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ABSTRACT

This study aims to evaluate the effectiveness of forensic accounting in detecting and preventing financial
crimes in the corporate sector through a forensic approach.narrative reviewsemi-systematic review of
the literature from 2010-2025. The results of the synthesis show that the application of forensic
accounting supported by strong corporate governance, professional auditor competence, and the use of
digital technology such as artificial intelligence and big data analytics significantly improve fraud
detection and prevention capabilities. However, its effectiveness is still influenced by contextual factors
such as organizational culture, managerial support, and the regulatory environment. Theoretically, this
study integrates Agency Theory And Fraud Triangle Theory to explain the role of forensic accounting in
reducing agency conflicts and opportunities for fraud. These findings underscore the importance of
forensic audits as a preventive and strategic mechanism for strengthening corporate transparency,
accountability, and financial integrity.

Keywords:Forensic Accounting, Financial Crime, Corporate Governance, Fraud Prevention,
Investigative Audit,Agency Theory, Fraud Triangle Theory.

ABSTRAK

Penelitian ini bertujuan untuk mengevaluasi efektivitas forensic accounting dalam mendeteksi dan
mencegah kejahatan keuangan di sektor korporasi melalui pendekatan narrative review semi-sistematis
terhadap literatur dari 2010-2025. Hasil sintesis menunjukkan bahwa penerapan forensic accounting
yang didukung oleh tata kelola perusahaan yang kuat, kompetensi profesional auditor, dan pemanfaatan
teknologi digital seperti artificial intelligence dan big data analytics secara signifikan meningkatkan
kemampuan deteksi dan pencegahan kecurangan. Namun, efektivitasnya masih dipengaruhi oleh faktor
kontekstual seperti budaya organisasi, dukungan manajerial, serta lingkungan regulasi. Secara teoritis,
penelitian ini mengintegrasikan Agency Theory dan Fraud Triangle Theory untuk menjelaskan peran
forensic accounting dalam mengurangi konflik keagenan dan peluang terjadinya fraud. Temuan ini
menegaskan pentingnya audit forensik sebagai mekanisme preventif sekaligus strategis untuk
memperkuat transparansi, akuntabilitas, dan integritas keuangan korporasi.

Kata Kunci: Forensic Accounting, Kejahatan Keuangan, Tata Kelola Perusahaan, Pencegahan Fraud,
Audit Investigatif, Agency Theory, Fraud Triangle Theory.

1. INTRODUCTION

Financial crime in the corporate sector is one of the most serious threats to global
economic stability and the integrity of the financial system. In recent years, various
international institutions have reported a significant increase in cases of corporate fraud,
corruption, and misleading financial reporting. This phenomenon not only harms companies
financially but also undermines public trust in corporate governance. According to the Global
Economic Crime and Fraud Survey published by PwC (2022), approximately 51% of
organizations worldwide reported experiencing fraud incidents in the past two years, the
highest figure recorded in the past two decades. Furthermore, 40% of these incidents were
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related to fraud platforms such as digital data manipulation and online transactions (PwC,
2022).

Similar findings were reported by the Association of Certified Fraud Examiners (ACFE)
in its 2024 Report to the Nations, which revealed that 43% of fraud cases were detected
through tips or whistleblowing, while only a small portion were uncovered through external
audits. The ACFE also highlighted that more than half of fraud cases were caused by weak
internal control systems or management overriding existing controls (ACFE, 2024). This
situation indicates that conventional audit systems are often insufficiently effective in detecting
complex and structured fraud. To provide a clearer picture of the global situation of corporate
financial crime, the following table summarizes key data from several reputable institutions.

Table 1
Corporate Financial Crime Situation

Institution / Source Year Key Indicators Key Results
PwC Global Economic 2022 Organizations that have 51% of global organizations
Crime and Fraud Survey experienced fraud in the last 2
years
PwC Fraud Type 2022 Proportion of fraud platforms 40% of total fraud incidents
Analysis
ACFE Report to the 2024 Fraud detection through tips 43% of cases
Nations
ACFE Root Cause 2024 The main cause of fraud: weak 32% of cases due to weak
Analysis internal controls internal controls; 19% due
to overriding of controls
Transparency 2023 Average global corruption Average score 43 out of 100
International CPI perception index score (more than two-thirds of

countries below 50)

Sumber: PwC (2022); ACFE (2024); Transparency International (2023)

The above data shows that most companies worldwide still face a high risk of fraud,
whether in the form of corruption, financial reporting manipulation, or digital
technology-based fraud. The fact that nearly half of cases can only be detected through
internal reporting (whistleblowing) highlights the limitations of traditional, reactive audit
mechanisms. Furthermore, the low global Corruption Perceptions Index (CPIl) scores confirm
that corruption and financial misappropriation remain a major challenge for the corporate
world (Transparency International, 2023).

In this context, forensic accounting has emerged as a crucial tool in strengthening
corporate governance systems through a more in-depth investigative approach. Forensic
accounting combines audit methods, investigative techniques, and forensic data analysis to
detect, prevent, and prove financial fraud that is often undiagnosed by conventional audits.
With the increasing complexity of financial crime methods in the digital era, the role of forensic
accounting has become increasingly vital in ensuring the accountability, transparency, and
sustainability of corporate financial systems globally.

Forensic accounting is a branch of accounting that focuses on the application of
auditing, investigation, and financial analysis methods to identify, detect, and prove fraud or
financial irregularities within an organization. According to the Association of Certified Fraud
Examiners (ACFE), forensic accounting not only aims to find evidence of a violation but also
plays a role in preventing financial crimes by evaluating internal control weaknesses and
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recommending system improvements. The scope of forensic accounting includes investigations
of corporate fraud, corruption, financial statement manipulation, asset misappropriation, and
cross-border financial crimes that require legal evidence.

The fundamental difference between forensic accounting and conventional auditing
lies in their objectives and approaches. Conventional auditing focuses on presenting an opinion
on the fairness of financial statements based on generally accepted accounting principles,
while forensic accounting is investigative in nature, focusing on legal evidence evidence that
can be used in litigation or law enforcement. Forensic accountants work not only to ensure
compliance but also to identify the motives, patterns, and mechanisms of fraud that often lie
hidden behind complex financial transactions. In the modern business context, which is tightly
regulated and demands public transparency, the role of forensic accounting is increasingly
crucial as a tool for maintaining corporate integrity and upholding the principle of
accountability in financial governance.

Despite the growing recognition of the relevance of forensic accounting, the
effectiveness of its application in detecting and preventing financial crimes in the corporate
sector still shows mixed results. Several empirical studies have shown that the application of
forensic accounting can improve fraud detection capabilities, accelerate the resolution of
financial cases, and strengthen internal control mechanisms. However, conflicting results have
also been found in certain contexts where the application of forensic accounting is less than
optimal due to limited human resources, a lack of technical expertise, resistance to
organizational culture, and weak regulatory support.

Furthermore, empirically measuring the effectiveness of forensic accounting remains a
challenge. Many studies use a descriptive qualitative approach without clear quantitative
indicators to assess implementation success. The lack of methodological consensus on
assessing effectiveness makes it difficult to compare findings across studies. This raises
fundamental questions about the extent to which forensic accounting truly contributes to the
prevention and detection of financial crimes in various organizational contexts.

The research gap arises from the limited availability of comprehensive syntheses that
systematically examine the effectiveness of forensic accounting in a corporate context. Most
research focuses on case studies or sectoral evaluations, without linking these findings to
broader economic and behavioral theory frameworks. For example, agency theory explains
that conflicts of interest between management and owners can create opportunities for
financial statement manipulation, while the Fraud Triangle Theory (Cressey, 1953) explains that
pressure, opportunity, and rationalization are the primary causes of fraud. However, the
in-depth integration of these two theories in understanding the role of forensic accounting is
still rare.

Furthermore, previous research has largely focused on developed countries with
established governance systems, while studies in developing countries are still limited.
However, differences in levels of law enforcement, regulatory structures, and organizational
cultures can significantly influence the effectiveness of forensic accounting. Therefore, this
study positions forensic accounting as a control mechanism operating within the framework of
agency conflict and fraud deterrence, where investigative capabilities and governance quality
jointly determine the level of financial crime prevention and detection.

Based on the background and theoretical gaps that have been described, this study
seeks to answer the main question: “How effective is forensic accounting in detecting and
preventing financial crimes within the corporate sector?” This question is aimed at evaluating
the extent to which the application of forensic accounting is effective in preventing and
uncovering financial crimes within the corporate environment, by considering various internal
and external factors that influence its effectiveness.

Specifically, this study has three main objectives. First, to synthesize empirical and
conceptual results related to the effectiveness of forensic accounting in the context of
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corporate governance. Second, to identify internal factors such as auditor competence, internal
control systems, and external factors such as regulations and market pressures that influence
the effectiveness of forensic auditing. Third, to develop a conceptual model that illustrates the
relationship between forensic capability, corporate governance quality, and fraud prevention
effectiveness.

This research is expected to provide a significant academic contribution by expanding
theoretical understanding of the effectiveness of forensic audits in relation to corporate
governance and internal control systems. Conceptually, this research seeks to integrate agency
theory and fraud triangle theory to explain the mechanism by which forensic accounting
functions as a fraud deterrent mechanism. Practically, the results of this research can serve as a
reference for regulators, internal auditors, and company management in designing more
comprehensive and effective forensic accounting implementation strategies. Furthermore, the
resulting policy recommendations are expected to strengthen the early detection system for
financial irregularities, increase stakeholder trust, and realize more transparent, accountable,
and integrity-based corporate governance.

2. METHODS

2.1. Research Design

This study employed a narrative review approach with a semi-systematic design. This
approach was chosen because it provides flexibility in reviewing and synthesizing various
empirical and conceptual studies originating from different disciplines, such as accounting,
management, economics, and business law. Unlike systematic literature reviews, which are
highly restrictive in their search and selection protocols, narrative reviews allow for a more
in-depth analysis of the research context, theory, and trends. The semi-systematic approach
was chosen to maintain a balance between a directed methodological structure and a broad
conceptual exploration, thus enabling a more comprehensive identification of conceptual
patterns and theoretical relationships related to the effectiveness of forensic accounting in
detecting and preventing financial crimes in the corporate sector.

2.2. Data Sources and Search Strategy

The data collection process was conducted through literature searches from several
reputable academic databases, namely Scopus, Web of Science, Emerald Insight, Taylor &
Francis Online, Elsevier (ScienceDirect), and Google Scholar to broaden the research scope. The
publication period used was 2010 to 2025, to capture the latest developments in the
application of forensic accounting in the post-global financial crisis era and the era of
accounting digitalization. The search strategy was carried out using a combination of primary
keywords and Boolean operators to ensure relevant and comprehensive results. The keywords
used included: "forensic accounting," "corporate fraud," "financial crime," "fraud prevention,"
"audit effectiveness," "corporate governance," and "fraud detection." Examples of search
strings used in the Scopus database are: ("forensic accounting" OR "forensic audit") AND
("corporate fraud" OR "financial crime") AND ("fraud prevention" OR "fraud detection") AND
("governance" OR "audit effectiveness"). Initial search results were screened by reviewing
titles, abstracts, and keywords to ensure they matched the research focus.

2.2.3. Inclusion and Exclusion Criteria

The inclusion criteria for this study encompassed several key aspects. First, only studies
discussing the application of forensic accounting in the corporate sector were included in the
analysis. Second, research explicitly assessing the effectiveness of forensic accounting in the
detection and prevention of financial crimes was included in the main review. Third, articles
using empirical or conceptual approaches relevant to the topics of effectiveness, corporate
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governance, and forensic auditing were included. Fourth, only English-language articles
published in reputable international journals were considered in the selection process.

Conversely, exclusion criteria were applied to maintain the relevance and accuracy of
the research focus. First, studies focusing on public institutions or government sectors without
direct links to corporations were excluded. Second, purely legal articles that did not address
accounting aspects or financial control mechanisms were also excluded. Third, non-empirical
articles such as editorials, opinion pieces, or popular reports that did not present verifiable
scientific data or analysis were also eliminated from the selection process.

Next, a full reading of the selected articles was conducted to ensure their substance
and relevance to the research focus. This process aimed to ensure that only articles that truly
supported the analysis of the effectiveness of forensic accounting in detecting and preventing
financial crime in the corporate sector were used in the final synthesis.

2.2.4. Data Analysis Approach

The data analysis in this study was conducted using a thematic synthesis approach,
which aims to identify patterns, key themes, and conceptual relationships among previous
research findings. The analysis process begins with the identification of the primary focus,
where each article is reviewed to identify the research focus, organizational context, and
indicators of forensic accounting effectiveness used.

Next, a thematic categorization was conducted, grouping the research results into four
major themes. First, the Effectiveness Dimension, which examines the extent to which the
application of forensic accounting can improve the ability to detect and prevent financial fraud.
Second, Organizational Factors, which encompasses the influence of organizational culture,
auditor competence, and management support on the successful implementation of forensic
accounting. Third, Technological Support, which highlights the use of digital technology,
forensic data analysis, and Al-assisted auditing in improving the effectiveness of forensic audits.
Fourth, Governance and Compliance, which explains the relationship between forensic
accounting and corporate governance structures and regulatory compliance.

The next stage is narrative synthesis, where each theme is analyzed to illustrate the
cause-and-effect relationships and interactions between factors that influence the
effectiveness of forensic accounting. This process is followed by validation and triangulation,
namely the comparison of findings across disciplines including accounting, management, and
business law to ensure the consistency, validity, and reliability of the interpretation of the
results.

This approach allows for the development of a comprehensive conceptual framework
explaining how forensic capabilities, corporate governance, and technological support interact
to strengthen financial crime prevention systems. With this method, the research is expected
to provide an in-depth, evidence-based review, not only describing the effectiveness of forensic
accounting but also uncovering the contextual factors that determine its success in the modern
corporate environment.

3. RESULTS

3.1. Overview of the Reviewed Literature

In reviewing the literature on forensic accounting and its application in detecting and
preventing corporate financial crimes, several notable trends and findings emerge. The
predominance of empirical studies is significant; these often consist of surveys, case studies,
and document analysis, thus enriching the understanding of forensic accounting's role in
various sectors (Kaur et al., 2022; , (Dewayanto, 2023), Nursansiwi, 2024). For example,
Dewayanto's systematic literature review highlights a positive correlation between the
utilization of forensic accounting methods and enhanced fraud detection and prevention
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capabilities, reinforcing the beneficial impact that these techniques can have on corporate
governance and financial integrity (Dewayanto, 2023).

Moreover, while forensic accounting is gaining traction in developed countries, the
literature suggests that similar studies are relatively sparse in developing nations. Such
disparities may be attributed to differences in regulatory environments, but they also highlight
the unique challenges faced by these regions. For instance, research conducted in Oman
uncovers limitations in the effectiveness of forensic accounting due to inadequate experience
and regulatory frameworks, indicating a need for further development and implementation of
forensic practices in these countries (Rehman & Hashim, 2020; , Rehman & Hashim, 2019). This
indicates that the effectiveness of forensic accounting as a crime deterrent not only depends
on its application but also significantly on the surrounding regulatory and professional
landscape (Rehman & Hashim, 2018).

Methodologically, it is evident that the dominant approaches in forensic accounting
studies center around qualitative and survey data that explore practitioners' perceptions and
experiences. While these methods provide a wealth of qualitative insights, the literature also
signals a methodological gap in longitudinal studies that quantitatively measure the long-term
effects of forensic accounting processes on fraud prevention and detection (Mandal & Amilan,
2023; , Saha et al., 2025). This gap suggests a potential area for future research that could
enhance the rigor and applicability of forensic accounting practices.

Furthermore, several studies emphasize the necessity for forensic accountants to work
collaboratively with auditors and regulatory bodies to ensure a comprehensive fraud
prevention strategy. This collaboration enhances overall financial accountability and
transparency within organizations, as noted in various analyses that link effective forensic
practices with improved internal control systems (Putri et al., 2024; , Mosttafa et al., 2024).
Research from various countries also underscores the growing recognition of the strategic
importance of forensic accounting in combating fraud and ensuring robust governance
frameworks (Akinbowale et al., 2020; , Jacob & Funmi, 2024).

In summary, forensic accounting proves to be an essential tool in the detection and
prevention of financial crimes, with empirical evidence supporting its application across diverse
sectors and regulatory environments. However, given the methodological limitations and
contextual discrepancies highlighted in the literature, there remains substantial room for
further exploration and enhancement of forensic accounting practices globally.

3.2. Effectiveness of Forensic Accounting

Forensic accounting has emerged as a pivotal tool in detecting and preventing financial
fraud, demonstrating considerable effectiveness when implemented under conducive
conditions. Evidence suggests that the integration of forensic accounting practices with robust
internal controls and support from top management significantly enhances the success of fraud
detection and prevention efforts (Naz & Khan, 2024; (Mosttafa et al., 2024; Alzoubi, 2023; .
Dewayanto (Dewayanto, 2023; notes that when organizations establish forensic audit units
coupled with managerial backing, they experience a marked decrease in fraud incidents.

Key factors contributing to the effectiveness of forensic accounting include the
expertise of forensic auditors who are adept at recognizing fraud patterns and utilizing
advanced investigative techniques (Rifani & Hasan, 2022)(Natour et al., 2023; . Studies indicate
that forensic auditors equipped with specialized training significantly outperform regular
auditors in detecting manipulative financial practices (Rifani & Hasan, 2022). Additionally, the
availability of comprehensive access to financial data and organizational information systems
strengthens the forensic accounting function, allowing auditors to conduct thorough
investigations (Naz & Khan, 2024; (Jain & Lamba, 2020; . Independence from management
pressures is also essential, as it empowers auditors to act objectively without the influence of
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potential conflicts of interest, thereby reinforcing the integrity of their findings (Mosttafa et al.,
2024; Alzoubi, 2023; .

Empirical case studies offer insights that underline the proactive role of forensic
accounting in fraud prevention. For example, research illustrates that in a developing country
context, the establishment of a forensic audit unit and the provision of auditor training led to a
notable decline in both the frequency and duration of fraud detections (Natour et al., 2023;
Joseph et al.,, 2024). Such findings underscore the argument that forensic accounting is not
merely a reactive measure but can also implement preventive strategies that curtail potential
fraudulent activities prior to occurrence (Naz & Khan, 2024; Joseph et al., 2024). Furthermore,
the complexity of financial fraud necessitates a systematic approach to forensic accounting that
encompasses not just detection but also strategies for sustained prevention (Dewayanto, 2023;
Hashem et al., 2024).

Moreover, the broader literature supports the notion that sound internal controls
coupled with forensic accounting competencies can bolster corporate governance frameworks,
enhancing an organization’s resilience against financial misconduct (Mosttafa et al., 2024;
Alzoubi, 2023; Laourou, 2023). These findings converge to advocate for the continued
investment in forensic accounting practices as a standard element of corporate governance and
financial oversight, illustrating its importance in fostering ethical organizational environments
and promoting stakeholder trust (Jain & Lamba, 2020; Dalwadi, 2023). In summary, the
effectiveness of forensic accounting in combating financial fraud is well-supported by empirical
evidence and theoretical frameworks that emphasize the importance of auditor competence,
organizational support mechanisms, and the proactive application of forensic methods. This
synergy not only mitigates risks associated with financial crimes but also paves the way for
ethical business practices across various sectors.

3.3. Organizational and Human Factors

Organizational and human factors are integral to the effectiveness of forensic
accounting. Research indicates that a corporate culture prioritizing integrity and ethics
significantly enhances forensic accounting initiatives. For instance, Wahyudi et al. emphasize
that organizations fostering a whistleblowing culture and management dedicated to internal
controls have improved fraud detection rates (Wahyudi et al., 2024). These findings are echoed
by other studies, such as Mosttafa et al., which highlight the critical importance of ethical
leadership and a supportive environment in the successful implementation of forensic
accounting practices (Mosttafa et al., 2024).

Training programs are essential in this context. They not only equip employees with
necessary forensic skills but also promote a culture of accountability and compliance within
organizations. A thorough understanding of forensic accounting should extend beyond merely
addressing incidents post-factum; it should be integrated into the overall governance
framework of an organization to preemptively mitigate fraud risks. Mahmod et al. support this
notion, stating that effective training and resource allocation are vital to overcoming barriers
faced during the implementation of forensic accounting practices (Mahmod et al., 2024). When
these educational initiatives are aligned with an organization's culture, they can foster an
environment where ethical behavior is the norm (Ramirez et al., 2018).

Conversely, numerous barriers obstruct the full realization of forensic accounting's
potential. Notable among these are internal resistance, such as management reluctance to
initiate investigations, and resource shortages, including insufficient personnel and inadequate
data management systems (Muslim, 2025). Management conflicts of interest can further
complicate matters, often hindering transparent investigations and leading to a scenario where
forensic accounting is viewed as a reactive rather than a proactive measure (Muslim, 2025).
Evidence suggests a tendency among some organizations to regard forensic accounting solely
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as a remedial action after misconduct occurs, rather than as a crucial element of internal
governance (Kumar & Pinki, 2022). This reactive stance undermines the comprehensive risk
management that forensic accounting aims to provide.

In conclusion, while organizational culture and human factors play a pivotal role in the
success of forensic accounting practices, the presence of resistance and resource limitations
can significantly impede their effectiveness. A commitment to ethical practices, comprehensive
training, and the integration of forensic accounting into an organization's governance
framework are essential for enhancing its role in fraud prevention and detection.

3.4. Technological Dimensions

Recent advancements in forensic accounting have highlighted the vital role of
technology, particularly in the areas of data analytics, artificial intelligence (Al), and digital
forensics. These technologies enhance the ability to detect fraudulent activities and anomalies
within financial transactions. Empirical research indicates that big data analysis techniques and
machine learning algorithms significantly outperform traditional methods in identifying
suspicious transaction patterns and financial irregularities, offering improvements in both
accuracy and efficiency (Ahmed, 2024; (Mittal et al., 2021; . For instance, techniques such as
cluster analysis have been shown to facilitate anomaly detection effectively, offering quicker
insights compared to manual processes traditionally used in forensic accounting (Goh et al.,
2021).

The utility of Al extends beyond mere data processing; it also encompasses
sophisticated pattern recognition capabilities that are essential for forensic investigations.
Studies convey that the integration of these advanced technologies allows for the automation
of complex analytical tasks, thereby supporting investigative efforts in real-time scenarios
(Mittal et al., 2021; Islam et al., 2023). Machine learning, in particular, has emerged as a
transformative force in digital forensics by enabling the automatic detection of anomalies that
could indicate potential criminal behavior. This machine-driven approach aligns well with the
increasing digitalization of criminal activities, thus making Al tools indispensable in the modern
forensic toolkit (Dananjana et al., 2025; Islam et al., 2023).

However, despite the myriad benefits associated with these technological integrations,
the path to widespread adoption is fraught with challenges, especially in developing
economies. Adopting such advanced technologies is often impeded by several factors including
inadequate IT infrastructure, prohibitive implementation costs, lack of skilled personnel, and a
general resistance to shifting from traditional audit practices Teklay & Bobe, 2023)Ezekwueme
et al., 2024). Research indicates that many organizations have only begun to explore the
capabilities provided by these technologies, resulting in a situation where the full benefits
remain unexploited (Mittal et al., 2021; Teklay & Bobe, 2023). The juxtaposition of significant
potential and the prevailing implementation barriers underscores the need for strategic
initiatives aimed at enhancing technological readiness within firms operating in less developed
regions.

In conclusion, while the incorporation of data analytics, Al, and digital forensics marks
a positive shift towards more effective forensic accounting practices, the practical implications
of adopting these technologies remain constrained by existing challenges. Future research and
practice must therefore focus on overcoming these barriers to fully realize the impact of
technological advancements in forensic accounting.

3.5. Governance and Regulatory Environment

The governance and regulatory environment plays a crucial role in the effectiveness of
forensic accounting, particularly in the context of fraud detection and prevention. The
literature indicates a strong relationship between robust corporate governance mechanisms
and the successful integration of forensic accounting practices. Organizations that implement
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strong governance frameworks characterized by active boards of directors and independent
audit committees are more likely to effectively employ forensic accounting practices to combat
financial wrongdoing (Naz & Khan, 2024; , Putri & Supramono, 2022). For instance, effective
oversight bodies foster an environment conducive to the proper application of forensic
accounting, thus enhancing fraud prevention measures (Hamilah et al., 2022).

Furthermore, regulations aimed at enhancing transparency and protecting
whistleblowers significantly influence the effectiveness of forensic accounting practices. The
literature suggests that organizations with supportive regulatory frameworks create an
atmosphere that encourages reporting of unethical activities, thereby improving the detection
and prosecution of financial crimes. Whistleblowers are vital in this regard, as they act as
information sources that can illuminate misconduct (Berger & LEE, 2022; , Lee et al., 2021).
Notably, a strong whistleblower protection system is necessary to mitigate the risks faced by
these individuals, including retaliation and career jeopardy (Hastuti et al., 2024; , Okafor et al.,
2020).

Conversely, in environments where governance structures are weak, the application of
forensic accounting tends to be more symbolic than substantial, resulting in inadequate fraud
mitigation. Organizations lacking stringent regulations often see forensic accounting tools
underutilized or misapplied, resulting in only marginal impacts on fraud reduction (Sari, 2024).
The contrast between proactive, well-regulated governance settings and those with lax
oversight illustrates the consequences of insufficient governance on forensic accounting
efficacy.

In conclusion, the interplay between governance structures, regulatory frameworks,
and forensic accounting practices is pivotal in shaping the effectiveness of fraud prevention
strategies within organizations. Strong corporate governance not only facilitates the adoption
of forensic accounting but also bolsters the integrity of internal auditing and risk management
systems (Exmeyer & Jeon, 2020). Organizations seeking to enhance their fraud detection
capabilities must therefore prioritize the development of robust governance frameworks,
bolster protective measures for whistleblowers, and engage in transparent financial reporting
practices.

4. DISCUSSION

4.1. Interpretation of Key Findings

Forensic accounting is recognized as a critical tool in the prevention and detection of
corporate financial crime. Its effectiveness is significantly influenced by contextual factors
within an organization, including its internal governance structures and the regulatory
environment. Research indicates that organizations with strong governance systems,
heightened levels of transparency, and active management support are better positioned to
employ forensic accounting effectively. These organizations can identify fraudulent patterns
early, using forensic accounting not only for detection but also as a proactive strategy to deter
fraud. Specifically, forensic accounting has a substantial role in enhancing corporate
governance by promoting alighment between operational efficiencies and governance
practices (Mosttafa et al., 2024; , Rehman & Hashim, 2020; , Rehman & Hashim, 2020).

Conversely, organizations entrenched in a culture of opacity, bureaucracy, or conflicts
of interest may apply forensic accounting only nominally. In such environments, the practice
often resembles ceremonial compliance rather than a functional approach to fraud prevention.
This interplay highlights that the mere presence of forensic accounting does not ensure its
effectiveness without an organizational commitment to integrity and accountability (Alzoubi &
Almomani, 2021; , Rehman & Hashim, 2019). Organizations must foster environments that
encourage transparency and engagement with innovative fraud detection methodologies to
fully leverage the potential of forensic accounting (Verma & Verma, 2022; , Sule et al., 2019).
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Moreover, the variation in the effectiveness of forensic accounting across different
sectors is attributed to structural disparities. For instance, the financial sector operates within
stringent regulatory frameworks that necessitate rigorous oversight, making forensic
accounting a useful early warning system. Conversely, sectors such as family-run businesses or
certain public sectors, where oversight may be less stringent, often employ forensic accounting
reactively, primarily in response to incidents of fraud (Klopotan et al., 2018; , Tuharea et al.,
2024; , Asaleye et al., 2022). Ultimately, the results of forensic accounting are influenced not
only by the auditors' technical skills but also by the organization's readiness to embrace a
culture of accountability and robust governance (Gbegi & Adebisi, 2014; , Rehman & Hashim,
2020). In conclusion, the interaction between forensic accounting practices and the
organizational environment is crucial for effective fraud prevention and detection. Strong
governance, a commitment to transparency, and a proactive culture significantly enhance the
capabilities of forensic accounting techniques, rendering them more effective than in
organizations lacking such frameworks.

4.2. Theoretical Implications

4.2.1. Agency Theory

Within the framework of Agency Theory, forensic accounting acts as an essential
control mechanism designed to mitigate conflicts of interest between principals, namely
shareholders, and agents, typically managers. This relationship is fundamentally characterized
by information asymmetry, where managers possess greater access to financial information
compared to shareholders, increasing potential opportunities for manipulation (Rehman &
Hashim, 2018). Forensic accounting enhances corporate governance by providing investigative
skills that go beyond standard management controls, ensuring that principals can hold agents
accountable and align their interests effectively (Rehman & Hashim, 2018).

The capabilities of forensic accounting in addressing these conflicts stem from its
investigative nature, scrutinizing financial transactions and operational procedures. This
scrutiny minimizes the information asymmetry that exists within the agency relationship
(Olaniyan et al., 2021). Saleh et al. argue that forensic accounting practices promote
transparency and directly influence the quality of financial reports, ultimately bridging the
information gap between shareholders and managers (Saleh et al.,, 2020). Additionally,
integrating forensic accounting into corporate governance frameworks improves firm
performance by ensuring that stakeholders access credible and comprehensive financial
information, thus fostering trust in reported outcomes (Alsmady, 2022; , Onuora & Georgina,
2023).

Furthermore, applying forensic accounting can recalibrate organizational behavior
towards improved ethical standards, mitigating the risk of fraudulent activities (Okpede et al.,
2025). Hoenen and Kostova highlight the need for robust accounting practices to align
divergent objectives across varying operational contexts in multinational corporations,
suggesting that forensic accounting not only serves as a remedial measure against financial
misconduct but also cultivates an environment of ethical compliance and accountability
(Hoenen & Kostova, 2014).

In light of this conceptual foundation, the interplay between forensic accounting and
Agency Theory enriches the discourse surrounding corporate governance and accountability
mechanisms within organizations. Recent studies underscore the importance of forensic
accounting as both a proactive and reactive tool in combating financial manipulation, thereby
reinforcing the essential trust that underpins the principal-agent relationship (Adesunloro et
al., 2025; , Awolowo et al., 2018).

4.2.2. Fraud Triangle Theory
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The Fraud Triangle Theory, articulated by Donald R. Cressey in 1953, posits that three
key elements pressure, opportunity, and rationalization typically facilitate fraudulent behavior.
This theory serves as a heuristic tool for understanding the motivations behind fraud and the
conditions under which it occurs. Central to forensic accounting practice, the application of the
Fraud Triangle can effectively reduce the opportunity and rationalization aspects that often
lead to fraudulent actions.

First, addressing the element of opportunity, forensic accounting employs rigorous
audit techniques and controls that minimize the chances for fraud. (Alhumoudi & Alhumoudi,
2023) emphasize that the role of forensic accountants in establishing robust oversight
structures can effectively curb opportunities for dishonest practices (Alhumoudi & Alhumoudi,
2023). Opportunities often manifest in weak internal control systems, which forensic
accountants strive to strengthen. Additionally, (Wahyudi et al.,, 2024) indicate that
implementing effective internal control objectives can significantly mitigate the risk of fraud by
maintaining a quality internal control system (Wahyudi et al., 2024).

Secondly, rationalization plays a critical role in the Fraud Triangle, as individuals often
seek to justify their unethical actions. Research underscores the importance of awareness
regarding audits and scrutiny, which can directly affect an individual’s capacity to rationalize
fraudulent behavior. (Rustiarini et al., 2019) highlight that thorough audits can deter potential
wrongdoers by increasing the perceived risk of detection, thus addressing the rationalization
factor (Rustiarini et al., 2019). This aligns with findings by (Troy et al., 2011), who demonstrate
that cognitive processes behind rationalizations can significantly impact an executive's
willingness to commit fraud (Troy et al., 2011). Moreover, institutional frameworks that
emphasize accountability can reduce the likelihood that individuals will justify unethical
actions, as suggested by Alhumoudi and Alhumoudi (Alhumoudi & Alhumoudi, 2023).

The interaction between opportunity and rationalization is particularly noteworthy.
When opportunities for fraud are curtailed, it can also minimize the justifications individuals
construct for their actions. Therefore, effectively implementing forensic audit techniques
serves a dual purpose: directly impairing the opportunity for fraud while concurrently altering
the psychological landscape that facilitates rationalization (Dorminey et al., 2012). (Dorminey
et al., 2012) support this assertion by stating that an overall audit risk assessment plan must
include considerations of both opportunity and rationalization within the Fraud Triangle
(Dorminey et al., 2012).

In summary, the application of the Fraud Triangle Theory in forensic accounting not
only aids in identifying potential risks of fraud but also in addressing the critical elements of
opportunity and rationalization. As organizations invest in stronger oversight mechanisms, they
not only reduce the scope for fraudulent activity but also inhibit the mental justifications that
often accompany such behavior. Hence, fostering a culture of transparency and accountability
is imperative in the preventative measures against fraud.

4.2.3. Resource Based View (RBV)

The Resource Based View (RBV) positions organizations’ resources and capabilities
particularly unique and valuable assets as critical to achieving a sustainable competitive
advantage. This perspective can be particularly illuminating in examining the role of forensic
accounting within businesses, as it integrates the detection and prevention of fraudulent
activities while enhancing stakeholder trust and corporate reputation.

Forensic accounting serves as an invaluable resource that embodies the RBV's key
characteristics: it is valuable, rare, and inimitable. Its ability to detect financial anomalies not
only safeguards an organization’s assets but also fortifies its reputation as a trustworthy
enterprise. This reputational capital is crucial, as strong investor confidence and operational
stability directly correlate with a firm’s long-term performance (Ferdaous & Rahman, 2019;
(Riahi-Belkaoui, 2003). The findings of Riahi-Belkaoui emphasize that companies leveraging
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their intangible resources including forensic accounting capabilities can enhance their overall
performance and foster an environment of integrity and transparency, which is essential for
maintaining competitive advantage in a saturated market (Riahi-Belkaoui, 2003).

Moreover, the role of forensic accountants extends beyond mere anomaly detection; it
encompasses actively preventing economic crimes through rigorous investigative techniques.
This aspect aligns with the strategic imperatives identified by Tuharea et al., who argue that
forensic accounting is instrumental in combatting fraud and corruption, thereby preventing
substantial financial losses across both public and private sectors (Tuharea et al., 2024). By
embedding forensic accounting practices, firms not only comply with regulatory standards but
also create a culture of ethical conduct that can lead to long-term benefits, evidenced by
improved stakeholder relationships and greater institutional stability (Tuharea et al., 2024).

The integration of forensic accounting with corporate strategy exemplifies the RBV's
assertion that the deployment of unique resources can lead to superior performance
outcomes. As noted by Godfrey and Hill, unobservable factors such as stewardship and
integrity can vyield significant competitive advantages; thus, organizations prioritizing the
acquisition and implementation of forensic accounting competencies can distinguish
themselves in the marketplace (Godfrey & Hill, 1995). In summary, viewing forensic accounting
as a strategic asset illuminates its role in enhancing not just short-term performance but also
long-term organizational resilience and reputation, fostering sustainable growth and
profitability in fiercely competitive environments.

4.3. Practical Implications

The research findings emphasize the need to establish independent forensic audit units
in large and medium-sized companies, particularly in sectors with high fraud risks. These units
should be structured independently from regular internal audits to allow them to operate
without pressure from management. Furthermore, improving professional competency is
crucial. Training and certifications such as Certified Fraud Examiner (CFE), Certified Forensic
Accountant (CFA), and Forensic Certified Public Accountant (FCPA) should be encouraged to
equip experts with adequate analytical and investigative capacity. The integration of analytical
technology and machine learning into financial oversight processes is also recommended. The
use of Al-based anomaly detection and real-time data analysis has been shown to identify
suspicious transaction patterns more quickly than conventional methods. Therefore, forensic
accounting needs to be oriented not only toward post-incident detection but also toward
predictive early warning systems.

4.4. Policy Implications

From a policy perspective, the results of this study demonstrate the need for stronger
regulations and clear professional guidelines regarding forensic accounting practices.
Governments and professional associations, such as the Institute of Certified Public
Accountants and the Association of Certified Fraud Examiners (ACFE), need to expand
regulations related to investigative audits and strengthen legal protections for forensic
auditors, particularly in cases involving large or high-risk entities. Cross-agency collaboration
between regulators, accounting associations, and educational institutions is also crucial. The
academic world can play a role in developing technology-based forensic accounting curricula,
while regulators and professional associations play a role in standardizing practices and
overseeing professional ethics. This collaborative approach will build a conducive ecosystem for
strengthening forensic capacity at the national and international levels.

4.5, Limitations and Future Research Directions

While this research makes important conceptual and practical contributions, several
limitations should be acknowledged. First, most of the reviewed studies are descriptive or case
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study based, making the results difficult to generalize across organizational contexts. Second,
longitudinal research assessing the long-term impact of forensic accounting implementation on
financial performance and corporate governance is still very limited. Third, cross-country
comparisons especially between developed and developing countries have not been widely
explored, even though regulatory context and organizational culture can significantly influence
the effectiveness of forensic audits.

Based on these limitations, several future research directions are suggested to
strengthen the understanding and development of this field. First, it is necessary to develop a
quantitative empirical model that can objectively measure the effectiveness of forensic
accounting in reducing fraud incidents and increasing financial reporting transparency. Second,
future research could examine the integration of Artificial Intelligence (Al) and big data
analytics into the forensic audit process to enhance the detection of complex financial patterns
and anomalies. Third, it is important to explore the application of forensic accounting to Micro,
Small, and Medium Enterprises (MSMEs) in developing countries, where internal control
systems and governance capacity are still relatively weak.By exploring these research
directions, it is hoped that future studies on forensic accounting can provide a stronger
empirical basis, enrich the development of modern forensic accounting theory, and support the
formulation of more effective policies in strengthening the financial crime prevention and
detection system at the global level.

5. CONCLUSION

The study results show that forensic accounting plays a crucial role in detecting and
preventing financial crimes in the corporate sector. Its effectiveness is proven to increase when
supported by three main factors: a strong organizational structure, the professional
competence of forensic auditors, and the use of modern technology. In the context of an
organization with good governance, forensic accounting functions not only as a detection tool
but also as a preventive mechanism capable of reducing the opportunity for financial
manipulation. The integration of forensic accounting with the corporate governance system
also strengthens transparency, accountability, and public trust in the company's financial
performance. Furthermore, the adoption of technologies such as artificial intelligence-based
data analysis and machine learning improves the accuracy and efficiency of the financial
investigation process, enabling companies to achieve early detection at a more cost-effective
rate. However, the effectiveness of forensic accounting remains dependent on the
organization's internal conditions, such as an ethical culture, top management support, and the
independence of the forensic audit unit, which functions to carry out oversight without
intervention.

Theoretically, this study expands the application of Agency Theory and Fraud Triangle
Theory by positioning forensic accounting as an instrument capable of reducing agency conflict
and suppressing elements of opportunity and rationalization in the occurrence of fraud.
Forensic accounting acts as an active monitoring mechanism that minimizes information
asymmetry between managers and owners, while strengthening market discipline. The findings
also introduce a new conceptual framework linking three main elements: forensic capability,
corporate governance, and fraud prevention effectiveness. Within this framework, forensic
capabilities, both technical and investigative, will only be effective when they are within a
transparent governance environment and supported by an organization's ethical commitment.
Practically, the results of this study provide strategic guidance for companies to establish
independent forensic audit units, strengthen auditor competency through professional
certifications such as the Certified Fraud Examiner (CFE), and utilize advanced technology in
the investigative process. This approach encourages a paradigm shift from traditional auditing
to preventive forensic auditing, namely an audit system that focuses on the prevention and
early detection of potential financial fraud.
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From a policy perspective, this study emphasizes the importance of harmonizing
regulations and global standards for forensic accounting practices. Currently, substantial
differences exist between countries regarding professional standards, reporting mechanisms,
and legal protection for forensic auditors (IFAC, 2023; ACFE, 2024). Therefore, collaboration
between international institutions such as the International Federation of Accountants (IFAC)
and the Association of Certified Fraud Examiners (ACFE) is needed to develop a more uniform
cross-jurisdictional standards framework. Governments and professional associations are also
expected to strengthen institutional infrastructure through the development of national
certification mechanisms, increased training based on digital forensic technology, and strict
oversight of forensic audit practices in the private sector. These steps will strengthen the
integrity of the national financial system, increase investor confidence, and create more
transparent and accountable corporate governance.

For further research, it is recommended that future researchers develop an empirical
model capable of measuring the effectiveness of forensic accounting in reducing fraud
incidents and increasing corporate transparency longitudinally. Furthermore, cross-country and
cross-industry research is needed to understand how cultural, institutional, and technological
factors influence the success of forensic accounting implementation. The integration of
artificial intelligence (Al) and big data analytics in forensic auditing is also a highly promising
area of research, given its growing role in detecting financial anomalies in real time. Thus,
forensic accounting is expected to develop into a more adaptive, proactive, and relevant
control system in addressing the challenges of financial crime in the global digital era.
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