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Abstract: The study examined the concept of forensic accounting in fraud detection in Migeria. 1t made use of three
specific objectives, three research questions and three hypotheses. It adopted survey research design. Simple random
sampling technique was wtilized to select a sample of 140, made up of B0 accountants and 60 asditors from Enugu
State Civil Service, While mean and standard deviation were used to answer the research guestions, hypotheses were
tested using t-test statistic. The study revealed that there was no significant difference in the percerved roles of
forensic accounting in fraud detection by accountants and auditors. The implication of this is that rmajor plavers in the I
finance world are in agreement over the roles of forensic accounting in frawd detection. It was concluded that in spite
of the relatively newness of forensic accounting, there is o contradiction in its perceplion, roles and areas of
application in fraud detection by accountants and auditors. The study recommended that necessary facilities for
forensse accounting should be provided by the three levels of government in Nigera to reduce its associated cost,
amang others.
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1.0 Intreduction
= Background to the Study
Modem information technology and globalization that combined to replace old business practices have equally

sdvanced the pace of electronically manipulated frauds and introduced more complex challenges 1o corporate
{mancial management.

A cursory look at corporate organizations reveals high level coruption properly synchronized as part of the
speration of the business. The sophisticated technicality and method of committing such fraud related corruption
makes it difficult 1o unravel the personalities involved and deter its further oecurmence.

Series of events in the last two decades have placed financial management and accounting issues as top concern
for both the international community and international financial institutions. The users of accounting
aformation rely s0 much on the auditors” certification for use for variety of decisions, which supposedly should
sdvance user's interest A breach of any of the fundamental ethical principles of competence, Integrity,
“pectivity and independence will therefore have far reaching consequences. Wide vanety of publicized cases of
Taud or corporale scandals such as the ease of Enron, Union Dicon Salt of Nigeria, Lever Brothers now
Unilever, Cadbury and recently the sack of Board of five banks by the Central Bank of Migeria (CBN) due tw
Tauds and financial abuses are sull too fresh to be forgotien.

These increases in corporate [ailures have placed greater responsibilities on accountants 1o equip themselves
with the skills 1o identify and act upon indicators of poor corporate governance, mismanagement, fraud and
ther wremg doings. [t has become imperative for the professional accountants to be grounded in the technique
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for identifying, discovering as well as preserving the evidence of all forms of financial abuses. To match the
capacity of financial cime level, sophisticated accounting technigues are necessary to detect, frace, resolve and
deter frauds in corporate organizations. One of such technigues 15 the mroduction of forensic accounting which
aims at utihization of scientific evidence based accounting, auditing &nd mvestigation of the forensic accountants
to assist in the judicial process to avord miscamage of justice in fraud-relzed judgment,

yForensic accounting to Ramaswamy (2007) is the practice of wilizing accounting and investigative skills to
Forensic accounting to Ramaswamy (2007) is the practice of utilizing accounting and investigative skills 1o
determine whether fraud has occurred. It is the study of rigorously collected and analyzed data in the arcas of
litigation support, consulting expert witnessing and fraud examination

Do accountants and auditors perceive forensic accounting in the asbove perspectives in Nigena? Do they have
differences in their perception of forensic accounting, its roles in fawd detection and areas of application o
fraud detection in Nigeria?

1.2. Statement of Problem

As the world economy mmproves technologically, there is also scienafic imerease in Nnancial erimes and frawd
which makes it difficult to be tracked using the application of conventional accounting techniques. This
therefore, creates a wide expectation gap among the users of accounting mifvrmation as it relates fo auditing and
investigation since it does not i any way assist in fravd detection. Conseguent on the gap, it becomes
imperative that there should be highly sensitive and scientific technigues 1o be used to determine who and whe
collaborates in a particular fraud and the degree of invelvement. For this to be possible there is need for
congrucnce in peérceplion, roles and areas of application of forensic accounting by accountants and awditors.
Thiz underlines the need for this study,

Fraud, being a cankerworm that has eaten deep into the fabrics of the society, has not received the needed
attention for its total abolishment. Since the evolution of ferensic accounting some empinical works on its ability
o deter fraud in public organization have been greeted with controversies from accountants and auditors. While
some raise objections concerming the general concept of forensic accounting, others disagree with the perceived
role of forensic accounting in fraud detection. Furthermore, there seem not to be any meeting point over the
areas of apphcation of forensic accounting in fraud detection among accountants and auditors. This paper 1=
therefore designed to investigate the perception of forensic accounting, i1 role in fraud detection and areas of
application to fraud detection,

1.3. Objectives of the Study
The general objective of this paper 15 to examine the concept of forénsic accounting in fraud detection in
Migeria.
Spectfically, the study will;
*  Determine the perception of forensic accounting by accountants and auditors in organizations.
* Determine the perceived role of forensic accounting in fraud detection in organizations by accountants
and auditors,
* Ascertain the areas of application of forensic accounting to froud detection in organizations by
wceountants and auditors.

1.4, Research Questions

The following research questions guided the study.

I.  What is the perception of forensic accounting by accountants and auditors in organizations?

. What ar¢ the sccountants and auditors perceived role of forensic accounting in frawd detection i
organizations?

3. What are the areas of application of forensic accounting 1o fruaud detection by accountants and auditoss?

Page 10 of 304



RIFSH, Vol. 2, Mo, 1, 2017 Serglus Mwannebuike Udeh & John Onyemaechi Odoh

L5. Research Hypotheses

The following hypotheses were tested in the course of the study.

F1. There is no significant difference in the perception of forensic accounting by accountants and auditors in
Drganizations.

H2. There is no significant difference in perceived role of forensic accounting in fraud detection in organizations
by accountants and auditors.

H3. There is no significant difference in the areas of application of forensic accounting to fraud detection by
accountants and auditors in organizations,

L. Scope of the Study
The study is limited to the perception of the concept of forensic accounting, its roles in frand detection and areas
of application to fraud detection in organizations by accountants and auditors in Enugu State of Nigeria.

30 Review of Related Literature

The review of related literature is done under concepmual framework, theoretical framework, empirical and
academic review.

L1 Conceptual Framework

According to Ansari (2005), forensic accounting is the application of a transaction reconstruction methodology
to legal issues. It is frequently associated with the analytical Investigation of civil or criminal actions such as:

L. White Collar Crimes | fraud and embezzlement)

Insurance Casualty Claims

Accounting Malpractice

General Abuse of Trust Relationship.

A et o

In the view of Howard and Sheetz (2006), forensic accounting is the process of interpreting, summarizing, and
presenting complex financial issues clearly, succmetly and factually ofien in a court of law as an expert witness.
[t is concerned with the use of accounting discipline to help determine issues of facts in business litigation.

Manning (2002} also defines forensic accounting as the application of investigative skills to a standard
acceptable by the courts to address issues in dispute in the context of civil and eriminal litigation. In the view of
Damitola and Olofoinsola (2007), forensic accounting 15 the application of criminalities, methods and
ategration of the accounting investigative activities and law procederes to detect and investigate financial
crimes and related economic misdeeds, To them, forensic accounting i1s a highly technical and specialized area
of practice within the principles and ethics of accounting profession.

It can therefore, be stated that forensic accounting is the use of accounting skills 10 investigate fraud or
smbezzlement and to analyec financial information for use in legal proceedings. Forensic accounting is
ometimes called investigative accounting; it involves the application of accounting concepts and techniques 1o
=gal problems. Forensic accountants investigate and document financial fraud and white collar crimes such as
:mbezzlement. They also provide litigation support to attorneys and law enforcement agencics investigating
nancial wrongdeings.

o criminal investigations, forensic accountants analyze complex financial transactions such as those in stock
narkel manipulations and price fixing schemes, They also belp povernments achieve compliance with various
orms of regulation. They typically become involved in financial Investigation after fraud anditors have
siscovered evidence of financial deceptive transactions. After conducting an investigation, they write and
fabmit a repert of their findings,
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2.1.1 Sewpe of forensic scoounting

Muweme (2011 states that forensic zcoountng covers teo broad aress of practice: Titigation and Investimacive
funclions., e argues Thal Companies in Nigeria are alrcady taking advantage of thos as they teod o quanlaly
durmapes sustamned by parties, whether or not tvolved o legal disputes It can also assist m resclving dispuses
even betorg they meach conrmronms, He finther contands that forenzic accounting wims ol delemee further
perpelration of te crimes, Noweee (20011 views (e two sub-divisions thos

Liligation supporl; At ey stage of the devclopment of forensic accounting it focuses memly on ligabon
suppoert in the form of experl witnessing. However, in cases of Dtigalion sepport waork the forensic accouwntant 15
azked to provide an opininn hased on facts that can be knoam or as vet uncovered. Some key areas of Libgiwon
suppurt services ioclude engagemenlts in bolh proféssional lahility elaims as will ag 2 vanety of civl claims.
Investioative Amctions: In this srea the accountant may beve Lo become an pvestizgasor of zoats, and on some
necazions prepare infoomation a3 & modal on how things should look it done corzectly. 1L 15 recenl Imeod o
forensic apecounting o ek oul evidence of criminal condust and dispelling or supporng of durnages. Hers, the
forensic accountunt 15 culled upon o review the [actual silvabon and provide suggestions regarding possible
courscs of actinn. The accountant equally provides assistance in the protection and recovery ol assels,

According to Ansart (2003), there are two types of invesligalive accovoling: Ruesiness investigation which can
invalve furds tracing, asset idertificatinn and recovery, foremsic imtelbzence potbering aod Jee diligepce
reviews. The sceond sspect is 1he emploves fand investigatinn which invaives procedure to determinz the
existence, nalure sod exlent of [avd and may squally be concernes with the wWentificazion of the parpetralos. N
mght mvolve the interview of personnel who had access o the fraud and & detalsd revisw of docutnenlacy
evidence,

21.2. Twpical approach to ferensic scoonnting assignment,

EPMG (2008] slates thiat [erensic socountanls mes! be discrele wher conducting thelr investigations. They must
he independent and impartial; taking inte account Both the fnanclal records and e coodect of emplovees of o
ziness. Unlike other aceoirtamts, when a forensic acoourtant cnaducts an audit, he is actvely lookmg for red
Nags dus wothe el el raodsters have bdden the svidénce of oo ¢rimes, A forensic accountant mnst lnok
heyond the numbers and articipate criminal actions.

Wallnee {19917 ooines that forensie zccountant must svstematically pess throwal: some wWeothable proceduze:
n canducting an investigation. The pencediars inclades the following:

Meol the client: The forensic sccovniant meels wilk the chenl such ws govamment eprescatatives o the
concerned insumtions to understand the specitics of the alleged fuud. Therealier, he begins an 1mbal nesearch
and plans e lopisiies of (e invesligalion,

Perform a conflict cheek: Coce the relovant partics are cstubitshed. o conflict check 1 perfonmed mmmediately.

IPerfocm an initial investigation: To et a mere complele vodesstanding of the issae, &n initia’ investigation =
performed. This (s to enable the tarengic accontant develop & detailed wsefil plan of aciun.

Develop an action plan: “1his 15 auned ot settine oue the objecteves o oe actoeved and 1he wetbodolopy 1o be
utilized o accomplist hem Whils developing soch actlion plan, it will always take moe aceown: D2 knnwledgs
seini] T ety with e o liend cod carreing oud ol meesligation

Cihrain velevant evidence: Oltiniog the relevart evidence will likely invalve locatimg decuments, saomemis
Imlonmilion. dssel, ¥ persun or company, anotber aspecl or prool of the oerurenee of an avenl,
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Perform the apalysis: This may involve;

. Caleulatng econcmic damages

2. Summarizing large aumber of transactions

3. Perfopnune o fracimy of asseis

4. Performing present value celoulutions utilizing appruprate discount ratas,

3. Performing o repgression or scnsitvity analyss,

6. Uilizing o computerized application such ds spread sheer, data base or commarer model and utilzane chartz
and praphics to explain the analys:s.

Prepare Lhe report: Af the ez, a report s vseally prepared. It muy inclide sechons of the natmwe of e
assimment, s¢ope ol the investigation, approach vlilissd, hmitaton of scope and [mdings and / or opinjons. The
report will include schedules and grephics necessary to propers support and explain the findiogs, Oduala {2005)
slales that the job demands reporting. where €12 accouniability of the frand is estgblisked and the repoit is
considersd as evidence (o the court of law or in the administrazive procesdings,

2.2, Theoretical Framework

This study is anclored on fraud tiangle theory. The theory propased by Donald Cressy in 1957 cenlered on
reason belind everything people do. He was partisviarly concemed on why penple who mitally sccepted
regpunzibiliny of tust in goud [aith would torn roung e viclale such trust. He concluded that the reasons stem
from pressie, opporhmity and rationzlization {see Qeure below)

PRESSURE

OPPORTUNITY = \ RATIONALIZATION
Figure [z Fraod Teinnple
Source: Cressy (1953)

and hanszor ]:2U15£} contends that fraud perpetrators face some prossuras tn commmil mestical Belavior, These
[essunes may oe tinansial or con-finencial. Mnst ofien Gooneisl pressures appear overwhelming and tresistible
i suscepable mdivideals, Little wonder therefore Aloredit et al (2006] siate that asout 955 of all fraud CASES
huve been perpetrated doe to frandster’s fAnuncial pressures whils Lister (2007) acknowledped that pressure is a
signiticant frclor i frand cosrud ssion.

Vrossurc: Prossure i seen as the tatality of laclors, that induce uraceepteble behavior in the sociery. Ahduilah

Murdock (2008} exiendad the scope of pressure beyoad [razcial and non-inaocizl to inchide pulitzcal and

social pressure. According o him. political and social pressures manifest whenever somehody believes he must
nt fail dur 1o his slates or socictal rgpuiation.

Opportunity: Opportundly ax & reason to conunit fraud may sometimes result from absence of corporate
guvermnance or inellective intemal control system. Wilsan (2004) sees cpporunity as the ability to averride faud
conitrols, In fack, the Inoser an internal control svstem of sn orzanization is, the more opportunily for frand
peTpetration it presents, Cressy (1953) g 1t thus, the lower the risk of being ceught, the morne tikely it is thal
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frawd will take place, Some people opine thal vppertusity ranks beber an pressue for commession of Geud 1
organmizabions. 11 15 in line with this thar Seivasteva, Mock and Tumer (2003) and Hooper and Pomelln (2001103
contend that cven in the presence aof exireme pressiie, financial fraud cannst cocir wnless an oppodfamly i3
presenl, Opportunly (o commil fraud 15 tnesatably mmerdwined wiib lapses o OGnoncial and admaniscabve
OIS,

Eativoalization: "This i2 an attempt to justity an unethical hehaviar in nefation to freud. Hooper and Parnclli
{20100 argue that individuals whoe commil Oood bave 8 mindse? that estables them 1o justify their awdulen
actions. Under retionalization, mdivideals whe commit fraud. tend to “pockage’ the acl oo menaer that will
show the hehavior s not being dishonesr.

2.3 Empirical and Academic Review

Mwezz (20 1y evaluated the positive dopact of forensis secoointing. In the stody be tried oo ghow ar biglibuyeht e
bengtits and relevance of lorensic accounbne nadducing scieniilic evidence o assisl i deducing who did whal
m & highly suphesticated scam. He employed sccondary source of data collectinn by making use of related
literature. The resedt of the study indicated that the mindser of the forensic acoountanis is reehnically higher than
traditional accoworaps, This umplies thay thers 18 o postlive pect of furensic accounding on Maeud-relaled

Judimments.

Crwojini (20097 in Jus study enlitled “The role of forensic accounting in selving the vexed problem of corporate
world” discussed the concept. need and role of forersic accounting in solving the vexed problem of corpneate
world, The authors employed theorctical analysis of the role of forensic acoountant in selving e vexed and it
application in modern corporate world, The conclusion of this sludy concluded that ferensic accounting is the
bist ever growing area in accourting as it cnhances the chance of succcss in day o day life of corporate lim By
surmounting all the vexing and cracel problem of corporate world The study thereflore sugpeests that varous
agencigs [phling cormuption should engage the services of foremsic accounting to compliment cffoits of
professionals in rediecing franduien aeiivilies

Adrain (2009 did a stedy on Forensic aceounting: Public acceptance towards ocomrence nf frand deteetion, The
work examuned the public accepianve wards veourmence of [mud delection which plays o vital rols 1n business
growlly, The study [ocussd om improvement of wndemsianding in detectng and reducing accounting fraud cases
in different companics.

The researclien used (he audilors, munupement and eeoounting stll of Power Holding Company of Migeria, The
sludy provided evidence based new dimenzions inte forensic accounting furctions, expeetarion gap and [orensic
accounting coducarion.

o Materials and Methodology

The study adopted a survey research design. Sirople condusn sampling techoigue was emploved to select a
sample siee of 140, made up of B0 professional sccountants and 6 practicing suditors n the Enugu state cjvil
service. While mean and standard deviatinnz were wsed to analyze the research questinas posed For the study,
students” 1-1est statistic was emploved 1n the lesl of hypuothesis,

4 (1. Resalis and Mriscossion

Besulls are presented sccording to researca guestinms amaneed in 2 clusters; A, B and O and research
wpotheses, B

Resvarch CQueeshion One: What 15 the percepton of forensic sccouniing by accountants and awdiiors io
orEamizations?

Hypothesis 10 There 32 00 siamsifeant SiTerence ot perception of {urensic accounane by acemumants ard
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Hypathesis 1: There is no significant difference in the perception of forensic accounting by accountants and
auditors in organizations.

Table 1: Perception of forensic accounling

N Mean | Sid dev L df | sig [ Dec.
Cluster A 140 3.3 1.51 - - - -
Hypothesis 1: Accountants B0 329 1.55 =525 | 138 382
Auditors 60 [342 | 146 -

Table 1 shows a cluster mean of 3.35 and a standard deviation of 1,51 this shows that accountants and auditors

perceive forensic accounting in the same way. Both groups perceive the items that made up the cluster in the
S3IME Wy,

Furthermore, table 1 revealed a 382 significance level and t value of -.525 at 138 degrees of freedom. Since the
caleulated t value is less than 0.05 the stted null hypothesis is accepted. This result is in agreement with the
views of Damitola and Olofoinsola (2007) that forensic accounting lies within the domain of technical and
specialized area of practice within the principles and ethics of accounting profession,

Rescarch Question Two: What are the sccountants’ and auditors” perceived role of forensic accounting in frawd
detection in organizations,

Hypothesis 2: There is no significant difference in pereeived role of forensic accounting in fraud detection in
organizations by accountants and auditors,

Table 2: Perceived role of forensic accounting in fraud detection

N_|[Mean [StdDev [T | df | Sig. Dec.
Cluster B 140 | 3.13 1.32 |
Hypothesis 2
Accountants | B0 | 298 | 1.3) -1.516 | 138 £69 Accept
Auditors 60 1332 |32 |

Table 2 above indicates that the mean score for jiems in cluster B was 3.13. This shows that accountants and
audilors perceive the role of forensic Accounting in fraud detection from a common stand poini.

In addition, the test of hypothesis 2 showed a t-value of -1.516 at 869 significance and |38 degree of freedom.
In view of the fact that the t value caleulated is Jess than (.05, the null hypothesis under test is accepted. This
implies that both accountants and auditors believe that forensic accounting has a role in fraud detection in
organizations. This result {5 in consonance with findings in Mweze (2011) and Owojiri (2009) that forensic
accowmiting has positive impact on fraud related issues in corporate world.

Rescarch Question Three: What are the areas of application of forensic accounting 1o fraud detection by
accountants and aedifors?

Hypothesis 3: There is no significance difference in the areas of application of forensic accounting to fraud
detection by aceountants and auditors in organizations.
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Table 3; Areas of application of forensic accounting o fraud detcetion.

oA N |Mean  SulDev [T L____ | Big. | D _|
Cluster C 114D 339 (13F |- « il i e
{ Hypothesis 3 H
Accountants | B0 3.3n 1.34 =033 138 370 Aceepl
| Aeditors  jo0 (351 130 | S i o)

A cluster roeen of 3,39 and standard deviagon of .35 arc shown in lable 3 above. Thes mmplies that the views of

aceountants and auditors vn the argas of application of forensic accountiag an: 1 consonance.

Further cxamination of (be talle shows a calculated 1 walue of - 933 and a significant figure of 276 a1 138
desmees of freedom. Since the caleulated vahe of t, -913 is less than 0.05, the null hypothesis under test s
accepled. This implies that there 1 oo significanse difference in the perception of accountunts and auditars on
the arcas of applicatiun of forensic accountng to [oud detection. This fodieg eorroborazes the outcome of
Adrain (2009} study in the arens of forensic accounling functions, expectation gap and education. Forensic
accounting has 2 wide range of useful orees of application which shenld be hamessed by acvoemans and
audizors.

5.0. Conclusion and Recommendatinns

The study concludes thal in spite of the relatively newness of forensic accoimting, (here is ne contradiction 1n 1ts
perceplion by accountants and wuditers, The expected roles of lurensic accounting and its areas of application in
fraud detection are cristal clear o accountants and soditors.

in view of this, he foliowing recommendativas ace profiered:
#  Forensic accounting should Be cmploved iz all cases of fraad in Migena.
% Forensic acenunting skill should not be limited to post moriem esereises alone. They should be
mexdified and applied in arganizations [tom Line 1o fine fo deter people o coanmirting teand,
¥ NWocossary facibides fur ferensic accounting should be made available by the three levels of government
i reduce its ¢ost which often scares people sway from its application
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