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ABSTRACT
The increasing frauds and financial malpractices in corporate organizations have
placed financial and accounting issues as top concern for both the international community
and financial institutions. An outgrowth of the increasing frauds and financial malpractices in
corporate organizations is the emergence in the recent times of Forensic Accounting, a
specialty already taking advantage of these services. The basic Methodology employed to
achieve the research objectives was a questionnaire. From the population of companies
quoted on the Nigerian Stock Exchange, a sample of twelve companies was selected.
Analysis of Variance (ANOVA) model was employed as the statistical tool for the test of the
hypotheses. The respondents comprise professionals, civil servants and students. An appraisal
of distressed companies in the developed economies was ascertained also;these include
Enron, World com, Tyco, Parmalat e.t.c. The study showed amongst others that the
application of Forensic Accounting services by corporate organizations in Nigeria and
developed economies is not too effective in deterring fraudulent activities. Based on the
findings of the study, the researcher made some recommendations; some of which are that;
organizations should formulate good personnel and recruitment policies in attracting high pay
as the antidote for fraud scourge. It was also recommended that management should adopt an
accounting system that is sound in principle and practice and that the various anti-corruption
agencies in the country should be re-positioned by government for greater performance.
Keyword: Frauds, Financial Malpractices, Anti-corruption agencies.
INTRODUCTION
In today’s increasing complex business environment, companies face numerous
challenges and risks that are difficult for them to deal with. The threats are worsen by
globalization and the event of modern Information Technology that have combined to replace
old business practices and advanced the pace of electronically manipulated fraud and
corporate financial management.
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According to Klynveld Peat Marwick Goerdeler (2008), frauds and abuses cost
businesses in the United States more than $400b annually and an average organization loses
six percent of its total revenue to fraud and abuses committed by its own employees.
A series of event in the last two decades have place financial management and
accounting issues as top concern for both the international community and the international
financial institutions. Ethics is a major factor which defines any profession, accounting in
particular. The accountant’s work traditionally serves public interest which means the
collective well being of the community of people and institutions which the profession
serves. These include shareholders as well as prospective investors, bondholders,
bank/lender, trade creditors, employees, government and the society at large. To all these
groups, the auditor’s certification is of very special significance. It holds them out as valid for
use for a variety of the fundamental ethical principles of competence, objectivity,
independence and integrity this therefore has far reaching consequences. This was clearly
manifested in a number of widely publicized cases of fraud or corporate scandal during the
last decade, namely Enron, World com, Xeror, Global crossing, Tyco (USA), Parmalat (in
Italy); and in Nigeria, Union Dicon salt, Lever Brothers, now Unilever, and more recently
Cadbury and the sack of the management and board of five banks by the Central Bank of
Nigeria (CBN) due to frauds and financial abuses.
In Nigeria, corruption, money laundering and other related crimes have assumed
alarming proportions. Pervasive mismanagement of resources has become the order of the
day both in the public and private organizations. According to Okolo (2007), financial crime
has become really pervasive and the likelihood of corporate fraud occurring has also become
more severe.
These growing financial crimes are making it difficult for Nigeria to meet her welfare
and social responsibility to the citizenry. Uche (2009) asserts that high-level financial abuse
was hindering tax collection, making enforcement of law difficult and discouraging foreign
investment. These spates of corporate failures have placed greater responsibilities on
accountants to equip themselves with the skills to identify and act upon indicators of poor
corporate governance, mismanagement, frauds and other wrong doings. It has become
imperative for professional accountants to be grounded in the techniques for identifying,
discovering as well as preserving the evidences of all forms of financial abuse. Although
accounting practice has improved tremendously, recently electronic frauds have become
complex and rise to a magnitude that they could go on un-recognized. This requires finding
ways to overcome the new challenges.
To match the capacity of financial crime level, sophisticated accounting techniques
are necessary to detect, trace and resolve frauds especially when the results may impact
negatively on the financial statements.
An outgrowth of the increasing incidence of frauds and financial malpractices in
corporate management is the emergence in the recent time of Forensic Accounting, a
specialty that has developed improved ways of tackling these challenges.
Forensic Accounting according to Ramaswamy (2005) is the practice of utilizing
accounting, auditing and investigative skills to determine whether fraud has occurred.
Worldwide, multinationals institutions have shown significant interest in Forensic accounting
and emphasis on Corporate Governance and Accountability.
Companies in Nigeria are already taking advantage of them having found that they
have the ability to qualify damages sustained by parties whether or not involved in legal
disputes and can assist in designing effective internal control system and fraud prevention for
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organizations. For Forensic Accounting services to have positive impact on organizations,
Management must institute services to have positive impact on organizations, sound quality
management procedures and control such as internal audit, internal controls in order to ensure
quality service delivery which can only be guaranteed when frauds and financial abuses are
reduced to the barest minimum.
OBJECTIVES OF THE STUDY
The main objective of this study is to find out whether the application of Forensic
Accounting services by corporate organizations in Nigeria and abroad is effective in deterring
fraudulent activities.
SCOPE OF THE STUDY
This study covers a survey of quality management and control in Forensic Accounting
services in Nigeria and abroad. The study limited itself to some selected quoted firms in the
Nigerian Stock Exchange (NSE), and few depressed companies abroad. Forensic Accounting
in this context refers to the practice of utilizing accounting, auditing and investigating skills
to determine whether fraud has occurred. The study also covers special investigation whether
in – house or externally instituted by management for uncovering, prevention and control of
fraudulent activities.
SIGNIFICANCE OF THE STUDY
The study on the effectiveness of Forensic Accounting services in corporate
organizations in Nigeria and how the associated challenges are being handled and should be
handled could be of great interest to various stakeholders such as the government,
management of companies, directors, shareholders because it will help them to realize he
usefulness and importance of forensic accountants and the need to engage expert services and
how the quality of their services could be managed and controlled. The study will also be of
great significance to the anti-corruption agencies such as the Economic and financial Crimes
Commission (EFCC), regulatory authorities such as the Central Bank of Nigeria (CBN) in
their concerted efforts toward combating corruption in organizations and the nation at large.
The study will add to the existing body of knowledge in Forensic Accounting and its quality
management and control in corporate organizations.
THE CONCEPT OF FORENSIC ACCOUNTING
The oxford Advanced learners English Dictionary (2000:548) defines Forensic as
belonging to, used in, or suitable to a court of judicature or to the public discussion or debate.
American Accounting Association (AAA) cited in Okoye (2000:1) defines accounting
as the process of identifying, measuring and communicating economic information to permit
informed judgment and decision by the user of the information. Izedonmi (2000:1) sees
Auditing as an independent examination of the financial statement of an appointed person
called auditor, in order to express a professional opinion on whether or not those financial
statements show a true and fair view position of the enterprise as at the end of the financial
period, in accordance with the auditor’s term of engagement as well as other relevant
3
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statutory and professional regulations. Also Oladipupo (2005) defines Investigation as an
examination of the records and accounts of an organization for a special purpose. The
integration of accounting, auditing and investigation yields the specialty known as Forensic
Accounting.
Forensic Accounting in the view of Howard and Sheetz (2006) is 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. From business,
government, regulatory authorities, and the courts, evidence indicates that a high level of
expertise is necessary to analyze current complicated financial transactions and that
accounting has been thrown into the forefront of the crusade against financial deception
(Rumaswamy, 2005). Bolgna and Linquist (1995) defined forensic accounting as the
application of financial skills and an investigative mentality to unresolved issues, conducted
within the context of the rules of evidence.
Manning (2002) also defined Forensic Accounting as the application of financial
accounting and investigative skills, to a standard acceptable by the courts, to address issues in
dispute in the context of civil and criminal litigation. In the view of Damilola and Olofinsola
(2007), Forensic Accounting is the application of criminalities methods and integration of the
accounting investigative activities and law procedures to detect and investigate financial
crimes and related economic misdeeds. To them, Forensic Accounting is a highly technical
and specialized area of practice within the principles and ethics of accounting profession.
They further assert that it is not every Forensic Accounting engagement that ends up in the
court of law.
Forensic Accounting encompasses both Litigation support and Investigative
accounting,Institute of Chartered Accountant of Nigeria( 2010). Litigation support provides
assistance of an accounting nature in a matter involving existing or pending litigation.
Investigative Accounting is often associated with investigations of criminal matters.
The recent ranking by the Transparency International (2007) perceived Nigeria as a
corrupt nation. This ranking emanated from the avalanche of cases of frauds, corruption and
financial scandals in which many Nigerians are suspected to be involved. These fraudulent
practices are suspected to be perpetrated by highly skilled fraudsters, employing sophisticated
methods, thus requiring equally highly skilled and versatile accountants to unravel the
fraudulent schemes.
This is where the forensic Accountant comes in, with his/her scientific evidence-base
accounting, auditing and investigations, to assist in the judicial process, to avoid the
miscarriage of justice in fraud related judgments.
Forensic Accounting is focused upon the identification of interpretation and
communication of evidence of economic transactions and reporting events. The ultimate goal
of a forensic accountant is to communicate an analysis of this evidence structured within
some legal framework, so that it is understood and accepted as fact with “scientific certainty
that is to present a legally accurate accounting.
Joshi (2003) ascribed the origination of forensic accounting to Kutilya, the first
economist to openly reorganize the need for the forensic accountant whom he said,
mentioned 40 ways of embezzlement centuries ago. Crumley (2001) wrote on same when he
stated that a form of forensic accounting can be traced back to an 1817 court decision.
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METHODOLOGY
The basic methodology employed to generate data relevant to the objectives of this
study was a questionnaire. The sample survey method was adopted because it is likely to
generate the kind of information required as well as providing good basis for generalization
of findings. The population of interest consisted of all the employees (staff and managers) of
the two hundred companies quoted on the Nigerian Stock Exchange, and some developed
companies abroad that were insolvent e.g. Enron, World com. From the population of the two
hundred companies quoted on the Nigerian Stock Exchange, a sample of twelve companies to
be surveyed was selected using simple sampling techniques. The twelve sample firms were
selected from the banking. Insurance, Petroleum, Food and beverages and Breweries subsectors of the economy. The participants are the staff and management team of the Forensic
Accounting and the internal control units. The research was conducted in two phases in
which pilot studies were conducted to pre-test the schedule in order to ensure the validity and
reliability of the instrument. The pilot studies became necessary because the instrument has
not been previously used and validated.
TABLE 1 QUESTION ONE
Forensic Accounting Approach Appears To Give More Objective and Reliable Outcome
Professionals
Civil Servants
Students
Strongly Agree
15
13
16
Agree
14
12
15
Disagree
10
10
14
Strongly Disagree
9
9
11
Total
48
44
56
TABLE 2 QUESTION TWO
Forensic Accounting Tends To Be Absolute In Investigation and Litigation
Professionals
Civil Servants
Strongly Agree
20
15
Agree
15
12
Disagree
07
10
Strongly Disagree
06
7
Total
48
44

Students
16
15
14
11
56

TABLE 3 QUESTION THREE
Shareholders are Assured of an Impeccable Result From Forensic Accounting.
Professionals
Civil Servants
Students
Strongly Agree
16
14
18
Agree
15
13
15
Disagree
10
9
13
Strongly Disagree
7
8
10
Total
48
44
56
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HYPOTHESIS 1
Ho: Forensic Accounting Do Not Always Give a Reliable and Objective Result
H1: Forensic Accounting Always Give a Reliable and Objective Result
HYPOTHESIS 2
Ho: The Investigative Tendencies of Forensic Accounting Do Not Always Reveal The
Extent of Falsification
H1: The Investigative Tendencies of Forensic Accounting Always Reveal The Extent of
Falsification.
HYPOTHESIS 3
Ho: Shareholders Interest is Not Adequately Engendered With The Forensic Accounting
Tenet That is Adopted.
H1: Shareholders Interest is Adequately Engendered With The Forensic Accounting Tenet
That is Adopted.
HYPOTHESIS ONE
Ho: Forensic Accounting Do Not Always Give a Reliable and Objective Result
H1: Forensic Accounting Always Give a Reliable and Objective Result
The Hypotheses testing was predicated on Analysis of Variance (ANOVA).
Using the Analysis of Data in Table 1, Undecided was left out because the research was
tailored towards having objective result, and affirmative responses.
Professionals

Civil Servants

Students

Strongly Agree

15

13

16

Agree

14

12

15

Disagree

10

10

14

Strongly Disagree

9

9

11

Total

48

44

56

ANOVA TABLE
Sources of
variation
Between
(treatment)
Within (error)

d.f

SS

n–1

SSB

N–n

MS

SSW

SSB

A

N–1=A

B

SSW
N–1=B

Total
T1 = 48,

N–1
T2 = 44,

T3 = 56

SST
G = 148
6

Fcal

Ftab
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C.F = correcting factor
C.F =

1482
= 1825.33
12

X1 =

T1

48
=

= 12

N
X2

4

T2

44
=

= 11

N
X3

4

T3

56
=

= 14

N

4

i). SST = Total Sum of Squares
ii). SSB = Sum of Squares Between groups
iii). SSW = Sum of Squares Within groups
iv). d.f. = degree of freedom
ANOVA TABLE
Sources
Between
Within
Total

(i)

SSB =

d.f
2
9
11
482

SS
18.67
50
68.67

+

4

442

MS
9.33
5.56

Fcal
1.68

Ftab
4.26

562

+

4

4

576 + 484 + 784 = 1844 – 1825.33
= 18.67
(ii)

SST = ∑ (x – x)2 = 152 + 142 + 102 + 92 + 132 + 122 + 102 + 92 + 162 + 152 + 142 +
112
225 + 196 + 100 + 81 + 169 + 144 + 100 + 81 + 256 + 225 + 196 + 121
= 1894 – C.F
= 1894 – 1825.33 = 68.67

(iii)

SSW = SST – SSB
= 68.67 – 18.67
= 50
7
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(iv)

MSB =

SSB

18.67
=

= 9.33

n–1
(v)

MSW =

2

SSW

50
=

N–n
(vi)

= 5.56
9

Fcal = 9.33
= 1.68
5.56

F 0.05 (2, 9) = 4.26
If Fcal > FtabWereject H0 (null) hypothesis, otherwise we accept H0.
Since Fcal < Ftab weaccept the null hypothesis that suggest that Forensic Accounting do not
always give a reliable and objective result.
HYPOTHESIS TWO
H0: The Investigative Tendencies of Forensic Accounting Do Not Always Reveal The
Extent of Falsification.
H1: The Investigative Tendencies of Forensic Accounting Always Reveal The Extent of
Falsification.
Using Analysis of Data Collected in Table 2
Professionals
Strongly Agree
20
Agree
15
Disagree
07
Strongly Disagree
06
Total
48
X = 12
Sources
Between
Within
Total
(i)

X2 = 11
SS
MS
18.67
9.33
182
20.22
200.67

d.f
2
9
11
SSB

= 482

Civil Servant
15
12
10
07
44

+

442

+

4
4
576 + 484 + 784 = 1844 – 1825.33
= 18.67
(ii)

X3 = 14
Fcal
0.46

Student
16
15
14
11
56

Ftab
4.26

562
4

SST = 202 + 152 + 072 + 062 + 152 + 122 + 102 + 072 + 162 + 152 + 142 + 112
= 400 + 225 + 49 + 36 + 225 + 144 + 100 + 49 + 256 + 225 + 196 + 121
= 2056 – 1825.33 = 200.67
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(iii)

SSW = SST – SSB
= 200.67 – 18.67 = 182

(iv)

MSB = SSB
n–1

=

18.67
2
= 9.33

(v)

MSW = SSW
N–n

=

182
9 = 20.22

(vi)

Fcal

= 9.33
20.22

= 0.46

F 0.05 (2, 9) = 4.26
Since Fcal < Ftab, we accept the null hypothesis, hence “The Investigative tendencies of
Forensic Accounting do not always reveal the extent of falsification.
HYPOTHESIS THREE
H0; Shareholders Interest is Not Adequately Engendered With The Forensic Accounting
Tenet That is Adopted.
H1: Shareholders Interest is Adequately Engendered With The Forensic Accounting Tenet
That is Adopted.
Using Analysis of Data collected in Table 3.
Professionals
Civil Servant
Student
Strongly Agree
16
14
18
Agree
15
13
15
Disagree
10
09
13
Strongly Disagree
07
08
10
Total
48
44
56

ANOVA TABLE
Sources
Between
Within
Total
i). SSB =

d.f
2
9
11
482

SS
18.67
114
132.67
+

442

MS
9.33
12.67

Fcal
0.74

562

+

4
4
4
576 + 484 + 784 = 1844 – 1825.33
= 18.67
ii). SST = 162 + 152 + 102 + 072 + 142 + 132 + 092 + 082 + 182 + 152 + 132 + 102
256 + 225 + 100 + 49 + 196 + 169 + 81 + 64 + 324 + 225 + 169 + 100
= 1958 = C.F
= 1958 – 1825.33 = 132.67

9

Ftab
4.26
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(iii)
(iv)

SSW = 132.67 – 18.67 = 114
MSB = 18.67
=
9.33
2

(v)

MSW = 114
9

= 12.67

Fcal = 9.33 = 0.74
12.67
F 0.05 (2,9) = 4.26
Also, since Fcal < Ftab, we accept the null hypothesis and thus concludes that shareholders
interest is not adequately engendered with the forensic accounting tenet that is adopted.
DISCUSSION
The application of Forensic Accounting services by quoted companies in Nigeria is
not effective in curbing fraudulent activities. The ineffectiveness of the employment of
forensic accounting services by corporate organization in Nigeria has strong implications for
sound corporate governance. The emergence of e-business and its growing sophistications
have not done much in the reduction of unwholesome practices in Nigeria as envisaged in the
dawn of the millennium by most corruption fighters. Policy makers the world over have
instituted policies of which some in the form of legislations just in an effort to stampede the
monster but everything seems to be ineffective. This result is consistent with findings of the
study by (Okoye and Jugu, 2009) which examines the effectiveness of fraud deterrence
policies in the banking sector in Nigeria. The study shows that bank fraud policies including
internal audit/forensic accounting are not effective in deterring fraudsters. This was also
evident among some insolvent companies in the developed world as earlier mentioned.
CONCLUSION
The study examines quality management and control in Forensic Accounting services
in Nigeria with emphasis on quoted companies. The principal objective of the study is to
determine whether the application of Forensic Accounting practices has helped in reducing
fraudulent practices in organization. To achieve this objective, a field survey of accountants
(professionals) in quoted companies selected from seven industrial sub-sectors was carried
out for testing the hypothesis. It can be concluded from the above findings that the
application of Forensic Accounting needs to be combined with other fraud deterrence policies
for it to be effective.
RECOMMENDATIONS
Based on the finding of the study, the following are therefore recommended:
• Organisations should formulate good personnel and recruitment policies, attracting
high pay as the antidote for fraud scourge.
• Management should initiate effective, efficient and functional internal checks and
control systems.
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•
•
•
•
•
•

Management should adopt an accounting system that is sound in principle and
effective practice.
The various anti-corruption agencies in the country should be repositioned by
government for greater performance.
Organizations should invest in capacity building of their forensic/internal audit staff
in order to improve their service delivery.
Objectivity and impartiality are the core of forensic investigations.
Management should therefore be objective in initiating forensic investigations in
order for the truth to be established.
And lastly, given the current lack of professional regulation of the practice of forensic
accounting in the country, strategies should be adopted to ensure the attainment of
best practice and quality of service delivery.
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