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auditors,

politicians, media, regulators and the general public. Forensic auflltmg '
a veritable tool used for fraud detection in public sectors in Nigeria. Public secto
organizations are those organizations owned and managed by the goverpment. '
Fraud is a deliberate deception to secure unfair or unlawful gain. It is a majo
concern in developing nations, which is gradually becoming a normal system 01
operation in public sector organizations. Fraud can be internal or externa
Internal fraud involves the use of fictitious invoices to cover supplies made i1
public offices. Payments made to staff and contractors cou!d be equalljl
duplicated; theft of stock provided in an organization, tampering with sy_stem dah
without due authorization, leaking of secrets of an organization to a thlrd‘ party.
External fraud on the other hand involves the fraud commit'ted' against a1
organization by person(s) who are not employed by the migamzatlon to have
financial gain or to use a service or product without authorization or payment.
Although fraud affects the whole world, the magnitude of fraud in Nigeria anc
the extent to which the economy is negatively affected is alarming. Am fron
the effect on the economy, fraud has also created negative perception o
Nigerians as people who are not trust worthy. Forensic auditing is §ald to bring
significant improvement in the quality of fraud detection and prevention.

Financial fraud is gradually becoming a normal way of life. (Modugu anc
Anyaduba 2013) submitted that financial irregularities have become the specialty
of both private and public sector in Nigeria as individual perpetrates fraud anc
corrupt practices according to the capacity of their office. Consequently, there is :
general expectation that forensic auditing may be able to stem the tide of financia
malfeasance witnessed in the public sector of the Nigerian economy.
It has now become pertinent that forensic auditing be introduced and practicec
since the external auditors do not or may not have the required training to be able
ike white collar crimes such as security fraud
embezzlement, bankruptcies, contract disputes and possibly criminal financia
transactions; including money laundering by organized financial Criminals

Forensic auditors play an increasingly important role in litigation support anc
other legal disputes formed by these recent frauds and failures.

However, there has not been adequate emphasis on how
help curtail financial crimes in Nigerian public sector
unreliable views that abound. Consequently, this study see

examine the impact forensic Auditing play in prevent
organisations in Nigeria.

forensic auditing car
beyond the severa
ks to fill this gap by
ing Fraud in public

o ian public sector. i
objectives of the study are as follows: g ector. The specific
i. To examine the roles of forensic a

amine th uditors in uncov
organisations in Nigeria,
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computed with the aid of the Statistical Packages for Social Sciences (SPSS)
Version 17. The findings suggested that both the proactive and regctlve focriexllsli :
auditing techniques have a negative significant relationship with fraudu de;ld

practices in Nigerian public institutions. Based on the above, it was recommen e
that: (1) The Economic and Financial Crime Commission (I?FCCI)é e
Independent Corrupt Practices and other related offences Corlnmlssmn ( ai
and other anti-corruption bodies in Nigeria should have, in their payroll, m’cem_c
forensic auditors to supplement the duties of the internal auditors; (2) Foren§1t
auditors should regularly undergo training and development pfograrr'ls' to vagalg
them with relevant knowledge and skills for effective forensw_ auditing; and ( )
Forensic auditing should be made mandatory for public institutions by regulatory

authorities rather than being voluntary.

Ramazani & Refiie (2010) studied the accountants’ perceptior’l of prev'entlvz‘
methods of fraud. In this research they examined accountants' perception Of
forensic auditing which demonstrates a low extent of accountant's perception 0

forensic auditing.

Srivastava, Mock & Turner (2003) in their study found that forensic audit
procedures significantly lowered fraud risks. Furthermore, research has also
proven that proactive forensic data analysis using computer based sophisticated
analytical tests can detect fraud that may remain unnoticed for years (Brown,
Aiken, & Visser 2007). In the works of Dada, Owolabi and Okwu (2013)', they
attempted to look at the relevance of forensic auditing in effective reduction of
fraudulent practices in Nigeria. The results of the study revealed that fraud
reduction is significantly and positively related to fraud investigation and
detection through forensic auditing.

Theoretical Framework

Social Control Theory

This theory proposes that people’s relationships, commitments, values, norms and
beliefs encourage them not to break the law, and that if morals codes are
internalized, individuals will voluntarily limit their propensity to commit deviant
acts. As this acts are undertaken in the pursuit of self-interest and self-control.

3. METHODOLOGY

The research method adopted by this study is survey. This was done through the
systematic collection of data by administering questionnaires which include
varieties of randomly selected questions relevant to the study in order to assess
the impact of forensic auditing in the prevention and detection of fraud. This
method was used to acquire primary data and was chosen because it involves a
systematic and scientific collection of data from a large population.

The study population of this research consists of staff members of the audit and
accounting department of the Corporate Affairs commission and limited to them
alone. The sample for this research work is drawn from staff members of the
accounting and agditing department of the Corporate Affairs commission
Considering the opje.ctives of the study, it is expedient to ensure that the sam l' »
identified is a statistical representation of the population and stands clear of bp N
as much as possible. The sampling technique that was employed is the nt;?:

018
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Obabilit 2 sam]lalmg telc l:,r'lques. Seventy (70) respondents were selected
pr Jom! from the population as sample size. The source of data used in this
mn,qfch work is primary.

‘.esﬂ,t
1c.s’tionnaire WS des?gned _to obtain the data needed for the purpose of the
<h, The questionnaire rating scale was a five likert-summated rating scale.
Data WS collected through the administered structured questionnaire. The data
COuected from the research instrument [questionnaire] used is analyzed using

coression model. The study examines forensic auditing as a tool in

finear T : . .
plfventing and detecting fraud in public sector organisations

4. Results and Discussions
Auditing and Fraud Detection:

Forensic

« results of effect of forensic auditing in fraud detection are presented in table

Th
] and 2
Table 1: Model Summary |
Adjusted Std. Error of
Model R R Square R Square the Estimate
1 743* 352 533 41912

a. Predictors: (Constant), forensic auditing

Adjusted Coefficient of Determination: This gives an idea of how much of the -
variance in the dependent variable (fraud prevention and detection) is explained
by the model (which includes the variables of forensic auditing).

This indicates that our model explains 53.5% of the variance in organizational
fraud. About 46.5% is left unaccounted for which is attributed to error term. From
the stated, the model explains 53.5% of any change in the dependent variable,
thus making it significant.

Coefficient of Determination (R2): In this case, we have 70 observations which is
large, thus the adjusted R squared value is better off at 53.5% shared variance

over the R square at 55.2% shared variance.

The coefficient of determination between (forensic auditing) and (fraud
Prevention and detection) is 0.552, indicating a shared variance of 55.2% between

the two varjables.

Table 2, Coefficient I

Unstandardized Standardized
Coeflicients Coellicients
St .
i Lrror Beta 1 Sig
(Constant) 261 20 1.284 000
forensic
auditing 650 Al 43 S.808 000
& Depende "
Pendent Variable: fraud prevention and detection
- oly
e Mme 2 N
""" umber 1, June. 2018

e YRR
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The table shows that the beta coefficient relating forensic auditing to fraud
prevention and detection is 0.650. The results offer a strong evidence of a positive
relationship between forensic auditing and fraud prevention and detection. The
positive regression coefficient for forensic auditing is significant (Sig. value =
0.000). This implies that a firm that employs forensic auditing technique is more
likely to prevent and detect fraud. Therefore, carrying out forensic auditing 1 @
potential way for the firm to prevent and detect fraud.

In the first hypothesis, HO, It was assumed that Forensic Auditing has no

significant effect on fraud detection in public sector organisations in Nigeria.

Based on the results from the regression analysis (Table ) which showed that the

cocfficient of forensic audit is positive and significant at B = 0.650 and a P-value

of 0.000. On the basis of this result, we retain the alternative hypothesis ar}d

conclude that Forensic Auditing has significant effect in uncovering fraud in
public sector organisations in Nigeria.

Forensic Auditing and Fraud occurrence

Table 3 and 4 present results on the effect of forens
fraud in public sector organisation in Nigeria.

ic auditing on occurrence of

Table 3: Model Summary
Adjusted Std. Error of
Model R R Square R Square the Estimate
1 755" .570 .555 .87071

a. Predictors: (Constant), forensic auditing

Adjusted Coefficient of Determination: This gives an idea of how much of the
variance in the dependent variable (fraud prevention and detection) is explained
by the model (which includes the variables of forensic auditing).

This indicates that our model explains 55.5% of the variance in organizational
fraud. About 44.5% is left unaccounted for which is attributed to error term. From
the stated, the model explains 55.5% of any change in the dependent variable,
thus making it significant.

Coefficient of Determination (R2): In this case, we have 70 observations which is
large, thus the adjusted R squared value is better off at 55.5% shared variance ..

over the R square at 57% shared variance.

The coefficient of determination between (forensic auditing) and (fraud
prevention and detection) is 0.570, indicating a shared variance of 57% between

the two variables.

Table 4 Coefficient 11

e
Standantized
Unstandardizad Cosflicients Couflicicnts
Madds! ) Sul. Lo et T
Sig
| onstantl
S8 y
1 1) 140 o5
Forene awditng 1.60 03 755 P -
4 Dependent Vanable: fraud prevention and detevtion
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The (able shows that the beta coefficient relating forensic auditing to fraud

’1.cvcntior} and gietectt;?ll 1S 1_.602. Tl_le results offer a strong evidence of a positive
1-elationshlp between Of{?ll§lc auditing and fraud prevention and detection. The
sitive |-C.gre.:ssm.n coefticient for forensic auditing is significant (Sig. value =
0.000). This 1111}3]‘?—5(1“:;‘t a firm that employs forensic auditing technique is more
jikely t0 prevent an fatect fraud. Therefore, carrying out forensic auditing is a
potential way for the firm to prevent and detect fraud.

Based on the results .from t_he_ regrqs§ion analysis (Table 4) which showed that the
cocfficient of forensm.audlt 1$ positive and significant at B = 1.602 and a P-value
of 0.000. On the basis of this result, we retain the alternative hypothesis and

conclude that the use of forensic. auditing significantly reduce the occurrence of
fraud cases 10 public sector organisations in Nigeria

5 Conclusion and Recommendations

There is a need to provide a comprehensive framework involving the use of
forensic auditing methodology particularly in the areas of audit planning and
execution, and for a uniform reporting practice that would spread out the
implementation control failures including failure of senior management in
implementing prescribed controls.

Fraud and white collar crime have increased considerably over the past years, and
experts believe that the trend is likely to keep on growing if adequate measures
are not taken to curb this perfidy. So in the quest to combat this economic
monster (fraud), the concept of forensic auditing was introduced. After carrying
out this research study, the following conclusion was arrived at; that forensic
auditing can provide panacea to fraud detection. The importance of forensic audit

_—

fa

ANAN /

in public sector cannot be measured; it helps in detecting cases of financial fraud -

and also preventing fraud thereby ensuring that the fraud rate in the public sector
is of a minimal level.

The engagement of forensic auditing in public sector organisations serves as a
road map for transparency in detecting and preventing fraud. Thus, Forensic
auditors should be employed in public sector to go through the books of accounts

in order to detect any form of fraud. In addition, the internal controls and .

management should be educated and informed of the most common type of fraud
and the department responsible so that unreasonable loss of money and fraudulent
practices could be addressed. Also, Forensic audit should be used in place of
conventional audit.

g
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