
IN BRIEF:
• In the digital era, background 

checks are essential to mitigate the fi-
nancial and security risks associated 
with employment fraud, including the 
rise of sophisticated tactics such as deep-
fake technology.

• HR teams are pivotal in creating a 
culture of proactive compliance, lever-
aging various industry best practices 
to increase the precision and speed 
of background checks while ensuring 
recruitment processes comply with 
legal standards.

• Investing in advanced, tech-forward 
hiring tools can protect organizations 
from operational and reputational dam-
age, align new talent with company val-
ues, and build a secure workforce.

Employment fraud not only takes 
a fi nancial toll due to the hiring 
of an ill-suited candidate but also 

increases the risk of occupational fraud. 
The events that marked the beginning of 
the 2020s spurred unprecedented trans-
formation by compelling organizations to 
accelerate their digital journey and enable 
remote working and business continuity. 
While it ushered in a new working world 
of tech-powered solutions, the acceler-
ated pace of growth also left organizations 
vulnerable to heightened fraud risk.

According to the Occupational Fraud 
2024: A Report to the Nations issued 
by the Association of Certified Fraud 
Examiners (ACFE), out of 183 cases 
documented in the Asia-Pacifi c region, 
12 (6%) of those were from the Philip-
pines. This report analyzes 1,921 real 
cases of occupational fraud that were 
investigated between January 2022 and 
September 2023. However, it should be 
noted that the Asia-Pacific region re-
ports the highest loss due to the cost of 
fraud compared to other regions in the 
study, with losses amounting to $1.2 mil-
lion, compared to Western Europe which 
came in second with losses of $1 million.

According to ACFE’s Report to the Na-
tions 2024, 16% of the organizations that 
fell victim to fraud had chosen to onboard 
candidates despite the red fl ags that were 
raised during the background screening 
process, illustrating their dire need to hire.

To mitigate such risks, HR depart-
ments can lay the groundwork for or-
ganizational compliance efforts and 
cultivate an environment committed to 
following rules and policies. Through the 
support of HR personnel, compliance 
approaches can evolve from being reac-
tive to proactive, enabling businesses to 
e� ortlessly integrate new regulations.

REMOTE HIRING AND 
BACKGROUND CHECKS 
During these challenging times, hu-
man resource functions fi nd themselves 
struggling to bridge the talent gap in or-
ganizations through remote hiring. How-
ever, without the tried-and-tested safety 
measures such as employee background 
checks in place, fraudsters exploit the 
loopholes in the tech-enabled virtual in-
terviews and skill-assessment processes 
to con organizations into hiring inad-
equately skilled, unscrupulous, or down-
right unqualifi ed candidates for important 
positions through impersonation, proc-
tored interviews, and so forth. The lack 
of continuous monitoring also results in 
issues such as multiple employment and 
compromised employee performance.

In the realm of talent acquisition, 
HR teams play a pivotal role in ensuring 
compliance. They must ensure that the 

recruitment process adheres to em-
ployment laws and remains impartial, 
equitable, and free of discrimination. In 
an era where employment fraud is es-
calating, the onboarding process is par-
ticularly susceptible to modern fraud 
tactics, including overstated resumes, 
the use of deepfakes (artificial intel-
ligence or AI-produced media where 
someone’s likeness or voice is replaced 
with another’s) during interviews, the 
submission of counterfeit documents, 
and undisclosed criminal histories. 
As such, HR can act as a safeguard by 
employing risk mitigation strategies to 
recruit candidates with verifi ed qualifi -
cations and employment records.

THE COST OF OCCUPATIONAL FRAUD
Organizations share confi dential in-
formation and valuable data with em-
ployees based on the trust established 
during the onboarding process. If the 
relationship is built on false pretense 
or with forged documents submitted by 
the candidate to improve their chances 
of being recruited, it can prove detri-
mental to the organization. 

All types of fraud are breaches of 
trust. Occupational fraud is the costliest 
and most common form of deception 
that takes place within organizations.

The Report to the Nations 2024, 
which covered 1,921 cases of occupational 
fraud in 138 countries, reported losses 
of more than $3.1 billion incurred by af-
fected companies. Candidates who use 
fraudulent ways to get hired and submit 
inauthentic documents during pre-em-
ployment background checks are likely 
to operate with the same mindset during 
their employment, resulting in increased 
incidences of occupational fraud. 

LONG-TERM REPERCUSSIONS OF 
EMPLOYMENT FRAUD 
A fraudulent candidate presents false 
information due to the lack of appropri-
ate credentials to secure the position or-

ganically. With the advent of technology 
and remote jobs, fraudsters are creating 
deepfakes to impersonate qualifi ed pro-
fessionals and land jobs on their behalf. 

Such frauds can hamper overall team 
productivity, compromise business out-
comes, and expose the organization to 
legal and reputational damage. While 
employees committing employment 
fraud stand to lose their jobs when their 
misdemeanors come to light, the orga-
nization incurs long-term reputational 
damage in the ordeal.

LEVERAGING TECHNOLOGY IN 
BACKGROUND CHECKS 
With the introduction of improved 
background check processes, HR teams 
can now utilize industry experience 
to thoroughly scrutinize candidates’ 
resumes, documents, references, aca-
demic qualifi cations, and professional 
experience— all by one specialist. Au-
tomated HR compliance solutions can 
reduce the inaccuracies associated with 
manual background checks and o� er 
faster processing times compared to 
traditional methods. 

This ensures that the hired candi-
dates meet the company’s requirements 
and adhere to its policies. While the 
primary objective of background checks 
is to detect fraud, they can also serve to 
assess cultural and value alignment, as-
sisting HR in selecting candidates who 
resonate with the company’s values. 

Employment fraud, like every other 
scam, is di�  cult to avoid. However, oc-
currences can be considerably reduced 
by implementing innovative solutions 
o� ered by employee background verifi -
cation companies. 

Organizations can help prevent the 
hiring of unqualified professionals by 
investing in tech-forward tools for back-
ground verification, leveraging data 
and cutting-edge innovations like face-
matching and geo-tagging to address the 
loopholes in the employee verifi cation 

process in a timely and cost-effective 
manner. Preemptive measures such as 
employee background checks can help 
reduce instances of fraud.

SAFEGUARDING THE FUTURE OF WORK
The importance of comprehensive 
background checks in the modern 
workplace cannot be overstated. As or-
ganizations navigate the complexities 
of a digitalized employment landscape, 
the need for robust verifi cation pro-
cesses becomes increasingly critical to 
prevent employment fraud and its as-
sociated costs. 

Advanced tools that harness cen-
tralized viewing are not only stream-
lining the background check process 
but are also enhancing the accuracy 
and integrity of hiring decisions. In ad-
dition, companies can explore engag-
ing with third-party professionals with 
an extensive track record in fraud and 
integrity services. These measures are 
instrumental in building a trustworthy 
workforce that upholds the values and 
standards of the organization. 

Ultimately, by investing in and pri-
oritizing thorough background checks 
as well as fostering a culture of compli-
ance and ethical hiring, companies can 
protect themselves from the fi nancial, 
operational, and reputational damage 
caused by employment fraud, ensuring 
a secure and prosperous future for their 
business and employees alike.

This article is for general information 
only and is not a substitute for professional 
advice where the facts and circumstances 
warrant. The views and opinion expressed 
above are those of the author and do not 
necessarily represent the 
views of SGV & Co.
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How background checks can help prevent employment fraud

LIQUEFIED natural gas 
(LNG) should not be included 
in the Green Energy Auction 
Program (GEAP), because it is 
a fossil fuel, an analyst said.

“While the GEAP is a wel-
come initiative to increase 
power supply, including LNG 
in this auction would be inap-
propriate,” Noel M. Baga, con-
venor of think tank Center for 
Energy Research and Policy, 
said in an e-mail.

“The (program) is designed 
to implement the Renewable 
Portfolio Standard under the 
Renewable Energy Act, which 
is applicable only to renewable 
energy resources. LNG, being 
a fossil fuel, does not meet this 
defi nition,” he added.

Mr. Baga said that regula-
tors should strengthen the 
competitive selection process 
(CSP) for all energy sources by 
establishing “uniform, trans-
parent bidding rules and limit 
distribution utilities’ ability to 
tailor bid requirements.”

GEA refers to the competi-
tive process for procuring re-
newable energy supply, while 
CSPs are a requirement for 
distribution utilities to select 
the lowest-cost electricity 
supplier.

Mr. Baga said that it is 
crucial to enhance the regu-
latory power of the Energy 
Regulatory Commission over 
the bidding process, as well as 
“requiring full cost declara-
tion from energy importers 
in their bids and minimizing 
exemptions.”

“The ultimate goal is to pro-
mote competition and ensure 
the least-cost electricity for 
consumers,” he said.

Sam Reynolds, LNG/gas 
research lead at the Institute 
for Energy Economics and 

Financial Analysis, said that 
the proposal to include LNG in 
the auction “is likely meant to 
open up additional avenues for 
fossil fuel investment.”

This will also “create oppor-
tunities” for LNG projects that 
“have faced extensive delays,” 
he said.

Mr. Reynolds likewise said 
that LNG facilities can still 
compete for contracts through 
conventional channels, such as 
the CSPs.

“Inclusion of LNG in the 
GEAP could complicate these 
green energy mechanisms 
and ultimately jeopardize the 
country’s transition to cleaner, 
cheaper renewable electric-
ity,” he said.

The Department of Energy 
(DoE) announced last month 
that it will conduct the fourth 
GEA round in the fourth quar-
ter. The auction involves inte-
grated renewable energy and 
energy storage systems.

The DoE said it is consider-
ing offering LNG capacities 
due to the “anticipated high 
entry of renewable energy 
into the grid resulting from 
the GEA.”

“A series of studies and 
simulations on several im-
pacts, such as price, dispatch, 
contracts, energy and capacity, 
will be conducted,” it said.

In the last two years, the 
DoE has conducted two auc-
tion rounds, awarding bids 
amounting to 5,306 megawatts 
(MW ) of renewable energy 
capacity with commitments 
to deliver power in the 2024-
2026 period.

Some energy companies, 
such as First Gen Corp. and 
Meralco PowerGen Corp., wel-
comed the possible inclusion 
of LNG in GEA-4.

“We welcome the GEA-4 
of the DoE and the possible 
inclusion of LNG,” First Gen 
Vice-President Ramon A. 
Carandang said via Viber.

Shipping reform bill expected to
lower price of goods, DTI says

CONTAINERIZED goods shipped 
via barge and domestic vessels 
must now be registered with the 
Electronic Tracking of Container-
ized Cargo (E-TRACC) System, 
the Bureau of Customs (BoC) said. 

Customs Memorandum Or-
der (CMO) No. 09-2024 details 
the rules for registering cargoes 
transiting via barge or domestic 
vessel with E-TRACC.

It also includes the rules for 
containers entering freeport 
zones as well as those for export.

This expands CMO 04-2020 
and CMO 15-2023, which only 
covered the inland movement 
of containerized goods.

Launched in 2020, E-TRACC 
monitors in real time the move-
ment of containerized goods us-
ing a global positioning system 
(GPS)-enabled tracking device.

The objective is to “generate 
real time and accurate informa-
tion and to monitor the move-
ment and location of containers 
using tracking devices and link-
ing it in real time with the elec-
tronic documentation system.” 

Containers loaded onto the 
barge or domestic vessel will 
only be covered by one booking, 
according to the bureau. 

After the barge or domestic 
vessel completes its voyage, 

the authorized representative 
can immediately book for the 
transfer of individual contain-
ers from the terminal facility to 
a final destination in a special 
economic zone, the BoC said, 
in line with booking procedures 
set out under CMO 04-2020.

“The import containers shall 
remain at the terminal facil-
ity yard until these laden boxes 
are booked by their importer 
or authorized representative. 
Only booked containers will be 
sealed with an Electronic Cus-
toms Seal and allowed to com-
mence transit to their Special 
Economic Zone destination.”

Meanwhile, the transfer of 
containers from the zone to the 
terminal facility for export must 
also be booked via the E-TRACC 
system under CMO 04-2020.

Once at the terminal facil-
ity, the customs officer must 
remove the Electronic Customs 
Seal before the authorized per-
sonnel can book a barge. 

“No laden containers shall 
be allowed to be released/dis-
charged by the terminal facility 
without the o�  cial documents 
and authorizations from the 
bureau,” according to the order. 

At the transit terminal facil-
ity, laden containers with tran-

sit cargoes cannot be opened, 
nor be subjected to a physical 
examination, it said. Stu�  ng or 
stripping of cargoes at the facil-
ity are also not allowed. 

I n g r e s s  a n d  e g r e s s  o f 
empty containers will only 
be checked at the transit ter-
minal facility, the BoC added. 
If there are changes in the 
mode of travel , a new booking 
would be required under the 
E-TRACC system.  

The E-TRACC service pro-
vider is tasked with ensuring 
that the system is updated to 
monitor the movement of con-
tainerized goods, BoC said.

It must also create corridors 
and routes for transit to and 
from the Manila South Harbor 
and Tanza Container Terminal, 
Inc., and from the latter to the 
Cavite Economic Zones one 
and two and vice versa.

Terminal facilities handling 
barge transfers should provide 
a suitable office for assigned 
Customs officers, pay the ap-
propriate fees, and ensure 
stable internet access.

Export groups have called E-
TRACC redundant and an unnec-
essary expense, as their logistics 
providers already track cargoes via 
GPS. — Beatriz Marie D. Cruz

Customs to track barge, domestic ship cargoes

THE Department of Trade and 
Industry (DTI) said that the pro-
posed International Maritime 
Trade Competitiveness Act could 
result in lower prices once the fall 

in logistics costs starts reflecting 
in the price of goods.

Trade Undersecretary Mary 
Jean T. Pacheco said that the pro-
posed law, when passed, would 

help remove unnecessary charges 
being imposed by international 
shipping lines. 

The committee handling the 
bill has already convened a techni-

LNG inclusion in 
green energy auction 
alongside RE queried
By Sheldeen Joy Talavera 
Reporter

CONSUMER spending on clothing 
and footwear is estimated to grow 

by 10.5% this year, despite a decline 
in the second quarter, analysts said.

Brice Dunlop, associate direc-
tor for consumer and retail at 
BMI, said that although clothing 
and footwear are essentials, con-
sumers can “quickly cut back on 

the item in the short term to make 
sure their budgets are met.”

  This is in comparison to the 
two other big components of 
the average household’s budget, 
which are food and drink or hous-
ing and facilities, “where spending 

is a lot stickier in the short term.”
 “Consumer spending on cloth-

ing and footwear is very price-
sensitive, as consumers often 
always have lower-priced close 
substitutes available,” Mr. Dun-
lop told BusinessWorld by phone.

Clothing, footwear spending seen growing 10.5% this year
By Justine Irish D. Tabile
Reporter

SUITS THE C-SUITE
RODERICK M. VEGA 

By embracing technology and 
fostering a culture of compliance 
and ethical hiring, HR teams can 
signifi cantly mitigate the risks of 
occupational fraud.

cal working group, Ms. Pacheco 
told BusinessWorld on the side-
lines of a budget hearing last week.

Asked for an estimate on how 
much costs should fall, she said: 
“There are various charges, but 
if those are going to be removed, 
that would decrease logistics 
costs by so much.”

“If the logistics cost comes 
down, whether import or ex-
port, it will defi nitely (lower  pric-
es)… every reduction in the cost 
will, at the end of the day, lower 
the prices of goods,” she added.

Under the proposed law, the 
Maritime Industry Authority will 
be given the authority to regulate 
charges imposed by international 
shipping lines.

“These charges (collected by 
shipping fi rms) are what the export-
ers and importers are saying are 
highly irregular and excessive.  So you 
could just imagine what will happen 
if these charges are gone,” she added.

The measure was named a pri-
ority by business groups like the 
American Chamber of Commerce 
of the Philippines.

“This is one of the most im-
portant policy requests by the in-
dustries, and we are really hoping 
that this will be pursued because 
the President already signed the 
executive order that removed pass-
through fees. Now we also need to 
address the high international ship-
ping charges,” Ms. Pacheco said.

She said several bills could be 
consolidated into the fi nal form of 
the International Maritime Trade 
Competitiveness Act, including 
House Bill 10507 filed by Rep. 
Rufus B. Rodriguez on June 6. — 
Justine Irish D. Tabile


