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Abstract

The study examines the effect of forensic accogntim fraud detection in Nigerian firms. the aintlug study is to
determine the relationship between fraud detecsiod forensic accounting. To achieve this objectiata was
collected from primary sources. The primary dataenmllected with the help of a well-structured sfignnaire of
three sections administered to fifteen firms in Be@ity Edo State. The collected data were analywétth
descriptive statistics using ordinary least squ@&sS) regression and Chi-square. The study revdas the
application of forensic accounting services on §iraffects the level of fraudulent activities.

Key Words: Forensic accountant, financial frauds, theft asldsuppression of lodgment, Miscellaneous fraud,
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1. Introduction

The growing demand for forensic accounting is avkmacharacteristic of most companies in the worldreRsic
accounting arises from the effect and cause ofifemd technical error made by human. Forensicuadog is quite new
in Nigeria as companies have realized that theiceof a forensic accountant is needed as frauglsdaagve substantially
increased in number. Forensic accounting is thdicgtipn of financial skills and investigative matity to unsettled
issues, conducted within the context of the rufesvidence (Arokiasamy and Cristal, 2009).

Bologna and Lindquistn (1987) assert that foremsicounting as a discipline encompasses fraud kuiowlefinancial
expertise, and a sound knowledge and understaradibgsiness reality and the working of the legadteyn. Forensic
accounting may be one of the most effective andiefft way to decrease and check accounting frRugesently, forensic
accounting is gaining popularity worldwide. It isdn taught as a major course in many educatiosédLitions in various
countries.

1.1 Research Problem
Williams (2002) states that forensic accountingeisognized as having a particular form of professiexpertise and
endowed with identifiable attributes among whicle aationality, neutrality, and independence. Fdremgcountants
possess a particular social recognition, obsematiat is critical to the translation of economésues into symbolic
displays of trust. The critical social value thatrensic accountants possess is the symbolic cgphgitwhich the
translation is realized.

Forensic accounting provides cultural mediationdoonomic and political logics (Williams, 2002) idtthe venue within
which the cultural mediation of legal and econorimims is accomplished. The first decade of thentyufirst century
experienced a tsunahr blizzard in the number of corporate scandals, frauds, aildrés (Ball, 2009). These events
precipitated and contributed to the Great Recesarh significantly impacted the efficient functingiof free market
capitalism. Some of which were actually facilitatedpublic accountants (cf. Enron and Arthur Andejs The scandals,
frauds, and failures have contributed to the Idssomfidence by the financial statements usershenability of public
accounting to contribute viable solutions to thaaficial problems, and have fuelled the growth imaied for forensic
accountants (Huber, 2012).

However, large company such as Cadbury Nig Plca@iceBank Plc and Afri Bank had been found involwedraud.
This is because it is always possible for high lemanagement to access data and change the infonnpaper-based
system or a computerized system alike. It all eddtack to human nature and high level managembatpossible way
to solve this issue is that the public should becated and be informed of the use and functiomifsic accounting to
prevent fraud occurrences. When the public is maumavn of the concept, then they could actually dednéor the
service in the company which they invest in.

Forensic accountants have played an increasimgbpitant role in the litigation and other legalplites fomented by
these recent frauds and failures. The fact isutbat little has been written in this area. Basedhenproblem stated above,
this study focus on the impact of forensic accaoyon fraud detection
1.2 Research Questions
The study is expected to answer the following qaast
1) To what extent does forensic accounting effectdrdetection?

2) To what extent does forensic accounting curb fréamdactivities in a firm?
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1.3 Research Objectives

The main objective of the study is to examine thpact of forensic accounting on fraud detectiore $pecific objectives
are to:

1) Find out the manner in which forensic accountirfgeffraud detection.

2) Ascertain if forensic accounting will curb fraudoteactivities.

1.4 Hypothesis

The following hypothesis will be tested:

HO1: Forensic accounting does not affect fraud aliete.

HO2: Forensic accounting cannot curb fraudulentiiets.

2. Literature Review

2.1Forensic Accounting

Maurice E. Peloubet is credited with developingtdmen forensic accounting in his 1946 essay “FapeAscounting: Its
Place in Today’s Economy.” By the late 1940s, fefermccounting had proven its worth during WorldrWahowever,
formalized procedures were not put in place uhi@ 1980s when major academic studies in the fieddevpublished
(Rasey, 2009). Since the 1980s in some Westerntesinparticularly in the USA, a new professiontie field of
accounting and auditing has emerged. This profassientifies a field composed of accounting, awditi and
investigative skills (Ozkul and Pamukc, 2012).

Forensic accounting is the specialty area of thmuatancy profession which describes engagemeatsréisult from
actual or anticipated disputes or litigation. “FusiE” means “suitable for use in a court of lawptat is to that standard
and potential outcome that forensic accountantemgdly have to work (Crumbley, Heitger and SmitB032). Forensic
accounting is recognized as a particular form offgssional expertise and endowed with specificibaties; the
recognition comes from possessing a formal cedtifim in forensic accounting which provides symbetilue (Williams,
2002).

Forensic accounting ia science dealing with the application of accounfarcts and concepts gathered through auditing
methods, techniques and procedures to resolve peghlems which requires the integration of invgstive, accounting,
and auditing skills (Arokiasamy and Cristal, 2008ar and Sarkar (2010). Stanbury and Paley-Mer{2i@$0) state that
forensic accounting is the science of gathering pmedenting information in a form that will be apterl by a court of
jurisprudence against perpetrators of economic eritdopwood, Leiner, and Young (2008) argued thaerfsic
accounting is the application of investigative amalytical skills for the purpose of resolving firtéal issues in a manner
that meets standards required by courts of lawbbegand Olofinsola (2007) noted that forensic stigation is about
the determination and establishment of fact in suppf legal case. That is, to use forensic teaheéqto detect and
investigate a crime is to expose all its attend@zdures and identify the culprits.

In the view of Howard and Sheetz (2006), forensicoainting is the process of interpreting, summagznd presenting
complex financial issues clearly, succinctly anctdally often in a court of law as an expert. It@cerned with the use
of accounting discipline to help determine issubfots in business litigation (Okunbor and Obaref010). Forensic
accounting is a discipline that has its own modeld methodologies of investigative proceduresgbatch for assurance,
attestation and advisory perspective to producal legidence. It is concerned with the evidentiaayure of accounting
data, and as a practical field concerned with actiog fraud and forensic auditing; compliance, diilegence and risk
assessment; detection of financial misrepresentatiod financial statement fraud (Skousen and Wrigbo8); tax
evasion; bankruptcy and valuation studies; violattb accounting regulation (Dhar and Sarkar, 2010).

The America Institute of Certified Public AccountaifAICPA) defines forensic accounting as servitteg involve the
application of specialized knowledge and inveshigatskills possessed by Certified Public AccourganForensic
accounting services utilize the practitioner’s $piixed accounting, auditing, economic, tax, andeotskills (AICPA
2010). Singleton and Singleton (2010), said forermsicounting is the comprehensive view of fraudestigation. It
includes preventing frauds and analyzing antifraoiitrol which includes the gathering of nonfinahaidormation.

Bhasin (2007) noted that the objectives of foremgicounting include: assessment of damages caysed huditors’
negligence, fact finding to see whether an embezzig¢ has taken place, in what amount, and whetherinal
proceedings are to be initiated; collection of evice in a criminal proceedings; and computatiomssiet values in a
divorce proceedings. He argues that the primargntation of forensic accounting is explanatory gsial (cause and
effect) of phenomenon including discovery of dewap(if any), and its effects introduced into tfee@unting domain.
According to Bhasin (2007), forensic accountants taained to look beyond the numbers and deal thighbusiness
realities of situations. Analysis, interpretatisummarization and the presentation of complex firrbusiness related
issues are prominent features of the professionfutber reported that the activities of forenser@untants involve:
investigating and analyzing financial evidence; eleping computerized applications to assists in dhalysis and
presentation of financial evidence; communicatihgirt findings in the form of reports, exhibits aodllections of
documents; and assisting in legal proceedingsydiat) testifying in courts, as an expert withess preparing visual aids
to support trial evidence. In the same vein Degbamd Olofinsola (2007) stated that forensic accantst provide
assistance of accounting nature in a financial icahand related economic matters involving exgstim pending cases as
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specified by the Alliance for Excellence in Invgstiion and Forensic Accounting (Alliance) of Canadssisting in
obtaining documentation necessary to support ateed claim; review of the relevant documentatioriorm an initial
assessment of the cases and identify areas ofdesistance with the examination for discovery #nedformulation of
guestions to be asked regarding the financial exiele attendance at the examination fro discoveryetoew the
testimony; assist with understanding the finanigsiies and to formulate additional questions; wivig of the opposing
expert's damaging report, and reporting on bothsthengths and weaknesses of the position takehati@ndance at trial,
to hear the testimony of the opposing expert aodige assistance with cross-examination.

Gray (2008) reported that the forensic accountemwesstigation include identification fraud. Gottath (2010) stated that
the focus of forensic accounting is on evidencecatad by the examination of financial documentse Evidence
collected or prepared by a forensic accountant beagpplied in different contexts. According to @uf2008), forensic
accountants are essential to the legal system,idingvexpert services such as fake invoicing vadues, suspicious
bankruptcy valuations, and analysis of financiatuwtoents in fraud schemes.

These forensic accountants calculate values, doaigsions and identify irregular patterns or scispis transactions by
critically analyzing the financial data (Arokiasaragd Cristal, 2009). It provides an accounting gsialto the court for
dispute resolution in certain cases and it alswides the court with explanation to the fraud thas been committed.
That is why forensic accounting may play a vitdérim detecting and reducing accounting fraud$@tusiness sector.
In this concept, forensic accountants provide asoaat analysis to determine the facts necessargdolve a dispute
before it is brought before the court or the lawpudcess takes its course (Ozkul and Pamukc, 2012)

The job of forensic accountants is to catch thegteator and fraud occurring in the companies gar.yThis includes
tracing money laundering and identity theft ackddt as well as tax evasion. Insurance companies foirensic
accountants to detect insurance frauds such as,amsd law offices employ forensic accountantslemtify marital assets
in divorce cases (Weygandt, Kieso, and Kimmel,800

Forensic accounting has been pivotal in the cotpaagenda after the financial reporting problemscivitook place in
some companies around the world. For instance, rnfgco, and WorldCom. These scandals resultedhénldss of
public trust and huge amounts of money. In ordeavoid fraud and theft, and to restore the badlgded public
confidence, several companies took the step todugpthe infrastructure of their internal controtlaaccounting systems
drastically. It was this development which increh$ke importance of accountants who have chosespécialize in
forensic accounting and who are consequently refleas forensic accountants. Baird and Zelin (2@a9)that forensic
accounting is important investigative tool for dgien of fraud.

2.2 Fraud Detection

Defining fraud is as difficult as identifying it.d\Ndefinite and invariable rule can be laid dowraageneral proposition in
defining fraud as it includes surprise, trick, cimgnand unfair ways by which another is cheatedau# is a legal term
that refers to the intentional misrepresentatiorihef truth in order to manipulate or deceive a camypor individual.
Fraud is to create a misjudgement or maintain astieg misjudgement to induce somebody to make r@raot”. It
involves enriching oneself intentionally by redugithe value/worth of an asset in secret.”"When cangsaundergo
severe financial problems and end up in bankrugtayd by senior management may be involved.

David (2005), states that fraud is not a possibbiit a probability. He also explains that fraud t& better prevented if
decisions are made by a group and not an individd@aivever, this is not the case if the group hasshme interest in
mind. Then fraud may not be prevented. Conversedéygroup is influence by the dominant decision enaitho ends up
deciding everything. Russel (1978 cited in BelldQ2) remarks that the term fraud is generic antésl in various ways.
Fraud assumes so many different degrees and fbahsdurts are compelled to context themselves wvith few general
rules for its discovery and defeat. It is better toodefine the term lest men should find waysahamitting frauds which
might evade such definitions.

Okafor (2004) also reported that fraud is a gentetim and embraces all the multifarious means whiainan ingenuity
can devise, which are resorted to by one individoajet advantage over another in false representadccording to
Anyanwu (1993), fraud is an act or course of ddoapteliberately practiced to gain unlawful or ainfadvantage; such
deception directed to the detriment of another.

Accounting fraud is an act of knowingly falsifyirmgcounting records, such as sales or cost recordsder to boost the
net income or sales figures; accounting fraudlégdl and subjects the company and the executivesvied to civil
lawsuits (Arokiasamy and Cristal, 2009). Companfjcizis may resort to accounting fraud to reversgslor to ensure
that they meet earning expectations from sharehelethe public.

According to Karwai, (2002); Ajie and Ezi, (200@nyanwu, (1993); Okafor, (2004) and Adeniji, (20@4mmarize the
types of fraud on the basis of methods of pergetranclude the following but not exhaustive as thethods are devised
day in-day out to include: defalcation, suppressioutright theft and embezzlement, tampering wihberves, insider
abuses and forgeries, fraudulent substitutionsytinagized, unauthorized lending, lending to ghastdwers, kite flying
and cross firing, unofficial borrowing, impersomatj teeming and lading, fake payment, fraudulem oithe firms
documents, fictitious accounts, false proceeds alfection, manipulation of vouchers, dry postingiep invoicing,
inflation of statistical data, ledger accounts rpatation, fictitious contracts, duplication cheduaoks, computer fraud,
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misuse of suspense accounts, false declaratioastf shortages etc

Bozkurt (2003) opined that there are two typesrafid committed in business: Personal use of bssiresources and
Drawing up financial statements of the businessefgl Examples are: Embezzlement of the moneyndlits collection
but before it is recorded in accounts, tamperirg llank records and taking monetary advantage, ngpiadlvantage
through forgery of documents, making payments wisicbuld not be made or previously made, creatictifiius debts
and having payments done in favor of oneself, itmgnand scrap theft, office supplies and fixedeagkeft, creating
fictitious expenses and obtaining disbursemenéstiorg ghost employees and embezzling their waajasiss, benefiting
from overstated personal expenditures and sellirsiniess assets under the market value.

According to (Ozkul and Pamukc, 2012), the follogviare the objective of financial statement fraudcreasing the
market value of the business, making financiatest&nts consistent with budgets and obtaining urdarnings by
presenting falsely the value of the business.

When business frauds are analyzed, it is asceddhma three components come together when comaittie crime.
These are pressure, opportunity, and justificati@i constitute the fraud triangle. Componentsheffraud triangle are
similar to the fuel, spark, and oxygen which togettause fire. When the three come together, malyitfire breaks out.
Pressure factors could be gathered into three grqupssures with financial content, pressuresreiamfrom bad habits
and pressures related with job. Opportunity factsesthe second component of the fraud triangleyTdirectly involve
top management and owners of the business in plartidroviding the opportunity to commit fraudase of the most
important factors arising from frauds. Since theibess could greatly influence opportunity factbis point should
receive particular attention for fraud preventidine third component of the fraud triangle is fraeds developing
defence mechanisms in order to justify his/heroactSome efforts of the fraudsters to justify theimss and the excuse
they made up are: (a) | had borrowed the monemuld pay back, (b) This is in return for my effofor the business (c)
Nobody has suffered as a result of this and (dvehtaken the money for a good purpose. In ordewércome these
justifying excuses, business should explain ethlesr to employees, inform them that fraudsters dialéfinitely be
penalized, establish moral code in the organizatod provide training on them.

Over time, the importance of initial detection oaudd has increased because the number of fraudelenits has
increased. Detection of fraud begins with the iaatfon of red flags which indicates that somethimgrong (Ozkul and
Pamukc, 2012). This might come to light as a resfiltrends in the number of employees, managers, éctims
concerned about the loss in business assets. @herevo main ways to detect frauds: (a) Detectipreliiance and (b)
Conducting a proactive research and encouragitiglifdentification of symptoms

Many fraudulent acts have been detected in the lpasthance. Unfortunately, the incidence of frawdcpeds during
detection and losses consequently increase. In wasgs, people who are exposed to fraud in theniazon do know
that fraud was being committed, but could not biiintp light either because they are not sure amdilling to blame
someone directly or are unsure of how to go abepbnting it and might also be afraid of being lédxtlas whistleblower
(Ozkul and Pamuke, 2012).

Fraud is costly. According to the Association ofrified Fraud Examinations (ACFE), an estimated5%$8illion
worldwide were lost due to fraudulent financialtetaents, asset misappropriation, and corruptid0Oitil (ACFE, 2012).
In an effort to restore public trust in the audibfession, accounting standard setters have inedethe steps auditors are
expected to take in order to detect fraud. As alted the Enron and WorldCom debacles, auditoescarrently required
to adhere to the requirements of Statement on fugdBtandards (SAS) No. 99. (cited in Chui and P2&13). Rezaee
(2004) revealed that financial statement fraud ¢@s market participation more than USD$500 billduring recent
years, with serious litigation consequences. ltalso give a view towards companies who wishdoaate and increase
awareness among of the public regarding the sar@assof the fraud in Nigeria. This research weiddgo the awareness
and acceptance level of forensic accounting.

Karwai (2002) reported that the identification dfetcauses of fraud is very difficult. He statedtth@odern day
organizations frauds usually involve a complex wéltonspiracy and deception that often mask theahatause. Ajie
and Ezi (2000) are of the view that studies hawashthat on the average out of every ten (10) stafild look for ways
to steal if given the opportunity and thus only Idotour (4)be normally honest. The widespread feaim modern
organizations have made traditional auditing anestigation inefficient and ineffective in the detten and prevention
of the various types of frauds confronting busiesssorld-wide.

Oyejide (2008) opine that fraud is a subject tred teceived a lot of attention both globally andNigeria. This interest
has been heightened by several high profile cams&dving several organizations. Issues relatinraod have also been
the subject of rigorous theoretical and empiricadlgsis in the academic literature (Appah ans AppR010). In the
words of Adesola (2008), the threat of fraud to ¢hebal economy is better illustrated by the stmtisreleased by
Criminologists at a consultancy: over two hundrbdusand cases of online frauds were committed & Uhited
Kingdom in 2006, doubled the amount of real wodbbreries. The study revealed that 75% of card resemt fraud was
committed on-line in 2006. The global market is@@med about fraud in high and low places. We arg familiar with
Enron, WorldCom etc. We are also experiencing namice more frauds committed in the society.

The primary responsibility of an auditor is to ¥envhether the financial statements exhibit a tind fair view of state of
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affair of the business and their secondary respditgiis the prevention and detection of errorgl drauds. The primary
responsibility for the prevention and detectiorfrafud and error rests with both those charged withernance and the
management of an entity in spite of the fact tlvadrfcial statements are the representations ofidngagement. Some
authors have acknowledged that there are limitationthe way individual auditors make fraud judgisefwilks and
Zimbelman, 2004).

Furthermore, fraud, in whatever nature and guias,tb be detected first, since detected is an itapbprerequisite of
rooting out any sort of. On their own, auditors ae necessarily the most suitable group to perftrentask of fraud
detection. The company, by instituting approprifiteud prevention measures within its organisaticamy detect and
prevention non-management fraud (Hemraj, 2004%. thhe duty of the forensic accountant to detesutidr An increasing
number of studies examine the factors that temptsfito commit fraud, such as high-powered executieentives
(Johnson, Ryan, and Tian, 2005; Bergstresser ailghgtim, 2006; Efendi, Srivastava, and Swanson,62@®eng and
Roell, 2006), and weak board structure (Beasle96l®grawal and Chadha, 2005). However, firms with largest
defence contracts have less negative abnormalnestiman those with smaller contracts. Dyck, Mokmeg Zingales
(2006a, 2006b) examine the role of different maniip devices in fraud detection and find that médi@sed institutions
play a more significant role than regulatory-basestitutions.

2.3 Forensic Accounting and Fraud Detection

Albrecht, (2005) argued that fraud is rarely séémsaid that the symptoms of fraud are usually niesk The symptoms
do not necessarily mean fraud is being undergorieraay be caused by mistakes. The writer advicesnainly to be
cautious when fraud is reported as it may be fallsgations. Fraud is not easily proven since fsaualve themselves at a
safe line where authority could not convict therhisTshows that the author is explaining that tleeidr defaulters are
getting smarter due to the possible mistakes huraarcause. This has made detecting and proving féhard work for
a forensic accountant. There is a need for deamgratanding on how these defaulters work theurdutent act. Without
constant involvement of the public and improvemenfiorensic accounting, fraud cases will be hardi¢tect and thus
lead to greater success in financial fraud, whildo #&ranslates into the failure to meet the expemsta of the public,
shareholders or even other stakeholders.

Ramaswamy (2005) states that poor corporate goweenand accounting failure is one of the reasong fsdud cases
emerge. This is because poor corporate governaiticead to the ability of certain individual orgroup of people with
the same interest to act upon it to commit fraudugetivities in the company. He also states thatgroblems within the
corporate reporting system as a reason becauselobf well implemented policy of corporate goverca This can be
reinforced by the fact that top level managemenoukhfollow the policies of the firm which will hglthe company to
perform better. The problem comes from the fact tleatain corporate leaders do not have positittudé regarding the
policies.

Therefore, lack of honesty and transparency in ntempfinancial statement is another problem. laggeeable that an
auditor does not have the absolute duty to unciaed, but they should practice fair and true réipgrto ensure that the
interests of the public as well as the employeegantected. With the use of forensic accountingeines, auditors can
act as forensic accountants in cases of suspidrausl or criminal activities in a company. Ineffieet and inefficient
system of internal control which is stated by theghar points out that a weak management cannotheaged with
internal control system. Even if a company appdiesd internal control systems, the managementstiillbe the major
factor influencing the implementation. Companiesudti look towards new approaches rather than fotloevtraditional
approach as forensic accounting may be the nexaliesnative in resolving problems.

Ramazani and Refiie (2010) studied the accountgeeption of prevention methods of fraud. In tt@search they
examined accountants’ perception of forensic actiognwhich demonstrates the low extent of accourggrerception of
forensic accounting. Forensic accounting is comeifl@s one of the factors in fraud prevention. i@aker, Brody and
Pacini, 2006).

Okoye and Gbegi (2013) carried out a study on taduation of forensic accountants to planning managnt fraud risk
detection procedures. The study reveals that fareatountants effectively modify the extent andura of audit test
when the risk of management fraud is high, foremgicountants propose unique procedures that areropbsed by
auditors when the risk of management fraud is higiensic accountants can make to the effectiveakss audit plan
when the risk of management fraud is high, invajvfarensic accountants in the risk of managementdrassessment
process leads to better results than simply canguthem.

KPMG's Fraud Survey (2003) reveals that more corigsaare: recently experiencing incidents of fralbdntin prior
years; taking measures to combat fraud; and langaiéw antifraud initiatives and programs in regeoto the Sarbanes-
Oxley Act of 2002 (KPMG 2003). PricewaterhouseCasp@WC) 2003 Global Crime Survey indicates thatp&rcent
of respondents in 50 countries reported signifiaa@nomic crimes with the average loss per commdir$2,199, 930
(PWC 2003). These survey results underscore thertanpce of forensic accounting practice and edooati

Prior research (Rezaee 2002; Crumbley 2003 and; Z8@rson and Reider 1999, 2001; Rezaee, ReinstinLandar
1996; Rezaee and Burton 1997) reviews the liteeatur forensic accounting practices, certificatiosmsg education.
These studies also provide evidence indicating fbi@nsic accounting education has evolved fronmdpdimited, to
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continuing professional education sessions fortfmiag accountants, to a current state of beingreff as a credit course
by several universities. Buckhoff and Schraderigsdgt (2000) finds, “adding a forensic accounting rseuto the
accounting curriculum can greatly benefit the thneggor stakeholders in accounting education—acaciémstitutions,
students, and employers of accounting graduates.”

Empirical evidence from a study by Boritz, Kotchetcand Robinson (2008) confirms that forensic antants could
detect significantly higher number of fraud thamlitars. Srivastava, Mock and Turner (2003) in theirdy found that
forensic audit procedures significantly lowereduffaisks. Furthermore, research has also provamtiactive forensic
data analysis using computer based sophisticatelytemal tests can detect fraud that may remainotioed for years
(Brown, Aiken, and Visser 2007). A study by Biek&n Brody and Pacini (2006) researched accountpatseption
regarding fraud detection and prevention methotie findings revealed that organizational use oérisic accountants
was the least often used of any anti-fraud methddad the highest effectiveness rating. Thisnslar to the findings of
Ernst and Young's (2003) worldwide fraud survey,ickhstates that only 20% of organizations emploj@ensic
accountants although the satisfaction level forsér@ice 88% was the highest.

According to the US General Accounting Office (GAQP96), there is now a strong emphasis on fraeggntion and
detection during statutory audits. In fact the BditStates and international standards setters mmveased the
responsibility of auditors to consider the riskdrafud while conducting audits of financial statemnse There is even a call
for stronger forensic skills in those who perfotmege audits. This has been collaborated by En@iqR@ho submits that
all normal statutory audits should contain somenelats of forensic enquiry as the evidence of fréemuactivities can be
easily discovered if a thorough evaluation of tdequacy and compliance of the internal control raaidm is made. All
these are aimed at fraud prevention and detectan, this may not be achieved by an auditor witheome
understanding of forensic accounting methods (Efi@912).

3. Methodology

The objective of the present research is to anshermrresearch question and identify whether thera rglationship
between forensic accounting and fraud detectior. Survey method is selected for the purpose ofstoidy in order to
collect a sufficient amount of primary data. The a$ questionnaires is the most widely used daltactmn technique in
a survey and, in this study. The data collectedaav@ysed using Chi-square statistical software @h& regression
analysis these are employed and the results willdssl to validate or invalidate the hypothesis. Tihdings will be
discussed and conclusions will be drawn.

4.Data Analysisand Interpretation

This section of the study has been mapped outdtthai presentation and discussion of empiricalli®sAs it were, the
study attempts to examine empirically the impacfasénsic accounting on fraud detection such véemlas: Theft of
cash/suppression of lodgement, miscellaneous fréalsification of accounts, cashiering fraud, fatgeheques with
forged signature computer operator’s fraud. A pripryvariable fraud detection as independent vigmb

The method of Ordinary Least Squares (OLS) estigategression equations and was employed. The ehadithis
technique arises as a result of the fact thas, subject to some crucial assumption of the egontand this provides the
“best” (minimum variance), unbiased linear estimgLUE PRINT) of the parameter estimates of a Engguation
model. This again arises from the fact that the besar unbiased estimator of the unknown pararedteobtained by
minimizing the residual (error) sum of squares.

Table 1: Coefficients

Model Unstandardized Coefficients | Standardized t Sig.
Coefficients
B Std. Error Beta
(Constant) -2161.747; 901.781 -2.397 .139
TCSL -.001 .003 -.005| -.172 .879
FOA -200.037 16.850 -.018 11.872 .007
CF 229.711 .347 .994 662'746 .000
FCFS .000 .000 .005| 1.457 .282
COF .000 .001 -.023| -.754 .530

a. Dependent Variable: FD

FDprox = -2161.741 -.001TCSL-200.037FOA + 229.711,0BOFCFS+.0000COF
901.781 .003 16.850 7.34 .0000 .001
tva= -2.397 -172  11.872 662.764 -1.45 .754
A close examination of the Cochrane Occult resiftequation above shows that the results in genamal

66



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) g
Vol No.26, 2013 STE

satisfactory. The diagnostic statistics obtaineanfithe estimation exercise are very much impressioe example,
after adjusting for degrees of freedom, the R baased stood at 1.000, accounting which is abo0®d.6f the total
variations in the fraud detection carried out $iatisthe sample period 2007-2012, justifying apptyethat the fit
to the data to the model was very good. The fsttatagain reinforced this.

Table 2: ANOVA

Model Sum of Squares Df Mean F Sig.
Square
. 765557077258.7 1531114154 121182.96
Regression 5 5 =1 758 5 .000
Residual 2526946.16 2 1263473'22
Total 765559604204.:) 7

a. Dependent Variable: FD
a. Predictors: (Constant),

Table 3: Model Summary

Mod R R Square | Adjusted R Std. Error of the
el Square Estimate
1 1.000 1.000 1.000 1124.04318%

b. Predictors: (Constant), TCSL,FOA,CF,FCFS,EOF

Table 4: Excluded variables

Model Beta In T Sig. Partial Collinearity
Correlation Statistics
Tolerance
1 MF 963 36.035 .018 1.000 3.553E-006

a. Dependent Variable: FD
c. Predictors in the Model: (Constant), TCSL,FOA,CFHSGCOP.

Thus, with an f-value of 121182.966, the overalldelois found to be significant, hence the hypothesi a
significant linear relationship between fraud détetand forensic accounting explanatory variabi@sely, theft of
cash/suppression of lodgement, miscellaneous fifalsification of accounts, cashiering fraud, faggheques with
forged signature, computer operators fraud, aknalogether is as a matter validated. The impbcatif this is that
the estimated fraud detection equation has an bvgoadness-of-fit especially when the computedtdtistic
(121182.966) exceeds the critical value, easilsipasthe significance test. The standard-errorstifreation is also
high at 1124.043, hence taking the ratio of (s#ed,standard error of estimation, to the mean efdbpendent
variable, we have the error estimation is 901.781is again implies that a very high forecastingf@enance is
associated with the estimated equation.

Hence, both the residual variance and the errprediction are very high. The serial correlatioaasated with the
preliminary Ordinary Least Square (OLS) regressasults have been eliminated as evidenced by a @tWétic of
1.97. Also, the estimated parameters of the autessgye error specification reveals that all théowagressive
schemes i.e. first, second and third autoregressarameters are statistically different from zekere at the
conservative 1% level of significance. Considetimg individual significance of the variables, &létvariable of the
firm appears to have passed the significance test at the conservative 1% level. Thus, with alteaf 36.035
greater than the table t-value of 0.18 it is obsithat the coefficient of the fraud detection Vialeais significantly
different from zero.
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The sign and statistical significance of the vdaahakes it a policy relevant variable especialhew the results are
devoid of the problem of autocorrelation. The emopity evidence obtained with respect to this Valeashows that
a rising effect of forensic accounting of a firmedandeed affect the overhaul of the financial redgbdoes so in a
significantly positive way looking at the anovaltab

5. Summary of Findings

The application of forensic accounting services duoted companies in Nigeria is not effective in bing
fraudulent activities. The ineffectiveness of thmpdoyment of forensic accounting services by coapor
organization in Nigeria has strong implications $ound corporate governance. The emergence ofieelsssand its
growing sophistications have not done much in #duction of unwholesome practices in Nigeria assaged in
the dawn of the millennium by most corruption figts. Policy makers in the world have institutedges of which
some in the form of legislations just in an effarstampede the monster but everything seems irtelffective.

Test Statistics. Chi-Square= 180.611 Degree ofifsae= 36 Asymp.Sig=.000 (see appendices)

Level of Significance=0.05 With the level of sigodnce 0.05, degree of freedom 36, the computegevasing
Statistical Package for Social Sciences (SPSSB®611, while the tabulated figure is 9.49 meaniingt the
computed figure is higher than the tabulated. Heveeeject the null hypothesis and accept theradterwhich says
that Forensic accounting has strong relationshtp fwaud detection for public confidence and eratian of crime
and corruption in Nigerian economy Hypothesis;2Hdrensic accounting does not curb fraudulent giets/created
by traditional auditing style.

6. Conclusion and Recommendation

On the basis of this finding, the paper concludhes forensic accounting services provide firms Wt necessary
tools to deter fraudulent activities but does nobdraudulent activities.

The gap can be filled by introducing and adapt ffsi@ accounting as financial strategy to curb eatincand
financial crime:

« Forensic Accounting will provide litigation supp@ervice with appropriate provision of professioselvices in
the law courts

» Forensic Accounting will institute good corporatevgrnance in the public sector which will instalibtic
confidence in the government and the entire system.

« The traditional auditing has limitation in detedtifraudulent practices which the forensic accoutstamill
effectively fill. They have the professional ahjllback up by law to break into the organizationeysand examine
the books, make discoveries and present the dodanyasvidences in the law courts.

« The image of Nigeria in the international commuriiiys discouraged foreign direct investment becadise
economic and financial crime. This has effect omettspment, employment and the standard of livinthefpeople.
Eradication of economic and financial crime throtigh adoption of forensic accounting in the systgthimprove
the image of firms under review.

< Detection and prevention of corruption have gixiea to the profession of forensic accounting. Bthis fact,
the most important thing companies have to do wétiard to fraud is to prevent the crime from beingmitted.

« Government and regulatory authorities should enshee provision of standards and guidelines to ragul
forensic activities and above all Nigerians shaemabrace integrity, objectivity, fairness and acdabitity in their
day-to-day activities.
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Appendix
Regression
Variables Entered/Removed®
Model Variables Entered Variables | Method
Removed
TCSL,FOA, CF4
1 FCFS, COE | Enter
a. Dependent Variable: FD
b. Tolerance = .000 limits reached.
Model Summary
Model R R Square | Adjusted R Std. Error of the
Square Estimate
1 1.000 1.000 1.000 1124.043184
d. Predictors: (Constant), TCSL,FOA,CF,FCFS,EOF
ANOVA?®
Model Sum of Squares Df Mean F Sig.
Square
Reqression 765557077258.7 5 1531114154 121182.96 000
9 2 51.758 6 :
Residual 2526946.16] p| 1203473
Total 765559604204.;’ 7
a. Dependent Variable: FD
b. Predictors: (Constant),
Coefficients”
Model Unstandardized Coefficients | Standardized t Sig.
Coefficients
B Std. Error Beta
(Constant) -2161.747 901.781 -2.397 .139
TCSL -.001 .003 -.005| -.172 .879
FOA -200.037 16.850 -.018 11.872 .007
CF 229.711 .347 .994 662'746 .000
FCFS .000 .000 .005| 1.457 .282
COF .000 .001 -.023| -.754 .530
a. Dependent Variable: FD
s
Excluded Variables®
Model Beta In T Sig. Partial Collinearity
Correlation Statistics
Tolerance
1 MF 963 36.035 .018 1.000 3.553E-006

a. Dependent Variable: FD
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e. Predictors in the Model: (Constant), TCSL,FOA, CFHSGCOP.

Results for: Wor ksheet
Chi-Square Test: SA, A, UD, D, SD

Expected counts are printed below observed counts
Chi-Square contributions are printed below expectahts

SA A UD D SD Total
1 17 8 5 0 0 30
1190 9.20 490 220 1.80
2.186 0.157 0.002 2.200 1.800

2 3 4 7 8 8 30
11.90 9.20 4.90 220 1.80
6.656 2.939 0.900 15.291 21.356

3 4 5 8 5 8 30
11.90 9.20 490 2.20 1.80
5.245 1.917 1.961 3.564 21.356

4 20 8 1 1 0 30
11.90 9.20 4.90 220 1.80
5.513 0.157 3.104 0.655 1.800

5 4 14 10 1 1 30
1190 9.20 490 220 1.80
5.245 2.504 5.308 0.655 0.356

6 6 10 9 4 1 30
11.90 9.20 490 2.20 1.80
2.925 0.070 3.431 1.473 0.356

7 19 9 2 0 0 30
11.90 9.20 4.90 220 1.80
4.236 0.004 1.716 2.200 1.800

8 17 12 1 0 0 30
1190 9.20 490 220 1.80
2.186 0.852 3.104 2.200 1.800

9 25 5 O 0 0 30
11.90 9.20 490 2.20 1.80
14.421 1.917 4.900 2.200 1.800

10 4 17 6 3 0 30
1190 9.20 490 220 1.80
5.245 6.613 0.247 0.291 1.800

Total 119 92 49 22 18 300

Chi-Sq = 180.611, DF = 36, P-Value = 0.000
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