
Literature review assignment (approx. 1000 words) 

Name: Mazbaul Islam 

1/4 

The Forensic Accounting and Corporate Fraud 

Introduction 

Corporate fraud has become a major issue in the business world. Fraudulent activities by 

companies can result in significant financial losses, reputational damage, and legal issues. 

Forensic accounting is a specialized field of accounting that deals with investigating financial 

fraud and misconduct. The aims are to provide a comprehensive idea of the role of forensic 

accounting in corporate fraud. The review examines the various approaches to detecting and 

preventing corporate fraud and the importance of forensic accounting in corporate governance. 

I discuss the key challenges forensic accountants face in combating corporate fraud. 

Literature Review 

Forensic accounting is a combination of accounting, auditing, and investigative skills used to 

detect, investigate, and prevent financial fraud. Forensic accountants are trained to identify and 

investigate financial irregularities and present the evidence in court. Forensic accounting has 

become increasingly important in recent years due to the rise in financial fraud and the need for 

more stringent financial regulation. Moreover, corporate fraud is defined as the intentional 

misrepresentation, concealment, or manipulation of financial information by individuals within 

an organization for personal gain. It can manifest in various forms, such as financial statement 

fraud, insider trading, embezzlement, bribery, and kickbacks. The impact of corporate fraud on 

organizations can be devastating, resulting in financial losses, reputational damage, legal 

penalties, and even bankruptcy (Albrecht et al., 2018). Furthermore, in order to identify and stop 

corporate fraud, forensic accounting is essential. According to Imoniana et al. (2013), forensic 

accounting involves the application of accounting and auditing expertise to investigate financial 

fraud, misappropriation of assets, and other financial irregularities. Forensic accountants employ 

various strategies, including data analysis, interviews, and document review, to uncover 

fraudulent activities. The findings of forensic accounting investigations can be utilized to press 

criminal charges against perpetrators, recover stolen assets, and prevent future fraud. 

In my opinion, forensic accounting procedures, including data analysis, forensic audits, and fraud 

tests, contribute to greater financial transparency within firms. These techniques assist in 

uncovering hidden transactions, identifying inconsistencies, and detecting potential cases of 

fraud or poor management. Through the implementation of robust forensic accounting practices, 

organizations can effectively mitigate financial risks and enhance the integrity of financial 
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reporting, thereby strengthening corporate governance (Bhasin, 2015). In addition, a strategy 

map for forensic accounting and fraud risk management is developed by businesses with the use 

of the integrated balanced scorecard-based decision model. The important viewpoints are 

included in the model: financial, customer, internal company process, and learning and growth. 

The approach helps firms identify and prioritize fraud risks, create effective mitigation plans, 

and keep track of performance by coordinating these viewpoints with the organization's overall 

strategy. In a real-world situation, the model developed, was put to the test and demonstrated 

promising results in enhancing financial performance and fraud risk management. The adoption 

of this approach led to improved risk assessment, enhanced controls, and increased stakeholder 

satisfaction. The model offers a comprehensive strategy for forensic accounting and fraud risk 

management applicable to various businesses and organizations (Yang & Lee, 2020). 

From my point of view, enhancing financial transparency is one of the major contributions of 

forensic accounting to sustainable corporate governance. Therefore, by implementing forensic 

accounting procedures, organizations can identify inconsistencies, fraud, and weaknesses in 

internal control systems. This practice strengthens sustainable corporate governance by 

promoting openness and helping prevent dishonest business practices. A key component of 

effective corporate governance is stakeholder trust. Forensic accounting techniques, such as 

conducting in-depth investigations and providing expert evidence, can help build stakeholder 

confidence. When an organization demonstrates a commitment to uncovering and resolving 

financial irregularities, stakeholders are more likely to have faith in the integrity of the business 

and its governance procedures (Rehman & Hashim, 2020). 

However, whistleblowing greatly facilitates the early identification and prevention of fraud 

within businesses. It provides employees with a channel to report unethical or unlawful activities 

while ensuring their rights are protected and shielding them from reprisals. For instance, 

Mamahit & Urumsah (2018) emphasize the importance of a comprehensive whistleblowing 

model that includes elements such as corporate culture, whistleblower protection systems, and 

awareness campaigns. The authors highlight the necessity of fostering an ethical work 

environment that encourages employees to disclose fraudulent activities without fear of 

retaliation. Similarly, audit inquiries, examining financial records, transactions, and relevant data 

to detect inconsistencies, errors, or fraud is a crucial aspect. Additionally, it has been stressing 

the inclusion of audit investigation as a vital component in an all-encompassing approach to 

enhance fraud detection. They emphasize the need to hire auditors with appropriate training and 

tools to conduct thorough and impartial investigations. 
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Conclusion 

In conclusion, my discussion shows that corporate fraud poses a significant threat to 

organizations and society. Forensic accounting is essential for detecting, investigating, and 

preventing fraudulent activities. The role of forensic accounting in corporate governance must 

be balanced, and organizations must recognize its importance. However, forensic accountants 

face several challenges, including the need for more awareness of the importance of forensic 

accounting and the complexity of modern financial transactions. Addressing these challenges 

will require a concerted effort by organizations, policymakers, and the forensic accounting 

profession. 
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