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ABSTRACT
n d i a  n e e d s  a  s t r o n g  
mechanism to fight against Icorruption, scams and other 

white collar crime. People losing 
their trust on the authorities 
because of these few fraudsters 
who manipulating the public 
accounts for their personal 
enrichment. It is so endemic that 
corruption, scams and other 
financial frauds are becoming a 
normal way of life. It undermined 
investor confidence in accounting 
information and raised serious 
concern over the effectiveness of 

financial reporting, accounting 
standard and accountability. In 
this scenario Forensic accounting a 
branch of accounting which is very 
effective in most of the developed 
countries in both private and 
public sectors has emerged. It is 
the merger of forensic science and 
accounting. This paper aims to 
study the relevance of forensic 
accounting in retaining the public 
confidence on governmental 
accounts for building up a country 
with strong governance.

 Forensic Accounting, KEYWORDS:

FORENSIC ACCOUNTING: FOR BETTER GOVERNANCE
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Corruption, Scams, White 
Collar Crimes.

Corruptions, scams and 
other white collar crimes 
are the serious threat to 
India’s movement to be a 
stronger nat ion with 
powerful governance. It is 
so endemic that fraud and 
corruption is gradually 
becoming a normal way of 
life. Highly corrupted 
bureaucracy questioning 
the integrity of govern 
ment agencies. In most 
cases corruptions and 
financial crimes have been 
committed by those who 
are in the higher authority, 
who is entrusted with the 
responsibility of taking 
care of funds.
Few years back India 
witnessed the shocking 
c o l l a p s e  o f  S a t y a m  
computers and it followed 
by many other even bigger 
scams and frauds like coal 
ga t e  s c a m ,  c o m m o n  
wealth games scam etc. yet 
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FORENSIC ACCOUNTING: FOR BETTER GOVERNANCE

fraud remains as a major problem India facing at present. Efforts have been made to fully identify and 
prevent fraud but new kinds of fraud emerging every day. According to KPMG survey white collar 
crimes in India witnessed a substantial increase over the past few years. On the other side corruption in 
Indian business is become common and increasing day by day. An estimate by C.K. Prahlad, a 
management expert put the cost of corruption to Indian economy 2.5 trillion rupees a year. According 
to latest report of transparency international India ranked 84th out of 180 countries in terms of 
corruption.

These scams, white collar crimes and corruptions have undermined investor confidence in 
accounting information and raised serious concern over the effectiveness of financial reporting, 
accounting standard and accountability. In this scenario Forensic accounting a branch of accounting 
came into limelight. Forensic accounting is a merger of forensic science and accounting. The integration 
of Accounting, auditing and investigative skills creates an accounting analysis that is suitable for court, 
called forensic accounting. Forensic accounting is a largely unexplored area in India. The opportunities 
for forensic accountant is growing fast, they are being engaged in public practice and are being 
employed by insurance companies, banks, police forces, Govt. agencies etc. It consists of two major 
components and the same is shown below.
1.Forensic accountant need the skill to collect, analyze, evaluate financial data to interpret and to 
report it.
2.In court proceedings he can be called for expert opinion and also for courtroom testimony if needed.

The Association of certifies fraud examiner (2008) defines fraud as the use of organizational 
resources or assets for personal enrichment through deliberate misuse or misapplication. So it has 
been considered as any act of deception performed by somebody to cheat or deceive another person 
resulting to suffer loss or damage (Stanley 1994). Difficult to quantify the magnitude of fraud losses 
since majority of fraud go undetected and unreported (Bhasin 2013). Ramaswamy (2005) believes that 
the frauds are emerging because of poor corporate governance and accounting failures. KPMG fraud 
survey explains the need for measures to combat fraud and launching new anti fraud programmes in 
the lights of recent incidents of fraud than in prior years (KPMG 2003). This survey results indicates the 
importance of a new system or practice which can prevent and protect the fraud, scam and corruption. 
Boritz Kotchetova and Robinson (2008) confirm that forensic accountant could detect frauds better 
than any other auditors.

Forensic accounting also called fraud audit or investigative accounting is a merger of forensic 
science and accounting (Kasum, 2009), forensic accounting as Crumbley (2003) Defined as application 
of law of nature to law of man. The term forensic accounting is credited to Maurice E. Peloubet. In the 
late 1940s, forensic accounting had become popular during World War II, but major studies related 
with it published in the 1980s (Rasey, 2009). Thus, a new profession emerged in the field of accounting 
in the 1980s with interest from western countries and especially in the USA. This new profession 
identifies fields comprising accounting, auditing and investigative skills (Ozkul and Pamuke, 2012). 
Zysman (2001) believes Forensic accounting as the integration of investigative, accounting and auditing 
skills.A study by Bierstaker, Brody and Pacini (2006) explains forensic accounting as an anti fraud 
method which is rarely used but same having good effectiveness rating. It supports Ernst and Young’s 
(2003) worldwide fraud survey, which states that the satisfaction level for the service 88% was highest 
but only 20% of organizations employed forensic accountants.

The forensic accountant will also helps police force in criminal investigations related with 

REVIEW OF LITERATURE

2

Volume  Issue October - 6 |  - 1 |  - 2016 

Available online at www.lsrj.in



financial criminology (Eiya and Otalor, 2013), where his report is prepared with the objectives of 
presenting evidence in a professional and concise manner. Forensic accountant often involved in 
business economic losses, business/employee fraud investigation, professional negligence, criminal 
investigation, share holder and partnership disputes, personal injury claims/motor vehicle accidents, 
business interpretation and insurance claims, matrimonial disputes, mediation and arbitration (Mehta 
and Mathur 2007).

The effectiveness of forensic accounting recognized worldwide and most of the developed 
countries using this system very effectively and efficiently in order to fight against the financial crimes, 
Unfortunately in our country the system of forensic accounting is largely unexplored and Not only 
common people even academicians and auditors are unaware about such a effective tool that we can 
use against the growing frauds and scams which is the foremost issue that India facing at present. 
Citizens specially youths are so aware about the corruption, scams and frauds happening in our system 
and they are ready to do anything to bring the change but the bureaucracy is highly corrupted and they 
don’t have right tool to  fight against this corrupted system. I believe forensic accounting can be used as 
a right tool against the scams and other white collar crimes and for that this branch of accounting has to 
be popularized. Papers, Journals and Researches in this area is very less and institutions offering 
courses on forensic accounting is very few, but increasing number of demand is  there in the country for 
the forensic accountants as long as financial crimes are there. So this Paper is an attempt to study how 
forensic accounting Helps in building a strong governance system in India.

The study has been taken with an overall objective of finding how forensic accounting supports 
better governance and also some specific objectives like:
1. To understand about the forensic accounting education in India.
2. To study the role of forensic accountant in improving governance.
3. To study various challenges for the development of forensic accounting in India.

This Theoretical Paper Studies How forensic accounting supports better governance system in 
India using secondary data collected from the internet, News paper, Magazines and Research papers 
published in national and international journals.

Studies shows that more institutions offering forensic accounting courses due to high demand 
for set of competences and skills that are commensurate and sophisticated enough to confront the 
complexities that businesses faced with respect to growing threats arising from fraud (Carpenter, 
Durtschi and Gaynor 2011). Buckhoff and Schrader (2000) believes that three major stake holders in 
accounting education will be greatly benefited by adding a forensic accounting course to the 
accounting curriculum: academic institutions that are considering integrating forensic accounting into 
the accounting curriculum, accounting students and employers of accounting graduates. Efiong (2012) 
found very low level of awareness of forensic accounting among respondents when he examined the 
degree of awareness of forensic accounting among accounting undergraduates in Nigeria.

In India, Forensic accounting is still a new born baby, very few knows what  is forensic 
accounting all about. The prime reason for this is lack of education about forensic accounting. In 
countries like USA different varieties of courses, researches and journals are there separately for 
forensic accounting itself whereas in India it’s still on the starting stage.

There are companies like KPMG which offers forensic audit and other services to needed 
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companies, Apart from that these are some institutes that offers forensic accounting courses in India:
• India forensic: Offering Courses like Certified Bank Forensic Accounting (CBFA), Certified Anti-money 
Laundering Expert (CAME), and Certified Forensic Accounting Professional (CFAP) etc.
• IFS (International forensic sciences) Education department: Offering courses like Short term 
certificate course in forensic accounting and Fraud examiner, Advanced Diploma course Certification in 
Forensic and fraud examiner, PG Diploma in forensics accounting and fraud examiner, Professional 
Specialized Certification in Forensic Accounting and Fraud Examiner, Universal Certification in Forensic 
Accounting and Fraud Examiner Etc.
• ICAI (Institute of Chartered Accountants of India): Decided to launch a certificate course on forensic 
accounting and fraud prevention using IT and CAAT due to the importance of Forensic Accounting and 
Fraud Prevention, in the emerging economic scenario,
• Gujarat forensic sciences university: Offering MBA Finance with specialization in Forensic accounting 
and also P.G. Diploma in Forensic Accounting.
• BML Munjal University: Is the first university to identify the demand for experts in forensic accounting 
and corporate fraud and they introduced an MBA in finance with a specialization in forensic accounting 
and corporate fraud.

Good governance is characterized by transparency, accountability and role of law and 
participation. It said to be exist only when the level and magnitude of corruption is at a tolerably low 
and minimum level. In India scams and corruptions has made huge loss to the government and many 
other parties involved in it. 2G spectrum scam itself made a loss of 175000 crore, this money can be 
used for the welfare of the people through a strong mechanism to prevent the fraudsters.

Presently Comptroller and auditor general of India (CAG) office act as an effective check on 
financial irregularities by the public authorities. The audit report of CAG contributed significantly in 
exposing mega corruptions such as 2G spectrum scam and commonwealth games scam. But the books 
of accounts of all public undertakings has to be audited carefully in order prevent frauds. Most of these 
frauds can be detected and prevented with the help of a forensic accountant who is having expertise 
knowledge and skill in the area of financial criminology. It helps in creating reliability and credibility of 
financial information and also increases public confidence. He can ensure the integrity of financial 
statements by actively investigating for fraud, identifying areas of risk and associated fraud symptoms, 
pursuing each anomaly aggressively, and delving into the minute’s details of accounting and financial 
anomalies. In court proceedings he can be called for expert opinion and also for courtroom testimony if 
needed.
 

Following are the major challenges in successful implementation of forensic accounting in India:
1.Criminals and fraudsters using latest technology and they are changing it constantly, so the forensic 
accountant should be updated himself and technically he should be one step ahead of the criminals.
2.As a result of globalization it is found that many foreign companies also involved in these scams and 
illegal activities, so taking actions against them finds difficult for a forensic accountant under Indian 
jurisdiction.
3.It found in all recent scams and fraud that business giants and top most political leaders are cheaply 
involved. So collecting evidence and reporting it will be a difficult task for a forensic accountant.
4.Reporting of fraud and taking legal actions against those involved will take time and huge cost, so that 

Role of Forensic Accountant in Improving Governance

Challenges for the Implementation of Forensic Accounting in India

4
Available online at www.lsrj.in

Volume  Issue October - 6 |  - 1 |  - 2016 FORENSIC ACCOUNTING: FOR BETTER GOVERNANCE



companies prefer to make settlements outside court.
5.It is compulsory for all the firms to have internal/external auditor but there is no compulsion for 
appointment forensic accountants so companies are not considering it seriously as they wanted to 
reduce cost.
6.Awareness regarding forensic accounting is very less among peoples so that number of people opting 
that profession is also less.

Even though in the lights of recent scams and frauds government of India forced to form a 
serious fraud investigation office (SFIO) ministry of corporate affairs which gives a good hope for those 
who want forensic account to be implemented India. SFIO is a multidisciplinary organization included 
of financial sector, capital market, forensic auditing, taxation, law, IT etc from various organizations.

There is no argument in bringing down the fraud in the books of accounts but it will take time 
and effort to put an end to the growing fraud and scam. Following steps can be taken for successful 
implementation of the profession of forensic accounting:
1. It is needed to make compulsory to have a forensic accountant in each company to detect fraud 
especially in public and large companies.
2. A legal framework should be made for creating awareness among people regarding the importance 
of forensic accounting as a fraud detecting tool.
3. Conference, seminars and training programs should be carried to acquire skill in forensic accounting.
4. Forensic accountant must be aware about the criminology, psychology,  accounting practice, 
auditing , law etc
5. Strong legislation needed to be made against fraudsters and criminals and all should be punished if 
found involved in fraudulent practice.
6. Like ICAI and ICMA, a regulatory body needs to be made for controlling forensic accounting.
7. Including forensic accounting into academic curriculum is a good way to promote it and more 
researches should be carried in the area of forensic accounting.

If India wants to be super power nation with strong governance, it must have to deal with all the 
scams and other white collar crimes. The main reason why AAP came to power in Delhi is that their 
main slogan was to wipe out the corruption and it given hope to people and people given power to 
them. It simply says citizens of India needs a system that can bring change by putting an end to these 
issues. Forensic accounting is a right weapon that the country can use for the same purpose which is 
very effective in the developed nations in both private and public sectors. Unfortunately forensic 
accounting is still a new born baby in India , more studies and researches has to be promoted and most 
importantly universities and other educational institutions have to add forensic accounting to the 
existing curriculums and also come up with new courses on forensic accounting
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