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ABSTRACT 

This study examined the application of forensic accounting for fraud detection and prevention in 
Nigerian public sector. The objective was to investigate how the adoption of forensic accounting 
and its effectiveness has been used to manage and control fraud in Nigeria. Primary data were 
sourced from questionnaire administered to one hundred and nine staff of selected government 
parastatals, cutting across twelve (12) different sectors of the economy. Simple percentages were 
used to analyses the responses while Spearman Rank Correlation coefficient was used to test the 
hypotheses with the aid of statistical Package for Social Sciences (SPSS). From the analysis from 
the responses obtained and the hypothesis, it was concluded that the application of forensic 
accounting techniques significantly influence the prevention and detection of fraud in Nigerian 
public sector. It was therefore recommended that, among others, forensic accounting should be 
applied in every aspect of accounting and the auditing process in Nigeria and that there is the 
need to formulate laws that would back the use of forensic accounting for all public and private 
organizations. It was also recommended that auditors should ensure that the use of forensic 
accounting in the auditing functions and that professional accountancy bodies should ensure that 
the forensic accountants are trained and retrained from time to time. 
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CHAPTER ONE 

INTRODUCTION 

 

1.1 Background to the Study 

Financial malpractices and other related issues of fraud are critical problems of concern both to 

developed and developing nations. Of recent, it is so rampant that cases of financial irregularities 

and other corrupt practices are becoming parts of the operations of public sector organizations.  No 

money is entirely free, and consequent misuse of any amount will impact negatively on economic 

growth and development. The impact, directly or indirectly, affects the provision and maintenance 

of facilities and infrastructure meant to be beneficial to the citizens. According to Kasum (2015), 

unless it becomes impossible, individuals or establishments affected negatively by the fraudulent and 

corrupt practices need redress by taking actions using different institutions like the police, 

Independent Corrupt Practices and other related offenses Commission (ICPC), Economic and 

Financial Crimes Commission (EFCC) and the Code of Conduct Tribunal. The issue of fraud, money 

laundering and other corrupt practices in business and organizations has necessitated the application 

and practice of forensic accounting. Once fraud is perceived, a professional set of people- the forensic 

accountants are invited to help detect the fraud and come up with substantive evidence to be 

presented in the court of law, when prosecuting the suspects involved in the fraud.  

In Nigeria, though quite a new concept, companies and other governmental agencies have realized 

the need to engage the services of forensic accountants as cases of corporate fraud have substantially 

increased over the years. Eyin (2015) asserted that the term forensic accounting is not relatively new 

in Nigeria as auditors, police and intelligence units apply it every day in the discharge of their duties. 

However, the growing spate of corporate scandals and collapse of organizations, propelled mainly 

by fraudulent activities of management and people in position of managing public funds have made 

the relevance of forensic accounting in maintaining credibility and reliance on the operations more 

important. 

Forensic accounting as a discipline encompasses fraud knowledge, financial expertise, and a sound 

knowledge and understanding of business reality and the working of the legal system (Howard 

&Sheetz, 2014). Therefore, this study is aimed at providing empirical evidence of the level of use 

and effectiveness of forensic accounting techniques in detecting and preventing fraud in Nigeria’s 

public sector organizations. It begins by investigating the extent of use of forensic accounting 
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principles and techniques in detecting and preventing fraud and fraud related practices in Nigeria. 

Besides, the research seeks to determine the effectiveness of the application of forensic accounting 

principles in curbing frauds in Nigeria. This is in view of the fact that forensic accounting methods 

are being used to prevent and detect fraud in developed countries like the United Kingdom and 

United States of America (Howard &Sheetz, 2014). Moreover, since some public corporations are 

known to apply forensic principles in detecting and preventing fraud in their organization, it is 

therefore pertinent to examine the challenges encountered in implementing them. Similarly, the study 

determines the present state of awareness of forensic accounting principles among accounting 

Practitioners in Nigeria. In view of the fact that it is level of awareness is low among stakeholders as 

observed by Effiong (2013). 

The findings of this study would no doubt stimulate forensic accounting education and practices that 

could ultimately translate into positive result in the nation’s bid to prevent, detect and reduce fraud 

and other forms corruption. It is therefore hoped the recommendation of this research, when 

implemented would go a long way in reducing the risks of fraudulent financial activities in public 

corporations in Nigeria in particular, and the economy at large. 

1.2 Statement of Problem 

There is a wide spread increase in the number of fraud and fraud related practices in Nigeria, such as 

payment fraud, pyramid or ponzi schemes, long and short term fraud, insolvency and bankruptcy 

related fraud and banking fraud. According to Kasum (2015), the perpetuation of financial 

irregularities is becoming the core of both private and public sectors in Nigeria as individual’s 

carryout fraud and corrupt practices according to the capacity of their offices.  Onurah and 

Ebimobowei(2014), Enofe, Utomwen and Danjuma (2015), Adebisi, Okike and Yoko (2016) have 

all acknowledged in their separate works, the increasing incidence of fraud and fraudulent practices 

in Nigeria and these studies have argued that it was now becoming a normal way of life. 

Consequently, there was the general expectation that forensic accounting may be able to stem the 

tide of financial and corporate fraud being experienced in most sectors of the Nigerian economy. 

According to Owojori and Asaolu (2013), the inability of statutory audit to prevent and reduce 

misappropriation of corporate fraud and increase in corporate crimes has put pressure on the 

professional accountant and legal practitioner to find a more reliable way of exposing fraud in 

organization.  

A variety of studies have been conducted in relation to forensic accounting both within and outside 

Nigeria. Ranging from issues such as forensic accounting and financial crimes in corporate 
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organization, (Izedonmi & Ibadin, 2015), awareness level of forensic accounting among Nigerian 

undergraduates (Effiong, 2013) and Adebisi et al (2016) explored the role of forensic accounting in 

fighting crimes in Nigeria among many others. However, this study differs from the rest by 

investigating and providing empirical evidence of the level of use and the effectiveness of forensic 

accounting in detecting and preventing corporate fraud in Nigeria.  

 The problem study is that the researcher study the remote and immediate causes of existence of fraud 

in the public sector organization in Nigeria despite the services of security agencies and external 

auditors. 

1.3. Objectives of the Study 

The general objective of this study is to examine the application of forensic accounting in preventing 

and detecting fraud in Nigeria. However more specifically, the following objectives have been set as 

guide to the study: 

1. To ascertain the extent of use of Forensic Accounting Application and Techniques in 

detecting and preventing fraud in Nigeria. 

2. To determine the effectiveness of the Application of Forensic Accounting in fraud detection 

and prevention in Nigeria.  

3. To ascertain the challenges in the Application of Forensic Accounting in frauds detection and 

prevention in Nigeria.  

4. To determine the level of Awareness of the Concept of Forensic Accounting Application on 

public sector organization. 

1.4 Research Questions 

In response to the objectives of the study, the following research questions were formulated in a bid 

to meet the need of the study which is forensic accounting: tool for fraud prevention and detection 

in public corporation in Nigeria. The main research questions are as follows: 

1. To what extent is the Application of Forensic Accounting Principles and Techniques in 

detecting and preventing corporate fraud in Nigeria?  

2. To what extent is Forensic Accounting Effective in frauds detection and prevention in 

Nigeria? 

3. What are the Challenges being faced in the Application of Forensic Accounting in combating 

frauds in Nigeria? 
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4. What is the state of Awareness of the Concept of Forensic Accounting among public 

organizations?  

1.5 Statement of Hypotheses 

In order to achieve the set objectives, the following hypotheses, stated in null forms, shall be tested:  

1. There is no usage of forensic accounting applications and techniques to detect and prevent 

corporate fraud in Nigeria.  

2. Forensic accounting has no significant impact in detecting and preventing corporate fraud in public 

sector organization in Nigeria.  

3. There is no awareness on the concept of forensic accounting in public sector organizations in 

Nigeria. 

4. There are no significant challenges hampering the use of forensic accounting applications in 

curbing fraud in Nigeria. 

1.6 Significance of the Study 

The findings of this study will contribute greatly to the benefit of both private and public sector levels 

of administration in Nigeria by providing them with empirical evidence of forensic Accounting used 

in combating cooperate fraud and also contribute to the body academic knowledge and wealth  of 

research Forensic Accounting and fraud issue in Nigeria considering the level of irregularities or 

complications that arise over the course of doing business, in which there are instances of fraudulent 

activities. While the number may be balancing out in the end, businesses are still finding cleverly 

masked fraudulent activities when they go through the books.  The greater need for transparency and 

accountability in the financial transactions of a company and coupled with the need to provide 

empirical and practical evidence of the use of forensic accounting methods, justifies the need for an 

empirically based research of this nature. Therefore, organizations that will apply the 

recommendations derived from the results of this study will be able to effectively put to check the 

issue of corporate fraud.   

The study will also benefit decision and makers, policy makers and professional accountants in 

public sectors by providing them with empirical evidence of forensic accounting use in combating 

corporate fraud. 
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1.7 Scope and delimitation of the Study  

This study examines with primary data on the use of forensic accounting techniques in combating 

corporate fraud in the public sector of Nigeria. In view of this, the scope of this study is the public 

sector, with particular reference to one hundred and nine public corporations, cutting across twelve 

different sectors of the economy. Thus, data used in drawing conclusions and making 

recommendations were obtained from the public organizations under study. 

1.8 Limitation of the Study 

The study limitation was the distance and the time involved to obtain data and information from 

organizations that are not within the locality of the researcher. Second, the relative newness of the 

concept of forensic accounting in Nigeria, in which not many organizations have embraced it, makes 

it quite difficult to get empirical data that can aid the research study. This is further compounded by 

the inability of management to divulge certain information considered to be classified for fear of 

publication of such information which can be detrimental to their future operation. The necessary 

data and information needed were collected as appropriate. 

1.9 Operational Definition of Terms 

Forensic 

Forensic can be defined as used in or suitable to courts of law or public debate. (Saunders, 2013) 

Forensic Accounting  

It can be defined as the application of accounting techniques to legal problems. (Kasum, 2015) 

Corporate Fraud 

These are the activities undertaken by an individual or company that are done in a dishonest or illegal 

manner, and are designed to give an advantage to the perpetrating individual or company. (Manning, 

2013) 

Preventive Controls  

These are controls that predict potential problems before they occur and make adjustments. 

(Nwachukwu, 2013) 

Detective Controls 
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These controls are designed to detect and report the occurrence of an omission, an error or a malicious 

act. (Gray, 2016) 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This chapter seeks to provide a critique on the main thrust of the study. It sets to critically review 

related previous studies with the view to discovering the gaps, where this study seeks to fill in 

order to situate it in the body of knowledge. Saunders (2013) noted the necessity of focusing on 

research objectives when writing a review. In this section the main related studies are presented. 

Firstly, the concept of forensic accounting and its history is given, the nexus between forensic 

accounting, corruption and corporate fraud is reviewed, then the theoretical bases underpinning 

the research is equally presented and finally, there is the empirical review of related literature.  

2.2 Conceptual Framework 

2.2.1 Concept of Forensic Accounting 

In this section, the concepts and definition that are related to the study are discussed.  

To date, various definitions have been given to describe forensic accounting. To start with, the 

word forensic which means evidence or materials to be used in court has been incorporated in 

accounting and finance as a result of increase in white- collar crimes (Adebisi, Okike & Yoko, 

2016). 

The Association of Certified Fraud Examiners (ACFE), (2010) defines forensic accounting as the 

use of professional accounting skills in matters involving potential or actual civil or criminal 

litigation, including, but not limited to generally acceptable accounting and audit principles; the 

determination of lost profits, income, assets, or damages: evaluation of internal controls; fraud and 

any other matter involving amounting expertise in the legal system.  

Similarly, Ariokiasamy and Cristal (2016), say that forensic accounting can be described as the 

application of financial skills and investigative mentality to unsettled issues, conducted within the 

context of rules of evidence.  

Saunders (2013) posits that forensic accounting discipline is relatively new and that up to date, 

there has been no formal definition that is being accepted as the standard. Webster’s Dictionary 

defines forensic as “pertaining to, connected with, or use in the courts of law or public discussion 
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and debate”. Hence, forensic accounting is closely related to the legal process and has the potential 

to be involved in proceedings in the civil and criminal courts. Forensic accounting provides an 

accounting analysis to assist in legal matters which will form the basis for discussion, debate and 

ultimately dispute resolution.  

Dhar and Sakar (2015) define forensic accounting as the application of accounting concepts and 

techniques to legal problems. It demands reporting, where fraud is established and the report is 

considered as evidence in the court of law or in administrative proceedings.  

Also, Olofinsola (2016) states that forensic investigation is about the determination and 

establishment of facts in support of a legal case. That is, to use forensic accounting techniques to 

detect and investigate a crime in order to expose all its attending features and identify the culprit. 

In the view of Howard and Sheetz (2014), forensic accounting is the process of interpreting, 

summarizing and presenting complex financial issues clearly, succinctly and factually in a court 

of law as an expert.  

Bhasin (2013) opines that the objectives of forensic accounting include: assessment of damages 

caused by an auditor’s negligence, fact finding to see whether an embezzlement has taken place, 

in what amount, and whether criminal proceedings are to be initiated; collection of evidence in a 

criminal proceeding and computation of asset values in a divorce proceedings.  

Manning (2013) defines forensic accounting as the application of financial accounting and 

investigative skills at a standard acceptable by the courts, to address issues in dispute in the context 

of civil and criminal litigation. 

Howard and Sheetz (2014) provide the definition of forensic accounting as the application of 

financial skills and investigative mentality to unresolved issues, conducted within the context of 

the rules of evidence. As a discipline, it encompasses financial expertise, fraud knowledge, and a 

sound knowledge and understanding of business reality and the working of the legal system. Its 

development has been primarily achieved through on-the job training as well as experience with 

investigating officers and legal counsel.  

In the views of Razaee, Crumbley and Elmore (2015), Forensic Accounting is simply a specialty 

in Accounting that deals with the identification of financial fraud, and reports in a way that it would 

be suitable for use in a court of law.  
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Ramaswamy (2013) defines Forensic Accounting as simply the process of interpreting, 

summarizing and presenting complex financial issues clearly, succinctly and factually often in a 

court of law as an expert witness. It is concerned with the use of accounting discipline to help 

determine issues of facts in business litigation. Forensic Accounting is the fastest growing and 

highest paying field of Accounting, and with the integration and complexity of the global markets 

and financial institutions, it would be in greater demand with the next few decades. The needs of 

governments, regulatory authorities and courts for high level of expertise for the analysis for 

intricately devised frauds underline the importance of forensic accounting. 

Forensic accountants provide services in accounting, auditing investigation, damages claims, 

analysis valuation and general consultation and also have critical role sin divorce, insurance 

claims, personal damage claims, fraud claims, construction, auditing of publication right and in 

detecting terrorism by using financial precedence (Hassan & Morteza, 2013). 

2.2.2 History of Forensic Accounting 

Forensic accounting is by no means a new field as evidences prove that the profession has been in 

existence for a long time despite the fact that the profession was not yet recognized as a distinct 

one or called forensic accounting (Bhasin, 2013). Forensic accountants in ancient Egypt who 

inventoried the grain, gold and other assets of Pharaohs were called the ‘eyes and ears’ of the 

Pharaohs. Another evidence of the existence of forensic accounting is traceable to the year 1817 

when the accountants who examined the bankrupt’s account were required to testify in the court 

(Kasum, 2015). Other sources traced the origin of forensic accounting practice date as far back to 

the 19th century Scotland when a young Scottish accountant issued a circular advertising his expert 

in arbitration support in 1824. It was from the late 1800’s and 1900’s that articles began to appear 

discussing expert witnessing, evidence arbitration and awards. The phrase ‘forensic accounting’ 

was said to have been first published in an article in 1946 by Maurice E. Peloubet, a partner in a 

New York accounting firm. Peloubet (1946) explains that during the war, both the public and 

industrial accountants had been engaged in the practice of forensic accounting.  

Forensic accounting is a rapidly growing field of accounting that describes the engagement that 

results from actual or anticipated dispute or litigations. Forensic means suitable for use in a court 

of law, and it is to this standard Forensic Accountants generally work. Forensic Accounting 

involves an investigative style of accounting used in determining whether an individual or an 

organization has engaged in any illegal financial activities (Gray, 2016). Forensic accountants and 
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traditional auditors, though have different roles, knowledge and skills, share some common goals 

that include the detection of fraud. However, unlike financial audit which aims mainly at 

uncovering (identifying and preventing) material deviation (errors) in financial data and significant 

variances form acceptable accounting and auditing standards, forensic accounting looks beyond 

the transactions and audit trail to focus on substances of the transaction instead, with a view of 

identifying fraud. Forensic accounting investigations include litigation services related to a variety 

of situations including business purchases, valuation of divorce assets, property damage, lost 

profits due to embezzlement and other illegal acts, tax evasion, and money laundering schemes 

(Gray, 2016). 

2.2.3 Corruption & Forensic Accounting 

Corruption has permeated the warp and woof of many societies such as Nigeria, unlike most 

civilized societies which are dependent upon people doing the right thing. Despite the rewards, 

punishment and deterrence, the resources required to fully enforce all the laws would be hard to 

come by. Even deterrence is expensive to implement and does not guarantee an adequate level of 

compliance. The underlining factor in this is that, a person’s normative values of right and wrong 

guide his behaviour and determine compliance or non-compliance with the law. 

Corruption as a concept is usually difficult to define because of its relativity but one can put it in 

a perspective when it is identified for the purpose of outliving ways and means of combating it. 

Gray (2016) defined corruption as tendency to do what is wrong, evil and harmful to one’s 

neighbor in spite of the knowledge of what is good. It is an attempt of subverting the rule of the 

game using trick to take public fund and using them for one’s personal interest. The dishonest and 

illegal behaviour exhibited especially by people in authority for their personal gain in corruption. 

According to Gray (2016), the two main factors which have played upon each other in destroying 

the moral fibre of the nation include abject poverty and malevolent greed. The greed of the ruling 

class plays upon the poverty of the larger majority of the people to perpetuate the scourge of fraud 

and corruption. In the Nigerian scenario, the boss and his manager, the police office and the recruit, 

the classroom teacher and his student, the politician and the voter, the judge and the lawyer, the 

pastor and his parishioner; none can remain untainted by this stigma. 

Several scholars have come with various definition of the term ‘Forensic Accounting’. The 

Association of Certified Fraud Examiners (ACFE) define forensic accounting as the use of 

professional accounting skills in matters involving potential or actual civil or criminal litigation, 
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including, but not limited to, generally acceptable accounting and audit principles; the 

determination of lost profits, income, assets, or damages; evaluation of internal controls; fraud; 

and any other matter involving accounting expertise in the legal system. Rezaee et al (2015) define 

forensic accounting as the practice of rigorous data collection and analysis in the areas of litigation 

support consulting, expert witnessing, and fraud examination. O’zukl and Pannuke (2013) states 

that forensic accounting uses accounting, auditing and investigative skills to conduct investigation 

into theft and fraud. Hence, forensic accounting is basically knowledge that encompasses the 

understanding of accounting, auditing, investigation, legal, psychology, computer and criminology 

in providing evidence needed in a litigation process. 

The National Institute of Justice (2010) defines forensic accounting as the application of 

accounting, theories and disciplines to facts or hypothesis at issue in a legal dispute and 

encompasses every branch of accounting knowledge. Also Bhasin (2013) say the integration of 

accounting auditing and investigative skills creates the specialty known as forensic accounting. 

2.2.4 Forensic Accounting, Forensic Auditor and Forensic Accountant 

According to American Institute of Certified Public Accountants (2008), Forensic Accounting 

Services generally involve application of special skills in auditing, accounting, quantitative 

methods, finance, specific arrears of the law, information and computer technologies research and 

investigative skills to collate, analyze, and evaluate evidential matter which in the forensic area is 

called evidence. From the above, it could be said that forensic auditor possesses expertise skill and 

can be called to carry out investigation on financial matter which may be used in law count and 

also he can be called to act in the law count to give evidence on issues relating to financial fraud. 

According to Bhasin (2013), Forensic Accountants are trained to look beyond the numbers and 

deal with the business realities of situation. Analysis, interpretation summarization and the 

presentation of complex financial business related issues are prominent features of the profession. 

He further said the activities of forensic accountants involved investigating and analyzing financial 

evidences: communicating their findings in the form of reports, exhibits and collection of 

documents; and assisting in the legal proceedings, including testifying in courts as an expert 

witness and preparing visual aids to support trial evidence. 

Gray (2016) distinguished forensic accounting from fraud auditing. A fraud auditor is an 

accountant especially skilled in auditing. A forensic accountant may take on fraud auditing 
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engagements and may in fact, be a fraud auditor but he or she will also use other accounting, 

consulting and legal skills in broader engagements. 

Forensic accounting is a discipline that has its own models and methodologies of investigative 

procedures that search for assurance, attestation and advisory perspective to produce legal 

evidence. Gray (2016) argues that fraud can be subjected to forensic accounting, since fraud can 

be subjected to forensic accounting, since fraud encompasses the acquisition of property or 

economic advantages by means of deception through either misrepresentation or concealment. 

Bhasin (2013) notes that the objectives of forensic accounting include: anepment of damages 

caused by an auditor’s negligence, fact finding to see whether an embezzlement has taken place, 

in what amount, and whether criminal proceedings are to be initiated; collection of evidence in a 

animal proceedings and computation of asset values in a divorce proceedings. 

2.2.5 Forensic Accounting Education 

Rezaeeet al(2015) provide evidence that forensic accounting education has evolved from being 

limited to continuing professional education sessions for practicing accountants to being offered 

as a credit course by several universities. 

Hassan and Morteza (2013) posit the addition of forensic accounting course to the accounting 

curriculum can greatly benefit the three major stakeholders in accounting education academic 

institutions, students, and employers of accounting graduates. 

The study of Effiong (2013) found that there is a very low level of awareness on forensic 

accounting among undergraduate students basically because of its complete omission or very 

insignificant place given to it in the curriculum of both the academic institutions and professional 

examination syllabus of the professional accounting bodies in Nigeria and contend that the 

adoption of forensic accounting into the universities accounting curriculum would have a huge 

potential to enhance students skills and competencies that could be used veritable resources to 

mitigate fraud. The lack of legal framework and statutory recognition of the role of forensic 

accounting is similar to the legal status given to financial audit by the Nigerian Companies and 

Allied Matters Act (CAMA) 2004, has not made it necessary for traditional statutory auditors to 

incorporate some measures of forensic enquiries into their audit services for effective fraud 

detection. 
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2.2.6 The Role and Skills of Forensic Accountants 

An understanding of effective fraud and forensic accounting techniques can assist Professional 

Forensic Accountants in identifying illegal activity and discovering and preserving evidence 

(Razaee et al, 2015). Hence, it is important to understand that the role of a forensic accountant is 

different from that of regular auditor. It is widely known that an auditor determines compliance 

with auditing standards and considers the possibility of fraud. Gray (2016) claims that a 

Professional Forensic Accountant has a single-minded focus on the detection, and deterrence of 

fraud. 

Gray (2016) describes a forensic accountant as someone who can look behind the faced-out, accept 

the records, at their face value-someone who has a suspicious mind that (considers that) the 

documents he or she is looking at may not be what they purport to be and someone who has the 

expertise to go out and conduct very detailed interviews of individuals to develop the truth, 

especially if some are presumed to be lying. 

Gray (2016) says forensic accounting often involves an exhaustive, detailed effort to penetrate 

concealment tactics. Stephen Seliskar says, “in terms of the Sheer labor, the magnitude of effort, 

time and expense required to do a single, very focused (forensic) investigation – as contrasted to 

auditing a set of the financial statements – the difference is incredible. 

The above views simply that the role of Professional Forensic Accountant is different from that of 

other accountants. They are different in their further education and training of years of experience. 

In addition, forensic accountant, are closer to being investigators, economists who do economic 

and market estimation and appraisers – who are typically trained in finance or valuation theory in 

business. An investigator a Professional Forensic Accountant can be seen as those who are 

specialist in fraud detection, and particularly in documenting exactly the kind of evidence required 

for successful criminal prosecution; able to work in complex regulatory and litigation 

environments; and with reasonable accuracy, can reconstruct missing, destroyed, or deceptive 

accounting records. Meanwhile, as an economist, they are particularly effective at economic loss, 

damage and social harm estimates; familiar with the assumptions, algorithm, and calculations in 

econometric models and opportunity cost scenarios; can measure and quantify such things s loss 

of goodwill and reputation. Finally, as an appraiser, forensic accountants should be able to reliably 

express informed opinion on matter of business value, based on generally accepted theory; 

effective at evaluating the historical and projected degrees of risk and return of any going concern 
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as well as any and all financial transactions involving assets, property taxes, and equities (Hassan 

& Morteza, 2013). 

Moreover, Howard and Sheetz (2014) assert that the characteristics that differentiate fraud auditors 

and Professional Forensic Accountants form regular auditors in the persistence and doggedness to 

which a suspicion is followed upon. Professional Forensic Accountants may be ordered in by a 

regulatory agency after receiving notice from an employee whistle blower, or press coverage may 

make it know that the company has a scandalous ECO or history. There are no professional 

standards for when regular auditors should become whistleblowers, and unfortunately, the 

involvement of a forensic accountant is almost always reactive. There is a need for more proactive 

monitoring of the signs of financial crime. 

Razaee et al (2015) stated that, furthermore, Professional Forensic Accountants react in response 

to criminal complaints, statements made in civil litigation, and rumors that come to the attention 

of authorities. Suspicion should perhaps refer to sings of cover up or disguise class action suits by 

shareholders may stimulate a forensic accounting investigation, but class-action suits only hurt the 

corporation, and let the offending CEO go free. Regular auditors, as have been seen, also tend to 

not make good witness in court, and they sometime are more a hindrance than help for law 

enforcement. There may be a need for the auditing and assurance professions to change their ways 

before new, emerging fields move in to fill the gap. 

In regard to the above arguments, forensic accounting should play an important role as expert 

witnesses and fraud investigators. Accordingly, forensic accountant should possess a specific skills 

and training that enable them to play their roles as expert witnesses and fraud investigators. 

The area of forensic accounting, as Razaee et al (2015) argue, consists of a rather unique skill set 

that ordinarily requires additional expertise and training beyond an academic degree in accounting, 

and beyond being a CPA (Certified Public Accountant), a CFE (Certified Fraud Examiner) or 

CIRA (Certified Insolvency and Restructuring Advisor). Certifications are good in designating a 

high degree of professional expertise in rather specialized areas, but further graduate education 

and continuing education programs in more general fields would be better. More specifically, 

entry-level fraud and forensic accounting professional should possess knowledge, skills and 

abilities in the following areas: 

1. Criminology specifically oriented to the nature, dynamics, and scope of fraud and financial 

crimes; the legal, regulatory, and professional environment; and ethical issues. 
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2. Fraud prevention, deterrence, detection, investigation and remediation in the following 

areas: asset misappropriation, corruption, and false presentations, financial statement 

fraud; and fraud and forensic accounting in a digital environment, including computer-

based tools and techniques for detection and investigation, electronics case-management 

tools, and other issues specific to computerized environments. 

3. Forensic and litigation advisory services, including research and analysis, valuation of 

losses and damages, dispute investigation, and conflict resolution (i.e. arbitration and 

mediation). 

Considering the above views, it seems that forensic accounting plays a significant role in 

preventing and detecting possibilities of fraudulent financial reporting. It can be seen as an 

attainable effort to improve quality alternative research in accounting. 

2.2.7 The Nature of Corporate Fraud 

The Economic and Financial Crimes Commission (EFCC) Act (2004) attempts to capture the 

variety of economic and financial crimes found within and outside the organization. It defines 

fraud as illegal act that violates existing legislation and these include any form of frauds, narcotic 

drug, trafficking, money laundering, embezzlement, bribery, looting and any form of corrupt 

malpractices and child labour, illegal oil bunkering and illegal mining, tax evasion, foreign 

exchange malpractice including counterfeiting, currency theft of intellectual property and piracy, 

open market abuse, dumping of toxic waste and prohibited good etc. 

Howard and Sheetz (2014) are of the view that fraud in any organization vary widely in nature, 

character and form of operation. Fraud may be classified in to two broad categories: the nature of 

fraudsters and the method employed in carrying out the fraud. On the basis of fraudsters fraud may 

be categorized into three groups, namely: internal, external and mixed frauds. Internal fraud relates 

to those committed by members of staff and directors of the organization while the external fraud 

is committed by persons not connected with the organization and mixed fraud involves the 

outsiders colluding with the staff and the directors of the organization. Gray (2016) notes that the 

identification of causes of fraud is very difficult because it involves a complex web of conspiracy 

and deception that often mask the actual cause. Owojori and Asaolu (2013) are of the opinion that 

on the average, six out of every ten staff would look for ways to steal if given the opportunity and 

thus only four could be honest. 
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Sanusi (2012), ascertaining the state of some banks in Nigeria declared five prominent banks 

insolvent, chronically liquid, with the revelation that they had largely eroded their shareholders 

funds and practically breached all the ratios in banking. CBN unfolded the list of debtors 

comprising companies and their directors who secured loan worth over N747 billion from the 

affect banks, while some auditors certified these banks financial statements to be true and factual 

the failed to disclose their debt profile. Interestingly, Price Waterhouse Coopers and Akintola 

Williams Delloite are the auditors of the five troubled banks, thereby raising question about the 

accountants’ competence and integrity, apart from doubts of the exact standards of corporate 

governance. 

KPMG’s Fraud Survey (2003) reveals that more corporate entities are experiencing incidents of 

fraud than in prior years, while more sophisticated measures are being adopted to combat fraud 

through the launching of new antifraud initiatives and programs that include the deployment of 

forensic accounting techniques in response to the Sarbanes-Oxley Act of 2002. Price Waterhouse 

Coopers’ (PWC, 2003) Global Crime Survey showed that 37 percent of respondents in 50 countries 

reported significant economic crimes with the average loss per company of $2,199,930. These 

survey results underscore the importance of forensic accounting practice and education. 

Corruption is considered the bane of the Nigerian society which has dogged the country and 

plagued all attempts to improve the lives of the citizens (Nwachukwu, 2015). Although, corruption 

is by no means exclusive to Nigeria, the prevalence and the amounts involved in Nigeria is mind 

boggling (Nwachukwu, 2015). In a very legitimate sense, corruption auditing is expected to remain 

a major concern of government auditors just as in the same way fraud auditing is to auditors of 

private establishments. But unfortunately, government audit has remained significantly dormant 

in corruption audit methodology development (Khan, 2015). It is the belief of some experts in the 

financial industry that forensic accounting will increase risk control mechanism and limit fraud 

vulnerability of companies and corruption in the public sector. 

There is a gradual rise in the application of forensic accounting in the investigation of corporate 

fraud as it took the application of forensic accounting by the Economic and Financial Crimes 

Commission (EFCC) to unravel the corruption mess in the Nigerian Securities and Exchange 

(NSE), which was allegedly claimed to have been laden with numerous instances of over-

invoicing, gross breaches of financial guidelines, multiple payments, falsification of accounts, 

illegal sharing of funds and fragrant disregard for budgets and expenditure limits. However, while 

most other countries have been able to reduce the occurrence of financial fraud in both the private 



17 
 

and public sectors, the menace is rather on the increase in Nigeria, despite the establishment of the 

Independent Corrupt Practices and Other Related Offences Commission (ICPC) and the Economic 

and Financial Crimes Commission (EFCC) (Effiong 2013). Nigeria is still ranked very low by the 

Transparency International Corruption Index. The 2010 survey places Nigeria at the 134th position 

out of 178 countries that were sampled. 

The Centre for Forensic Studies (2010) notes the increasing need for forensic and investigative 

accounting in the banking sector results from the nature of modern-day banking involving large 

volume of complex data, which makes it difficult to monitor those transactions by applying manual 

audit processes. This in turn makes the control utility of auditing ineffectual. Though fraud in 

Nigeria has witnessed high prevalent rate especially in the banking sector, Eyin (2015) undertook 

a study to offer forensic accounting in investigating variances and suspected fraudulent activities 

in manufacturing processes and thus suggest that the application of forensic accounting applies to 

all scenes where fraud is a possibility. 

Razaee et al (2015) used the term misconduct for all forms of illegal business behavior including 

civil and criminal malfeasance. Kasum (2015) defined corporate securities as a firm’s or its 

managers’ misconduct, which causes loss of material value to shareholders which may trigger 

regulatory and /or legal enforcements. However, the author also underlined the overlap in 

definitions of corporate fraud and accounting fraud; noting that accounting fraud is seen as the 

“intentional misconduct of financial reports, in violation of generally accepted accounting 

principles. Some other authors have linked corporate fraud to legal authority enforcement actions. 

Owojori and Asaolu (2013) defined corporate fraud as cases subject to fraud enforcement actions 

by the Securities and Exchange Commission. Their study included cases which involves the “intent 

to deceive, manipulate, or defraud with miss statements of material fact made in connection to 

financial conditions, insolvency and profitability”.  

The concept of fraud 

Literature is replete with various definitions of fraud. It varies 

betweenorganisationsandjurisdictions(Adewale,2016).Althoughitisnottheintentionofthis research 

to enter  into the  debate  on definition of  fraud as several studies (Özkul&Pamukçu,2013) have 

done that, a proper understanding of fraud is necessary to situate the present study. For instance, 

Oxford (2006) defines fraud as a false representation by means of a statement or conduct, in order 

to gain a material advantage. 

The Association of Certified Fraud Examiners (2008) defined fraud as the use of one’s occupation 
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for personal enrichment through deliberate misuse or misapplication of the employing 

organisation’s resources or assets.  It is therefore any   act of misappropriation, theft or 

embezzlement of corporate assets in a particular economic environment. It has been considered 

as is any act of deception performed by somebody to cheat or deceive another person to his 

detriment or the detriment of any other, or to cause injury or loss to another person while the 

perpetrator has a clear knowledge of his intension to deceive, falsify or take advantage over the 

unsuspecting and innocent victim resulting to suffering loss or damage (Adewale, 2016). 

According to Howard and Sheetz (2014), fraud is simply “stealing by tricks.” Hassan and 

Morteza (2013) in their definition of fraud argued that it“ is a human endeavour, involving 

deception, purpose fulintent, intensity of desire, risk of 

apprehension,violationoftrustandrationalisation,”.Fraudisanintentionalactdone by human beings 

through deception, trickery and misrepresentation. 

Fraud could be any deliberate actions taken by management at any level with the intention to 

deceive, con, swindle, or cheat investors or other stake holder (Owojori & Asaolu, 2013). Many 

authors agree that fraudulent activities involve the use of deceit and tricks to change the truth so 

as to deprive another person of his right. 

Frauds a recommitted in all spheres of human activities: business, public and financial sectors 

(Adebisi etal, 2016). It is a strategy to achieve a personal or organizational goal or to satisfy 

human needs. Fraud is any action, behavior or oral expressions deliberately aimed at deception 

and form is information. It is a sequence of activities perpetrated to obtain money, property or 

services, to avoid payment or of services or to secure personal or business advantages. These acts 

are not dependent up on the application of threat of violence or of physical force (International 

Standards for Professional Practice of Internal Auditing, 2002). 

 Causes of Corporate fraud 

Even though the reasons for fraud occurrence or causes of fraud in an organization is not really 

the interest in accounting, but that of the behavioural sciences like sociology, psychology, 

criminology and anthropology, the interdisciplinary approach of fraud examination and forensic 

accounting in the development of theory and in practice lend support for understanding why fraud 

occurs by accountants interested in its prevention and detection. In fact, Hassan and Morteza 

(2013) argued for the integration of the behavioural sciences in fraud and forensic accounting 

curricula for fraud to be effectively 

preventedanddetected.Investigationsintothemechanismsoffraudpreventionanddetectionmustseekt
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ounderstandtheconditionsthataregenerally present when fraud occurs. 

One important conceptual frame work in understanding why fraud is committed is what is 

popularly known as the fraud triangle. The fraud triangle is loosely based on means, motives and 

opportunity (Howard &Sheetz, 2014).The fraud triangle has been widely disseminated by the 

Association of Certified Fraud Examiners (ACFE) and has three elements in the triangle.  These 

elements are the perceived need, perceived opportunity and rationalization of fraudulent behavior 

(Figure2.1). 

The Fraud triangle 

The fraud triangle is often used to explain why otherwise law – abiding people commit fraud in an 

organization. According to this model there are three factors that must exist for a normal; person 

to commit fraud: example pressure (occasional by financial needs, avoiding embarrassment or loss 

of status) opportunity (a perceived low risk of detection) and rationalization (the ability to avoid 

feeling guilty by finding conduct acceptable or justifiable. 

Figure 2.1: The Fraud Triangle 

                                         Opportunity 

 

                                             Fraud 

                                            Triangle 

                       Pressure                              Rationalization 

Source: Wells (2013) 

Wells (2013) states that opportunity are created by poor internal controls and a lack of segregation 

of duties that allows one individuals or a small number of individuals in collusion to override 

controls and gain access to company assets. Razaeeet al (2015) lists factors that could give room 

for opportunity for fraud in an organization. They are lack of controls that prevent and/or detect 

fraudulent behavior, liability to judge quality of performance, failure to discipline fraud 

perpetrators, lack of access to information, ignorance, apathy and incapacity, lack of audit trail. 

Studies suggests that 95 percent of all frauds involves either financial or vice related pressures. 

And they include the following factors greed, living beyond one’s means, high bills or personal 
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debt, poor credits, personal financial losses and unexpected financial needs. While these factors 

may not be exhaustive, these pressures are not mutually exclusive and have been associated with 

numerous fraud cases (Adebisiet al, 2016).Nearly early fraud involves the element of 

rationalization. As employee are working for reason to support their fraudulent behaviour. They 

will rationalize their dishonest acts in order not to feel guilty. 

2.2.8 Types of Corporate Fraud 

Payment fraud 

Payment fraud has been a concern for organizations for many years. While enterprising criminal 

keep developing new and innovative ways of scamming their victims, they are also reverting to 

old fashioned methods such as check fraud. In addition, new technology is providing fraudsters 

with an expanding set of tools to commit fraud- particularly with check and also enabling them 

develop new form of fraud such as business email compromise (BEC) scams. A business Email 

compromise as defined by the 2016 FBI alert is a “a sophisticated scam targeting business working 

with a foreign supplier and/ or businesses that regularly perform wire transfer payments. The scam 

is carried out by compromising legitimate business email accounts through social engineering or 

computer intrusion techniques to conduct unauthorized transfer of funds”. Other types of payment 

frauds are check frauds, corporate/ commercial card payment, mobile payment credit and debit 

card payments and ACH frauds. According to a 2017 payment fraud and control survey carried 

out by the Association for financial professional it was discovered that 74% of finance 

professionals, report that their companies were victims of payments fraud in 2016. Checks 

continuous to be the payment method most frequently targeted by those committing fraud as 75% 

of organization that were victim of fraud as or attack in 2016 experienced check fraud. 63% that 

experienced attempted or actual payment s fraud did so as a result of action by an outside 

individual. While 74% of finance professional s report that their organizations were victim of 

business email compromise in 2016, showing a 10% point increase from 2015 while 72% of 

respondents have concerns about the extending security of mobile payments. 

Pyramid or ponzi schemes 

A ponzi scheme is an investment fraud that involves the payment of purposed returns to existing 

investors from fraud contributed by new investors. Ponzi scheme organizers often solicit new 

investor by promising to invest fraud in opportunities claimed to generate high return with little or 

no risk. Ponzi schemes practioners require a consist flow of money from new investor to 
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continuous to make promised payments to earlier stage investor to create the false appearance that 

investor are profiting from legitimate business. Ponzi scheme tends to collapse when it becomes 

difficult to recruit new investors or when a large number of investors ask to cask out. The scheme 

was named after Charles ponzi, who duped thousands of New England residents into investing in 

a postage stamp speculation scheme back in 1920s. At a time when annual interest rate for bank 

accounts was 5%, Mr. Ponzi promised investor a 50% return in just 90 days. To prevent this type 

of fraud, the US Securities and Exchange Commission 2017 suggested that investors should ask 

questions about the license of the company, is the investment registered? How do the risks compare 

with the potential rewards? Do I have a full understanding of the investment? And where can I 

then to for help. 

Banking fraud 

According to Adewale (2016) traditional schools of thought classify the cause of banking fraud 

into two major clauses. They are environmental/societal factors. 

The environmental factors noted include the following: 

Perverted Societal Value 

In time past, African society value honesty hard work and wisdom as a reflection of old age as 

yard stick for respect and honor. Unfortunately, materialism as measured by volume of money, 

number of cars etc, without regards to how these were required either by defrauding business 

associates have become the measure of standard for higher office. 

Pressure from Societal Anticipation of Performance 

There is the believe that many fraudulent financial reporting ordinarily does not start with 

dishonesty but rather from societal anticipated results of companies or banks performance. For a 

bank the pressure, the pressure may come from unwillingness to report increased loan loss reserve 

to the NDIC or CBN. Or for some the pressure may come from a senior executive who simply is 

not a good manager but want to be seen as having met a per – forecasted corporate report. 

Short and Long Firm Fraud 

According to Action Fraud (2017), this is when criminals set up what’s an apparently legitimate 

business, but with the intention of defrauding both its suppliers and customers. Long firm fraud 
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happens after the business has developed a good reputation and credit history. Short firm fraud, 

often internet-related, happens when the business has only been in operation for a few months. 

Long firm fraud 

Long firm fraud starts with the criminals placing lots of small orders with wholesalers and paying 

them promptly. Having established a good credit history and having won the trust of their 

suppliers, the fraudsters then place several larger orders with their suppliers. But once they receive 

the goods, they promptly disappear and sell the goods elsewhere. 

Short firm fraud 

This is similar to long firm fraud but it takes place over a much shorter timescale. Usually, the 

business doesn’t try to establish any form of credit history or credibility, apart from perhaps filing 

false accounts at Companies House if it’s a limited company. The fraudulent business has no day-

to-day trading activity. Instead, the fraudsters use credit to obtain goods that are delivered to third-

party addresses, often on multi-occupancy trading estates. Again, the goods are sold on for cash 

and the criminals then disappear. These kind of long and short firm fraudsters are happy to deal in 

any goods or services with a market value. They obviously prefer goods that aren’t traceable, turn 

over quickly and are easily disposable. For example: electrical goods, computers, toys, toiletries, 

wines, spirits, fancy goods and confectionery. The most immediate impact of these frauds is 

serious financial loss. As a victim, your organisation may also suffer from low staff morale, 

adverse publicity, disruption caused by a major investigation, or even further fraud under a 

different guise. 

The organization suggested that the following preventive measure be taken in order to forestall 

such happening: 

First, ask the business for trade references and check the authenticity of the referees. Sometimes, 

criminals form companies to fraudulently provide references for each other and take steps to verify 

the identity of the office holders. Secondly, if it is a limited company, find out if it has filed 

accounts; check whether the accounts are credible given the trading period; and ensure they have 

been prepared by a genuine reporting accountant. Thirdly, ask to check the credit histories of the 

people running the business, Check for evidence that they do live where they say they live. Check 

publicly-available databases on the Insolvency Service and Companies House websites to see if 
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the individuals are bankrupt, or otherwise disqualified from acting as directors of a limited 

company. And Check who owns the domain names of any website the business uses. Also, be 

wary if the only ways of contacting a business are through webmail-based email addresses and 

mobile telephone numbers. And lastly, ensure that goods are delivered to identifiable individuals 

and addresses, and don’t allow goods to be cross-loaded to unidentifiable vehicles waiting at the 

delivery location. 

Corrupt law enforcement and judiciary system. 

Our judiciary system is very slow in the dispensing of justice, on average- a fraud case could take 

between 7-10 years to be resolved in the present day Nigeria. 

Fear of negative publicity of corporate bodies  

Often corporate bodies like banks do not want their names to be mentioned in the press for the 

wrong reserve for fear of sending wrong signals to shareholders, depositors and potential investor. 

These fraudster often take this as an incentive to perpetuate their criminal behavior since they 

know that management of the bank will not want to go the whole mog of prosecution and court 

case as this will be seen as weakness on their part. 

2.2.9 Institutional factors responsible for corporate fraud 

1) Weak corporate governance 

Most bank in Nigeria fail to establish an effective code of conduct and practice for their 

employees or create an ethical environment in the work place to prevent corrupt practice 

and conflict of interest. The experienced of the failed banks investigations revealed that 

most banking frauds were committed by managers themselves who make paradise for 

personal misuse of accounts and misappropriation of customer deposits. Some of the bigger 

fraud were committed by chief executive officers who yielded unfettered power, and board 

of directors who were unwilling to challenge power. 

2) Dubious Accounting Practices 

Most organization often than not have no clears policy on fraud. Things therefore are done 

by individual managers and supervisors according to their own moral standards. 

3) Weak internal control system 

Where the employees are poorly supervised, those with fraudulent tendencies among them 

get the impression that their working environment and or circumstance is safe for the 
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perpetuation of fraud. Inadequate control in form of effective policies, procedures and 

system is indicative of poor management. When controls are inadequate, loopholes become 

glaring to the fraud minded operator in the system and he sees it as an opportunity he must 

avail himself of. 

4) Unbalanced Aspiration and Opportunities 

When there is unbalance between the opportunities which a company offers its staff and 

their aspiration there will be a spate of discontentment. Fraud breech in the gap between 

aspiration and opportunities. 

Onurah and Ebimobowei (2014) outlined the different types of fraud as: 

i. Telling fraud 

ii. Falsification of account: current/cheque, savings/deposite suspense Account 

iii. Forged cheques with forged signature 

iv. Printing of bank document illegally 

v. Clearing fraud 

vi. Consulet fraud 

vii. Telex fraud 

viii. Tradition bank branches 

ix. Fraudulent withdrawal 

x. A T M withdrawals 

Onurah and Ebimibowei (2014) further suggested the following as a measure to prevent the 

banking type of fraud. Such ad dual control, operational manual, graduated limit of authority, 

lending units, use of close circuit television, establishment of inspectorate hit, segregation of 

duties, verification signatures, control of dormant account, close watch on life style of staff and 

coding/decoding the telex message. 

Kasum (2015) also suggested the use of computer software by auditors for the prevention and 

control of fraud in the banking industry. 

2.2.10. Mechanisms of Fraud Prevention and Detection 

Preventive controls 
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Preventive is the most proactive fraud fighting measure. The design and implementation of control 

activities should be a coordinated effort spear headed by management with an assembled cast of 

employees. 

Human resource procedures- the HR department can be use to prevent fraud by performing 

background investigation of potential employees that are about to be engaged by the organization, 

organize anti- fraud training programs for both new and old staff which will serve to establish and 

force the tone from the management regarding the individuals responsibility and the process to 

deal with suspected fraud. 

Authority limits 

It is believed that fraud is less likely when an individual’s level of authority is commensurate with 

his here level of responsibility. Therefore a misalignment between authority and responsibility, 

particularly in the absence of control activities and segregation of duties can lead to fraud. 

Transaction – level procedures 

This involves the review of third – party transaction in order to prevent fraud. Since fraud schemes 

often involve the use of third – party activities, individuals, organization need through measures 

at the front- end that will prevent the back – end activities. 

Detective controls 

Having effective detective controls in place and visible is one of the strongest deterrents to 

fraudulent behavior. Used in tandem with preventive controls, detective controls enhance a fraud 

risk management programmes effective by providing evidence that preventive controls are 

working as intended and identification fraud that occurs. 

The Association of Certified Fraud Examiners (2008) designed the following as measures for fraud 

detection by organizations. 

Whistleblower Hotlines 

This is one of the more effective measure organization can implement as part of their fraud risk 

detection program me. This is s method whereby a hotline channel is made available by the 

organization through staff member can report suspicious issues of fraud to management with 
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unveiling the identity of the whistle blower. The knowledge by staff that there is such a policy can 

help to prevent fraud because individual may fear that a fraud will be discovered and reported. 

Secondly, the design of a process controls to detect fraudulent activities, as well as errors, include 

reconciliation, independent reviews, physical inspection analyses and audits. A lack of, or 

weakness in, preventive control, increase the risk of fraud and place a greater burden on detective 

controls. 

Thirdly, the design of proactive fraud detective procedures. This involves the use of data analysis, 

continuous auditing techniques, and other technology tools to effectively detect fraudulent 

activities. Data analysis uses technology to identify anomalies, fraud, and risk, indicators within 

large population of transaction. While continuous auditing is the use of data analytics on a 

continuous or real – time basis, thereby allowing management or auditing to identify and report 

fraudulent activity more rapidly. 

As organizations grow and technology needs change, so do the opportunities for fraud. While all 

fraud and miss and wet scheme cannot be fought with the same techniques the organization 

periodically will need to assess the effectiveness of process controls, whistle blower and internal 

auditing. 

2.2.11 Forensic accounting mechanisms 

 

Benford’s law 

Benford’s law refers to the probability distributions that is characterised by the significant digits 

in real data set. It is also known as the first-digit law. It is the expected frequencies of the 

digits in list of number. The law states that in lists of numbers from many real life sources of data, 

the leading digit is distributed in a specific, non-uniform way.  It  assumes  that  when  data  is 

ordered,  it  forms  a  geometric  sequence.  According to Howard and Sheetz (2014), Benford’s 

law is a fine example of a deeply non-intuitive and intriguing mathematical result that is simple 

enough to be described. 

Benford’s law relates to the first digits of a collection of numbers. By simple intuition, each 

integer from 1 through 9, in a large data set should appear as the leading digit with 

approximately equal probability. On the contrary, Benford’s law shows that the digit 1 leads by 

approximately 30 per cent of the time and each successive digit is less common, with 9 occurring 

in less than 5 per cent of the times. 
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With recent audit failures and the subsequent issuance of Statement on Auditing Standard No. 99, 

Consideration of Fraud in a Financial Statement Audit (American Institute of Certified Public 

Accountant, AICPA, 2002), the need for the accounting and auditing profession to search for 

analytical tools and methods of fraud detection became very glaring. Indeed, SAS No. 99, 

paragraph 28 and SAS No. 56 require auditors to make use of analytical techniques during the 

planning stage of the audit with the view to identifying the existence of unusual transactions, 

events and trends. 

The origin of Benford’s law dates back to 1881, when an American astronomer and 

mathematician, Simon Newcomb, observed that copies of logarithm books (which were used 

for calculations in the absence of electronic calculators) in the school’s library were much more 

worn out in the beginning pages which had lower digits than the followings pages. The inference 

from the above observed pattern was that, people made use of those logarithmic tables to look up 

for numbers which started with 1 more often than those starting with other numbers like 2- 9. 

The conclusion therefore was that, more numbers exist which begin with 1 than with 2, and 

more of 2 than with 3, and so on. 

However, Newcomb did not provide theoretical explanation for the phenomenon This may have 

resulted in his article, ‘Note of the frequency of use of the different digits in natural numbers’, 

published by American Journal of Mathematics, remaining virtually unnoticed. 

The phenomenon of Benford’s law was rediscovered in 1938. This time, the discovery was made 

by the physicist, Frank Benford in 1938 (Howard & Sheetz, 2014). Benford like Newcomb also 

observed that the first few pages of his logarithm books were more worn out than the later ones. 

He came to the same conclusion made by Newcomb some fifty (50) years earlier, without having 

any prior knowledge of the any previous observation and conclusion made by the later. Unlike 

Newcomb, Benford tested his hypothesis using a wide variety of datasets, including areas of 

rivers, population figures, addresses and so on. 

Benford discovered that numbers consistently fell into a pattern with low digits occurring more 

often in the first position than higher ones. This resulted in the law being credited to him. 

However, Devonport (2013) calls it Newcomb-Benford law, of which should rather be the case. 

 

Computer-assisted audit tools 

Computer-assisted  audit  can  be  defined  as  the  ability to  use  technology to  assist auditors 

to perform audit task and come out with result which are correct and at faster rates (Saunders, 

2013). The result is that there is improvement in audit efficiency.  Here,  audit  tasks  are  



28 
 

performed  without  being  tied  down  to  manual methods, making them more intensive, quick 

and efficient. Computer –assisted audit tools (CAATs) allow auditors to choose the task that they 

want to perform and they are able to select transactions, meet specific criteria, get additional   

information   about   control   effectiveness,   and   test   100   per   cent   of populations(Saunders, 

2013). 

According to Howard and Sheetz (2014), CAATs are computer tools and techniques that the 

auditors use as part of the audit procedures, which aid to process data of audit significance as they 

are contained in the entity’s information systems. Razaee et al (2015) has also shown that 

computer-assisted audit tools improve audit efficiency i.e., the auditor can perform the tasks and 

is able to use the whole population rather than rely on using samples. 

Wells (2013) has posited that CAATs can be portrayed as the tools and techniques that are used 

to examine directly the internal logic of an application as well as draw indirect inferences 

upon the application’s logic by examining the data processed. Moreover, CAATs can be of 

different types which the internal auditor makes use of such as electronic working papers, fraud 

detection, information retrieval and analysis, network security, continuous monitoring, audit 

reporting, database of audit history, computer based training, electronic commerce and internet 

security. 

Generally, five types of CAATs have been found in literature. They are: test data, integrated test 

facility, parallel simulation, embedded audit module and generalised audit software. Wells (2013) 

argues that even though five types of CAATs have been advanced in audit literature, they could 

be grouped into two to show their relevance. Basically, test data, integrated test facility and 

parallel simulation examine the internal logic of the application while the embedded audit module 

and generalised audit software look at the indirect logic application. 

Datamining technique 

Adebisi et al (2016) defines data mining as a data search which is sophisticated and has the 

capability to use statistical algorithms to discover patterns and correlation in a data, with the 

intention to find an explicit, but potentially useful information. Data mining derives its name 

from searching for information in a large databases example gigabytes and mining from 

mountain in search for ore. This helps management to focus on important information in the data 

which may have been hidden. The analysis which is offered by DM has moved from being 

retrospective (past events) to prospective. The pattern of extraction is very important in data 

mining since it deals with relationships between subsets of data. 

Data mining has to do with the ability of the researcher to search and analyse data in order to find 
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the implicit but potentially useful information which has been buried due to the passage of time 

on the gigabytes of the system. Data mining is also an iterative process whereby progress can be 

defined by discovering, either through automatic or manual methods. It is useful in an exploratory 

analysis, where there is no predetermined interest outcome. DM uses a board family of 

computational methods which are statistical analysis, decision trees, neural network, rule 

induction and refinement, and graphic visualisation. It is used to extract patterns from large data 

sets. These patterns are very important component of the data mining activity which deals with 

relationships between the subsets of the data (Adebisi et al, 2016). 

 

Accounting tools  

Ratio analysis is a tool which the forensic accountant can apply to conduct a quantitative analysis 

of the firm’s information on the financial statement. The accountant uses ratio analysis on the 

current year to compare with the previous year. The comparison to show how the firm is doing 

in the current year over the previous and the company can then conclude on the well-being of 

the company. Knowing that the “fraud in business is a matter of grave social and economic 

concern” (Razaee et al, 2015). 

Ratio analysis could also be employed in the same way to check on the financial health of the 

company when it has to do with fraud because it will serve as a pointer to waste, abuse and fraud. 

Frauds which are not on record have more negative impact on the firm and in many cases 

involve top level management (Wells, 2013). That is the amounts are large and may not be easily 

detected by the traditional audit procedures. The forensic accountant has to be careful about such 

and work his way not to fall a victim of such prey. 

It is argued that ratio analysis is possibly to the most powerful identifier of fraud. It examines 

patterns in the financial statement to highlight possible fraudulent transactions and also pinpoint 

the specific transaction which is usual as it carries on the operation, and could be used in both 

small and large samples. It points out discrepancies. Ratio analysis can identify fraud by 

computing the variance in a set of transactions and then calculates the ratios for the selected 

numeric field (Wells, 2013). 

The ratio of the highest value to the lowest value that is maximum / minimum, in this case if the 

result is close to 1, the forensic accountant know that there is not much doctoring of the result. 

This implies that there is not much variance between the highest and the lowest prices. But 

if the ratio is large, this is an indication that too much was paid for in the product than required 

(Hassan & Morteza, 2013). 
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Ratio  of  the  highest  value  to  the  next  highest  value  i.e.  maximum value  /next maximum 

value, where the result is compared between the highest value and the next highest value and the 

difference is large, this indicates that the result has deviated then the examiner checks to know 

the reason for such a departure which could be a possible fraud indicator. 

The ratio analysis variance compares the data from the firm with that of the firm and the figures 

are not what is borrowed from theory and as such shows a true picture of the firm. This is a 

powerful tool, when employed will be able to detect the fraud even if it is just for the first time 

such fraud was perpetuated and are used by most Certified Fraud Examiners. The examiner 

knows that not all firms are the same and when considering the enormous fraud that the firm is 

facing he should not only go out with one skill but should be prepared to deal with the situation 

as he finds deem (Hassan & Morteza, 2013). 

2.3 Empirical Review 

Many researchers have attempted to examine the effect of forensic accounting on corporate fraud 

detection.  

Adebisi et al (2016) examined the effect of forensic accounting on corporate fraud and 

performance outcome in the Nigerian manufacturing sector. Using a match sample of three 

hundred and six (306) manufacturing firm registered with the manufacturing association of Nigeria 

(MAN). Three revealed that corporate fraud is on the increase in this sector of the economy, and 

the reason is that most senior managers want to be independent at the expense of their employers. 

That most managers incorporate firms that supply goods to their company at very high prices 

thereby increasing cost of production. 

In their empirical study, Modugu and Anyaduba (2013) examined forensic accounting and 

financial fraud in Nigeria. The study employed survey design in a sample size of 143 participants 

consisting of accountants, management staff, practicing auditors and stakeholders. The authors 

employed binomial test for data analysis and found that there is significant agreement among 

stakeholders on the effectiveness of forensic accounting in fraud control, financial reporting and 

interval control quality. 

Okunbor and Obaretin (2015) examined the effectiveness of the application of forensic accounting 

services in Nigeria Corporate organization in a sample of ten companies quoted in the Nigerian 

Stock Exchange by employing simple regression model for the test hypothesis. The study revealed 
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that the application of forensic accounting services by corporate organization in Nigeria is not 

effective in determining fraudulent activities. 

Owojori and Asaolu (2013) employed chi-square and statistics package for social science to 

empirically evaluate forensic accounting as antidote to economic and financial crime in Nigeria. 

They tested four hypotheses. The study revealed that forensic accounting is a financial strategy to 

cub and resolve economic and financial crimes in Nigeria economy. 

Okoye and Gbegi (2013) employed simple mean and standard deviation to investigate forensic 

accountants to planning management fraud risk detection procedures. They also use multivariate 

analysis of variance and analysis of variance ANOVA to compare their study with that of Asare 

& Wright (2004). The authors found that Forensic Accountants effectively modify the extent and 

nature of audit test when the risk of management fraud is high. They also found out that forensic 

accountants should be involved in the risk of management fraud assessment process than 

consulting them. 

Enofe, Utomwen and Danjuma (2015) studied the role of forensic accounting in curbing financial 

crimes. The study adopts a survey research design. The population of the study comprises of staffs 

of selected banks. Primary data was used for the purpose of the research. The research work 

employed the use of structured questionnaire in eliciting the required data needed to test the 

formulated hypothesis. Regression analysis was utilized as the method of data analysis. The study 

revealed that there is need for forensic accountants in the Nigerian banking system as it is an 

effective tool for addressing financial crimes in banking. 

Onurah and Ebimobowei (2014) employed survey design to examine the effect of forensic 

accounting services in fraud detection in Nigeria banks by the use of Augmented Dickey-Fuller 

Ordinary Least Square and Granger Causality Test. The result revealed that the application of 

forensic accounting services affect the level of fraudulent activities of banks. 

Olofinsola (2016) in his exploration of the relevance of forensic accounting in Nigeria found that 

though forensic accounting has helped in fraud detection, it is lacking statutory back up. Hence, it 

has not significant impact in tackling corruption in Nigeria. 

Adefila et al (2013) explored how forensic accounting can be employed in fighting financial crime 

in Nigeria. They concluded that forensic accounting assignment is more comprehensive in nature 
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than financial audit. This is because forensic accounting looks beyond the transactions and audit 

trail instead focus on substances of the transactions. 

Izedonmi and Ibadin (2015) examined forensic accounting and financial crimes; looking at some 

bank and common financial crimes in corporate organizations, resting the focus on Nigeria, and 

by extension, the developing world. They revealed that the motivations for financial crimes are 

built around some risk factors, such as incentive (or pressure) opportunity and rationalization 

surrounding the financial criminals. 

In the joint study conducted by Rezaee, Crumbley, and Elmore, (2015), opinions of both 

academicians and practitioners regarding the importance, relevance, and delivery of forensic 

accounting education were gathered. Majority of 49 suggested forensic accounting topics are 

considered as important for integration into the accounting curriculum by both groups of surveyed 

academicians and practitioners. Results indicated that the demand for and interest in forensic 

accounting is expected to continue to increase; more universities were planning to provide forensic 

accounting education; both groups of respondents viewed forensic accounting education as being 

relevant and beneficial to accounting students, the business community, the accounting profession, 

and accounting programs; and it was confirmed that some significant differences exist regarding 

topical coverage of forensic accounting between academicians and practitioners. These results are 

useful to universities and colleges that are considering integrating forensic accounting education 

into their curriculum or redesigning their forensic accounting courses.  

Kasum (2015) studied the relevance of forensic accounting to financial crimes in private and public 

sectors of third world economies. The work specifically evaluated the extent of financial crimes in 

developing countries and compares the private and public sector with a view to determining the 

sector where the services of forensic accountants are more required. The results of reviews were 

that fraud and corruption are fundamental problems of third world countries and they empirically 

found that investigative or forensic accountant has a role to play, generally, but more in the public 

sector. They then recommended the strengthening of forensic accounting institution and utilization 

of their services in public sector of developing nation’s economies.  

Enyi (2015), in his research, “Detecting Causes of Variances in Operational Outputs of 

Manufacturing Organizations: A Forensic Accounting Investigation Approach”, opined that with 

the introduction of the International Standard on Auditing number 240 (ISA 240) there has been a 

paradigm shift in auditing as auditors were required to identify and assess the risks of material 

mis-statements due to fraud at the financial statement level and to evaluate the sufficiency, 
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implementation and the effectiveness of the controls related to those assessed prone to fraud. This, 

of course, implies that statutory audit must now take the garb of forensic investigations. The 

problem with the present system of forensic investigation is that it is focused more on financial 

transactions than on the totality of the entity’s operations and often time neglects areas where there 

have been constant leakages of other organizational resources that are of financial consequences 

but which are not easily detected with a normal analysis of the financial statement.  

The paper attempts to offer suggestions using real case problem on how to apply forensic 

accounting in investigating variances and suspected fraudulent activities in manufacturing 

processes. It employs both empirical and supervised experimental modules integrated with the 

normal audit tools in unearthing fraudulent acts perpetrated over many accounting periods. He 

concluded that forensic accounting as a discipline was an interesting one and can be highly 

rewarding to both the society and the investigator and that only persons of impeccable character 

and capable of resisting temptation at any level that can be successful in the process of forensic 

investigation. 

Owolabi, Dada, and Olaoye (2013) in their joint work on the “Application of Forensic Accounting 

Technique [on] Effective Investigation and Detection of Embezzlement to Combat Corruption in 

Nigeria” opine that in spite of the fact that Federal Government had established various anti-

corruption agencies, these efforts have not yielded the desired results, more so that forensic 

accounting technique had been effectively employed to investigate and detect cases of corruption 

in both developed and developing countries, as well as in some governmental agencies in Nigeria, 

including the Central Bank of Nigeria (CBN) and the Securities and Exchange Commission (SEC). 

Their research assessed the extent to which embezzlement in investigation and detection can 

ensure effective prevention of corruption with the application of forensic accounting technique by 

the EFCC. Multiple regression analysis was used to analyze the hypothesis for their study. It was 

evident in this study that forensic accounting technique can go a long way in the investigation and 

detection of corrupt practices. The study recommends that forensic accounting technique be 

applied for investigation, detection and prosecution of corruption cases in Nigeria and that special 

courts should be set up for the speedy trial of people accused of corruption.  

Joshua, Antunes, Thereza, and Henrique (2013), aimed at analysing the characteristics of forensic 

accounting services performed by accounting firms in Brazil, using an exploratory approach. At 

the end of their study, they accepted the premise that the bone of contention in some unhealthy 

business environments is the inability of an auditor to track frauds. The study concludes that the 

idea that frauds have been least detected by auditors begins to gain shape as auditors are more 
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adequately trained to detect frauds instead of emphasizing the traditional segregation of duties and 

safeguard of assets. 

Dada, Enyi and Owolabi (2013), jointly researched on the topic “Forensic Accounting: A Relevant 

Tool for Effective Investigation of Bribery cases in Nigeria”. Their study adopted the survey 

research design to ensure that reliable data were obtained empirically to assist in testing the 

relationship that exists between forensic accounting and investigation of cases of bribery.  

They assessed the effect of forensic accounting in the investigation and detection of bribery in 

Nigeria via multiple regression analysis using Statistical Package for Social Sciences (SPSS) in 

analysing the data collected with questionnaires and oral interviews conducted. The result of their 

study showed positive values of the coefficients of bribery investigation and detection with the 

application of forensic accounting technique (β1 = 0.220 and β2 = 0.079). The implication of this 

is that though forensic accounting is not presently being employed to carry out investigation and 

detection of bribery cases by the EFCC, however, it is clear that if applied, it will positively assist 

in effective detection and investigation of bribery cases. The study therefore recommended that 

anti-corruption agents should employ forensic accounting technique for effective investigation of 

cases of bribery, personnel involved in investigation should be trained in the application of forensic 

accounting technique and professional accounting firms should be involved in investigation of 

corrupt practices (bribery) for effective investigation.  

In a research work titled “Forensic Accounting a Panacea to Alleviation of Fraudulent Practices in 

Nigeria” Dada and Okwu (2013), considered, that fraudulent practices among Nigerians are major 

challenges facing the development of the country. Notwithstanding the federal government’s effort 

in setting up many anti-corruption institutions to reduce cases of fraud and other economic crimes, 

the efforts seemed not to have been effective. Their study addressed the relevance of forensic 

accounting in the effective reduction in fraudulent practices in Nigeria by employing multiple 

regression technique in analysing the empirical data collected through questionnaires, oral 

interview and the hypothesis formulated was also tested. The results of the hypotheses tested 

revealed that fraud reduction is significantly and positively related to fraud investigation and 

detection through forensic accounting (p=0.01; β1=0.409). Since p=0.01 is significant at 5%, the 

hypothesis that said fraud prevention is not significantly related to fraud investigation and 

detection through the employment of forensic accounting technique was rejected.  

Gbegi and Adebisi (2014) conducted a joint research which examined forensic accounting Skills 

and Techniques in fraud investigation in the Nigerian public sector. The population of their study 

comprised 129 senior staff of the three anti-corruption agencies in Nigeria (EFCC, ICPC, and 
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CCB). Their methodology consists of both primary and secondary sources of data collection; 

questionnaires were used in collecting primary data while secondary data were obtained from 

EFCC, ICPC and CCB. The data generated for this study were used for the testing of hypotheses 

using Analysis of variance (ANOVA) and time series analysis with the aid of SPSS version 17.0. 

They found out that, forensic accounting skills and techniques have significant effect on 

uncovering and reducing fraud in the Nigerian public sector. The research then recommends that, 

anti-corruption agencies in Nigeria should establish forensic units and forensic laboratories to 

allow room for more effective and efficient investigation of suspected and confirmed fraud cases. 

Also, the public sector (government) should develop interest in forensic accounting by making 

sure that forensic accounting is institutionalized in all ministries, extra-ministerial departments and 

parastatals to build up effective internal control system that will enhance more effective 

performance in the Nigerian public sector. 

2.4 Theoretical Framework 

i. The Theory of Profession 

The Theory of Profession provides an analytical lens with which to understand the characteristics, 

attributes and structure of the forensic accounting profession in Australia. The framework 

includes characteristics that previous research has identified explains how membership to a 

profession is achieved by stakeholders.  In  an accounting context, the Theory of Profession 

is described as the power and reputation granted by society to the profession  in  terms  of  

protecting  public  interest  where  professionals  acquire  a  body of knowledge, which is 

connected to the major needs and values of the social and accounting system (Pollock & Amernic, 

1981). Professions are expected to commit their services to the interest of the public rather than 

the interests of their clients or self-interest (Pollock & Amernic, 1981). Therefore, accounting 

professionals are regarded as a mechanism to protect public interest as they are required to act 

above and beyond material incentives (Larson, 1977). In the context of this study, the Theory of 

Profession provides a useful framework for identifying the functions and attributes of the 

profession (Dovenport, 2013), which is consistent  with the  necessary requirements  and 

qualifications  to  work  in  the field  of forensic accountancy. 

Dovenport (2013) presented the Theory of Profession framework with five attributes that 

contribute to accounting ‘professionalism’, and ultimately, the protection of public interest. These 

attributes are: 

 

i. test of competence, 
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ii. further study and relevant training, 

 

iii. a register of qualified members, 

 

iv. enforcement of a high standard of professional conduct, and 

 

v. organisation within a specific occupation. 

Testing the competence of members is a basic element of the theory as it requires members of the 

profession to have a university educational background, and also high-level technical skills. 

Ongoing development, including study and further training, is also suggested as very important 

for a professionals’ career development as this may help to enhance a forensic accountants’ 

ability to perform various services. To achieve this goal, Devonport (2013) posits that members 

should form an organisation that controls entry into the profession with members determining 

the specialised knowledge that is necessary. In agreement, Howard and Sheetz (2014) suggest 

that registering qualified members would be a useful way to control entry into the profession to 

ensure that members meet the various standards required. 

Protecting public interest is also an important aspect of the theory. For example, it is essential for 

the accounting profession to establish ethical codes along with a strict, accountable and 

transparent disciplinary process to implement them if the accounting profession intends to achieve 

public recognition and trust. Therefore, to some extent, the integrity of the profession relies on 

the effectiveness of implementing these codes. To protect public interest, accountability and 

transparency were two crucial indicators, as the general public could assess whether the 

professions acted in the public interest through these two indicators (Gray, 2016). Adding to the 

complexity of identifying what professionalising forensic accounting should include, Effiong 

(2013) supports Dovenport (2013) and Gray (2016) by suggesting that in addition to formal 

qualifications and training programs, moral and ethical values should also be a requirement. 

He posits that honesty and integrity need to be part of the broader  definition  of  a  forensic  

accounting  professional,  emphasizing  the  importance  of forensic  accountants  having  these  

attributes.  The Theory of Profession framework was therefore adapted from work by Wel l s  

(2013)  and is presented below: 
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Figure 2.2: Framework adapted from Theory of profession 

 

Professions: Functions & attributes 

 

 

 

 Body of Knowledge  Control of Entry Ethical Codes of Conduct 

 

 

 

Protection of Public Interest 

 

Source: Wells (2013) 

The three attributes: Body of Knowledge, Control of Entry and Code of Ethics will be used as the 

benchmarks to assess the profession of forensic accountancy in Australia. Each of these 

characteristics and their attributes is explained below: 

 

Body of knowledge 

A  body  of  knowledge  includes  formal  university  qualifications,  skills,  training  and 

experience. It is argued that it is necessary for a professional to acquire the knowledge base for 

serving public interests.  However, Devonport (2013) suggests that the capability of fulfilling 

professionals’ responsibilities to the public does not merely depend on the level of knowledge 

they obtained, but also on the standard of education they acquired. He adds that the  

development  of  the  accounting  profession  to  date  has  resulted  from  the  interaction between 

universities and relevant institutes (e.g. CPA, ICAA), as university education was considered a 

high-level education (Devonport, 2013). Skills, training and experience are also expected to be 

acquired by professional accountants for current and future practice. Relevant experience 
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accumulated, meaningful skills achieved and ongoing training received could help strengthen the 

profession as forensic accountants would be required to update their expertise, much like the 

continuing medical education (CME) points systems used in the medical industry. 

 

Control of Entry 

Professions are distinguished from trade unions because they use organisations to take control 

over entry (Devonport, 2013). Normally, a robust qualifying examination system will be used 

to test the competence of persons who wish to enter into a profession (Devonport, 2013). In 

addition, it is argued that a register of qualified members should be required by the profession.  

If a forensic accountant passes a qualifying exam, he/she can then register his/her qualification 

with the profession, and, in doing so, the professional organisation will know the details and 

number of members and provide relevant ongoing training for their members (Devonport, 2013). 

 

Code of Ethics 

A profession must have strong instructions for its members to follow, as this can help to 

ensure that members can fulfill the expectations from society.   It is posited that it is necessary 

to design a separate ethical course for accounting curricula to enhance ethical education by 

delivering appropriate ethical values to potential members of the profession (Devonport,  

2013).    He adds that each member of the profession should adhere to a code of conduct as the 

ethical codes will properly reflect the activities of members in respect to the expectations of the 

public. Ethical codes can also help to balance the interest between clients, forensic accountants 

and the entire community. Therefore, ethical code of conduct is recognized as the third 

characteristic for  forensic  accountants  to  be  recognised  as  professionals  as  the  code  will  

guide  the behaviour of members to deliver professional services in an appropriate manner and 

help to build the subjectivity of the professional practitioner. 

The Theory of Profession therefore incorporates the three characteristics that together lead to the 

ultimate description of a ‘profession’. In the forensic accounting industry in Australia, there is a 

lack of empirical evidence that identifies whether forensic accountants meet the standards 

required to be considered a profession in its own right. The following section details the 

method used in this study to identify the characteristics and attributes currently held by forensic 

accountants practicing in Australia and compares those findings with the Theory of Profession 

framework. 
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ii. The “White Collar” Crime Theory 

The term white-collar crime dates back to 1939. Sutherland (1949) was the first to coin the term, 

and hypothesis white-collar criminals, attributed different characteristics and motives than typical 

street criminals. Sutherland originally presented his theory in an address to the American 

Sociological Society in attempt to study two field, crime and high society which had no previous 

empirical correlation. He defined his idea as “crime committed by a person respectability and high 

social status in the course of his occupation. Sutherland noted that in this time, less than two (2) 

percent of the persons committed to prison in a year belong to the upper class.” His goal was to 

prove a relation between money, social status, and likelihood to going to jail for a white-collar 

crime, compared to more visible, typical crimes, although, the percentage is a bit higher today. 

Much of Sutherland’s work was to separate and define the difference in blue collar street crimes, 

such as arson, burglary, theft, assault, rape and vandalism which are often blamed on 

psychological, associational and structural factors. Instead, white-collar criminals are opportunists, 

who over time learn they can take advantage of their circumstances to accumulated financial gain. 

They are educated, intelligent, affluent, individuals who are qualified enough to get a job which 

allows them the unmonitored access to often large sum of money. But the Federal Bureau of 

Investigation (FBI) has adopted a narrow approach defining white-collar crime as those illegal acts 

which are characterized by deceit, concealment, or violation of trust and which are not dependent 

upon the application or threat of physical force or violence. 

The blue collar crime will more often use physical force, whereas, in the corporate world, the 

identification of a victim is less obvious and the issuer of reporting is complicated by a culture of 

commercial confidentially. Devonport (2013) stated that the only way one crime differs from 

another is in the backgrounds and characteristics of its perpetrators. Most if not all white-collar 

offenders are distinguished by lives of privilege, much of it with origins in class inequality. It is 

estimated that a great deal of white-collar crimes is undetected or if detected, if is not reported. 

Because of the high status of the perpetrators of these crimes, a highly trained and experienced 

examiner or investigator like the Professional Forensic Accountant is needed to foretell the 

occurrence of such high profile fraud. 

iii. Agency Theory  

Jensen and Meckling (1976) define an agency relationship as a “contract under which one or more 

persons (the principal(s)) engage another person (the agent) to perform some service on their behalf 
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which involves delegating some decision making authority to the agent. If both parties to the 

relationship are utility maximizers, there is good reason to believe that the agent will not always 

act in the best interests of the principal”. Agency Theory explains how to best organize 

relationships in which one party determines the work while another party does the work. In this 

relationship, the principal hires an agent to do the work, or to perform a task which he is unable or 

unwilling to do (Seven Pillars Institute for Global Finance and Ethic).  

“The principal can limit divergences from his interest by establishing appropriate incentives for 

the agent and by incurring monitoring costs designed to limit the aberrant activities of the agent. 

In addition in some situations it will pay the agent to expend resources (bonding costs) to guarantee 

that he will not take certain actions which would harm the principal or to ensure that the principal 

will be compensated if he does take such actions (Jensen & Meckling, 1976).  

Agency theory was also explained as “a simple agency model suggests that, as a result of 

information asymmetries and self- interest, principals lack reasons to trust their agents and will 

seek to resolve these concerns by putting in place mechanisms to align the interests of agents with 

principals and to reduce the scope for information asymmetries and opportunistic behaviour 

(Institute of Chartered Accountants in England & Wales 2005).  

The Institute of Chartered Accountant in England and Wales (ICAEW) (2005) stated that “in 

principle, the agency model assumes that no agent is trustworthy and if they can make themselves 

richer at the expense of their principals they will. The principal has no alternative but to 

compensate the agents well for their endeavour so that they will not be tempted to go into business 

for themselves using the principal’s assets to do so”.  

According to Millichamp and Taylor (2014), agency is the name given to the practice by which 

productive resources owned by one person or group are manage by another person or group of 

person. Agency theory on the other hand is the recognition that the inclinations of agents, in this 

case the directors or manager of the business, is to act rather more in their own interests than those 

of their employers, the shareholder (Millichamp & Taylor, 2014).  

According to Referenceforbusiness.com, agency theory suggests that the firm can be viewed as a 

nexus of contracts between resource holders. An agency relationship arises whenever one or more 

individuals, called principals, hire one or more other individuals, called agents, to perform some 

service and then delegate decision-making authority to the agents.  

“The primary agency relationships in business are those between stockholders and managers and 

between debt-holders and stockholders. These relationships are not necessarily harmonious; 

indeed, agency theory is concerned with so-called agency conflicts, or conflicts of interest between 
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agents and principals. This has implications for, among other things, corporate governance and 

business ethics. When agency occurs, it also tends to give rise to agency costs, which are expenses 

incurred in order to sustain an effective agency relationship (e.g., offering management 

performance bonuses to encourage managers to act in the shareholders' interests). Accordingly, 

agency theory has emerged as a dominant model in the financial economics literature, and is widely 

discussed in business ethics texts” (Referenceforbusiness.com).  

Agency theory to Seven Pillars Institute for Global Finance and Ethic assumes that both the 

principal and the agent are motivated by self-interest. This assumption of self-interest dooms 

agency theory to inevitable inherent conflicts. Thus, if both parties are motivated by self-interest, 

agents are likely to pursue self-interested objectives that deviate and even conflict with the goals 

of the principal. Yet, agents are supposed to act in the sole interest of their principals.  

Seven Pillars Institute for Global Finance and Ethic stated that to determine when an agent does 

(and does not) act in their principal’s interest, the standard of “Agency Loss” has become 

commonly used. Agency loss is the difference between the best possible outcome for the principal 

and the consequences of the acts of the agent. For instance, when an agent acts consistently with 

the principal’s interests, agency loss is zero. The more an agent’s acts deviate from the principal’s 

interests, the more agency loss increases. When an agent acts entirely in her own self-interest, 

against the interest of the principal, then agency loss becomes high.  

Agency relationship to the Institute of Chartered Accountants in England and Wales (2005) is a 

“relationship that arises when one or more principals (e.g. an owner) engage another person as 

their agent (or steward) to perform a service on their behalf”. Performance of this service results 

in the delegation of some decision-making authority to the agent. This delegation of responsibility 

by the principal and the resulting division of labour are helpful in promoting an efficient and 

productive economy. It was also stated that, such delegation also means that the principal needs to 

place trust in an agent to act in the principal’s best interests”. 

iv. Theory of Crime and Corruption  

Sociologist Gross (1963), has asserted that all organisations are inherently criminogenic (that is, 

prone to committing crime), though not necessarily criminal. Gross makes this assertion because 

of the reliance on “the bottom line.” Without necessarily meaning to, organisations can invite fraud 

as a means of obtaining goals. It is believed by Shanikat and Khan (2013) that the rise in the white 

collar crimes, where evidences are comparatively more obscure and difficult to detect has 

necessitated equipping of auditors and investigators with forensic skills, particularly over the 

recent years. Criminologist Oliver Williamson noted that because of a department’s concern with 
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reaching its goals, managers might tend to maximise their department’s own interests to the 

detriment of the organisation. (Fraud examiner manual, 2014)  

As a strategy to control crime, deterrence is designed to detect law violations, determine who is 

responsible, and penalise offenders in order to deter future violations. Deterrence systems try to 

control the immediate behaviour of individuals, not the long-term behaviours targeted by 

compliance systems. Deterrence theory assumes that humans are rational in their behaviour 

patterns. Humans seek profit and pleasure while they try to avoid pain. Deterrence assumes that 

an individual’s propensity towards law-breaking is in inverse proportion to the perceived 

probability of negative consequences (Fraud examiner manual, 2014). 

Theory Adopted  

Though four major theories are of interest to this study, such as; theory of profession, “white 

collar” crime theory, agency theory and theory of crime and corruption as presented above, this 

study adopts the agency theory because the objective of the study is to examine the use and 

effectiveness of forensic accounting techniques in preventing and detecting fraud in Nigeria so as 

to maintain the integrity of financial reports as prepared by the management (agent) for the owners 

(principal) of the organizations. 

The contract by which one or more persons (the principal(s)) engage another person (the agent) to 

perform some service on their behalf which involves delegating some decision making authority 

to the agent is referred to as agency relationship (Jensen and Meckling, 1976). Therefore, an 

agency relationship arises whenever one or more individuals, called principals, hire one or more 

other individuals, called agents, to perform some service and then delegate decision-making 

authority to the agents. The management is expected to give accounts of their stewardship to the 

owner(s) of the business. Experience has shown that the financial reports provided by the 

management are not always in the best interest of the owners of the organisation. There exist good 

reasons to believe that the agent will not always act in the best interests of the principal. Agency 

theory therefore explains how to best organize relationships in which one party determines the 

work while another party does the work. The principal hires an agent in this relationship to do the 

work, or to perform a task the principal is unable or unwilling to do. 

This study aimed at improving the relationship between the agent and the principal by integrating 

the techniques in forensic accounting in internal control functions of business organisations. 

Information asymmetries and self- interest had made the principals lack reasons to trust their 

agents, as advanced by ICAEW (2005), resolving these concerns will necessitate putting in place 
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mechanisms to align the interests of agents with principals and to reduce the scope for information 

asymmetries and opportunistic behaviour (ICAEW, 2005). This study thus presents forensic 

accounting as one of such mechanisms. 
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CHAPTER THREE 

METHODOLOGY 

3.1 Introduction 

This chapter is concerned with the methods and procedures used in the collection of data and 

analysis for the study. The strategies adopted in the collection of data are discussed under the 

following sub –headings which include; research design, area of the study, population of the study, 

sample size and sample techniques, sources of data.   

3.2  Design of the Study 

Survey research is regarded as one in which a group of people items are studied by collecting 

analyzing data from only a few or items considered to be representative of the entire group. The 

essence of the research design is to structure the investigation in such a way as to identify the 

variables and their relationships. A well-articulated design is desirable for the objective of data 

collection that will assist to address the research questions as well as test the stated hypotheses. 

Their search design therefore serves as a veritable guide for data generation, especially the 

secondary data. In this study, survey was used. A survey is used to obtain information which can 

be analyzed and pattern formed which lend themselves to interpretation and comparison. In most 

cases, a survey will aim to obtain facts and opinion from a representative selection of the 

population being researched. From that sample, the researcher will then be able to present findings 

as being representative of the as a whole. 

3.3   Population of the Study  

There are one hundred and fifty public corporations in Nigeria as at 2017 (Wikipedia, 2017), out 

of these 150 public corporations in Nigeria,  a random sample of 20 public corporation were 

selected and 109 subject comprises of the directors, accountants and auditors, therefore the 

population of studies is 109 staff. 

3.4. Sample Size and Sampling Techniques  

The process of selecting samples is referred to as sampling. Sampling is the process of examining 

a limited number of cases from all the available cases in a population. Saunders (2013) asserts 

that sampling techniques provide a many methods for researchers to choose from in order to 

reduce the amount of data that are needed to be collected. 
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Sampling techniques that are available to any researcher can be grouped in to two: probability or 

representative sampling and non-probability or judgmental sampling (Saunders, 2013).These are 

also referred to as random and non- random sampling   respectively.  In   probability sampling,   

every individual case, item or object has equal chance of being selected and the probability of it 

being selected is also known. This makes it possible to answer research questions and to achieve 

objectives that require one to estimate the characteristics of a population from the sample by 

statistical inference. 

In consideration of the magnitude of the work, the researcher decided to use all the population, as 

reflected on the table below and more so since the population was not too large  

Personnel Sample size Percentage (%) 

Directors 37 34 

Accountants 50 46 

Auditors 22 20 

 109 100 

Table: Administration of questionnaires 

3.5 Sources of Data 

The sources of data employed in this study work is                                                                       primary 

data. The primary data involves data collected from the personal interviews and responses to the 

questionnaire administered to the sample size selected. 

3.5.1 Validation of Research Instrument  

Validity is the degree to which a research instrument measures what it is supposed to measure. 

This is the accuracy to which an instrument measures what it claims to be measuring. A pilot test 

was carried out on samples of respondents in determining the level of understanding and proper 

interpretation of the questions. Pilot study conducted was used to test the validity and reliability 

of the research instrument.  

The questionnaires were, therefore, personally designed, administered and the respondents were 

urged to fill the questionnaires on their own without any bias. The choice of the questionnaires 

was based on its usefulness in the area of study. This study ensured that research instrument 

examined all its construct of interest, measures the characteristics of variables and measure what 

the research intends to measure viz: construct validity, criterion-related validity, content validity, 

and face validity.  
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3.5.2 Reliability of Research Instrument  

The reliability of a research instrument concerns the extent to which the instrument yields the same 

results on repeated trials. Although unreliability is always present to a certain extent, there exists 

a good deal of consistency in the results of a quality instrument gathered at different times. 

Reliability of research instrument is the measure of the dependability and the internal consistency 

of the items of the instrument of data collection. In this research work, the researcher adopts 

Cronbach’s Alpha statistical test as it is the most popular internal consistency reliability estimate. 

The pilot test conducted using 50 questionnaires with Cronbach’s Alpha statistical test of 0.783 

obtained (this exceeds the standard of 0.70) there from was considered to be appropriate in 

achieving the research objectives. 

3.6 Method of Data Collection    

In carrying out the research, the researcher made use of questionnaire as an outstanding method of 

data collection. The questionnaire were developed and administered to the entire population (109  

The questionnaires were distributed as follows: 

3.7 Method of Data Analysis 

The response obtained from respondents in the 109 public corporations formed the data. The data 

were treated statistically in accordance with research questions generated from the study. Tables 

and percentage were used as techniques of analyzing the research questions, while Anova table 

(i.e one – way Anova test) was employed for testing the hypotheses. 

The below formula for testing the hypotheses is being applied: 

F =    MST 

        MSE 

Where, 

F = Anova co-efficient 

MST = mean sum of squares due to treatment 

MSE = mean sum of squares due to error 
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Given that the degree of freedom, DF = K -1, at a level of significance of 5%, 

K = number of categories of data 

Where, 

K = (R-1) (C-1) 

Therefore, DF = (R – 1) (C – 1) 

Where,  

R = number of rows 

C = number of columns 

Primary data was used in the data collection. The data was generated using well –structured likert 

scale questionnaire with 5 points scale, strongly agree-5, Agree-4, undecided-3 disagree-2,and 

strongly-1 are logically employed to quantitatively reflect this order of ranking and to ensure 

validity of the questionnaire used for the study. 
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CHAPTER 4 

DATA PRESENTATION AND ANALYSIS 

4.1 Introduction 

This chapter deals with the presentation, analysis and interpretation of data obtained from field 

survey. The purpose of the study was to investigate the effectiveness of forensic accounting in 

detecting and preventing fraud in Nigeria. This chapter also discusses the research questions 

that had earlier been postulated in this work. Hypotheses which were formulated in the study 

will also be tested in this study. 

4.2 Presentation of Data 

The source of data used in the study is questionnaire which was administered to ministries and 

federal agencies in Lokoja. Out of One Hundred and Nine (109) questionnaires administered, 

Eighty-one (81) was successfully retrieved which represents 74.3% while the remaining 28 

questionnaires which represent 25.6% were not retrieved due to time and unwillingness of 

respondents. The table below gives the details. 

Table 4.1 Analysis of questionnaires administered 

S/No Questionnaire Frequency % Distribution 
1 Questionnaire retrieved and used 81 74.3 
2 Questionnaire not Retrieved 28 25.6 
 Total 109 100 
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Figure 4.1: Bar Chat showing the number of questionnaire retrieved and not retrieved in 

the study. 

 

Source: Field Survey 2018 

Table 4.2 Analyses of Personality Data 

S/No Gender Frequency  % Distribution 
1 Male 47 58.0 
2 Female 34 41.9 
  Total 81 100 

Source: Field Survey 2018 
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Figure 4.2: Bar chart showing the number of male and female in the respondent  

Source: Field Survey 2018 

The table and the figure presented above shows that out of the 81 respondents, 47 are male which 

represents 50.0 percent while 34 are female which represents 41.9 percent. 
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Table 4.4 Analyses of respondents based on Academic Qualification  

S/No Academic Qualification Frequency  % Distribution 
1 SSCE/OND 11 13.6 
2 BSC 43 53.0 
3. MSc/MBA/MA/MPhil 22 27.1 
4. Ph.D 5 6.2 
  Total 81 100 

Source: Field Survey 2018 

Figure 4.4: Bar Chart showing respondents Academic Qualification 

 

Source: Field Survey 2018 

From the analysis in figure 4.4, 11 respondents out of the 81 have SSCE/OND as academic 

qualification, this represents 13.6 percent of the total distributed questionnaire, 43 respondents 

have BSC as academic qualification, this represents 53.0 percent of the total distributed 

questionnaire, 22 respondents have MSc/MBA/MA/MPhil  as academic qualification, this 

represents 27.1 percent of the total distributed questionnaire while \ 5 respondents have Ph.D  as 

academic qualification, this represents 6.2  percent of the total distributed questionnaire,  
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Table 4.5 Analyses of respondents based on Professional Qualification  

S/No Professional 
Qualification 

Frequency  % Distribution 

1 ACCA 21 25.9 
2 ICAN 43 53.0 
3. ANAN 11 13.5 
4. Others 6 7.4 
  Total 81 100 

Source: Field Survey 2018 

Figure 4.5: Bar Chart showing respondents Professional Qualification 

 

Source: Field Survey 2018 

From the analysis in figure 4.5, 21 respondents out of the 81 have ACCA as Professional 

Qualification , this represents 25.9 percent of the total distributed questionnaire,  43 respondents 

out of the 81 have ICAN  as Professional Qualification , this represents 53.0 percent of  the total 

distributed questionnaire, 11 respondents out of the 81 have ANAN as Professional Qualification 

, this represents 13.5 percent of the total distributed questionnaire, 6  respondents out of the 81 are 

others Professional Qualification , this represents 7.4 percent of the total distributed questionnaire. 
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Table 4.6 Analyses of respondents based on Number of Years in Service 

S/No Number of Years in 
Service 

Frequency % Distribution 

1 1-10 13 16.0 
2 11-20 19 23.5 
3. 21-30 39 48.1 
4. 31 and above 10 12.3 
  Total 81 100 

Source: Field Survey 2018 

 

Figure 4.6: Bar Chart showing respondents Number of Years in Service 

  

Source: Field Survey 2018 

From the analysis in figure 4.6, 13 respondents out of the 81 have 1-10 years as number of years 

in service , this represents 16.0  percent of the total distributed questionnaire,  19 respondents out 
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of the 81 have 11-20 years as number of years in service , this represents 23.5  percent of the total 

distributed questionnaire, 39  respondents out of the 81 have 21-30 years as number of years in 

service , this represents 48.1  percent of the total distributed questionnaire while 10 respondents 

out of the 81 have 31 and above  years as number of years in service , this represents 12.3  percent 

of the total distributed questionnaire. 

Table 4.7 Analyses of respondents according to Job description  

S/No Job Description Frequency  % Distribution 
1 Auditor 13 16.0 
2 General Accountant 20 24.7 
3. Director Admin 11 13.6 
4. Forensic Accountant 1 1.2 
5. Director of Accounts 26 32.0 
6. Director of Operation 5 6.2 
7. Others 5 6.2 
  Total 81 100 

Source: Field Survey 2018 

Figure 4.7: Bar Chart showing respondents according to Job description 

 

Source: Field Survey 2018 
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From the analysis in figure 4.7, 13 respondents out of the 81 are Auditors according to their job 

description , this represents 16.0  percent of the total distributed questionnaire,  20 respondents out 

of the 81 are General Accountant according to their job description , this represents 24.7 percent 

of the total distributed questionnaire,  11 respondents out of the 81 are Director Admin according 

to their job description , this represents 13.6  percent of the total distributed questionnaire,  1 

respondents out of the 81 is Forensic Accountant according to their job  

description , this represents 1.2  percent of the total distributed questionnaire,  26  respondents out 

of the 81 are Director of Accountants according to their job description , this represents 32.0  

percent of the total distributed questionnaire,  5 respondents out of the 81 are Director of Operation  

according to their job description , this represents 6.2  percent of the total distributed questionnaire 

while 5 respondents out of the 81 are others , this represents 6.2  percent of the total distributed 

questionnaire,   

4.2.1 Analysis of Research Questions  

Table 4.8: Research Question 1: The extent to which application of forensic 

accounting principles and techniques help in detecting and preventing corporate fraud in Nigeria.  

For the purpose of research question one, question five in the questionnaire was formulated. The 

table below has the detail 

S/No Respondents Frequency   % Distribution 
1 Strongly Agree 38 46.9 
2 Agree 18 22.2 
3. Undecided  6 7.4 
4. Strongly Disagree 9 11.1 
5. Disagree 10 12.3 
  Total 81 100 
Source: Author’s Research 2018 
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Fig 4.8: Bar chart showing the Responses to Research Question 1 

 

 Source: Field Survey 2018 

The objective of research question one was to investigate the usage of forensic accounting principle 

and techniques in detecting and preventing fraud in Nigeria. From the responses, 38 respondents 

strongly agree that the usage of forensic accounting principle and techniques can be effectively 

used in preventing and detecting fraud in Nigeria, this represents  46.9 percent of the total 

respondents, 18 respondents which represents 22.2 percent agree, 6 respondents does not have any 

decision on the subject matter this represents 7.4 percent, 9 respondents strongly disagree which 

is 11.1 percent of the total respondents while 10 respondents disagree, which represents 12.3 

percent of the total respondents. From the above, we inductively agree that the use of forensic 

accounting have great extent to which it affects in detecting and preventing fraud in Nigeria. 
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Table 4.9: Research Question 2:  

The effectiveness of Forensic Accounting in Detecting and preventing Fraud in Nigeria. 

For the purpose of research question two, question seven in the questionnaire was formulated. The 

table below has the detail 

S/No Respondents Frequency  % Distribution 
1 Strongly Agree 22 27.2 
2 Agree 37 45.7 
3. Undecided  8 9.9 
4. Strongly Disagree 6 7.4 
5. Disagree 8 9.9 
  Total 81 100 

Source: Author’s Research 2018 

Figure 4.9: Bar Chart Showing Responses to Question Two

  

 Source: Field Survey 2018 
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Research question 2 was formulated to investigate the effectiveness of forensic accounting in 

detecting and preventing corporate fraud in Nigeria. Responses from the questions reveal that 22 

respondents strongly agree that forensic accounting is effective in detecting and preventing fraud. 

This represents 27.2 percent of the total respondents, 37 respondents agree which represents 45.7 

percent of the total respondents, 8 respondents does not have decision to the question, 6 

respondents strongly disagree that forensic accounting is not effective in detecting and preventing 

fraud in Nigeria, this is 7.4 percent of the total respondents while 8 respondents disagree on the 

subject matter which is 9.9 percent. From the above, we inductively agree that forensic accounting 

is effective in preventing and detecting fraud in Nigeria. 

Table 4.10: Research Question 3: The awareness and the concept of forensic 

accounting in the public sector 

For the purpose of research question 3, question nine in the questionnaire was formulated. The 
table below has the detail 

 

S/No Respondents Frequency  % Distribution 
1 Strongly Agree 53 65.4 
2 Agree 18 22.2 
3. Undecided  0 0 
4. Strongly Disagree 4 4.9 
5. Disagree 6 7.4 
  Total 81 100 

 

Source: Author’s Research 2018 
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Fig 4.10: Bar Chart showing responses to Question 3 

 

Source: Field Survey 2018 

Question 3 was formulated to ascertain people’s awareness of forensic accounting in Nigerian 

public sector. Evidence from the respondent shows that 53 respondents strongly agree that there 

are public awareness of forensic accounting in Nigerian public sector which is 65.4percent of the 

total respondents, 18 respondents which represents 22.2 percent agree to the questions, none of the 

respondent is decides on the subject matter, 4 strongly disagree that the public sector are not aware 

of forensic accounting which represents 4.9 while  6 disagree that the public sector are not aware 

of forensic accounting  which represents 7.4 percent. From the above, we inductively agree that 

Nigerian public sector have full knowledge and awareness of forensic accounting. 



60 
 

Table 4.11: Research Question 4: The state of awareness of forensic accounting among 

public organization. 

For the purpose of research question 4, question 12 in the questionnaire was formulated. The table 

below has the detail 

S/No Respondents Frequency % Distribution 
1 Strongly Agree 61 75.3 
2 Agree 10 12.3 
3. Undecided  2 2.5 
4. Strongly Disagree 5 6.2 
5. Disagree 3 3.7 
  Total 81 100 

 Source: author’s Research 2018 

Fig 4.11: Bar Chart showing responses to Question 4 

 

Source: Field Survey 2018 
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Question 4 was formulated to ascertain state of awareness of forensic accounting among public 

organization in Nigerian public sector. Evidence from the respondent shows that 61 respondents 

strongly agree that there is  state of awareness of forensic accounting among public organization 

in Nigerian public sector which is 75.3 percent of the total respondents, 10 respondents agree that 

there is state of awareness of forensic accounting among public organization in Nigerian public 

sector which is 12.3 percent of the total respondents, 2 respondents were undecided that there is 

state of awareness of forensic accounting among public organization in Nigerian public sector 

which is 2.5 percent of the total respondents, 5 respondents strongly  disagree that there is state of 

awareness of forensic accounting among public organization in Nigerian public sector which is 

6.2 percent of the total respondents, 3 respondents disagree that there is state of awareness of 

forensic accounting among public organization in Nigerian public sector which is 3.7 percent of 

the total respondents,  

4.3 Test of Hypotheses 

H01: There is no usage of forensic accounting principles and techniques to detect and prevent 

corporate fraud in Nigeria.  

Table 4.12: Analysis of Hypotheses I  

 

 

 

Source: SPSS 20.0 (See Appendix)  

The Spearman ranking coefficient shows a p- value of .000 and a correlation coefficient of .789, 

the null hypothesis is rejected at 5% confidence level and the alternate accepted that there is 

significant relationship between forensic accounting techniques and principles and fraud detection 

Probability  .000 
Correlation coefficient  .869 
No. of observation 81 
Level of Significance  5% 2 tailed 
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in Nigeria. The correlation coefficient of 86.9% shows positive and strong relationship between 

the variables.  

H02: There is no usage of forensic accounting principles and techniques to detect and prevent 

corporate fraud in Nigeria.  

Table 4.13: Analysis of Hypotheses II  

 

 

Source: SPSS 20.0 (See Appendix)  

The Spearman ranking coefficient shows a p- value of .001 and a correlation coefficient of .697. 

The null hypothesis is rejected at 5% confidence level and the alternate accepted that there is 

significant relationship between usage of forensic accounting and fraud detection and prevention 

in Nigeria. The correlation coefficient of 69.7% shows positive and strong relationship between 

the variables.  

H03: There is no awareness of the concept of forensic accounting in public sector organizations. 

Table 4.14: Analysis of Hypotheses III  

 

 

 

Source: SPSS 20.0 (See Appendix)  

 

The Spearman ranking coefficient shows a p- value of .000 and a correlation coefficient of .916. 

The null hypothesis is rejected at 5% confidence level and the alternate accepted that there is strong 

Probability  .000 
Correlation coefficient  .697 
No. of observation 81 
Level of Significance  5% 2 tailed 

Probability  .000 
Correlation coefficient  .916 
No. of observation 81 
Level of Significance  5% 2 tailed 
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awareness of forensic accounting in the Nigerian public sector. The correlation coefficient 

of91.6% shows positive and strong relationship between the variables. 

 

H04: There are no significant challenges hampering the use of forensic accounting principles in 

curbing fraud in Nigeria. 

Table 4.15: Analysis of Hypotheses IV 

 

 

 

Source: SPSS 20.0 (See Appendix)  

 

The Spearman ranking coefficient shows a p- value of .010 and a correlation coefficient of .599. 

The null hypothesis is rejected at 5% confidence level and the alternate accepted that challenges 

in forensic accounting do not affect its function in preventing and detecting fraud. The correlation 

coefficient of 59.9% shows positive and strong relationship between the variables. 

 

4.4 Discussion of Findings 

The existence of corporate standard in both public and private organizations has over the years 

required the use of forensic accounting in the control and detection of fraud in the organization. 

Research question one and hypothesis one which was formulated to examine and test the extent to 

which forensic accounting has affected fraud detection and prevention found that the adoption of 

forensic accounting has significant impact in detecting and preventing fraud in Nigerian public 

sector. The respondents in question one showed a high level of acceptance of the stated research 

question. However, the hypothesis showed that there is significant relationship between forensic 

accounting, fraud detection and prevention in the Nigerian public sector. This finding confirmed 

Probability  .010 
Correlation coefficient  .599 
No. of observation 81 
Level of Significance  5% 2 tailed 
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the a-priori expectation of the result and justified the adoption of forensic accounting into the 

Nigerian accounting principles and the international reporting standard. The correlation coefficient 

between the dependent and the independent variable proved 86.9 percent; this is strong and reliable 

which further validates the relationship between forensic accounting, fraud detection and 

prevention in the Nigerian public sector. This finding confirmed the findings of Adebisi et al 

(2016) on the importance of forensic accounting. From the above, we reject the null hypothesis 

that forensic accounting does not significantly affect fraud prevention and detection in Nigeria, 

thereby accepting the alternative hypothesis which affirms that forensic accounting significantly 

affect fraud prevention and detection in Nigeria.  

The analysis in research question two also found that significant proportion of the respondents 

opined that the effectiveness of forensic accounting can be used as a method of fraud control and 

management in Nigerian public sector. This was also the opinion of Izedonmi and Ibadin (2015) 

that to control and manage the continuous existence of corporate fraud in Nigeria, there is need to 

adopt and integrate forensic accounting into the auditing function. The hypothesis found a 

correlation coefficient of 69.7 percent which is strong relationship between the dependent and the 

independent variable and a probability coefficient of 0.000 justified the acceptance of alternate 

hypothesis which means that there is significant relationship between effectiveness of forensic 

accounting in the Nigerian public sector. This finding confirmed empirical findings such as 

Modugu and Anyaduba (2013) which found that there is significant agreement among stake 

holders on the effectiveness of forensic accounting in fraud control, financial reporting and interval 

control quality. The study is contrary to the findings of Okunbor and Obaretin (2015) that the 

application of forensic accounting services by corporate organization in Nigeria is not effective in 

determining fraudulent activities. These findings in 2002 might be as a result of ineffectiveness of 

the anti-corruption agencies and the early adoption of forensic accounting for the period. 
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Hypothesis three and four also confirmed the findings above with the correlation coefficient of 

59.9 and 91.6 and a probability of 0.10 and 0.000 which also justified the acceptance of alternate 

hypothesis. The overall findings of this study confirmed that forensic accounting have significant 

relationship with fraud control and fraud prevention in Nigeria.  This finding confirmed the 

findings of Okoye and Gbegi (2013) that forensic accounting effectively modify the extent and 

nature of audit test when the risk of management fraud is high, the findings of Enofe, Utomwen 

and Danjuma (2015) that there was need for forensic accountants in the Nigerian banking system 

as it is an effective tool for addressing financial crime in banking, the findings of Onurah and 

Ebimobowei (2014) that the application of forensic accounting services affect the level of 

fraudulent activities of banks, the findings of Nwachukwu (2015) that though forensic accounting 

had helped in fraud detection, it is lacking statutory back up and the conclusion of Adefila et al 

(2015) that forensic accounting assignment was more comprehensive in nature than financial audit. 
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CHAPTER 5 

SUMMARY OF MAJOR FINDINGS, CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction 

This chapter focuses on discussing the summary of the research work, drawing conclusion from 

the research findings and making recommendations as a result of the conclusions drawn. 

Moreover, the chapter makes suggestions for further studies on the issue of forensic accounting. 

5.2 Summary OF Major Findings 

From the findings of the study, the researcher summarized that: 

1. Forensic accounting has positive and significant relationship with fraud prevention and 

detection in the public sector in Nigeria. This finding confirms the policy objective of 

establishing strategic measures of combating fraud such as the anti-corruption agencies. 

2. Forensic accounting is effective in detection and prevention of fraud in the Nigerian public 

sector. This finding is in line with principle underlying the objective of fighting corruption 

in the public sector.  

3. The awareness of forensic accounting in public sector has increased the adoption of 

forensic accounting as a measure to control fraud in the public sector. 

4. The challenges facing forensic accounting in the public sector also have significant impact 

on the effectives of forensic accounting in preventing and detecting fraud in the Nigerian 

public sector 

5.3 Conclusion 

The objective of this study was to investigate the relationship between forensic accounting, fraud 

prevention and detection in the Nigerian public sector. The study had one hundred and nine sample 

representatives which eighty-one respondents were used for analysis in the study. Questionnaire 
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was administered to Auditors, General Accountants, Directors Administration, Forensic Auditor, 

Directors Accountant, Director Operation and other employees that have knowledge of the 

research problem. 

The study found that the correlation coefficient of 86.9 percent between forensic accounting and 

fraud detection, the correlation coefficient of 69.7 percent  between effectiveness of forensic 

accounting and fraud detection, a correlation coefficient of 91.6 percent on the awareness of 

forensic accounting and fraud prevention and detection while the correlation coefficient between 

effectiveness of the awareness of forensic accounting and the application in the public sector is 

59.9 percent from the above analysis we conclude that forensic accounting have significant impact 

in fraud prevention and detection in Nigerian corporate organization. 

5.4 Recommendations 

From the findings, we make the following recommendations: 

1. Forensic accounting should be applied in every aspect of accounting and the auditing 

process in Nigeria. 

2. There is need to formulate laws that would back the use of forensic accounting for all public 

and private organizations. 

3. Auditors should ensure that forensic accounting is used in the auditing functions. 

4. The professional accountancy bodies should ensure that the forensic accountants are 

trained and used in the process of accountability. 

5. Forensic accountants should be used in private and public sectors without political 

influence. 

5.5  Contribution to Knowledge 

There is no gainsaying the fact that every research work contributes to knowledge, to a large 

extent. This study will in no small measure contribute to existing knowledge in the following 

regard: 
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To start with, it is the belief of the researcher that the study would serve as an inspiration to other 

potential researchers, institutions, stock market researchers in accounting (especially existing and 

prospective forensic accountants) and other users of the financial statements. 

 Furthermore, the finding of the study would be useful to policy institutions such as the Securities 

and Exchange Commission (SEC) in identifying what investors perceive as being the determinants 

of financial information usefulness. This knowledge is crucial in enhancing efficient policies to be 

put in place as the growth of the capital market will depend largely on the confidence of the market 

participants on the system. 

In addition, it is the utmost desire of the researcher that the study would assist in practice and 

standard setting, which in turn will increase the confidence of investors in the Nigerian economy 

at large. 

5.5 Suggestion for Further Study 

Being a relatively new concept, especially in Nigeria, there has not been much studies done in 

relation to forensic accounting and its effect on the prevention and detection of corporate fraud in 

Nigeria. It is therefore the suggestion of the researcher that further studies should be carried out 

on this research topic.  

Moreover, this study took a look at the public sector. It is therefore important that studies should 

be carried out in relation to forensic accounting and the private sector because it is the belief of 

the researcher that the private sector is not exempted from the issue of fraudulent practices in 

Nigeria. 
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APPENDIX I 

QUESTIONNAIRE DESIGN 
 

:         DEMOGRAPHICATTRIBUTES 
 

Instruction:       Kindly tick the appropriate box or column for the option that best explains your answer 
  

1.          Gender: Male□                Female□ 
 

2.          Age (years):       18–30□            31 –40□             41 –50□             51 –60□         Above60□ 
 

3.          Education (highest qualification): SSCE/OND□       BSc□   MSc/MBA/MA/MPhil□ PhD□ 
 

4.          Professional qualification: ACCA□           ICAN□        ANAN□    Others□ 
 

5.          Number of years of being in the present establishment:           1-3□     4-6□    7-10□   11-13□ 
14-16□ 17andabove□ 

 
6.          Your job description: Auditor□      General Accountant□     Director of Administration□    Forensic 
accountant□       Director of accounts□ Director of Operation □ Others□ 

 

1. Is forensic accounting methods used in detecting and preventing fraud in your 
organisation? 

a. Strongly agree  
b. Agree   
c. Undecided 
d. Disagree  
e. Strongly disagree 

2. To what extent is the application of forensic accounting method in detecting and 
preventing fraud in your organisation? 
a.  Very significant 
b. Significant 
c. Undecided 
d. Insignificant 
e. None 

3. What is the significance of forensic accounting principles and techniques in detecting 
corporate fraud in Nigeria?  
Please state in your own words:___________________ 

4. Do public corporations use forensic accounting in preventing fraud in Nigeria? 
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 

5. Is forensic accounting effective in detecting fraud in public corporations? 
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 

 



73 
 

6. How effective is forensic accounting in detecting corporate fraud?  
a. Very effective 
b. Fairly effective 
c. Undecided    
d. Weak 
e. None 

7. Is forensic accounting effective in preventing corporate fraud? 
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 

8. How effective is forensic accounting in preventing corporate fraud? 
a. Very effective 
b. Fairly effective 
c. Undecided    
d. Weak 
e. None 

9. Is corporate fraud being perpetrated in public corporations?  
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 

10. Do public corporations make public case of such fraud? 
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 

11. What means/method do public corporations make public such fraud? 
Please state in your own words:_________________ 

12. Why do public corporations not make corporate such fraud public? 

Please state in your own words:_________________ 

13. Are there challenges being faced in applying forensic accounting in curbing fraud in 
your organisation? 
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 

14. What are the challenges being faced in the application of forensic accounting in 
combating corporate fraud? 
Please state in your own words:_______________ 
 
 

15. Is there lack of professional forensic accountants in Nigeria? 
a. Strongly agree 
b. Agree 



74 
 

c. Undecided 
d. Disagree  
e. Strongly disagree 

16. Is there lack of quality forensic analysis in your organization? 
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 
 

17. Is lack of good corporate governance practice affecting the transparent use of forensic 
accounting methods in your organization? 
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 
 

18.  In what ways does lack of good corporate governance practice affect the transparent 
use of forensic accounting methods in your organization? 
Please state in your own words: ……………………………………….. 

19. Is the use of forensic accounting method expensive for your organization to adopt? 
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 
 

20. Are you aware of the existence of forensic accounting?   
a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 

21. What is the level of your awareness of forensic accounting ? 
a. Very high  
b. High  
c. Low 
d. Very Low 
e. Non existent    

22.  What strategies can be formulated to improve the awareness of forensic accounting 
practice? 
Please state in your own words:_________________ 
 

23. Can the application of forensic accounting principle and techniques, on its own, be 
formidable tools for fraud detection & prevention in public sector organisations? 

a. Strongly agree 
b. Agree 
c. Undecided 
d. Disagree  
e. Strongly disagree 
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24. What other machinery or tool can be adopted to detect and prevent corporate fraud 
among public corporation in Nigeria? 
Please state in your own words:______________ 
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APPENDIX II 
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