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Abstract  

Corruption and other financial malpractices have retarded the rate of growth and economic 

development in Nigeria. These unhealthy situations harm Nigeria economy in no small 

measure. The objective of this paper is to examine whether Forensic Accounting do 

significantly reduces the occurrence of fraud cases in Nigeria especially in the private sector 

areas. The findings show that forensic Accounting is a veritable tool for fraud detection and 

prevention in Nigeria economy. Forensic accounting helps or can adequately propose unique 

procedures that are not proposed by auditors when the risk management fraud is high. In 

conclusion, forensic Accounting has helped tremendously to the better understanding of risk 

assessment as well as the management of such risk.  
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 Introduction 

The level of fraud in the present day Nigeria has assumed an epidemic dimension. It has eaten 

deep into every aspect of our life to the extent that a three years old child talks about 419, the 

name given to the newly discovered fees fraud that is hunting us as a nation. Fraud is defined 

as “deceit or tricking deliberately practiced in order to gain some advantages dishonestly”. For 

an action to constitute fraud therefore there must be a dishonest intention and the action must 

be intended to benefit the perpetrator to the detriment of another person. Going by this 

definition, frauds in the Nigeria economy cannot be restricted to the banks alone. Although 

frauds cut across all sectors of the economy and that size of an enterprises usually determines 

the volume of frauds perpetrated, such problems as inadequate manpower, poor internal 

control system, inadequate incentives and unsuitable legal framework for dealing with 

offenders, downturn in the economy, recognition being accorded the wealthy people regardless 

of their sources of wealth play a major role in the perpetration of frauds. 

Management fraud is the deliberate fraud committed by Management that injures 
investors and creditors through materially misleading financial statements (Okoye and Gbegi, 
2013) citing Apostolou, et al, (2000). The ability of an auditor to make an accurate assessment 
of Management Fraud Risk is crucial to the initial assessment of risk in an audit engagement 
(Hansen and Klamm, 2004). The increasing demand of forensic accounting is a recognized 
feature of most companies. Forensic accounting arises from the cause and effect of fraud and 
technical error made by human. The issue of forensic accounting and fraud is continuingly 
being debated for the past few years as it concerns companies in developed countries, (Shaikh 
& Talha, 2003). This is still an issue to be addressed in the business sector as fraud cases have 
only been detected after massive funds have disappeared from the coffer. Forensic accounting 
may be one of the most effective and efficient way to reduce and prevent accounting fraud.   
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Forensic accounting, forensic accountancy or financial forensics is the specialty practice area of 
accountancy that describes engagements that result from actual or anticipated disputes or 
litigation. "Forensic" means "suitable for use in a court of law", and it is to that standard and 
potential outcome that forensic accountants generally have to work. Forensic accountants, also 
referred to as forensic auditors or investigative auditors, often have to give expert evidence at 
the eventual trial. 

All of the larger accounting firms, as well as many medium-sized and boutique firms, as 
well as various Police and Government agencies have specialist forensic accounting 
departments. Within these groups, there may be further sub-specializations: some forensic 
accountants may, for example, just specialize in insurance claims, personal injury claims, fraud, 
construction, or royalty audits. 

Forensic accounting is defined as a science dealing with the application of accounting 
facts gathered through auditing methods and procedures to resolve legal problems. It also 
requires the integration of investigative, accounting, and auditing skills. These forensic 
accountants draw conclusions and calculate values and identify irregular patterns or 
suspicious transactions by critically analyzing the financial data. It provides an accounting 
analysis to the court for dispute resolution in certain cases and it also provides the court with 
explanation to the fraud that has been committed. That is why forensic accounting may play a 
vital role in detecting and reducing accounting frauds in the business sector. 
 
Conceptual Framework of Forensic Accounting  
The framework above indicates the two variables that affect the acceptance levels of the public 
with the practice of forensic accounting as the main tool in investigating a company’s account 
to detect fraud. The variables include the public’s understanding level on forensic accounting 
functions and the perception on the implementation of forensic accounting in the investigation. 
The understanding level of the public functioning of forensic accounting will determine 
whether the public in Nigeria will accept it as the main tool in investigating a company’s 
account as well as fraud management.  

The perception of the public on the implementation of forensic accounting in the 

investigation of a company’s financial statement also determines the acceptance level of 

forensic accounting in the country. 

Forensic Accounting is the applications of specialized knowledge and specific skills to 

stumble up on the evidence of economic transactions (Joshi, 2003).  

Zysman (2001) defines forensic accounting as the integration of accounting, auditing 

and investigative skills. Simply put, forensic accounting is accounting that is suitable for legal 

review offering the highest level of assurance and including the now generally accepted 

connotation of having been arrived at in a scientific fashion. 

Coenen (2005) stated that forensic accounting involves the application of accounting 

concepts and techniques of legal problem. It demands reporting, where the accountability or 

the fraud is established and the report is considered as evidence the court of law or in the 

administrative proceedings (Joshi 2003). It provides an accounting analysis that is suitable to 

the court, which will form the basis of discussion, debated and ultimately dispute resolution. 

 In the opinion of Zysman (2001), these mean that forensic accounting is a field of 

specialization that has to do with provision of information that are meant to be used as 

evidence especially for legal purposes. The persons practicing in this field (i.e. Forensic 

Accountants) investigate and document financial fraud and white collar crimes such as 

embezzlement and investigate allegations of fraud, estimates losses, damages and assets and 

analyses complex financial transaction.  

http://en.wikipedia.org/wiki/Accountancy
http://en.wikipedia.org/wiki/Litigation
http://en.wikipedia.org/wiki/Insurance
http://en.wikipedia.org/wiki/Claim_%28legal%29
http://en.wikipedia.org/wiki/Personal_injury
http://en.wikipedia.org/wiki/Fraud
http://en.wikipedia.org/wiki/Construction
http://en.wikipedia.org/wiki/Royalties
http://en.wikipedia.org/wiki/Audit


IMT  INTERNATIONAL  JOURNAL  OF  THE  ARTS  AND  SCIENCES, VOL. 1 NO. 1 
 

142 
 

 

Functions of Forensic Accounting 

The functions of forensic accounting are as follows, It states that Forensic accounting work in 

two primary areas: namely: 

 

Investigative Accounting and Litigation Support 

1. Not just the numbers and documents of a company, but the business environment as 

well. 

2. Forensic accounting investigate the financial operations of an enterprise  

3. prepare information that may be used in a criminal or civil court case 

4. Forensic accounting provide investigative services or provide support     for litigation 

5. Forensic accounting process is a form of auditing with investigative skills with an in-

depth knowledge and experience 

6. Forensic accounting system is used to monitor the daily activities of the   company to 

ensure that fraud can be reduced 

7.  It should also be used as the ultimate source of fraud investigation. 

8. Forensic accounting is said to bring significant improvement in the quality of fraud 

detection and prevention. 

 
Overview of Accounting Fraud 

Fraud is a legal term that refers to the intentional misrepresentation of the truth in order to 

manipulate or deceive a company or individual. When companies undergo severe financial 

problems and end up in bankruptcy, fraud by senior management may be involved. 

Onovo (2001) state that the word fraud is used to refer to irregularities involving the 

use of criminal deception to obtain unjust or illegal advantages. Accounting fraud is an act of 

knowingly falsifying accounting records, such as sales or cost records, in order to boost the net 

income or sales figures. Accounting fraud is illegal and subjects the company and the 

executives involved to civil lawsuits. Company officials may resort to accounting fraud to 

reverse loss or to ensure that they meet earning expectations from shareholders or the public. 

David (2005) states that fraud is not a possibility but a probability. He also explains that 

fraud can be better prevented if decisions are made by a group and not an individual. However, 

this is not the case if the group has the same interest in mind, then fraud may not be prevented. 

Conversely, the group is influence by the dominant decision maker who ends up deciding 

everything. The authors also state that the paper-based system, is the reason why fraud is 

being committed in a certain company. The authors deduce that a computerized system for all 

the transactional activities would reduce fraud. 

However, in the practical world, even a large company such as Enron had been found 

involved in fraud. This is because it is always possible for high level management to access data 

and change the information, paper-based system or a computerized system alike. The only way 

to solve this issue is that, the public should be educated and informed of the use and function of 

forensic accounting to prevent fraud occurrences. When the public is made known of the 

concept, then they could actually demand for the service in the company which they invest in. 

  Incidents of fraud can be noted in the media on a weekly if not daily basis. Fraud could include 

confidence tricks such as the 419 , Long Firms or creation of false companies, embezzlement, 
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false advertising or billing, health fraud, bankruptcy fraud, use of tax haven countries for illegal 

activities etc.  

Financial and other fraud cases involve accounting information, Forensic investigators 

utilize financial information and will need to understand, interpret, discern what is 

important/not so important, retrieve, identify, safeguard, report, and testify in court financial 

information retrieved in a fraud investigation (Kahan, 2005; Manning, 2005, Wells, 2005). A 

fairly new phenomenon in the research deals with the Commonwealth of Independent State 

CSI Effect on jurors as well. Researchers discussed the importance of auditors and forensic 

accountants receiving training on fraudulent methods but also indicate the importance of fraud 

investigators knowing Accounting Information Systems (AIS).  

Corruption and other financial and economic crimes are the bane of Nigerian 

development efforts; Corruption bestrides the lives of the citizens. The judgment of 

Transparency International is a reflection of what the nation has given to the world-419, 

money laundering, inflated contracts, scam mails, illegal oil bunkering, disappearance of ships 

etc. All these crimes harm Nigerian economy in no small measure. 

Waziri (2009) stated that corruption afflicts virtually all parts of the Nigerian society. It 

has eaten deep into Nigeria value system and is now threatening to spread to the culture as 

public adulation for wealth has increased. The society no longer asks questions as to how 

people came by their questionable wealth. 

      

Forensic Accounting as Antidote in Fraud Detection 

According to Webster‟s Dictionary, forensic accounting means “Belonging to, used in or 

suitable to court, of judicature or to public discussions, debate and ultimately dispute 

resolutions. It is also defined as an accounting analysis that is suitable to the court which will 

form the basis of discussion, debate and ultimately dispute resolution. Forensic accounting is 

the practice of utilizing accounting; auditing and investigative skill to assist in legal matter and 

the application of specialized body of knowledge to the evidence of economic transaction and 

reporting suitable is the purpose of establishing accountability or valuation of administrative 

proceedings. It can be said that is the integrity of accounting auditing and investigative skill to 

obtain a particular result.  

Gray (2008) analyzed forensic accountants as a combination of an auditor and private 

investigators. Knowledge and skills include the following investigation skills, research, law, 

quantitative methods, finance, auditing, accounting and law enforcement officer insights.  

Provide litigation support service which is the provision of assistance of an accounting 

nature in a manner involving existing or pending litigations in the areas of quantification of 

economic damages, calculating economic loss resulting from a breach of contract. Litigation 

support service provides real value to the client-attorney relationship because forensic 

accountants help win lawsuits and earn settlements.  

Forensic accounting is the application of investigative and analytical skills in a manner 

that meets standards required by courts of law .Forensic accounting provides investigative 

accounting in economic crimes in financial statements. The forensic accountants must clinically 

review the financial statements and the related footnotes in spite of their complexity. 

Businesses are often clever in hiding accounting tricks and gimmicks in form of creating 

accounting. So investigations must be ever to the signs of outright financial manipulations. 
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Financial manipulations are acts of omission intended to hide or distort the real financial 

performance or financial conditions of an entity.  

 

Forensic Accounting Education 

Forensic accounting education has been limited primarily to continuing professional education 

sessions for practicing accountants and currently only a few universities teach forensic 

accounting 

 Given the demand for forensic accounting practice at this certain time and the need for 

more education in this area, it is just acceptable that college or university accounting 

departments provide and include forensic accounting as one of the options in the course 

(Rezaee & Burton, 1997).  

This is to ensure that not only auditors who has the in-depth experience knows of the 

process the fresh graduates will be able to perform as efficient and as effective, or at least meet 

the criteria of a practicing forensic accountant. Otherwise the persons who do not attend any 

professional accounting courses should also be given the opportunity to learn and understand 

forensic accounting better. This will create awareness among the students and public on the 

importance of forensic accounting as one of the main tool in the investigation of company 

financial statements of fraudulent activities.  

Hence, audit education could still be considered as an effective way to reduce the 

expectation gap (Gramlin & Schwartzberg, 1996). This is a concept where one would use the 

education system to increase understanding and perception of a concept. It is certain that if 

forensic accounting’s perception is to be surveyed before and after the coursework of forensic 

accounting, then the result will be that education could be considered as one of the effective 

ways to improve the perception on the use of forensic accounting service.                                                                                            

Education process would be a major part of any campaign aimed at closing the 

expectation gap (Smithers, 1992). That is why it is important to educate the public to reduce 

misunderstanding. Auditing students’ beliefs about auditors’ responsibilities, the reliability of 

audited financial information and future prospects changed significantly over the semester. 

 Smither’s concluded that education is an effective approach addressing the expectation 

gap (Woodliff & Monroe, 1994). This actually explains why there is a need to indicate the 

perception and the understanding of the general public on forensic accountings’ function in the 

business sector to actually know how to improve it better. 

 

Summary and Conclusions 

1. Forensic accounting helps or can adequately propose unique procedures that are not 

proposed by auditors when the risk management fraud is high. 

2. Forensic accounting helps to modify the extent and nature of audit tests to be 

performed when the risk of managing fraud is high. 

3. Unlike in the traditional audit practice where Auditors are able to identify management 

fraud risk factors but may not translate this knowledge into audit plan that effectively 

takes them into account and enhance their chances of detecting the management fraud 

if it exist, Forensic Accounting helps to compensate such limitations. 

4. Forensic Accounting can make to the effectiveness of an audit plan when the risk of 

management fraud is high. 
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In conclusion, Forensic Accounting has helped tremendously in the better appreciation 

of risk assessment as well as the management of such risk.  
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