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COMBATING FINANCIAL CRIMES THROUGH
FORENSIC ACCOUNTING IN NIGERIAN PUBLIC SECTOR

Financial crimes are a global issue which remains unresolved. These crimes have plagued every
corner of the world economy. The adverse effect of these crimes is immense in Nigeria. Continuous
research confirmed a strong demand for the forensic accounting of preventing, detecting and arresting
of financial crimes menace in Nigeria and the rest of the world. However, the studies of combating
financial crimes through forensic accounting are very few in literature and not fully explored in Nige-
rian public sector. This study therefore, sets to examine the impact of forensic accounting techniques
for combating financial crimes in Nigerian public sector. This study employs a survey research design
and purposive sampling technique to select the sample of eighty six (86) accountants and auditors of
the three selected ministries in Osun State, Nigeria. Both primary and secondary data were collected.
The primary data was collected through a designed structured questionnaire. The data collected was
analyzed using descriptive and inferential statistical tools. It was found that combating of financial
crimes in Nigerian public sector through the application of forensic accounting is possible as the p—
value = 0.00 < 0.01. This study therefore concluded that, government of Nigeria should increase the
interest in and facilitate the growth of forensic accounting by giving legal backing for proper monitory
and investigation of alleged cases of financial crimes. This study recommended that, all government
ministries, agencies and parastatals should establish forensic accounting unit to help strengthen inter-
nal controls and ensure thorough investigation in order to prevent, deter and detect financial crimes
and the University regulatory body as well as the accounting professional bodies should ensure that
forensic accounting courses are included in the curricula to ensure the training and increased aware-
ness of forensic accounting in Nigeria.

Key words: Forensic Accounting, Financial Crimes, Nigerian Public Sector.

A.A. Onaone

DKUTU MEMAEKETTIK YHuBepcuTeTi, Hurepus, AAO-IKUTH K.,
e-mail: olaoyeazeez@gmail.com

HurepusiHbiH, MEMAEKETTIK CEKTOPbIHAA
COT-0yXraATepaik ecernke aAy apKbiAbl
KAPXXbIAbIK, KbIAMbICKA KapCbl Kypec

Kap>kblAbIK, KbIAMbIC — OyA wewiAMereH >xahaHAblk npobAeMa. ByA KbIAMbICTAp 8AEMAIK
3KOHOMMKaHbIH GapAbIK, XKakTapblHa acep eTeai. ByA KblAMbICTapAblH Tepic caspapbl Hurepusiaa
opacaH 30p. YHeMi XyprisiareH 3eptreyaep Hurepms MeH 6yKiA 9AeMAE Kap>KbIAbIK, KbIAMbBICTbIH aAAbIH
aAy, aHblKTay X8He XOAbIH KeCy YLIiH COT-OyXraATEpAIK ecenke aAyFa YAKEH CypaHbICTbl pacTaAbl.
AAanaa, COT-OyXraATEPAIK ecenke aAy apKbiAbl KAPXKbIAbIK, KbIAMbBICKA KAPCbl KYPEC TypaAbl 3epTTeyAep
aAebMeTTEPAE CHMPEK Ke3AeCeAl xoHe HureprsHblH MEMAEKETTIK CEKTOPbIHAQ TOAbIK, 3ePTTEAMETrEH.
CoHablKTaH, 6yA 3epTTey Hurepusiaarbl MEMAEKETTIK CEKTOPAAFbI KAP>KbIAbIK, KbIAMBICKA KApPChbl KYpecke
COT-OyXraATEPAIK ecerke aAy sAICTepiHiH 8cepiH 3epTTeyre OarbiTTaAraH. byA 3epTTeyae cekceH aATbl
(86) ecenLui MeH ayAMTOPAAPABIH, iWiHeH Hurepusaarbl OCyH WITATbIHAAFBI VLU MUHUCTPAIKTIH, iLLiHEeH
TaHAQY YLiH 3epTTey AM3aiHbl MEH MAKCaTTbl ipiKTey 9AICi KOAAQHBIAABI. bacTankbl aHe KocbiMLIa
MBAIMETTEP >KMHAAAbI. bacTankpl AepekTep KYPbIABIMAQAFAH CayaAHaMaHbl ManMAAAAHbBIM XXMHAAADI.
KrHanFaH MeAIMeTTep CMMaTTaMaAblK, >KOHE AOIMKAAbIK, CTaTMCTMKAABIK, KYpPaAAapAbl ManAaAaHa
OTbIPbIN TaAAAHAbIL. HUrepusiHbiH MEMAEKETTIK CEeKTOPbIHAA COT-OYXraATepAIK ecernke aAy KOAAAHY
apPKbIAbI KApXKbIAbIK, KbIAMbICKA Kapcbl Kypec p-value = 0.00 <0.01 ekeHi aHbikTaAAbl. COHAbIKTaH,
6yA 3eptTey Hurepust ykiMeTi COT-OyXraATEpAIK ecernke aAyfa Kbi3bIFYLbIAbIKTbI apTTbIPbIr,
6oAXKaHFaH KapP>XKbIAbIK, KbIAMBICTbI THICTI TypAe 6akbiAdy MeH TepreyaiH KyKbIKTbIK, HErisiH ycblHa
OTbIPbIM, OHbIH AaMybIHA bIKMaA €Tyi KepeK AereH KOpbITbIHAbIFA KeAAi. 3epTTey 6apAbiK, YKIMeTTiK
MUWHUCTPAIKTEPre, AernapTaMeHTTepre >K8He >KapTblAai MEMAEKETTIK yibIMAApFa ilKi 6akblAayAbl
KYLLEeNTyre KOMeKTEeCeTiH XXoHe KapKbIAbIK, KbIAMbICTbIH, aAAbIH aAY, aHbIKTay >KeHe aHblkTay 6obIHLLIA
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MYKMST TEPreyAepAi KamTaMachi3 eTyre KeMeKTeCeTiH COT-OyXraATepAik ecenke aay 6eAiMiH KypyFa,
aA YHMBEPCUTETTIH peTTeyLli opraHAapbl MeH Kacibm ByxraATepAik opraHaapra oky OarAapAamacbiHa
COT-BYXraATepPAIK ecernke aAy KypcTapbiH KOCYAbl YCbIHADI.

TyiiH ce3aep: coT-OyxraATepAik ecenke aAy, Kap>KblAblK, KbIAMbIC, Hurepusaarbl MEMAEKETTIK
CeKTop.
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e-mail: olaoyeazeez@gmail.com

bopb6a ¢ PMHAHCOBLIMM NMPECTYNAEHUAMM
C MOMOLLBIO CYyAeOHOIM ByXraATepun
B roCyAapCcTBeHHOM cektope Hurepun

(urHaHCOBbIE MPECTYnAeHUsi — 3TO rAobaAbHasi NpobAema, KOTopasi OCTAaeTCsl HepeLueHHOW.
ITU NPecTynAeHns NnopasuAmM BCE YrOAKM MMPOBOM 3KOHOMUKKM. OTpuLAaTEAbHbIE NMOCAEACTBUS 3TUX
MPEeCTYNAEHWIA OrpPOMHbI Mo MacwTabam B Hurepun. HenpepbiBHble MCCAEAOBaHMS MOATBEPAMAM
BbICOKMI CMPOC Ha CyAeOHYlo OyXraATepumio AASl MPEAOTBPALLEHMS, OOHAPY>KEHUSI M MpeceyveHus
(pMHaHCOBbIX MpecTynAaeduin B Hurepum n Bo Bcem mumpe. OAHAKO MCCAeAOBaHWMIA Mo 6Gopbbe C
(PMHAHCOBbIMM MPECTYMNAEHMSAMM C MOMOLLBIO CYA€BHOM ByxraATepun OuYeHb MaAo B AMTEpaType, M
oHM cAabo U3ydeHbl B rocyaapcTBeHHoM cektope Hurepun. Takum o6pasoM, AaHHOE MCCAeAOBaHMeE
MPU3BaHO M3YUYUTb BAMSHME METOAOB CyAebHOM OyxraaTepum Ha 6opbOy C  (PMHAHCOBbIMM
NPecTynAEHUsSIMM B rOCYAQPCTBEHHOM cekTope Hurepmn. B 3ToM MccAepOBaHMM MCMOAb3YETCS MAQH
MCCAEAOBAHMS M METOA LEAEHaNpPaBAEHHOM BblGOPKM AAS OTGOpa M3 BOCBMMAECATM wwecTu (86)
GYXraATEPOB M ayAMTOPOB Tpex BbibpaHHbIX MUHUCTEPCTB B wtaTe OcyH, Hurepus. bbian cobpatbl
Kak rMepBMYHble, Tak W BTOPUYHbIE AaHHble. [lepBMUHble AaHHble OblAM COOpPaHbl C MOMOLLbIO
pa3paboTaHHOM CTPYKTYPMPOBAHHOM aHKETbI 1 MPOaHAAM3MPOBAHbI C MCMOAb30BAaHMEM MHCTPYMEHTOB
OMMcaTeAbHOM M AOTMYECKOM CTaTUCTUKM. BbISCHUAOCDH, UTO 6opb6a C (PUHAHCOBLIMU NMPECTYMNAEHUSIMN
B rOCyAQPCTBEHHOM cekTope Hurepum nytem rnpumeHeHusi cyAe6HOM GyxraATepum BO3MOXKHA Mpu
p-value = 0,00 < 0,01. ABTOPOM CAEAaH BbIBOA O TOM, UTO MPaBUTEAbCTBY Hurepum caeayer
MOBbICUTb MHTEPEC K CYAEOHOM ByXraATepum 1 CnocobCTBOBATL €€ Pa3BUTUIO, NMPEAOCTABUB MPABOBYIO
OCHOBY AAS HAAAE>KALLLEro MOHMTOPMHIA U PAaCCAEAOBaHUS MPEANOAAraembiX CAyYaeB (OMHAHCOBbIX
npecTynAaeHuii. B pesyAbTtaTe nccaepAoBaHMS BCEM NPaBUTEAbCTBEHHbIM MMHUCTEPCTBAM, BEAOMCTBAM
M MOAYrOCyAQpPCTBEHHbIM OPraHM3alMsM PEKOMEHAOBAHO CO3AATb OTAEA CYAeOHOM Gyxraatepuu,
4yTO6bl MOMOYb YKPENUTb BHYTPEHHMIA KOHTPOAb M 06eCneunTb TWATEAbHOE PACCAEAOBAHUE B LIEASX
NPeAOTBPALLEHUS, CAEPXXMBAHUS U BbISIBAEHWUS (PMHAHCOBbLIX MPECTYMAEHUI, a pPeryAvpylolemy
opraHy YH/BEPCUTETa, a TakxKe NPodecCMoHaAbHbIM OpraHam GYXraATEpPCKOro yueTa BKAIUUTb KYPChbl
cyaebHOM BGyxraaTepun B yuebHble MporpamMmbl AAS 0OYYEHMS! M MOBbILEHUSI OCBEAOMAEHHOCTU B
obaacTu cyaebHoi byxraatepun B Hurepuu,

KatoueBble cAoBa: cyaebHas Gyxraatepusi, (PMHAHCOBbIE MPECTYNAEHUS, FOCY AAPCTBEHHbIN CEKTOP
Hurepumn.

Introduction

The rise in financial crimes at the beginning
of the twenty-first century was associated with in-
creased financial crisis incidence and awareness,
thereby questioning the role of forensic accoun-
tants on their prevention and detection (Ezejiofor,
Nwakobu & Okoye, 2016). Oyeokun (2017) affirms
that corruption and other financial and economic
crimes are the bane of Nigerian development ef-
forts and harm the economy but the perceived lack
of the appropriate litigation support services in the
court is a principal cause of misjudgment. Continu-
ous research confirmed a high demand of the pre-
vention and uncovering of these crimes by institu-
tions and nations as a response to closer scrutiny
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of the financial activities of government ministries
and agencies (Evans, 2017). Financial crimes (FCs)
committed by individuals and organizations include
fraud of any kind, money laundering, embezzle-
ment, bribery, extortion, corruptions and tax evasion
(Izedonmi & Ibadin, 2012). Most of these financial
crimes are difficult to detect, through the statutory
audits and most of those detected are not reported
for fear of bad publicity (Dada, Enyi & Owolabi,
2013).

Forensic Accounting emerged in response to the
high incidence of frauds (Ugwuja, 2016). The ori-
gin of forensic accounting could be traced back to
1800s but was coined in 1946 by Peloubet (Abuh &
Adio, 2018). Forensic accounting comprises investi-
gation, litigation support and dispute resolution and
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the upsurge in financial crimes in countries and the
world as a whole accentuated the need for the appli-
cation of its techniques (Dada, et al. 2013). Forensic
accounting is gaining dominance in fighting against
fraud and other financial crimes (Adeniyi, 2016).
However, some of these financial crimes are diffi-
cult to detect, through the statutory audits and most
of those detected are not reported for fear of bad
publicity (Dada, Enyi et al., 2013). Statutory audit-
ing may uncover some financial crimes, but detailed
disclosure of these crimes and their prosecution
demand special techniques and forensic account-
ing application is perceived to provide these tech-
niques (Naziru & Aidi, 2018). Forensic accounting
is capable of bridging statutory audit expectation
gap relating to fraud prevention, detection, and
prosecution of financial crime (Rabiu, Noorhayati
& Muhammad, 2015). The use of forensic account-
ing techniques could better enhance the prosecution
of financial crime cases than the statutory audit-
ing (Evans, 2017).

A review of the literature on financial crimes
disclosed that these crimes are growing prob-
lems that have an impact on the world’s econo-
mies (Raymond, Nkiru, Jane & Okoye, 2016). Re-
cently, the Federal Bureau of Investigation of United
States of America estimated that more than three
hundred billion dollars ($300) is loss annually to
fraud and many of these crimes are difficult to iden-
tify due to the concealment of the perpetrators’ ac-
tivities (Evans, 2017). FCs was also attributed to the
collapse of Enron, WorldCom, Tyco, Adelphia, to
corporate fraud where $460 billion was said to have
been lost. More so, Cadbury Nig Plc whose books
were criminally manipulated by management was
credited to have lost $15 million in Nigeria (Eze-
jiofor et al., 2016). In response to these financial
crimes, many countries have championed the fight
against them in the history of the whole world. The
American Institute of Certified Public Accountants
(AICPA) suggested that more forensic accounting
techniques and procedures should be incorporated
in the detection of financial reporting since auditors
and forensic accountants have different training,
skills and mindsets (Evans, 2017).

This study covers three selected ministries in
Osun State, Nigeria. However, the studies of com-
bating financial crimes through forensic accounting
are very few in literatures and not fully explored in
the Nigerian public sector. It is against these gaps
that this study set out to examining the impact of fo-
rensic accounting on combating financial crimes in
Nigerian public sector. Specifically, this study seeks
to determine the impact of forensic accounting tech-

niques (FATSs) such as interviewing and interroga-
tion, business intelligence, data mining and financial
ratio analysis as mechanisms for combating finan-
cial crimes in Nigeria public sector. Findings from
this study would be of great value to policy makers
and Nigerian government as it would create more
awareness to anti-corruption agencies, accounting
practitioners, accounting lectures and students, fu-
ture researchers, and indeed the general public on
the impact of forensic accounting in combating fi-
nancial crimes at a time like this, when the country
is deeply soaked in and characterized by corruption,
frauds and other financial crimes that remain the
worst enemy to Nigerian economy.

Conceptual Review

Forensic Accounting

The term” forensic accounting” was coined in
1946 by Peloubet but had been in existence as far
back as 1800s (Evans, 2017). Forensic account-
ing is also known as investigative accounting,
fraud audit and even judicial accounting (Nenyiaba,
Osisioma & Okoye, 2015). Forensic accounting is
the unification of accounting, auditing, investiga-
tion, and law (Mohammed & Peter, 2016). Foren-
sic accounting is the examination and interpretation
of legal facts and evidence, and expert witnessing
in the court of law (Tim & Sam, 2016). Forensic
accounting is a specialized accounting field which
makes use of auditing and with investigative skills
to assist in legal matters that arises from activities of
current and potential disputes or litigation (Manas,
2014). Forensic accounting is an aspect of account-
ing that is suitable for a higher level of assurance
for law courts (Akenbor & Ironkwe, 2014). Foren-
sic accounting is a generally accepted accounting,
auditing principles, and accounting expertise to es-
tablish losses or gains, property, damages, the effec-
tiveness of internal controls and frauds for the legal
system usage regarding criminal and civil disputes
(Anuolam, Onyema & Ekeke, 2016; Olaoye, Og-
undipe & Dada, 2019). Forensic accounting prac-
tice began in 1817, where a decision of a court on
bankruptcy was based on the testimony of an ac-
countant (Evans, 2017). A Scottish accountant used
his knowledge and expertise through opinion to
support arbitration proceedings in the 1820s (Eze &
Okoye, 2019). The term “Forensic accounting” was
used by Kautilya who stated several means of em-
bezzlement in 1946 (Ehigbiren, 2016). In a nutshell,
forensic accounting is the accounting spoken in the
language of the law. It is a specialized area of ac-
counting practices that employs accounting, audit-
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ing, investigation and legal skills and knowledge to
provide evidence of information suitable or relevant
to legal issues.

In Nigeria, forensic accounting happens to be an
expensive service which can only be afforded by big
companies. Thus, most of these companies prefer to
settle issues outside the litigation to avoid the ex-
pensive cost involved and the risk of bad publicity
which may affect the image of their entities. Aside
that, forensic accounting is a new accounting phe-
nomenal in developing economies including Nigeria
and the professional accountants with adequate tech-
nical knowledge on forensic matters and application
are rear in Nigeria. Aduwo (2016) discloses that an
important challenge to the application of forensic
accounting in financial fraud control in Nigeria is
that law failed to incorporate latest technology in
fraud detection. Aduwo (2016) further explains that
the task of gathering information that is admissible
in a court of law; the acceptance of evidence in com-
pliance with the laws of evidence is crucial to suc-
cessful prosecutions of criminal and civil claims and
the globalization of the economy and the fact that a
fraudster can be based anywhere in the world has led
to the problem of inter-jurisdiction. Although, the
Institute of Forensic Accountants (IFA) Nigeria was
incorporated under Limited by Guarantee by the
Corporate Affairs Commission (CAC), Abuja after
receiving the written consents of the Federal Min-
istry of Education, the attorney General, and Min-
ister of Justice of the Federation, Abuja. (Faboyede,
Makoro & Ben-Caleb, 2013). But still, the applica-
tion of forensic accounting in Nigeria has not been
given wide usage by the government and yet to gain
popularity in both private and public sectors of the
economy.

Forensic Accounting Techniques (FATS)

Forensic accounting techniques (FATS) are the
viable tools for investigating financial crimes (FCs)
like financial frauds, corruption embezzlement,
money laundry just to mention but a few. Faboyede,
Makoro and Ben-Caleb (2013); Gbegi and Adebisi
(2013); Dickson, Ogijo and Samuel (2013), Aduwo
(2016), Ezejiofor et al. (2016) and among others
identified the following FATs: Business intelli-
gence, forensic analytics, background investigation,
the use of red flag and offender profiling. This study
however covers only business intelligence and fo-
rensic analytics.

Business Intelligence

Business intelligent is the intelligence used to
conduct financial investigations, prepare evidence
for the purpose of law enforcement and the pros-
ecution of the offenders (Faboyede et al., 2013).
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Quite recently the corporate world has adopted
the use of, business intelligence to directly inves-
tigate an employee being suspected to be involved
in illicit business activities (ACFE, 2013; Jephitha
Gillian & George, 2019). Surveillance can provide
financial investigators with a wealth of general in-
formation in order to combat FCs by physically
follow and observe the subject while remaining
undetected (Gbegi et al., 2013; Aduwo, 2016). Fo-
rensic firms normally subscribe to various public
databases to gather business intelligence through
the database on individuals and companies; that can
assist the forensic accountants to obtain the intelli-
gent information in South Africa (Benjamin, 2012).
Through the trash collection, people routinely dis-
card papers, receipts, credit card slips, bank state-
ments, cancelled cheques, repair bills, tax assess-
ment records, correspondence and other personal
items that while alone are meaningless, when con-
sidered together can offer a detailed picture of the
suspect’s activities (Ezejiofor et al., 2016).

Forensic Analytics

Forensic analytics contains some techniques
like Data mining, ratio analysis and many others.
Data mining (DM) derives its name from search-
ing for information in a large database. DM has to
do with the ability of the researcher to search and
analyze data in order to find the implicit but poten-
tially useful information which has been buried due
to the passage of time on the gigabytes of the system
(Dickson et al., 2013). It is useful in an exploratory
analysis, where there is no predetermined inter-
est outcome (Glenn & Matthew, 2004). DM uses a
board family of computational methods which are
statistical analysis, decision trees, neural network,
rule induction and refinement, and graphic visual-
ization (Ezejiofor et al., 2016).

The accountants use ratio analysis (RA) is com-
puted to determine how well the firm is doing in
the current year over the previous years (Ibrahim,
Adeyemi & Odunayo, 2015). RA could also be em-
ployed in the same way to check on the financial
health of the company when it has to do with fraud
because it will serve as a pointer to waste, abuse and
fraud (Ibrahim, Rose & Mohammed, 2016). RA can
identify fraud by computing the variance in a set of
transactions and then calculates the ratios for the
selected numeric field (Igweonyia, 2016). If the re-
sult of ratio of the highest value to the lowest value
that is maximum / minimum is close to 1, the fo-
rensic accountant will know that there is no much
doctoring of the result. This implies that there is no
much variance between the highest and the lowest
prices. But if the ratio is large, this is an indication
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that too much was paid for the product than required
which indicates the possibility of fraud (Ezejiofor et
al., 2016).

In view of the above, it is established that foren-
sic accounting techniques (FATSs) are being used in
developed countries and can as well be employed
in Nigeria and other emerging economies to expose
the cases of financial crimes (FCs). FATs serve as
mechanisms for bringing the FCs offenders to jus-
tice (Williams, 2004). The use of FATs during the
FCs investigation can address the problems of FCs
cases that have lost stemming from inadequate lit-
igation procedures which may lead to a poor pre-
sentation by lawyers and subsequently inaccurate
judgments by judges. In detecting and deterring
FCs such as corruption, money laundry and frauds
of all kinds, FATs have been argued in literature to
be the most important techniques. Okoye, Adeniyi,
and Obidi (2019) affirm that the employment of fo-
rensic accounting technique can prevent corruption,
and investigate and detect tax evasion, embezzle-
ment, money laundry and other FCs in Nigeria. It is
a known fact that tax evasion is an illegal mean of
reducing tax liability which involves falsification of
books, fraudulent non-disclosure of income and sup-
pression of income, and the financial criminals may
decide not to keep adequate and complete records
of their financial transactions with a plan to evade
tax payments. This can be detected and exposed
through data mining of forensic analytics. More so,
money laundering is another financial crime that
represents illegal flow of funds across the borders
(Williams, 2004). However, money launders can be
tracked and prosecuted through the application of
business intelligent.

Financial Crimes

Financial crimes (FCs) on the other hand,
have been variously described in literature. Wi-
kimedia dictionary defines FCs as crimes involv-
ing the unlawful conversion of property belong-
ing to another to one‘s own (Evans, 2017). The
financial crimes (EFCs) as described in the Eco-
nomic and Financial Crimes Commission’s Act
of 2004 in Nigeria is the “violent, criminal and
illicit activities committed with the objective of
earning wealth illegally in a manner that violates
existing legislation” (Izedonmi, 2012). FCs are
usually committed by individuals and organiza-
tions include corruptions, money laundering,
embezzlement, bribery, extortion, tax evasion,
fraud of any kind, illegal oil bunkering, illegal
mining, artificial pricing, theft of intellectual
property and piracy, foreign exchange malpractice
including counterfeiting, currency (Izedonmi et

al., 2012; Anuolam et al., 2016; Ameka & Ikhat-
ua, 2016 & Evans, 2017).

Corruption is the most popular form of finan-
cial crime. Corruption by public officials (Politi-
cal corruption) is tantamount to stealing from the
poor. Corruption may appear in form of corruption
fraud which includes conflicts of interest, bribery,
and extortion (Anuolam et al., 2016 & Evans, 2017).
Bribery is a situation whereby money or something
else of value is offered in order to influence a situ-
ation or person (Dada et al., 2013). Extortion is the
opposite of bribery, and happens when money is de-
manded rather than offered in order to secure a par-
ticular outcome (Dada et al., 2013). The fraudsters
use conflict of interest fraud to exert their influence
to achieve a personal gain which detrimentally af-
fects the company (Lawan, Magaji & Naziru, 2018).
The fraudster may not benefit financially, but rather
receives an undisclosed personal benefit as a result
of the situation (Egbunike & Amakor, 2013).

Money laundering represents the illegal flow of
funds across the borders. The Money Laundering
Prohibition Act of 2004 of Nigeria provides that no
person or corporation or organisation is allowed to
make or accept cash payments of a sum in excess
of N500,000.00 or its equivalent in the case of an
individual, and N2,000,000.00 or its equivalent in
the case of a corporation, unless such cash payment
or acceptance is undertaken through a financial in-
stitution. Also, a transfer of funds or securities to or
from a foreign country in excess of US$10,000 or
its naira equivalent must be reported to the Central
Bank of Nigeria (CBN) or the Securities and Ex-
change Commission (SECI) in the case of a public
corporation (Ijeoma, 2015).

Embezzlement is another type of FCs (Evans
2017). Embezzlement is improperly taking mon-
ey from someone to whom you owe some type of
duty (Ehiogbiren & Atu, 2016). The most common
example is a company employee that embezzles
money from his employer for example by siphon-
ing money into account (Joseph, Okike & Yoko,
2016). Tax evasion is also a FCs. Tax evasion is
a crime through which the perpetrator attempts to
avoid taxes they would otherwise owe. Tax evasion
can range from simply filling tax forms with false
information to illegally transferring property so as
to avoid tax obligations. Individuals as well as busi-
ness can commit tax evasion (Jacqui-Lyn, Constant,
Jan & Albert, 2014). Any kind of fraud is a financial
crime (Izedimi et al., 2012). Ifath, Pranathi, Asra
& Amathun (2014) define fraud as the use of one’s
occupation for personal enrichment through delib-
erate misuse or misapplication of the employing
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organization’s resources or assets. Ozili (2016) de-
scribes fraud as any act of deception performed by
somebody to cheat or deceive another person to his
detriment or the detriment of any other, or to cause
injury or loss to another person while the perpetrator
has a clear knowledge. These frauds include misap-
propriation of assets, employee theft, management
theft, pay roll fraud, corporate frauds, security fraud,
insurance fraud, credit card fraud and some of oth-
ers (Okoye & Gbegi, 2013; Ogirili & Appah, 2018).
About employee theft, Akepe (2015) assert that cash
is the favourite of fraudsters; and this accounts for
about 77.8% of asset misappropriations in the U.S.
According to Karen (2003), much of cash is taken
by outright cash larceny and skimming. Larceny oc-
curs when cash is taken or stolen after it has been
recorded. Skimming occurs when theft of cash takes
place before cash is recorded. The management
thefts are committed when management over-rides
the controls instituted by themselves to prevent the
thefts they now commit (Okoye, Adeniyi & Obidi,
2019; Okoye, Adeniyi & James, 2019)

The financial crime of payroll fraud is usually
fast tracked by a payroll clerk, internet facility or
through the connivance and collusion of another
staff (Yucel, 2010). Also, corporate frauds are in-
tended to benefit the company. Categories of these
frauds include financial statement fraud, anti-trust
violation; securities frauds, tax evasion, false ad-
vertising, environmental crimes and the production
of unsafe product (Gbegi & Habila, 2017; Ifeanyi
& Joseph, 2018). Asset misappropriation is also a
fraud. The common feature the asset misappropria-
tion is the theft of cash or other assets from the com-
pany, for example cash theft involves the stealing of
physical cash like petty cash, from the premises of
a company (Ile, & Odimmega, 2018). Obviously, fi-
nancial crimes are motivated by factors such as cor-
rupt corporate culture and conventionality. When a
corrupt culture is lived and practiced every day at
the workplace, this would constitute enormous pres-
sure to financial crimes. In addition, the white-collar
criminals live conventional lives. Conventionality
and stability give the financial crimes the founda-
tion of the trust. Such trust creates the opportunity to
commit financial crime. Thus, conventionality and
stability leads to opportunity to commit financial
crime which is then rationalized (Izedomin et al.,
2012; Ezejiofor et al., 2016).

From the above points of view, it is clear that
financial crimes (FCs) have significant impact on
the world” economies. FCs which manifest virtu-
ally in both public and private sectors have posse
serious threats to the survival of Nigerian economy.
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Nigerian government has lost funds through these
illicit practices (Abuh & Acho, 2018). In response to
these, the governments put in place some measures
like assets declaration of the top government offi-
cials and political office holders and strengthening
the mandate of the Economic and Financial Crimes
Commission (EFCC) and the Independent Corrupt
Practices and Other Related Offences Commission
(ICPC) through the application of FATs such as
business intelligence to investigate, detect and pros-
ecute the alleged person (s) for FCs cases. to combat
the crimes. FCs is a wide concept which include tax
evasion, bribery and corruption, illegal oil bunker-
ing, treasury looting or embezzlement, illegal min-
ing, theft of intellectual property and piracy, child
labour, money laundering, prohibited goods, drug
trafficking, foreign exchange malpractice like coun-
terfeiting currency, open market abuse, other fraud-
ulent practices of all kinds are the criminal activities
of earning illegal wealth. FCs have become promi-
nent in Nigeria due to limitation and weakness of the
statutory auditing as some of the audit procedures
suffer from obvious deficiencies, statutory audits ex-
pectation gaps, while most of the evidence provided
by the auditors are still limited and may unable to ef-
fectively detect corruption, financial frauds and oth-
er forms of FCs. Lack of administrative autonomy
and independence on the part of internal auditors is
another issue. There is a general belief that the ser-
vices of forensic accountants are needed in the face
of increasing FCs activities. Thus, the application of
forensic accounting techniques during the investiga-
tion of FCs offences can provide advices to experts
in determining whether or not the accused person
has to face legal consequences.

The Nigerian public sector entails all the public
organizations and their activities being conducted
by the government machineries. The simplest defi-
nition of ‘Public Sector’ is “all organisations which
are not privately owned and operated, but which are
established, run and financed by Government on be-
half of the public” (Abuh et al., 2018). This defini-
tion conveys the idea that the public sector consists
of organisations where control lies in the hand of
the public as opposed to private owners, and whose
objectives involve the provision of services where
profit making is not a primary objective (Abuh et al.,
2018). The menace of FCs in public sectors of Ni-
geria economy is a major disease that is killing her
economy. Although, the problem of corruption and
other FCs is a global issue but the extent at which
they are being perpetrated in Nigeria especially in
the public sector is seriously alarming (Williams,
2004). Williams (2004) adds that the several detec-
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tion tools such as systems of internal controls, op-
erational audits and corporate code of conduct that
are currently being employed in Nigeria are not pro-
active enough to deal with FCs menace. Literature
shows that different mechanisms are being adopted
to combat the menace of these FCs but FATs appears
to be the most effective tools currently being em-
ployed in most developed economies. Evans (2017)
affirms this that the effective application of FATs
can investigate and detect economic and financial
crime cases. Thus, the use of FATs in Nigeria could
enhance the prosecution of FCs allegations.

Theoretical Review

White Collar Crimes Theory

This study is anchored on the white collar
crimes theory (WCCT). White collar crime is a
sub-class of financial crimes. WCCT was a general
theory of all financial crimes (Evens, 2017). This
theory reviewed the incidence of fraud of all kind,
corruption and other FCs. White collar crime is a
crime committed by a person of respectable and
high social status in the course of his occupation
(Evans, 2017). (Evans, 2017 explained that the
only way one crime differs from another is in the
background and characteristics of its perpetrators.
(Evans, 2017 estimated that majority of white-
collar crimes is undetected or if detected, it is not
reported. However, white collar crimes theory
was attributed to Ross in 1907 that developed the
concept of white collar offenses. Ross came up with
the term “Crimanoloid” to refer to the person who
exploits the weaknesses in society but does not fit
the description of the ordinary offender. This theory
was further developed by a traditional theorist
Sutherland in 1938 who’s his original work was
published in 1949. According to Sutherland (1938),
white collar crimes (WCCs) refer to as the financial
crimes being carefully and intentionally organized.
WCCs offenders do not consider themselves as
law breakers and they do not fit the description of
the ordinary criminals. Sutherland (1938) gave
examples of WCCs to include occupational frauds,
bribery and corruption, cybercrime, embezzlement
or money laundering. Sutherland submits that
WCC:s are financially motivated and violence crimes
involving corporate or government professionals
(Evens, 2017).

Sutherland (1949) tried to connect the crime of
upper white collar class with economic and business
activities. Sutherland came up with an argument and
preserved blue collar crimes for the poor people in
the society and white collar crimes for the people

of high social class and authority, claiming that
poverty is not a driver of WCCs as most white collar
offender is rarely poor. Sutherland further argues
that the professional status in a society creates an
atmosphere of both admiration and intimidation
making members of the community admire the
professionals and also avoid prosecuting them as
they are intimidated by the professional status. This
leads to less or no punishment of the white collar
criminals. WCCs are complicated and less obvious
than violent crimes (like blue collar crimes) as the
consequences of the crimes may be shared by many
people or over an extended period by the victims
(Evans, 2017). Although Sutherland’s definition
of WCCs has generated a great deal of criticism and
controversy, but it exhibits the important issue of
inappropriately recognition, prevention and control
of crimes perpetrated by persons in position of
power. The theory of WCCs is therefore, relevant
to this study as it discussed the issues relating to
financial crimes.

Empirical Review

Izedonmi et al. (2012) examined forensic
accounting and financial crimes: adopting, the
inference, relevance and logic solution approach.
Data was analyzed using logic solution model.
Findings from the study revealed that the
investigative accounting skills of the forensic
accountant empower him to address the problem of
financial and any other crimes. The study concluded
that the forensic accountant should adopt the
inference, relevance and logic solution approach
(IRLS) in dealing with financial crimes in corporate
organization in Nigeria.

Evans (2017) examined forensic accounting and
the combating of economic and financial crimes in
Ghana. The study employed a survey research design
by sampling all the technical officers of economic
and organized crime office of Ghana. The data was
analyzed using a Regression Model. Findings from
the study revealed that, the application of forensic
accounting technique has significant impact on
the combating of economic and financial crimes
in Ghana. The study concluded that all institutions
(anti-corruption agencies and companies) should
establish forensic accounting unit to help strengthen
internal controls and ensure thorough investigation
in order to prevent, deter and detect financial and
economic crimes. Moreover, the study recommended
that the board of Ghanaian government should
ensure that forensic accounting courses are included
in the academic and professional curricula of Ghana

97



Combating financial crimes through forensic accounting in Nigerian public sector

Universities and professional institutions to ensure
the training and increase the awareness of forensic
accounting in Ghana. From the above reviewed
literatures, the studies of Izedonmi et al. (2012),
Evans (2017) and a host of others on the application
of forensic accounting for financial crimes
prevention and detection produced different results.
These research works did not consider whether the
use of forensic accounting techniques can help fight
financial crimes. But this study examined the impact
of forensic accounting techniques for curbing
financial crimes.

Research Methodology

This study used survey research design to
examine the relevance of forensic accounting
techniques in the combating of economic and
financial crimes in Nigerian public sector. The
population of the study is made up of the entire staffs
of the three selected Ministries namely: Ministries
of Finance, Ministry of Commerce, Cooperative
and Industry and Ministry of Budget and Economic
Planning in Osun State, Nigeria. A sample size of
sixty six was selected using a purposive sampling

technique. This study collected both primary and
secondary. The primary data was obtained with the
help of research questionnaire distributed to the
three selected Ministries. Out of the total numbers of
100 copies of questionnaire distributed, only eighty
six (86) of them were returned and considered
valid for the purpose of this research work. The
structured questionnaire items were designed based
on the research objective. Consequently, a 4-point
Likert scale consisting of strongly agreed (SA)
agreed (A), disagreed (D) and strongly disagreed
(SD) was used to solicit the opinion of respondents.
The data collected was analyzed using descriptive
statistics, multiple regression model and correlation
analysis. To ensured that the research the validity
and reliability of the instrument, the questionnaire
was thoroughly checked by the experts in the field
of accounting and research to assess it validity and
the Cronbach’s Alpha reliability method was used
to analyze it reliability which give a reliability
coefficient of 0.916. The researcher also personally
went to the sampled ministries premises to
administer copies of the questionnaire. The copies
of the questionnaire were collected personally after
their completion.

_,| Forensic Accounting Techniques (FATSs)
Business Intelligence (BIT) . Financial Crimes
—|(Surveillance, Database & Trash Collections (FCs)

A

Forensic Analytics (FRAT)
(Data mining, Ratio Analysis)

Independent Variables

Dependent variable

Figure 1 — Conceptual Model of the Study
Note — compiled by author

The above conceptual model in “fig. 17 was
developed to show the relationship between
the independent wvariable (Forensic accounting
techniques) (FATs) and the dependent variable
(Combating financial crimes) (CFCs) as disclosed
in figure 1.1. The independent variables of forensic
accounting techniques are made up of four
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predictable variable of business intelligence (BIT)
and forensic analytics (FRAT). Thus, the model
gives the snapshot of techniques that should be
employed in the combating of financial crimes
(FCs). However, this research did not cover all the
variables in the model for combating FCs but a
portion.
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Model Specification and Identification of
Variables

This study employed regression model of
forensic accounting services and fraudulence
practices adopted by Anuolam, Onyema and Ekeke
(2016) as follow:

FDP = f(FAS,FAV,FAP) 1)

FDP = f({ag + 1 FAS + B,FAV + B3FAP) (2)

where g is constant and 55, 52, i3 > 0.

The dependent variable of fraudulent practices
(FDP) was used as a function of the three
components of independent variables of FAS
(Forensic Accounting Services), FAV (Forensic
Accounting Validation) and FAP (Forensic
Accounting Practices). This study therefore replaced
the variables used by Anuolam et al. (2016) with a
dependable variable of Combating financial crimes
(CFCs) as a function of two predictable variables

Table 1 — Cross-tabulation of Demography of Respondents

namely business intelligence (BIT) and forensic
analytics (FRAT) to form the specific objectives and
research hypotheses in order to capture the relevance
of forensic accounting techniques for combating
financial crimes in Nigerian public sector. The
model is as follow:

CFCs = f(BIT,FRAT) 3)

CFCs = flag + By BIT + B,FRAT + Ut) (4)

where @y is constant, Ut is error term and 5y, §2 > 0.
Priori expectation
The predictor variable of business intelligence
(BIT) and forensic analytics (FRAT) in the specified
model are expected to be positively signed. This is
expressed mathematical below:

B, f2>0.

Data Analysis

Three selected Ministries
Ministry of Ministry of Commerce Total
Ministry of Finance Budget & e >
. . Cooperative & Industry
Economic Planning
Job status of Accountants 20 14 13 47
respondents Auditors 18 11 10 39
Total 38 25 23 86
Note — compiled by author

The total numbers of 86 questionnaires were
distributed to the Accountants and Auditors of the
three selected Ministries comprising the sample
of 55.8% staffs from the Ministries of Finance,
22.1% from the Ministries of Budget and Economic
Planning and 22.1% from the Ministry of Commerce,
Cooperative and Industry.

Table 2 above showed Cronbach’s Alpha
coefficient of 0.972 which above the value of
Cronbach’s Alpha coefficient recommended by
George and Mallery (2003) that the statistical
reliability value is expected be 0.70 or above. This
indicates that the questionnaire is reliable.

Table 3 — Regression Model Summary

Table 2 — Test of Reliability Statisti j
able est of Reliability Statistics Model R R Square Adjusted | Std. qur of
R Square | the Estimate
Cronbach’s Alpha N of Items 1 0.741* 0.549 0.538 0.72390

0.916 3
Note — compiled by author

Note — compiled by author; a. Predictors: (Constant), Foren-
sic Analytics, Business Intelligence
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Table 3 presented the summarized results of
multiple regression analysis showing a moderate
positive relationship between the predictor
independent variables of forensic accounting
techniques and the dependent variable of combating
financial crimes (FCs) with the correlation coefficient
(R) result of 0.741 which is large enough and
indicated linear correlation between the observed and

Table 4 — Regression Coefficient of Predictor Variables

mode-predicted values of the dependent variable.
From the table, the coefficient of determination (R?)
(0.549) shows a moderate positive correlation of the
studies variables, which indicates that about 54.9%
of variation in the dependent variable (FCs) is
explained by the independent variables (FATs) and
other 45.1% is explained by other factors outside the
model and the error term.

Model Un-standardized Coefficients %22%?2?;?: - Sig.
B Std. Error Beta
(Constant) 1.540 0.183 8.398 .001
1 Business intelligence 0.367 0.205 0.334 0.787 .000
Forensic analytics 0.447 0.198 0.422 2.263 .000
Note — compiled by author; Dependent Variable: Curbing Financial Crimes.

The result from table 4 for explanatory variables
showed that business intelligence (BIT) where t =
1.787, and p = 0.00 < 0.01 and forensic analytics
where t = 2.263, and p = 0.00 < 0.01 all have
significant positive impact on combating financial
crimes in Nigerian public sector. Based on the linear
equation of the predictor variables coefficients, that
is: Y = 1.540 + 0.367p, + 0.447p,+Ut. This equation
depicted that combating financial crimes through
the application of forensic accounting techniques
in the Nigerian public sector is possible given a
unit increase in each of the forensic accounting
techniques (Predictor variables) of BIT and FRAT.

Discussion of Results

The coefficient of relationship (R) of 0.741
for the hypotheses at a significant level of 0.01
showed a strong relationship and the coefficient
of determination (R?) (0.549) shows a moderate
positive correlation of the studies variables, which
indicates the ability of the regression line to predict
dependent variable (FCs) is about 54.9%. The other
45.1% is explained by other factors outside the
model and the error term. The p-value of 0.00 <
0.01, thus, null hypothesis is rejected and alternative
hypotheses accepted. That is, financial crimes can
be combated through the application of forensic
accounting techniques of BIT and FRAT in the
Nigerian public sector. The regression line of FCS
= 1.540 + 0.367p, + 0.447p,+Ut also indicated that
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financial crimes could be combated in the Nigerian
public sector given a unit increase in the application
of forensic accounting techniques. The results of
this study is consistent with the research results of
Modugu et al. (2013) which indicated that the use
of forensic accounting techniques could control
financial fraud, financial reporting, and internal
control quality and that of Anuolam et al. (2014)
who discovered that forensic accounting techniques
have positive potential in tackling economic and
financial crimes. These results were also in line with
study conducted by Okoye et at. (2013) that the
application of forensic accounting techniques will
significantly reduce the occurrence of fraud cases in
the public sector in Nigeria.

Conclusion and Recommendations

Since the research results have revealed that,
forensic accountings can play a significant role
in combating financial crimes in Nigeria, it flows
that the policy makers can rely on this finding
and formulate policies relating to the combating
of financial crimes. Consequently, the accounting
professional bodies can take a clue to ensure that
accountants are trained to use these techniques.
More so, ministries in Nigeria can take the
findings as a reference point to establish forensic
accounting units in their internal audit departments
to strengthen their internal controls, and ensure
a thorough investigation of financial crimes.



A.A. Olaoye

Meanwhile, anti-corruption and law enforcement
agencies should train personnel to use forensic
accounting techniques that will uncover the truth
to ensure easy prosecution of financial crimes. This
will help prevent financial crimes cases that may be
thrown out of court for lack of sufficient evidence
in Nigeria. However, the use of forensic accounting
techniques can help provide enough evidence for
easy judgment. As a result, government of Nigeria
should increase the interest in and facilitate the
growth of forensic accounting by giving legal

backing for proper monitory and investigation
of alleged cases of financial crimes. Establishing
that forensic accounting techniques are relevant to
combating of financial crimes in Nigeria, forensic
accounting courses should be included in the
academic curricula of Nigerian Universities to train
and increase the awareness of forensic accounting
in Nigeria. And finally, the professional bodies
in Nigeria should including forensic accounting
training in their Mandatory Continuous Education
Programmes (MCEP) at a reduced cost.
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