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ABSTRACT
Forensic accounting has come under attention due to a fast growing increase in white-collar crimes and financial frauds
. But, it is in initial stage in India. There is no defined body that provides formal education about the frauds in India. In
India serious fraud office and IRDA have special focus on the frauds. However there is no specialized education
provided by any of the universities in the country. White-collar crime is an ignored area in that sense.
This paper examines the present status of application and role of forensic accounting in India and recommends steps that
should be taken for the enhancement of the utilization of forensic accounting as an effective tool for combating fraud and
corruption in India.
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Forensic Accounting- A Vision for Fraud Detection
“Like a forensic accountant trying to solve a corporate fraud, following the trail of money around the circle is
a good way to understand what actually happens as capitalism unfolds.”
Introduction to Forensic Accounting
Forensic Accounting has been given several names like financial forensics or forensic accountancy. It is a
branch of accountancy that specialises in the practice area of accounting which outlines engagements that are
consequences of disputes, actual or anticipated, or litigation. On breaking down the term, we understand:
❖
Forensic refers to something suitable to be used in the court of law.
Forensic auditors or investigative auditors are few names given to a forensic accountant. Forensic Accounting
offers specialization in the following:
●
Insurance Claims
●
Money Laundering
●
Personal Injury Claims
●
Construction
●
Anti-Money-Laundering or,
●
Royalty Audits
Steps Involved in Forensic Accounting
The main steps involved in forensic analytics are:
1. Data Collection
2. Preparing Data
3. Analysing Data and,
4. Reporting
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Forensic Accountants: The Road Not Taken
These accountants are often involved in recovering money of a serious felony and in other confiscation
activities related to proceeds with regards to actual or potential money laundering and crime. In our country,
India, there exists a unique class of forensic accountants named Certified Forensic Accounting Professionals.
The qualifications held by different forensic accountants have been illustrated below:

Objectives Of The Study:
●
●
1)
2)
●

To understand the meaning of forensic accounting in depth
To analyze
the reasons pertaining to why forensic accounting is not known to all as a subject in India
the scope of forensic accounting in India
To suggest ways to bring the subject into light

FORENSIC ACCOUNTING: DIVING BELOW THE SURFACE
Forensic Accounting can be considered as the amalgamation of accounting, investigative and auditing skills.
In this field of accounting, accountants are taught to look beyond figures and numbers in order to understand
the reality of any business. While practicing forensic accounting, the forensic accountant collects financial
evidence that can be provided in the courts and form the basis for dispute resolution or debate. Following are
few of the activities that a forensic accountant undertakes:
❖
Analysing and investigating evidence based on the financials of an entity
❖
Developing computer applications for the same
❖
Preparation of reports, exhibits, etc.
❖
To assist in all legal proceedings and to act as an expert witness
The reputation of several companies and people are at stake in case of fraudulent activities and this therefore
calls for them to be discreet. When these accountants conduct an audit, they are actively searching for fraud.
They do not restrict themselves only to financial statements but may also want to go through the company’s
databases and their court records.
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Basics followed by Forensic Accountants:
★ Step 1: Meeting an attorney, a government representative or another client to know the details of the case
of fraud.
★ Step 2: Next, they begin with their research and focus mostly on gathering information. For this they
investigate documents like bank records, credit statements, books of accounts, e-mails and memos. This is
done in order to get the overall picture of the financial position of the company.
★ Step 3: After this the accountants begin investigating the accused through interviews. By doing this they
notice irregularities and attempt finding the missing piece. Subtle hints should be caught and thus
observational skills are a must.
★ Step 4: On gathering sufficient information to work on, the accountants begin the process of analysing the
data possessed. They evaluate the financial statements of the company, find out the loss incurred and try
to arrive at a rational reasoning.
★ Step 5: The last step involves preparing a report revealing what the investigation uncovered and what
subsequent steps can be taken. In addition to this, they may offer litigation support.
➔

A LEADING CASE
In the year 1996, a city manager of Contra Costa County had suspicions when a locally established disposal
service company asked help to keep itself afloat. Orinda-Moraga Disposal Services wished to raise prices but
wanted permission from Contra Costa Sanitation District. The company had recently stated that it wanted to
reduce rates. Dan Ray, a forensic accountant, was hired by the city manager.
On examination of Orinda-Moraga’s records, Ray found out that the company passed cheques in the names of
people at companies who didn’t exist and to fake addresses. The owner of the disposal company had created
these companies to illegally steal money from the company. This inflated the business costs so the increased
rates were justified.
Ultimately, the owner and his partner were found guilty in civil as well as criminal suits.

Dan Ray, the Forensic Accountant
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FORENSIC ACCOUNTING IN INDIA
The nature of fraud has changed over the years. The manufacturing sector in India is said to contribute 28% of
India’s GDP (Gross Domestic Product) and is also the sector that faces maximum fraud cases due to the
complexity inherent to it. Next in line are the real estate and public sector undertakings. A heavy loss of
reputation and wealth has taken place as a result of such fraudulent activities. For this reason the government
has set up an institution called “Forensic Research Foundation”.
It was mentioned in a report by the Association of Fraud Examiners that the world loses a whole 5% of its
yearly revenue to fraud. Since this is such a big issue, measures to curb fraud were developed and that is how
forensic accounting was introduced in India.
“Sherlock Holmes was probably the most famous practitioner but Kautilya was the first economist who
openly recognized the need of forensic accountants.”
Kautilya is said to have identified forty ways to carry out embezzlement.
However, forensic accounting is still a toddler in the huge subcontinent of India. Despite this, RBI is slowly
recognizing the need for this as a measure of countering fraud and has thus made it mandatory to have
forensic accounting audits in banks.
The growth in cyber crimes, security scams, etc - all pinpoint towards the need for a better understanding and
involvement of forensic accounting. The Satyam scam has caused many to realise the need to understand the
initial signs at recognizing fraud taking place at a company. Forensic Accountants also help the government’s
Serious Fraud Investigation Office.
There is an acute shortage of skills required by a forensic accountant in India. Opposed to this, there is a huge
demand owing to the number of frauds committed everyday. According to a survey, there are only 400
forensic accountants in the nation.
Therefore, this calls for the need to spread the subject and for the government to play an active role in
promoting it in the country.
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FINDING THE TIP OF THE ICEBERG: SUGGESTIONS TO BRING FORENSIC ACCOUNTING
INTO LIGHT
The existence of forensic accounting in India is minimal and this calls upon the need to make suggestions on
how to promote it. Being a country of rich political culture and governmental framework, it is necessary for
the government to play an active role at promoting its need.
Like the Chartered Accountants Act, 1949, a legislation must be passed to make forensic accounting
mandatory in companies. Institutes should design a course to specialise in forensic accounting because it is the
need of the hour. In 2017, there are an average of 3-4 educational institutions providing a certificate course or
a diploma in the subject.
The Government should spend some time and resources to ensure that the subject is made part of the
academic curriculum and also made compulsory in organizations due to the high rate of fraudulent activities.
The following table gives us an idea of the urgency to start working on forensic accounting in India:
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ABOUT THE METHODOLOGY
The research attempts to understand and highlight the need for forensic accounting in India, a country where
fraudulent activities are blooming everyday. It deals with collection of data regarding how many people have
heard of, know of or learnt of forensic accounting.
The survey was conducted online and answered by students, lecturers and people working in organizations. It
aimed at understanding the dire need of the day.
FIGURE:1

Source: Own Computation Primary Data
The survey was conducted and the questionnaire was offered to 35 respondents with different fields of
profession where only 29 responded out of which 79.3 percent were students (Show in Figure:1) as the main
objective of the questionnaire was to find why forensic accounting is unknown to majority Indians.
FIGURE:2

Source: Own Computation Primary Data
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Figure:2 shows the real awareness and knowledge of Forensic Accounting held by Indians. The result was
positive as 72.4 percent of people have heard of the term “ Forensic Accounting” where 10.3 percent have
never heard about it and 17.2 percent of people may or may not have heard about it.
FIGURE:3

Source: Own Computation Primary Data
Figure:3 shows the results for the most important question of whether people know what Forensic Accounting
means. On analyzing the pie chart, we see that 48.3% of the surveyed people have a slight idea and 27.6%
have no idea about the concerned topic of interest and 24.1% know what Forensic Accounting means. From
this data we can conclude that even though majority of Indians have heard of the term, forensic accounting,
they still do not know what it means properly and this calls for the need to encourage the term in a country
where fraudulent activities take place everyday.
FIGURE:4

Source: Own Computation Primary Data
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Figure:4 shows the results of how many people have heard about Forensic Accounting by which we mean the
source they came across.
Where majority of 41.4% respondents said they have learned about Forensic Accounting from the internet and
educational Institutes and 10.3% respondents said they have learned it from research papers. Only about 6.9%
of our sample has learned of the term at their workplace. This indicates that many organizations still are
unaware
of
forensic
accounting
as
a
technique
to
deal
with
fraud.
FIGURE:5

Source: Own Computation Primary Data
Figure:5 gives us an idea of what the respondents think about Forensic Accountants deals with where 39.3%
respondents said Financial Accountants Deals with Business/Employee Fraud investigators, 14.3%
respondents believe they deal with Shareholder’s and Partner’s disputes, 7.1% think they act as criminal
investigators and the rest 39.3% of the respondents feel that Forensic Accountants work as Criminal
Investigators , Settle Shareholders and partners dispute or helps in personal Injury Claims. This shows that in
India, even though we have a slight idea of the above, we still need an in-depth understanding of the same
because in reality forensic accountants deal with all the options.
FIGURE:6

Source: Own Computation Primary Data

701

Aishwarya Arun Kumar

International Journal of Engineering Technology Science and Research
IJETSR
www.ijetsr.com
ISSN 2394 – 3386
Volume 5, Issue 1
January 2018

Figure 6: answers the sad truth of the Indian education system where people are not aware about the institutes
training students in Forensic Accounting. The Question was to check the awareness of respondents about the
institutions training students in Forensic Accounting. Where 75.9 percent were not aware about any institutes
training students in Forensic Accounting where rest 23.1 percent respondents were aware or had a slight idea
about institutions training students in forensic accounting.
FIGURE:7

Source: Own Computation Primary Data
Figure 7: speaks about reality of our education systems where there are no books / study matter available in
any educational institution’s library where 75.9% percent of people said there are no books available or didn’t
know the availability of books related to Forensic Accounting in their library.
Only 24.1% respondents said there are books available in their library.
FIGURE:8

Source: Own Computation Primary Data
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This question was posed in order to understand the level of awareness amongst lecturers at the undergraduate
and postgraduate institutes of the subject. While 48.3% respondents stated that only a few faculty members of
their college were aware, 41.4% respondents said that majority of their faculty was well-versed with the
subject. 10.3% of our sample said their faculty said their faculty wasn’t aware. This shows us that there is a
greater understanding of the subject amongst people teaching at educational institutions probably due to
attending seminars, international conferences and a habit of being up to date with current affairs and general
knowledge.
FIGURE:9

Source: Own Computation Primary Data
The sample of respondents we chose completely believes that statutory bodies like ICAI should take steps to
promote forensic accounting as a career option.
FIGURE:10

Source: Own Computation Primary Data
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72.4% of our respondents feel that forensic accounting should be made mandatory in companies as a measure
to prevent fraud while 27.6% doesn’t believe so.
FIGURE:11

Source: Own Computation Primary Data
Personally 96.6% of the people feel that if forensic accounting will make a difference towards reducing the
fraud cases in India, then the profession should grow. However a small percent of our sample does not believe
so because they are not sure that it would help make a difference.
FIGURE:12

Source: Own Computation Primary Data
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Our sample was asked if they think passing a legislation would be required in order to express the significance
of the subject to people where 72.4% believed that a legislation is necessary and another 13.8% believed that
it is not necessary. Another 13.8% was not sure.
FIGURE:13

Source: Own Computation Primary Data
This question talks about whether professionals have felt the need for a forensic accounting department in
their organisations out of which 55.6% have expressed that they do need such departments in their
organizations. On the contrary 44.4% people haven’t felt the need.
FIGURE:14

Source: Own Computation Primary Data
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This question was formulated to understand the dearth of forensic accountants in our country. Out of our
respondents, 93.1% of them do not know a single person pursuing a career in this field. This is an indication
of acute shortage of forensic accountants in India.
FIGURE:15

Source: Own Computation Primary Data
Our last question was to know if the name “forensic accounting” generates interest amongst and 62.1%
respondents wanted to pursue a career while 37.9% did not want to do so.
LIMITATIONS OF THE STUDY:
●
Time constraint was one of the major limitations during the study.
●
The study was limited to less number of people.
●
Questionnaires were given to 35 people out of which 29 responded.
●
The study may not be relevant for the upcoming financial year i.e., 1st April 2018.
●
Respondents were unwilling to give complete information to certain questions.
●
Responses were influenced by personal bias.
CONCLUSION
Forensic Accounting is used as a investigative tool in India rather than a preventive tool. But as the saying that
has been passed down centuries,
“Prevention is better than cure.”
our country needs to focus on preventing fraud. If forensic accounting is made mandatory in corporates, scams
worth crores can be avoided which will be beneficial for the economy. SEBI has come up with an initiative of
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ensuring the set-up of a forensic accounting cell to improve the quality of financial information and to reduce
irregularities.
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