that they are not reliant on this as a primary funding
source. However it would go beyond the scope of this research to explore this assumption further.

Dissertation for Masters of Arts in Fraud Investigation
Jodie Goddard - Student ID: 94068825

Page 101

Interestingly, even though accountability mechanisms surrounding grants (such as funding
acquittals) were identified as a deterring factor in grant corruption and fraud, the capacity of
funding agencies to effectively monitor grants was questioned, while a view was put forward
that those most familiar with funding conditions, knew how to take advantage of them. Issues
surrounding insufficient resourcing of grant recipients to meet funding obligations as well as
limited corporate governance capacity and a lack of skills and training were also identified as
factors which increased the risk of grant corruption and fraud generally.

Perceptions about Indigenous organisations compared to other (nonIndigenous) organisations
Data obtained in phase two (see section 4.3) suggested that a predominant view was held by
interviewees that they did not believe there is any truth in the perception that corruption and
fraud are more prevalent in Indigenous organisations (including Indigenous corporations)
than other (non-Indigenous) organisations. In fact, interviewees considered that there was
little to no difference in this respect. In contrast, data collected in phase three indicated that
respondents held mixed views about this perception. In particular, 42% of phase three
respondents believed there is truth to this perception while a little over a third (35%)
disagreed with this. Almost one-quarter (23%) responded that they did not know.
Mixed views were also held by respondents in phase three as to whether they considered
corruption and fraud to be a problem for Indigenous corporations specifically. In this regard,
39% considered that corruption and fraud is a problem, almost one-quarter (24%) responded
that they did not think it was a problem, while a large proportion (37%) did not know. These
responses represent a shift in thinking on the part of 14% of respondents. This included 11%
of respondents who disagreed that there is truth in the perception that corruption and fraud
are more prevalent in Indigenous organisations and 3% of respondents who believed that
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there is truth in this perception. This could be indicative of these respondents being unsure
whether incorporation regimes play a part in the deterrence of corruption and fraud.
On the other hand, the fact that many respondents changed their responses could indicate, as
was the case with data collected in phase two, that there was no particular view held as to
whether different incorporation regimes impacted on the risk of corruption and fraud. This is
not conclusive with respect to phase three however, as this issue was not specially addressed
in this phase.
Even though interviewees from phase two did not consider that different incorporation
regimes impacted on the risk of corruption and fraud, data collected indicated that different
incorporation regimes suited different purposes but that where organisations have
subsidiaries incorporated under different legislation, that this created opportunities to
misappropriate funds (for instance, through the transfer of funds through complex corporate
structures). Further, strong views were held by participants of both phases two and three
that:


Indigenous corporations were subject to greater regulation than other organisations (both
Indigenous and non-Indigenous);



ORIC provided greater support to Indigenous corporations than the support provided by
other regulatory bodies to other types of organisations.

In analysing reasons why respondents of phase two believed there is truth in the perception
that corruption and fraud is more prevalent in Indigenous organisations than other nonIndigenous organisations, and that corruption and fraud is a problem for Indigenous
corporations, a number of common issues were identified. These included:
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deficiencies in governance and/or financial capacity;



lack of skills, training and education;



nepotism, abuse of power;



lack of transparency and accountability;



lack of understanding regarding directors’ duties, and grant terms and conditions, at times
resulting from language and literacy/numeracy barriers;



inadequate monitoring by Government;



few or no ramifications for those who do the wrong thing; and



media.

Cultural issues (such as traditional family obligations) and remoteness of some Indigenous
organisations were also identified as a common theme. This is supported by the findings of
ICAC (1997), Martin (2002), Ahmat (2003) and Sharma (2005) as well as Reconciliation
Australia (2006) (see section 2.5). In addition, some respondents who considered that
corruption and fraud is a problem in Indigenous corporations also referred to personal
observations of corruption and fraud. Surprisingly, data collected in phase two and three did
not identify the issue of low compliance rates of Indigenous corporations with the CATSI Act
(see section 3.4), indicating that this may not necessarily play a large factor in relation to
perceptions about corruption and fraud in Indigenous corporations.
There was a predominant view held by 74% of respondents in phase three that corruption
and fraud is not a problem for their corporation while 80% did not consider that it would be a
problem in the future. Only 21% of respondents perceived that corruption and fraud is a
problem for their corporation and only 11% considered it would be in the future. This
indicates a disparity between respondents’ perceptions about Indigenous organisations as
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compared to Indigenous corporations as well as a disparity between these perceptions in
general and perceptions about their own corporation.
Interestingly, almost the same number of not-for-profit organisations (20% - 2008) perceived
fraud to be a problem (16% - 2006) for their organisation as respondents representing
Indigenous corporations. However a greater proportion of not-for-profit organisations (66%)
considered that fraud was a problem for the not-for-profit sector. This is higher than the
proportion of participants in phase three with respect to Indigenous organisations (including
Indigenous corporations). Notwithstanding this, these different perceptions indicate, as
asserted by BDO, that ‘Individual organisations have an ‘it won’t happen to me’ attitude’
(2006, p.13). This could be because individual organisations believe they are more effective in
controlling fraud than other organisations, or because they are ignorant of the risks of
corruption and fraud. This and the low numbers of Indigenous corporations that consider
corruption and fraud will be a problem in the future may result in these organisations not
implementing strong enough controls to prevent and detect this misconduct and could
ultimately result in more corruption and fraud in the future.
The above perceptions held in relation to whether corruption and fraud is considered to be a
risk in individual Indigenous corporations do not appear to be related to turnover, as only 8%
of corporations with turnovers between $1million and $9,999,999 and 5% with turnovers
between $100,000 and $499,999. This is illustrated by Chart 5. 1. In contrast, BDO found a
correlation between the turnover of a not-for-profit organisation and whether the
organisation considered fraud to be a risk. In particular, BDO found that the higher the
turnover of an organisation, the more likely the organisation was to consider that fraud was a
risk (2008).
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Chart 5.1: Comparative: Respondents’ perceptions about the risk of corruption/fraud in Indigenous
corporations, according to turnover

What needs to occur to address prevailing perceptions about Indigenous
organisations
Data collected in phase three indicated that greater transparency and accountability as well
as promoting awareness within the wider community of the rigorous accountability
requirements surrounding grant funding would assist in addressing prevailing perceptions
about corruption and fraud in Indigenous organisations. In addition, ensuring ramifications
exist for those who do the wrong thing were also considered important, as too were issues
surrounding capacity development through education, training and building skills and
ensuring that directors are honourable, and understand and are able to fulfil their duties and
responsibilities. There was also a relatively strong view that the media was a large
contributing factor underlying prevailing perceptions and that there was a need to publish
more positive stories about Indigenous organisations and their achievements.
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5.4

Corruption and fraud in Indigenous corporations compared to
other (non-Indigenous) organisations

This section compares the incidence, if any, of corruption and fraud in Indigenous
corporations to the incidence of fraud in not-for-profit and large organisations. This section
also considers who has committed this misconduct, whether collusion was involved and how
and when the corruption/fraud was discovered.

Level of corruption and fraud
One-third (33%) of Indigenous corporations reported experiencing corruption and fraud in the
last two years (see section 4.4). This is less than that reported by large organisations (47%)
(KPMG 2006) but more than double that reported by not-for-profit organisations in 2008
(16%; 19% - 2006) (BDO). This indicates that Indigenous corporations have a lower incidence
of corruption and fraud than large organisations but a higher incidence than not-for-profit
organisations.
The scope of this research is broader than that relating to not-for-profit and large
organisations because this research considered both corruption and fraud while surveys
relating to not-for-profit and large organisations focused on fraud only. Taking these issues
into account, it is possible that had this research focused on fraud only, Indigenous
corporations may have reported a lower incidence of fraud which may have been more
comparable to not-for-profit organisations.
Corruption and fraud reported by location
Chart 5.2 illustrates that Indigenous corporations located in WA (11.9%), QLD (7.9%), NSW
(5.9%) and the NT (5%) reported more corruption and fraud than corporations located in
South Australia (SA) (1%), Victoria (VIC) (1%), Tasmania (TAS) (0%) and the ACT (0%). Chart 5.3
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on the other hand, shows that Indigenous corporations situated in regional or remote
localities reported more corruption and fraud (13.9% and 12.9% respectively) than
corporations located in capital cities (5.9%). This analysis may be impacted by the small
number of Indigenous corporations and Indigenous people in particular localities as well as
the large proportion of corporations represented in regional/remote localities (see section
4.4).

Chart 5.2: Indigenous corporations who reported experiencing corruption/fraud in the last two years, by
state/territory
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Chart 5.3: Indigenous corporations who reported experiencing corruption/fraud in the last two years, by
capital city, remote and regional Australia

Note: Comparative data was not available in relation to not-for-profit and large
organisations, although BDO’s 2008 survey identified that most not-for-profit
organisations included in their survey were located in NSW/ACT and QLD and that
organisations in these locations reported the highest instances of fraud (33% and
52% respectively).24
Corruption and fraud reported by main function
Table 5 shows that 33 Indigenous corporations reported 357 instances of corrupt behaviour
and/or fraud during the last two years. An overall average corruption/fraud rate of 10.8 per
corporation was calculated however the average number of instances varied according to the
main function of corporations represented.25 In comparison, a total of 61 not-for-profit
organisations reported a total of 338 frauds in 2008 (104 organisations reported a total of 796
frauds in 2006) (BD0). This averages 5.54 frauds per organisation (7.65 frauds per organisation
in 2006). This indicates that the average number of instances of corruption and fraud
occurring in Indigenous corporations is higher than that in not-for-profit organisations.26

24

No information was available as to whether these organisations were situated in remote, regional or capital city locations.
The small sample size used in this research is likely to impact on this finding.
26
Comparative data about large organisations was not available.
25
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Main function

Corporations
reporting
corruption / fraud

Instances of
corruption /
fraud

% of total
instances

Avg.
instances /
corporation

Employment and training

3

106

29.7%

35.3

Land holding/Native title

0

0

0%

0

Municipal services

0

0

0%

0

Tourism

0

0

0%

0

Health

8

74

20.7%

9.3

Education and research

1

3

0.8%

3.0

Business and professional
associations and unions

0

0

0.0%

0

Community/Social services

7

20

5.6%

2.9

Culture and recreation (inc.
language and art)

8

130

36.5%

16.3

Development and housing

1

4

1.1%

4.0

Environment and heritage

0

0

0.0%

0

Law, advocacy and politics

4

19

5.3%

4.8

Religion

0

0

0.0%

0

Other

1

1

0.3%

1.0

33

357

100.0%

10.8

Table 5: Reported instances of corruption/fraud in Indigenous corporations in the last two years, according to
main functions of Indigenous corporations
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Just under two-thirds of reported corruption and fraud occurred in Indigenous corporations
who undertake culture and recreation or employment and training as their main functions
(36.5% and 29.7% respectively), while corporations with health as their main function
reported a high level of corruption/fraud also (20.7%). Similarly, not-for-profit organisations
involved in health and culture reported the most instances of fraud (64% and 18%
respectively) in 2008 (BDO). Conversely, in 2006 not-for-profit organisations involved in
business and professional associations and unions had the highest reported incidences of
fraud (78%) while only not-for-profit organisations involved in health, social services and
culture and recreation reported very low incidences of fraud (6%, 6% and 5% respectively)
(BDO).27
Corruption and fraud reported according to numbers of directors
Table 6 provides the instances of corruption/fraud reported by Indigenous corporations in the
last two years, according to the number of directors corporations have. Corporations with
between six and 10 directors reported the most instances of corruption and/or fraud (81%)
while corporations with more than 11 directors reported the least number of incidences (7%).
Only a small percentage of corporations (12%) with between one and five directors reported
fraud.

27

Similar data about large organisations was not available.
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No. of directors

Corporations reporting
corruption/fraud

Instances of
corruption/fraud

% of total
instances

Avg.
instances/corpo
ration

1–5

8

44

12%

5.5

6 – 10

16

290

81%

18.1

11 – 15

8

22

6%

2.8

> 15

1

1

1%

1.0

33

357

100.0%

10.8

Table 6: Reported instances of corruption/fraud in Indigenous corporations in the last two years, according to
number of directors

Given that the majority of corporations represented had between one and 10 directors, it is
not surprising that these corporations had the highest reported incidents of corruption and
fraud. Consequently, these findings suggest that no correlation exists between the number of
directors a corporation has and the occurrence of corruption and fraud. However, given the
highest instances of corruption and fraud were reported to have occurred in corporations
with between six and 10 directors, and one and five directors, it may be that these
corporations have less controls in place to prevent the occurrence of corruption and fraud.
Corruption and fraud reported by member numbers
As illustrated by Table 7, 35% of corporations with between 21 and 50 members and 34% of
corporations with membership between 51 and 100 reported the most corruption/fraud.
Corporations with memberships greater than 100 also reported a relatively high level of
corruption/fraud (24%) while corporations with memberships between one and 20 reported
the least amounts (7%).28 This indicates that there is no correlation between the membership
of a corporation and the incidence of corruption and fraud. However, instances of corruption
and fraud increase as membership increases but then decreases once membership exceeds
28

Comparative data was not available in relation to not-for-profit and large organisations.
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100. This could indicate that corporations with memberships greater than 100 have more
corruption/fraud prevention mechanisms in place (i.e. greater accountability and
transparency, sound internal controls) than corporations with memberships less than 100.
No. of members

Corporations reporting
corruption / fraud

Instances of
corruption /
fraud

% of total
instances

Avg. instances /
corporation

1 – 20

6

25

7%

4.2

21 – 50

7

125

35%

17.9

51 – 100

7

123

34%

17.6

> 100

13

84

24%

6.5

33

357

100%

10.8

Table 7: Reported instances of corruption/fraud in Indigenous corporations in the last two years, according to
membership numbers

In comparing Tables 6 and 7, it is interesting to note that corporations with the most directors
and the most members reported the least instances of corruption and fraud. Also noteworthy
is that the number of members appears to have more of an effect on accountability
mechanisms than the number of directors. This is likely to be linked to members’
understandings of their rights (and how to enforce them) and, in the case of corporations
with small memberships i.e. one to 20 members, might also reflect that members are more
involved with their corporation. From this perspective, corporations with smaller
memberships might have more accountability and transparency.
Corruption and fraud reported by number of employees
Table 8 shows the instances of corruption/fraud reported according to the number of
employees Indigenous corporations have. Corporations who employ between one and 20
staff reported the highest incidents of corruption/fraud (41%) while corporations employing
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between 21 and 50 staff also reported a high level (33%). On the other hand, corporations
with between 51 and 100 employees reported a small amount of corruption/fraud (15%) and
corporations with no employees or who employed more than 100 staff reported the lowest
levels (6% and 5% respectively). This suggests that greater controls to prevent corruption and
fraud are implemented by corporations with more employees. On the other hand, this could
suggest that corporations with more employees are not detecting all corruption and fraud
that is occurring.
No. of
employees

Corporations reporting
corruption / fraud

Instances of
corruption /
fraud

% of total
instances

Avg. instances /
corporation

0

4

20

6%

5.0

1 – 20

15

148

41%

9.9

21 – 50

7

119

33%

17.0

51 – 100

3

54

15%

18.0

> 100

4

16

5%

4.0

33

357

100.0%

10.8

Table 8: Reported instances of corruption/fraud in Indigenous corporations in the last two years, according to
number of employees

In contrast, not-for-profit organisations with between 51 and 100 employees reported the
majority of fraud (44%) while not-for-profit organisations with more than 100 staff and
between one and 20 reported similar levels (22% and 20%). Not-for-profit organisations with
between 21 and 50 employees reported the least amount of fraud (14%) (BDO 2008).29

29

Similar data in relation to not-for-profit organisations surveyed in 2006 was not available nor was data available in relation
to large organisations.
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Corruption and fraud reported by number of volunteers
Table 9 illustrates instances of corruption/fraud reported according to the number of
volunteers corporations have. Corporations using between one and 20 volunteers or no
volunteers, reported the most instances of corruption/fraud (54% and 42% respectively),
while corporations with more than 20 volunteers reported the least (4%).
No. of
volunteers

Corporations reporting
corruption / fraud

Instances of
corruption /
fraud

% of total
instances

Avg. instances /
corporation

0

13

151

42%

11.6

1 – 20

18

193

54%

10.7

21 – 50

1

12

3%

12.0

51 – 100

1

1

1%

1.0

> 100

0

0

0%

0

33

357

100.0%

10.8

Table 9: Reported instances of corruption/fraud in Indigenous corporations in the last two years, according to
number of volunteers

Similarly, not-for-profit organisations with no volunteers or with between one and 20
volunteers reported the highest occurrence of fraud (69% and 26% respectively). Not-forprofit organisations with more than 20 volunteers reported very low levels (4%) (BDO 2008).
For this reason, BDO concluded that the presence of volunteers does not increase the
likelihood of fraud occurring (2008).30 This would also seem to apply with respect to
Indigenous corporations.

30

No data was available in relation to not-for-profit organisations surveyed in 2006 nor was data available in regards to large
organisations.
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Corruption and fraud reported by turnover
As illustrated in Table 10, instances of corruption/fraud decreased as annual turnover
increased above $499,999. The highest instances of corruption/fraud reported were by
corporations with turnovers between $100,000 and $499,999 (35%) and between $500,000
and $999,999 (30%). Slightly less corruption and fraud was reported by corporations with
turnovers between $1 million and $9,999,999 (25%), while the lowest instances reported
were by corporations with turnovers less than $100,000 (6%) and greater than $10 million
(4%). This indicates that as turnover increases, Indigenous corporations implement greater
controls to reduce the likelihood of corruption and fraud occurring. This is also indicative of
the greater accountability requirements of corporations in receipt of large amounts of
government funding.
Annual Turnover

Corporations
reporting
corruption /
fraud

Instances of
corruption /
fraud

% of total
instances

Avg.
instances /
corporation

< $100,000

7

23

6%

3.3

$100,000 - $499,999

5

127

35%

25.4

$500,000 - $999,999

6

108

30%

18.0

$1,000,000 - $9,999,999

12

86

25%

7.2

≥ $10,000,000

3

13

4%

4.3

33

357

100%

10.8

Table 10: Reported instances of corruption/fraud in Indigenous corporations in the last two years, according
to turnover

In contrast, BDO found in 2008 that the number of not-for-profit organisations reporting
fraud fluctuated depending on turnovers of organisations but in 2006 found that the number
of not-for-profit organisations reporting fraud increased as turnover increased above
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$10 million. Then, the number of incidents reported decreased. BDO asserted that this
reflects the need for organisations to implement controls and segregate duties as they grow
(BDO 2006). This could also be indicative that these organisations have good fraud detection
mechanisms in place but poor preventative mechanisms.31
Corruption and fraud reported by main funding source(s)
Nineteen corporations that relied solely on grants as their main source of income reported
experiencing a total of 110 instances of corruption/fraud. This averages a corruption/fraud
rate of 5.8 per corporation. This is comparable to the average instances of fraud in not-forprofit organisations (5.54). In contrast, the most instances of corruption and fraud (210) were
reported by corporations who were reliant on a combination of grants and income generated
from business operations (average corruption/fraud rate of 42.0). Corporations relying solely
on donations, or on a combination of grants and membership fees, or grants and donations,
also reported some corruption/fraud. Table 11 illustrates the number of reported instances of
corruption/fraud, according to turnover.

31

Comparative data was not available in relation to large organisations.
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Main funding source(s)

Corporations
reporting
corruption /
fraud

Instances of
corruption /
fraud

% of total
instances

Avg.
instances /
corporation

Grants/Government funding

19

110

31%

5.8

Grants/Government funding and business
operations

5

210

59%

42.0

Business operations

4

8

2%

2.0

Grants/Government funding and donations

2

5

1%

2.5

Grants/Government funding and
membership fees

1

10

3%

10.0

Donations

1

12

3%

12.0

Grants/Government funding, donations
and other

1

2

1%

2.0

Grants/Government funding and other

0

0

-

-

Grants/Government funding, donations
and fundraising

0

0

-

-

Grants/Government funding and mining

0

0

-

-

Mining

0

0

-

-

Sponsorships and Mining

0

0

-

-

Grants/Government funding, business
operations and donations

0

0

-

-

Donations and fundraising

0

0

-

-

Grants/Government funding, donations,
fundraising, subscriptions and sponsorships

0

0

-

-

Grants/Government funding, business
operations and sponsorships

0

0

-

-

Grants/Government funding and
fundraising

0

0

-

-

Other

0

0

-

-

None

0

0

-

-

33

357

100%

10.8

Table 11: Reported instances of corruption/fraud in Indigenous corporations in the last two years, according
to main funding source(s)
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This above analysis suggests that relatively low levels of corruption and fraud occur in
corporations who rely solely on grants as their main source of income but much higher levels
of corruption and fraud occur in corporations who rely on a combination of grants and
income from business operations. This could be reflective of accountability mechanisms
surrounding grants. However, if this were to be true, a higher level of corruption/fraud should
have been reported with respect to corporations that relied solely on income from business
operations. Therefore, this would suggest that as a result of grant accountability mechanisms,
corporations who are reliant on a combination of grants and other income (particularly from
business operations) are more likely to have more effective corruption/fraud detection
mechanisms in place than, for example, corporations that are solely reliant on income from
donations, or business operations. Interestingly, not-for-profit organisations with
grants/government funding as their primary source of funding reported the highest incidents
of corruption/fraud (80%) (BDO 2008).32

Types of corruption and fraud
The most common types of corruption/fraud reported to have occurred in Indigenous
corporations are kickbacks, bribery and fraudulent benefits (21%), theft of assets (19%),
expense account fraud (12%) and cash theft (10%). This is slightly different to the most
common types occurring in not-for-profit and large organisations. In not-for-profit
organisations, the most common types of fraud included cash theft (33% - 2008; 36% - 2006),
kickbacks, bribery and fraudulent benefits (12% - 2008; 17% - 2006) as well as online
payments fraud (8%) and credit card fraud (8%), expense account fraud (3% - 2008; 22% 2006) and theft of assets (5% - 2008; 18% - 2006) (BDO). Conversely, in large organisations,

32

Comparative data was not available in relation to not-for-profit organisations surveyed in 2006, nor was comparative data
available in relation to large organisations.
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the most common frauds include cash theft (14%), theft of inventory (14%), false invoicing
(13%) and credit card fraud (10%) (KPMG 2006). Table 12 compares the most common types
of corruption and fraud reported to occur in each type of organisation.

Type of corruption/fraud

Indigenous
corporations

Not-for-profit
organisations

Large
organisations*

Kickbacks, bribery, fraudulent benefits

21%

12%

4%

Theft of assets

19%

5%

7%

Expense account fraud

12%

3%

5%

Cash theft

10%

33%

14%

Theft of inventory

8%

5%

14%

Cheque fraud

6%

5%

3%

Payroll fraud

6%

3%

9%

Financial statement fraud

5%

2%

1%

Advocacy fraud

4%

-

-

Online payments fraud

3%

8%

4%

Credit card fraud

3%

8%

10%

Other fraud/misconduct ^

3%

13%

16%

False invoicing

-

-

13%

No response

-

3%

-

100%

100%

100%

* For the purposes of this analysis, fraud reported by large organisations was grouped into similar types.
^ Misconduct grouped as ‘Other fraud/misconduct’ in the case of large organisations relates to one-off incidences not
reflected elsewhere. In relation to not-for-profit organisations, breakdown of this data was not available.

Table 12: Nature of corruption and fraud in different types of organisations

This indicates that Indigenous corporations have a higher occurrence of corruption and fraud,
particularly, kickbacks, bribery and fraudulent benefits compared to other organisations. This
is likely to be related to cultural pressures as identified by data collected during phase two
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and three in relation to factors that contribute to the risk of corruption and fraud as well as
perceptions about this (see sections 4.3 and 4.4).
Type of corruption and fraud reported by main function
As shown by Table 13, Indigenous corporations whose main function is tourism, business and
professional associations and unions, or religion did not report experiencing any
corruption/fraud, while kickbacks, bribery and fraudulent benefits accounted for 100% of
corruption/fraud in Indigenous corporations involved in municipal services. Relatively high
levels of this type of misconduct were also reported by corporations whose main function is
law, advocacy and politics (38%), land holding/native title (33%), health (32%) and
development and housing (25%). In contrast, this type of misconduct was mainly reported by
not-for-profit organisations involved in business and professional associations and unions
(50% - 2008; 15% - 2006), education and research (25% - 2008; 0% - 2006) and health (19% 2008; 0% - 2006).
Indigenous corporations undertaking education and research as their main function reported
high levels of expense account fraud (50%) as did corporations involved in law, advocacy and
politics (25%), community/social services (19%), and land holding/native title (17%). This type
of misconduct was a significant problem for not-for-profit organisations involved in education
and research in 2008, a dramatic change from the 2006 data (25% - 2008; 0% - 2006).
Theft of assets was the main type of misconduct reported by Indigenous corporations
involved in education and research (50%), development and housing (50%) and culture and
recreation (23%) while this type of misconduct was also reported by corporations involved in
land holding/native title (17%), health (16%), community/social services (13%) and law,
advocacy and politics (13%). In relation to not-for-profit organisations, theft of assets was a
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problem for those involved in environment (33% - 2008: 0% – 2006), philanthropy (33% 2008; 25% – 2006) and culture and recreation (0% - 2008; 16% – 2006).
Theft of inventory accounted for 100% of corruption/fraud reported by Indigenous
corporations involved in environment and heritage and 25% of corruption/fraud in
corporations whose main function is development and housing. Relatively low levels of this
type of misconduct were also reported by corporations whose main function is
community/social services (9%), culture and recreation (8%) and health (5%). In contrast, notfor-profit organisations, involved in education and research experienced inventory theft (25%
- 2008; 0% - 2006).
Cash theft accounted for 100% of corruption/fraud reported by Indigenous corporations
whose main function is employment and training while cash theft was also reported by
corporations whose main function is community/social services (13%), law, advocacy and
politics (13%), culture and recreation (12%) and health (11%). In comparison, cash theft was
the main type of fraud reported by not-for-profit organisations undertaking social services
(57% – 2008; 19% - 2006), health (38% - 2008; 18% - 2006), development and housing (33% 2008; 20% - 2006), philanthropy (33% - 2008; 0% - 2006), culture and recreation (29% - 2008;
30% - 2006), education and research (0% - 2008; 22% - 2006) and religion (0% - 2008; 100% 2006).
Note: The above analysis is likely to be impacted by the low numbers of
Indigenous corporations undertaking particular functions and is only indicative of
the types of corruption/fraud occurring in corporations undertaking the functions
mentioned.
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Main function

Kickbacks /
bribery /
fraudulent
benefits

Theft
of
assets

Expense
account
fraud

Employment and training

Cash
theft

Theft of
inventory

Cheque
fraud

Payroll
fraud

Financial
statement
fraud

Advocacy
fraud

Other
misconduct

Online
payments
fraud

Credit
card
fraud

100%

Land holding/Native title

33%

Municipal services

100%

17%

17%

16%

5%

50%

50%

17%

17%

Tourism
Health

32%

Education and research

11%

5%

16%

5%

5%

5%

Business and professional
associations and unions
Community/Social
services

16%

13%

19%

13%

9%

9%

6%

3%

6%

3%

3%

Culture and recreation
(inc. language and art)

15%

23%

8%

12%

8%

8%

4%

4%

8%

8%

4%

Development and housing

25%

50%

25%

Environment and heritage
Law, advocacy and
politics

100%
38%

13%

25%

50%

25%

13%

13%

Religion
Other

25%

Table 13: Most common types of corruption/fraud reported in Indigenous corporations in the last two years, by main function
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Value of corruption and fraud
Most respondents reported that the most significant corruption/fraud experienced by their
corporation was less than $50,000 (89%). This included 79% of respondents who reported
that the most significant corruption/fraud within their corporation was less than $10,000. A
similar number of not-for-profit organisations (89%) reported that the most significant fraud
experienced was under $50,000 however only 65% of these organisations reported that the
value was less than $10,000 (BDO 2006).33 This finding is consistent with views held by
interviewees (see section 4.3), who considered that grant corruption and fraud are usually
small in financial value.
BDO asserts that the value of fraud reported in not-for-profit organisations is significantly
lower than that in large organisations because many not-for-profit organisations have
insignificant amounts of assets or funds that can be defrauded. BDO also asserts that because
fraud is generally opportunistic, it is generally of a lower value (2008). These reasons could
also explain why the value of corruption/fraud in Indigenous corporations is of a lesser value
in comparison to that in not-for-profit and large organisations. Another reason could be
because it is difficult to quantify some misconduct such as nepotism. This was also raised by
one respondent in phase three (see section 4.4).
Note: The average value of corruption and fraud in Indigenous corporations was
not calculated as part of this research because data collected through the
questionnaire did not enable this to be done with sufficient accuracy. However it
is possible that the average value of corruption and fraud in Indigenous
corporations is less than the average value of fraud in not-for-profit organisations
($45,427) (BDO 2008) and significantly less than the average fraud in large
organisations ($196,742) (KPMG 2006) on the basis that most corruption/fraud
reported in Indigenous corporations (79%) was less than $10,000.

33

Similar data was not provided by BDO in their 2008 survey, nor was similar data available in relation to large organisations.
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Typical perpetrator of corruption and fraud
Data collected through the questionnaires indicated that the typical perpetrator of corruption
and/or fraud in an Indigenous corporation is slightly different to the typical perpetrator in
not-for-profit and large organisations. In an Indigenous corporation, the typical perpetrator is
an Indigenous male, 40 to 49 years old and a director of the corporation. In a not-for-profit
organisation, generally the perpetrator can be either male or female, between 40 and 49
years and a paid non-accounting employee (BDO 2008).34 In large organisations, the most
likely perpetrator of fraud is male, 31 years and a non-management employee (KPMG 2006).
These findings indicate that a director of an Indigenous corporation is more likely to
perpetrate corruption/fraud than a director of a not-for-profit or large organisation.
Interestingly, corruption and fraud perpetrated by volunteers in Indigenous corporations (5%)
is significantly less that that reported by not-for-profit organisations (8% - 2008; 15% - 2006)
(BDO).
Data about whether the typical perpetrator in not-for-profit and large organisations is
Indigenous was not available, although it is likely that the typical perpetrator in these
organisations is non-Indigenous. This is because it is assumed that these organisations employ
less Indigenous staff than Indigenous organisations, as it is the researcher’s experience that
Indigenous organisations have a higher proportion of Indigenous staff than non-Indigenous
organisations.
Indigenous corporations reported a slightly higher occurrence of collusion (33%) than not-forprofit (25% - 2008; 19% - 2006) (BDO) and large organisations (27%) (KPMG 2006). In
Indigenous corporations where collusion was reported, the colluder was usually a director

34

BDO had the same findings in 2006 although they found the perpetrator was more likely to be female.
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(29%), a CEO (19%) or an external party (19%). In contrast, in not-for-profit organisations, the
colluder was either a non-accounting staff member (20% - 2008; 13% - 2006) or accounting
staff member (20% - 2008, 5% - 2006), in a non-executive management position (20% - 2008;
13% - 2006) or an external party (20% - 2008; 23% - 2006). In a small number of instances, the
colluder was a board member (7% - 2008; 7% - 2006) (BDO).35 This indicates that directors of
Indigenous corporations are more likely to be involved in collusion than directors of not-forprofit organisations. This could be tied to nepotism, possibly resulting from traditional family
obligations. Similar data with respect to large organisations indicated that the colluder was an
internal party in 51% of instances and an external party in 41%. In 7% of instances, there was
more than one colluder and usually involved both internal and external parties (KPMG 2006).

How corruption and fraud is detected
In Indigenous corporations, corruption and fraud are primarily detected through internal
controls (34%), internal audit (10%), whistle-blowing and tips (20% in total). This is not
dissimilar to how not-for-profit and large organisations detect fraud. BDO found that not-forprofit organisations discovered fraud primarily though internal controls (36% - 2008; 34% 2006), tips (33% - 2008; 37% - 2006) and internal audit (13% - 2008; 11% - 2006). Similarly,
KPMG (2006) found that internal controls detected the most fraud (38%) with a large amount
of other fraud being detected by employees (28%) and external parties (15%).

When is corruption and fraud detected
The majority of corruption and fraud occurring in Indigenous corporations were discovered
less than six months after their occurrence (36% immediately, 39% within six months). An
additional 15.6% was discovered within one year. In contrast, in not-for-profit organisations,
35

In 2006, the colluder was often an unpaid volunteer (23%), while in some instances, the colluder was a CEO (8%) or a CFO
(8%) (BDO).
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58% of reported fraud was discovered within one year and a further 29% was identified
within one to two years (BDO 2006). This indicates that corruption and fraud is detected in
Indigenous corporations more quickly than in not-for-profit organisations. Comparative data
in relation to not-for-profit organisations in 2008 was not available however data was
available in relation to the average period of time that it took for these organisations to
detect fraud, being 14 months in not-for-profit organisations (BDO 2008) compared to 12
months in large organisations (KPMG 2006). The timeframes within which Indigenous
corporations detect corruption and fraud once it occurs may have a positive impact on
minimising the value of this misconduct when it does occur.

5.5

Reducing the risk of corruption and fraud

This section considers whether Indigenous corporations see preventing corruption and fraud
as important and the main methods used to prevent and detect this type of misconduct.

Is the prevention of corruption and fraud important?
Most respondents believed that preventing corruption and fraud is extremely important
(75%), very important (12%) or important (6%) within their corporation. Similarly, not-forprofit organisations felt preventing fraud is extremely important (29% - 2008; 28% - 2006),
very important (29% - 2008; 26% - 2006) or important (30% - 2008; 31% - 2006) within their
organisation (BDO 2009). These results indicate that Indigenous corporations place a slightly
higher level of importance on preventing corruption and fraud than not-for-profit
organisations.36
Indigenous corporations with turnovers greater than $10 million and between $100,000 and
$499,999 place the highest levels of importance on the prevention of corruption and fraud
36

Similar data was not available in relation to large organisations.
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(88% and 84% respectively), while corporations with turnovers between $500,000 and
$999,999, and less that $100,000 place slightly less importance on preventing corruption and
fraud. This is illustrated by Table 14.

Level of importance
placed on preventing
corruption/fraud

Annual Turnover
< $100,000

$100,000 to
$499,999

$500,000 to
$999,999

$1,000,000 to
$9,999,999

≥ $10,000,000

extremely important

70%

84%

53%

76%

88%

very important

10%

8%

31%

12%

0%

Important

10%

4%

0%

4%

12%

slightly important

0%

0%

8%

8%

0%

not important

10%

4%

8%

0%

0%

100%

100%

100%

100%

100%

Table 14: Ranking of importance placed on preventing corruption and fraud by Indigenous corporation, by
turnover

The above findings differ from that in relation to not-for-profit organisations. In not-for-profit
organisations, a direct correlation exists between turnover and whether preventing
corruption and fraud is considered to be important. Specifically, the higher the turnover of a
not-for-profit organisation, the more it will consider that preventing corruption and fraud is
important (2008). This is illustrated by the following: approximately one-third of not-for-profit
organisations (34% - 2008; 32% - 2006) with turnovers greater than $1 million and less than
$10 million, and 29% of not-for-profit organisations with turnovers between $500,000 and $1
million considered preventing fraud was extremely important (26% - 2006) (BDO). A further
20% of organisations (26% - 2006) with turnovers greater than $10 million also felt the same
way as did 25% of organisations with turnovers less than $100,000 (22% - 2006) and 24% of
organisations with turnovers between $100,000 and $500,000 (24% - 2006).
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Interestingly, even though preventing corruption and fraud is considered to be important by
most Indigenous corporations, a high level of respondents in phase three (74%) did not
consider corruption and fraud to be a problem for their corporation, while a slightly higher
level (80%) did not think it would be a problem in the future (see section 4.4). These views
might be because corporations consider that they have implemented adequate prevention
mechanisms but these same views may also lead to corruption and fraud control mechanisms
being relaxed if Indigenous corporations are not diligent.

What are the main methods used to prevent and detect corruption and fraud?
Indigenous corporations are heavily reliant on internal controls (53%) to prevent and detect
corruption and fraud. This method accounts for detecting 33% of corruption and fraud in
these corporations. External and internal audit are also heavily relied upon to control
corruption and fraud (53% and 47% respectively), however these methods only detected a
small amount of corruption/fraud reported (4% and 10% respectively). Interestingly, even
though whistle-blowing and tip offs were a large means of discovering corruption and fraud
and accounted for 20.4% of incidents reported, only 7% of respondents indicated their
corporation had whistle-blowing facilities. These findings are illustrated by Chart 5.4, which
compares the methods used to prevent corruption and fraud and the actual methods through
which corruption and fraud were detected.
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Chart 5.4: Comparative: How corruption/fraud was detected and methods used to prevent corruption and
fraud

The main methods used to control corruption and fraud in Indigenous corporations and the
methods most effective in detecting this misconduct are not dissimilar to those in not-forprofit organisations. Some similarities also exist between Indigenous corporations, not-forprofit organisations and large organisations. In particular, BDO found that strong internal
controls (74% - 2008; 42% - 2006) were the main method used by not-for-profit organisations
to control fraud and that this detected a large amount (36% - 2008; 34% - 2006). This was also
the case with large organisations, in which internal controls were credited with detecting
most fraud (38%) (KMPG 2006).
External audit (70% - 2008; 33% - 2006) and internal audit (57% - 2008; 28% - 2006) were also
heavily relied upon by not-for-profit organisations however these methods only accounted for
a small amount of fraud detected. Specifically, external audit only accounted for detecting 5%
of fraud in 2008 and 3% in 2006. Internal audit detected slightly more fraud than external
audit: 13% in 2008 and 11% in 2006. The high level of reliance that both Indigenous
corporations and not-for-profit organisations place on external and internal audit to control
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corruption and fraud appears misdirected because these methods only detected a small level
of corruption and fraud in these organisations. This supports BDO’s assertion that there is a
common misconception that it is an auditor’s primary responsibility to detect fraud (2008;
2006).37
As with Indigenous corporations, only a small number of not-for-profit organisations relied on
whistle-blowing as a means of controlling fraud (10% - 2008; 3% - 2006), however a significant
amount of fraud (33% - 2008; 27% - 2006) was discovered this way (BDO 2008; 2006). In
comparison, 75% of large organisations have whistle-blowing facilities established with a high
level of fraud being discovered because of notification by employees (28%) and external
parties (15%) (KMPG 2006). This indicates that more fraud is discovered in organisations that
have whistle-blowing facilities. There are two possible reasons why Indigenous corporations
and not-for-profit organisations do not rely on whistle-blowing facilities to control corruption
and fraud: because of limited resources (e.g. insufficient infrastructure to support relevant
facilities); and/or the restrictions placed on what these resources can be used for (e.g. grants
where the conditions do not allow funds for such facilities).

5.6

Summary

This chapter discussed the findings resulting from the analysis of data collected in each of the
three phases as well as findings which have resulted from comparing this data to similar data
available about not-for-profit and large organisations. In particular, the chapter has discussed
the level and type of corruption and fraud reported in Indigenous corporations, who engaged
in this misconduct, whether collusion was involved and when and how corruption and fraud
37

Despite the misconception that it is the principal responsibility of an external auditor to detect fraud, Australian Auditing
Standard ASA 240 states: the primary responsibility for the prevention and detection of fraud rests with both those charged
with governance of the entity and with management. The actual role of the external auditor is to form an opinion as to
whether the financial reports give a true and fair view of the organisations financial affairs.
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was discovered. As indicated by the research, the typical corruption/fraud in an Indigenous
corporation differs to that in not-for-profit and large organisations.
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CHAPTER 6: CONCLUSIONS, LIMITATIONS AND FURTHER RESEARCH
6.1

Introduction

This chapter presents some key conclusions about the research problem and objectives. In
doing so, this chapter reports on the key findings of this research and also discusses the
implications of these findings. In addition, the limitations of the research and suggestions for
future research are discussed.

6.2

Conclusions about the research problem and objectives

Grant funds that are provided by governments to organisations are vulnerable to
mismanagement and misappropriation in any organisation, be it an Indigenous corporation or
any other organisation. Yet there are perceptions that Indigenous organisations are fraught
with corruption and fraud, more so than other organisations. This research aimed to explore
the incidence of corruption and fraud in Indigenous corporations with respect to Australian
Government grant funds. If instances of corruption and fraud were found, this research also
aimed to determine the extent and nature of this misconduct and whether cultural and/or
other factors and conditions impact on this. This information was then compared to similar
data relating to organisations in the wider not-for-profit, private and public sectors.

The incidence of grant corruption and fraud in Indigenous corporations
This research has found that grant corruption and fraud is not a significant problem in
Indigenous corporations and that when it does occur, is it usually small in financial value.
Specifically, the incidence of corruption and fraud in an Indigenous corporation is more likely
to occur where a corporation is reliant on a combination of grant funding and other income.
This is particularly the case for corporations who are reliant on a combination of grants and
income generated from business operations.
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The extent and nature of corruption and fraud in Indigenous corporations
One-third of Indigenous corporations (33) that took part in this research experienced
corruption and fraud in the last two years, with many (21) experiencing more than one
incident. A total of 357 instances were reported. This averages an overall corruption/fraud
rate of 10.8 incidents per corporation. Corruption/fraud reported by most Indigenous
corporations was less than $10,000 (79%).
Corruption and fraud incidents reported by Indigenous corporations who are solely reliant on
grants totalled 110. This averages a corruption/fraud rate of 5.8 incidents per corporation. In
comparison, corruption and fraud reported by Indigenous corporations who are reliant on a
combination of grants and income from business operations totalled 210. This averages a
corruption/fraud rate of 42 incidents per corporation. This demonstrates that corporations
who are solely reliant on grants experienced less corruption and fraud than corporations who
are reliant on a combination of grants and income generated from business operations. This is
likely to be because of grant accountability mechanisms and would also suggest that
corporations rely on a combination of grants and other income are more likely to have more
effective corruption/fraud detection mechanisms in place than, for example, corporations
that are solely reliant on income from donations, or business operations.
Most corruption and fraud reported took the form of kickbacks, bribery and/or fraudulent
benefits but in many instances, also included misconduct such as theft of assets, expense
account fraud and cash theft. The corruption/fraud was perpetrated mostly by an Indigenous
male who was between 40-49 years old and a director of the corporation. In many instances
(33%), collusion was involved with the colluder either holding the position of director (29%),
or CEO (19%). External parties were also often involved in collusion (19%).
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Factors/conditions found to impact on and/or contribute to the risk and
occurrence of grant corruption and fraud (cultural, other)
This research has identified a number of common factors/conditions that impact on, or
contribute to, the risk and occurrence of grant corruption and fraud (in particular, nepotism
and abuse of power), in Indigenous corporations. Some of these factors/conditions lead to
mismanagement but in worst-case scenarios can lead to misappropriation. These
factors/conditions include:


different interpretations of corruption and fraud;



a lack of understanding of funding requirements;



capacity of funding agencies to effectively monitor grants;



insufficient resourcing of grant recipients to meet funding obligations;



deficiencies in corporate governance and/or financial capacity;



lack of education, training and skills;



lack of transparency and accountability;



lack of understanding of directors’ duties and responsibilities;



few or no ramifications for those who do the wrong thing.

Factors identified as decreasing/mitigating the risk of corruption and fraud include:


grant accountability mechanisms;



sound corporate governance and financial capacity;



education, training and skills;



transparency and accountability;



increased understanding of directors’ duties and responsibilities;



ramifications for those who do the wrong thing.
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Indigenous corporations with higher turnovers tend to experience less incidents of corruption
and fraud. This is most likely because Indigenous corporations with higher turnovers have
implemented greater controls to reduce the risk of corruption and fraud occurring than
Indigenous corporations with lower turnovers. This is also likely to be reflective of the greater
accountability requirements imposed on Indigenous corporations who are reliant, and in
receipt of, significant grant funding.

The incidence of corruption and fraud in Indigenous corporations (including
the extent, nature, factors and conditions) compared to not-for-profit and
large organisations
This research concludes that the incidence of corruption and fraud in Indigenous corporations
is less than that in large organisations but higher than that in not-for-profit organisations. In
particular, 47% of large organisations (KPMG 2006) and 16% of not-for-profit organisations
(19% in 2006) experienced fraud compared to 33% of Indigenous corporations. Further,
Indigenous corporations reported a higher average corruption/fraud rate of 10.8 per
corporation in comparison to the average number of frauds per not-for-profit organisation
(5.54 – 2008; 7.65 - 2006) (BDO). However, the average corruption/fraud rate of Indigenous
corporations that are solely reliant on grant funding (5.8) was comparable to that in not-forprofit organisations.
The average value of corruption/fraud reported by Indigenous corporations is likely to be less
than that compared to not-for-profit organisations ($45,427) (BDO 2008) and large
organisations ($196,742) (KPMG 2006). This is because most corruption/fraud reported in
Indigenous corporations (79%) was less than $10,000. These findings contradict perceptions
that corruption and fraud are more prevalent in Indigenous organisations than other (nonIndigenous) organisations and shows that the extent of corruption and fraud in Indigenous
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corporations is less than in large organisations, and probably close to that within the not-forprofit sector. Comments in relation to interpretation of data at section 6.4 also apply in this
regard.
The typical perpetrator of corruption/fraud in an Indigenous corporation is slightly different
to the typical perpetrator in not-for-profit and large organisations. In an Indigenous
corporation and a not-for-profit organisation, the typical perpetrator is between 40-49 years.
However in a large organisation, the typical perpetrator is 31 years. In an Indigenous
corporation and a large organisation, the perpetrator is mostly likely male, although in a notfor-profit organisation, the perpetrator can be either male or female (see section 5.4).
A director of an Indigenous corporation is more likely to perpetrate corruption/fraud and
engage in collusion than a director of a not-for-profit or large organisation, although the
perpetrator and colluder in an Indigenous corporation can often be a CEO, non-accounting
employee or an external party. In contrast, in a not-for-profit organisation a paid nonaccounting employee is most likely to engage in fraud, while accounting and non-accounting
staff, non-executive managers and external parties are also often involved through collusion.
In a large organisation, the perpetrator is most likely a non-management employee although,
where collusion is involved, the colluder can be either an internal or external party.
Indigenous corporations as well as not-for-profit and large organisations all rely on internal
controls, whistle-blowing and tips to detect corruption and fraud while Indigenous
corporations and not-for-profit organisations also rely on internal and external audit.
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6.3

Key implications for policy and practice

This research is useful because, while only indicative, it provides a basis for dealing with
perceptions that corruption and fraud are prevalent in Indigenous organisations (including
Indigenous corporations) more so than in other (non-Indigenous) organisations and identifies
some key implications for policy and practice. Most importantly, there needs to be better
policy about how relevant data is captured, analysed and reported on in order to assist in
quantifying how much is lost through this type of misconduct. Until relevant, accurate and
consistent data is captured and made available, there is no evidence to support or refute
perceptions and there are limited opportunities to identify strategies to mitigate the risks of
corruption and fraud and implement mechanisms to deal with this sort of misconduct.
Improving the reporting of corruption and fraud also needs to be considered, especially in a
cultural context. In this regard, and particularly because this research has identified that the
typical perpetrators of corruption and fraud in Indigenous corporations are directors and
CEO’s, there is a need to build the capacity of corporations to better handle these types of
misconduct. This is particularly so in situations where the individual engaging in
fraud/corruption is a relative of those who do not condone this behaviour.
Some possible ways to increase the reporting of corruption and fraud, mitigate the risks of
this misconduct and detect this misconduct when it does occur include:


promoting awareness (as part of corporate governance training) as to what constitutes
corrupt and fraudulent behaviour and what steps can be taken when this misconduct is
observed by other directors, employees and members of corporations;



assisting corporations, through training, support and allowing corporations to expend a
small proportion of grant funding on fraud awareness training for directors, officeholders,
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employees and members, as well as establishing sufficient controls and whistle-blowing
facilities; and


promoting awareness of the whistle blower provisions and strengthened powers of the
Registrar of Indigenous Corporations to undertake investigations and initiate prosecutions
against individuals, such as directors, officers and employees who do not diligently fulfil
their responsibilities under the CATSI Act.

Government agencies also need to look at ensuring that they have the capacity to monitor
grants adequately by training staff and improving their ability to review and appropriately
interpret funding acquittals. Combined, these strategies will not only assist in increasing
reporting levels but also assist through:


acting as a deterrent for those who contemplate engaging in corrupt and fraudulent
behaviour;



preventing and detecting corruption and fraud; and



resulting (ultimately) in ramifications for those who ‘do the wrong thing’.

This dissertation will be published and deposited in the CSU library and will also be made
available to participants and other interested parties such as Australian Government
agencies. This will assist in addressing perceptions shown to be incorrect through this
research. This research also produces new information and insight into the incidence of
corruption and fraud in Indigenous corporations and will also help Indigenous corporations
understand risks associated with corrupt and fraudulent behaviour and how other
organisations are mitigating those risks.
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6.4

Limitations and future research

This section considers the limitations of this research and also opportunities for further
research. In hindsight, the scope of this research is considered to have been too ambitious
given timeframes and resources. This resulted in some issues, such as how and if cultural
values impact on or contribute to the risk or occurrence of corruption and fraud in Indigenous
corporations, and which fraud mitigation strategies used by funding agencies are effective
and culturally appropriate, not being explored as much as they could have been.
Notwithstanding this, this research has gathered some data that can be used to help plot the
course of further research in this area.

Data analysis
Content analysis of data collected in phase two would have been more efficient had an online
tool or relevant computer program been utilised rather than undertaking this process
manually. Similarly, analysis of data collected in phase three (particularly in response to openended questions), would have been more efficient had a more sophisticated analysis tool
than SurveyMonkey© been used. While SurveyMonkey© enabled some (basic) analysis of
these responses, it was not sophisticated enough to cross-tabulate responses to the required
extent, nor was it sophisticated enough to identify key words and phrases in responses to
open-ended questions. This resulted in data being downloaded to a spreadsheet to enable
filtering and sorting of data responses while analysis of responses to open-ended questions
was undertaken manually. This was extremely time-consuming due to the comprehensiveness
and diversity of participants’ responses in phases two and three.
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Response rate
As this research was exploratory, overall a satisfactory response rate was received in relation
to phases two and three of the research (sections 4.3 and 4.4). However, in relation to phase
one, a significantly lower-than-anticipated response rate (approximately 55%) was received in
relation to data requests (section 4.2). These responses indicated that none or limited data
was available or data was only held on case files and was not easily accessible. Consequently,
this phase did not result in any data that could be used to answer the research questions.
Undertaking some prior groundwork to ascertain what data was available from Australian
Government agencies may have provided an opportunity to reconsider and adjust the
methodology in phase one in order to achieve a higher response rate. This may have also
resulted in relevant data being collected.
Conversely, a high response rate was not considered necessary for phase two as the purpose
of this phase was (1) to gain greater insight and understanding into the factors and conditions
which impact on and/or contribute to the risk and occurrence of grant corruption and fraud
(based on participants’ personal experiences and observations) and (2) to assist with drawing
overall conclusions. Notwithstanding this, it is acknowledged that had the number of
interviewees been expanded or time restrictions not been placed on interviews, additional
data may have been collected. This may have enhanced the findings, conclusions and
implications of this research.
A total of 101 complete responses were received and analysed in phase three. This equated to
a response rate of 13.4% and represented 52.6% of the total response rate (see section 4.4).
While this is considered acceptable and was higher than the required sample size of 83 that
was necessary to achieve a confidence level of 65% with a confidence interval of 5, this was
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lower than the required sample size of 336 to achieve a confidence level of 95% and a
confidence interval of 5 (see section 3.4). This, and the fact not all questions required
respondents to provide an answer, resulted in difficulties in conducting statistical testing.
Consequently, this was not pursued.
The benefits of undertaking statistical testing are something to be considered when
undertaking similar research in the future, including the need to ask questions which are
amenable to statistical testing. Notwithstanding this, it is considered that the response rate is
sufficient to ensure that the results are indicative of the Indigenous corporations surveyed,
noting that the results should not be taken to be definitive. This is because they only
represent the view of the person completing the questionnaire and the results may have
been different if the response rate had been higher.

Availability of data
There continues to be a lack of data available from government agencies regarding corruption
and fraud, let alone grant corruption and fraud (see sections 4.2 and 5.1). This significantly
restricted the research and is likely to limit any similar research undertaken in the future.

Interpretation of data
Inconsistencies are likely to exist in relation to how data was collected and analysed as part of
this research compared to how data was collected in surveys undertaken in relation to notfor-profit and large organisations. However, given this research is exploratory and only
indicative of the extent and nature of corruption and fraud in indigenous corporations, this is
not considered to be an issue. Further, the scope of this research considered both corruption
and fraud and is therefore broader than surveys conducted of not-for-profit and large
organisations, which focused on fraud only. This suggests that had this research focused on
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fraud only, Indigenous corporations may have reported lower incidences than was the case.
To assist in ensuring consistency in the interpretation of any data collected in relation to this
subject matter and ensure comparisons can be confidently made with other types of
organisations, consideration should be given to:


broadening the scope of future research undertaken in relation to not-for-profit and large
organisations to include corruption;



clarifying the types of misconduct the research considers including whether this focuses
on corruption and fraud generally or whether this specifically considers corruption and
fraud of grants.

Due to the small number of Indigenous corporations represented in particular locations
undertaking particular functions, it is not possible to draw any conclusions as to whether the
location of a corporation, or the functions it undertakes, impact on and/or contribute to the
risk or occurrence of corruption and fraud. It is also likely that the value of corruption/fraud in
Indigenous corporations is under-estimated because it is difficult to quantify some
misconduct such as nepotism, kickbacks and misuse of assets for instance and some incidents
are likely to have gone undetected. Further, incidents may also be under-reported because of
respondents’ reticence resulting from negative publicity over the years and because of
concerns held in relation to how this might reflect on Indigenous organisations as a whole.

Future research
There is no reason to suggest that there would not be similar support for further research in
this area due to the support received for this research, even though it is acknowledged that
some reservations, concerns and even scepticism were expressed and can be attributed to
the sensitivities of this research as discussed at section 3.4. In conducting future research and
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to help address these issues, rather than just having information sheets and questionnaires
checked by individuals working within Indigenous Affairs, it may be beneficial to initially test
these with a pilot group comprised of potential participants to enable more appropriate
modifications to be made.
Other areas worthy of further research include:


whether complex corporate structures, which include organisations and subsidiaries
incorporated under different legislation, increase the risk and occurrence of grant
corruption and fraud;



how corruption and fraud in a western context compares to cultural values of kinship and
family connectedness in an Indigenous context.

6.5

Summary

Overall, this research has allowed me to investigate some issues that arise in my professional
work. It has been rewarding to find that Indigenous corporations do not experience a higher
level of corruption and fraud than other (non-Indigenous) corporations, but rather, are likely
to experience similar levels to not-for-profit organisations and significantly lower levels than
large organisations in the private and public sectors, especially because this tallies with my
professional experiences from over the past eleven years.
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Appendix 1: Participant information sheet – data requests
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Appendix 2: Tailored data requests
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Appendix 3: Reminder - data requests
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Appendix 4: Participant information sheet – interviews
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Appendix 5: Participant consent form – interviewee
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Appendix 6: Interview questions
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Appendix 7: Statistical calculations
No. of Indigenous Corporations registered as at 22 October 2008 (as per Public Register)
Sample size required using 95% confidence level and confidence interval of 5
Sample size required using 65% confidence level and confidence interval of 5

Formula38
Sample
Size =

Correction
for Finite
Population:

(Z² * (p) * (1-p))/c²

using 95% confidence level and
confidence interval of 5
= ((1.96 X 1.96) * (0.5) * (1-0.5))/(0.05 X 0.05)

using 65% confidence level and
confidence interval of 5
= ((0.93 X 0.93) * (0.5) * (1-0.5))/(0.05 X 0.05)

= (3.84 * 0.5 * 0.5)/0.0025

= (0.86 * 0.5 * 0.5)/0.0025

= 0.96/0.0025

= 0.22/0.0025

= 384

= 86

Z = Z score (1.96 for 95% confidence level; 0.93 for 65% confidence level)
p = percentage picking a choice, expressed as decimal (use 0.5)
c = confidence interval (margin of error)
ss/(1 + ((ss – 1)/pop))
= 384/(1 + ((384 – 1)/2,666))

= 86/(1 + ((86 – 1)/2,666))

= 384/(1 + (383/2,666))

= 86/(1 + (85/2,666))

= 384/1.144

= 86/1.032

= 336
ss = sample size; pop = population

38

2,666
336
83

= 83

Mason and Lind 1996
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Appendix 8: Questionnaire
Note: The format of the questionnaire differs slightly from the self-administered web-based
questionnaire however the content remains the same as that included in the web-based
questionnaires.
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Appendix 9: Participant information sheet– questionnaires
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Appendix 10: First reminder - questionnaire
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Appendix 11: Final reminder - questionnaire
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