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ABSTRACT 
This study interprets the importance of critical thinking and concern for the 
triggers of fraudulent behavior and financial fraud. The purpose of the study 
is expanded by explaining the application of fraud management as corporate 
governance to prevent fraud, and the involvement of forensic accounting 
practices is necessary. This study, a systematic literature review (SLR) by 
adopting part of the Preferred Reporting Items for Systematic Reviews and 
Meta-Analysis (PRISMA) method, to identify, and construct a fraud 
management and forensic accounting model. The findings, fraudulent 
behavior occurs because there is a triggering factor, and someone has 
difficulty ignoring it. Psychologically it has taken root and rationalized the 
truth of fraud on the basis of pressure, opportunity supported by capability, 
such as triggers for fraudulent behavior in the fraud triangle model and the 
diamond fraud model. Synthesis of findings, it is important for internal control 
in fraud management to be applied for early detection and investigation and 
it is necessary to involve forensic accounting practices to detect, investigate 
accounting and litigation to resolve financial fraud in the financial data-based 
justice system. The novelty of this research offers a fraud management and 
forensic accounting model to prevent fraud and the financial condition of the 
company. 
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INTRODUCTION 

The trend of the business environment is now full of deception, the reality of 
fraud and financial fraud seems to have become a common thing. Even among 
people throughout their civilization from century to century has been infected with 
financial scandals since before the industrial revolution (Pearson & Singleton, 2008), 
until the industrial revolution. It is common for financial scams and scandals to start 
with problems and in small numbers, but greed can lead to an increasing trend of 
fraud and theft in larger quantities assessed, over time it can occur when the 
perpetrator is not caught and feels safe (Özkul & Pamukçu, 2012). This illegal act 
shows a game to gain profits quickly but to the detriment of other parties, because it 
is carried out by means of fraud and fraud to crime. Personally and economically will 
receive negative consequences as a result of violations, even those related to 
financial violations (Honigsberg, 2020). 

In the business world in general, the motive of fraud occurs to meet personal 
needs with business resources, and fraud leads to falsification of financial 
statements prepared (Bozkurt, 2003; Özkul & Pamukçu, 2012). However, fraudulent 
acts and financial corruption can also occur due to the actions of external and 
internal parties or fraud by management, perhaps even a collaboration between the 
two (Modugu & Anyaduba, 2013); Efforts to stop this trend are certainly necessary 
(Modugu & Anyaduba, 2013; Koh et al., 2009), investigation and prevention of 
violations as early as possible must be carried out to avoid monetary disruption in a 
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sustainable manner (e.g., Honigsberg, 2020; Pearson & Singleton, 2008; Ozili, 2023; 
Okpako & Atube, 2013; Özkul & Pamukçu, 2012; Liodorova & Fursova, 2018). 
Interestingly, efforts to detect, investigate and trace carried out to the crime scene 
financially have the equivalent of the word forensic accounting (Honigsberg, 2020). 
For example, Kaur et al., (2023), the findings of his research concluded that fraud 
detection and prevention are related to forensic accounting. These efforts play an 
important role in maintaining business stability and growth (Koh et al., 2009). 
Forensic accounting plays an important role in combating fraud, where the 
professionalism of accountants who enter this arena has the potential to foster the 
confidence of company founders, capital owners or investors (Rezaee et al., 2004), 
as well as other parties have an interest in this circle of economic activity. 

On the other hand, forensic accounting techniques require an effective 
understanding of fraud, and an effective way to avoid, reduce and control fraudulent 
practices is inseparable from the application of fraud management (Ehioghiren & 
Atu, 2016). There is an important role of the management process that is adopted 
and developed as fraud management applied to forensic accounting practices. 
Although the detection of financial violations in forensic accounting relies heavily on 
analytical methodological aspects based on detailed information contained in 
financial statements (e.g., Honigsberg, 2020; Pearson & Singleton, 2008; Özkul & 
Pamukçu, 2012; Liodorova & Fursova, 2018; Modugu & Anyaduba, 2013; Alabdullah 
et al., 2014; Ramaswamy, 2007). However, without going beyond the role of 
auditors, financial auditors and fraud examiners to disciplines that have developed 
forensic accounting in the educational curriculum, it is not an exaggeration if 
fraudulent acts and violations become part of our concern as members of the 
community and personnel of business organizations. This condition has encouraged 
scientists and abundant literature in the past to the latest literature that has helped 
popularize and develop forensic accounting techniques in the thematic facts and 
interpretation of dispute resolution, violations in reporting to fraud and financial fraud. 

this literature study, we interpret the importance of critical thinking and 
concern for the triggering factors of fraudulent behavior and financial fraud, the 
urgency of implementing fraud management as a good internal control to detect and 
prevent fraud and financial violations at an early stage, and how the performance of 
the interaction between the components of fraud management contributes to the 
success of effective forensic accounting practices. Therefore, the purpose of this 
study is to try to provide an overview in a global perspective on fraud, the driving 
factors of fraudulent behavior including financial misconduct and crime, financial 
fraud and its impact, referring to the fraud triangle model and the diamond fraud 
model. Definitions of fraud and forensic accounting from several literature using 
various terms will be outlined in this paper, in order to gain a good understanding of 
the relevant context forensics in the perspective of financial fraud and fraud in 
relation to legal issues involving the justice system.  

The purpose of this study is expanded by explaining the application of fraud 
management processes as good corporate governance to prevent fraud, and the 
involvement of forensic accounting practices is necessary when indications of fraud 
and fraud have occurred on the basis of findings from fraud management 
performance, the goal of which is toadvanced detection, accounting and litigation 
investigations to dispute resolution or financial reporting violations. A synthesis of 
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findings from various literatures is presented at the end of this paper, offering fraud 
management and forensic accounting models to prevent fraud in companies. 

 
METHOD 

This study is a systematic literature review (SLR) by adopting part of the 
Preferred Reporting Items for Systematic Reviews and Meta-Analysis (PRISMA) 
method, to identify, study and construct the literature on fraud management and 
forensic accounting. Qualitatively, the type of literature research is selected by 
referring to relevant literature that can be used as a reference to meet the adequacy 
and enrich the subject matter of the research as the function of the foundation of 
fraud management and forensic accounting theory, as well as for the construction of 
fraud management and forensic accounting models to prevent fraud and financial 
crimes.  

The search engine uses the google scholar, crossref, and publish or perish 
databases, as well as a combination with mendeley which serves as a reference 
manager, an open knowledge maps is also used. The data sources used in literature 
studies are secondary data sources (Firmansyah, 2022). The relevant literature used 
in the study is articles containing content on fraud, financial misconduct and crime, 
financial reporting fraud and violations, fraud triangle model and diamond fraud 
model. While the main relevant literature is articles that raise the issue of fraud 
management and forensic accounting. Relevant literature of research results is a 
priority in the study, but does not leave relevant literature for review results. In the 
initial stage, as many as 45 relevant articles from reputable international publications 
can be collected and included as study materials. The compilation of the journal log 
list is made as a preliminary design for the scale of relevance and the selection 
process in the literature to be studied.  

Methodologically, operationalization, methods of data analysis and 
interpretation in this literature review are carried out with three main parts. First, 
focusing on the issues that give rise to fraud and forensic accounting, identification 
and literature review are carried out to find out the important factors related to fraud 
management and forensic accounting models. Second, explain the components in 
the fraud model that trigger fraudulent behavior and financial fraud, crime and 
financial reporting violations, as well as their impact on individuals, communities and 
companies, components of fraud management and effective forensic accounting 
practices to prevent fraud. based on the synthesis of data from several relevant 
publications. Third, the discussion of the findings of the literature review, which 
ended by offering fraud management and forensic accounting models to prevent 
fraud and corporate financial fraud, conclusions, implications and recommendations. 
The snowball approach was adopted and selected in an advanced data search 
meta-analysis, with the aim of filling in the lack of article data from other publications 
that contain the relevant issues needed (Firmansyah & Saepuloh, 2022). 

. 
RESULTS AND DISCUSSION 

1. Fraud 
In simple terms, the definition of fraud is deception, modeling and imitation 

behavior with the aim of deceiving or even misleading, attempts to gain profits by 
means of deception and criminal acts (Özkul & Pamukçu, 2012). Fraud is a 
misjudgment created by a party and continues to maintain it to influence the other 
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party to enter into an agreement in a contract (Arzova, 2003). The concept of fraud 
contains the term error or mistake. Unintentionally and unknowingly, people can 
make mistakes or mistakes, and shortcomings are the source of them that can be 
caused by human actions or the influence of environmental aspects (Özkul & 
Pamukçu, 2012). The important elements that color and interpret deception from 
error are intention and purpose, as well as physiological factors (Özkul & Pamukçu, 
2012; Ehioghiren & Atu, 2016).  

Deception, mistakes, violations, cunning and injustice to gain profits by 
fraudulent means, even shockingly become characteristic of fraudulent activities, 
indicating the certainty and determination of the definition of fraud in general 
proportions still continue to be a discussion. Nevertheless, deception as a false 
representation stimulated by human ingenuity involves varied ways to gain an 
advantage over others who are not authorized (Okafor, 2004; Nwaze, 2012; 
Ehioghiren & Atu, 2016). The complexity, series of activities and variations of these 
methods show the generic nature of the application of the term fraud (Bello, 2001; 
Chi-Chi & Ebimobowei, 2012). 

Fraud is about illegal activities and actions without violence carried out by 
individuals or groups in an organized way for the purpose of obtaining wealth illegally 
and contrary to the applicable regulations in their economic and administrative 
activities as stipulated in the law that has been set by the government (Ehioghiren & 
Atu, 2016). Fraud is defined as a set of activities to obtain illegitimate profits or the 
purpose of deceiving a person or organization by applying fraud procedures as ways 
to obtain them, carried out in a planned manner either by individuals or involving 
many people in a group (Nwaze, 2012; Ehioghiren & Atu, 2016). Following, 
Ramamoorti (2008), fraud is a human act that arises due to intentions and is carried 
out deliberately to fulfill one's desires in a certain intensity by involving fraud so as to 
cause consequences of the risk of arrest, disclosure, breach of trust and 
rationalization. 

Sometimes fraud occurs and the organization knows that fraudulent activity is 
being carried out, but the reluctance to blame someone directly for the inability to 
disclose and the uncertainty in making a report of any indication of fraud will prolong 
in many of these cases, which exposes many people to fraud, and even the fear of 
being labeled as a whistleblower also contributes to such incidents (Özkul & 
Pamukçu, 2012). As for fraud that is committed in various cases of documents and 
occurs due to errors, it is a difficult and difficult task but it is not impossible, tracing 
and disclosure can be successfully carried out by auditors with all their knowledge 
and experience. Adequately or not from the information revealed, fraud investigation 
and detection can be traced by an experienced auditor, as there must be a trail left 
by the fraudster (Arzova, 2003; Özkul & Pamukçu, 2012).  

On the other hand, Arzova (2003); in Özkul & Pamukçu (2012), states that 
various stressors, opportunities, and justifications for fraud can form a "fraud triangle 
model" that triggers fraud in companies or other organizations, and can strengthen 
the reasons why employees commit fraud. In fact, Wolfe & Hermanson (2004), have 
developed the fraud triangle model into a "diamond fraud model" with capabilities in 
mind as an addition. Although not as broad as the strength, basic and familiar 
triangle of deception, the diamond model of fraud is now starting to be widely 
adopted. The premise is that the planning and implementation of fraud details neatly 
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and accurately is unlikely to be carried out without proper ability (Kassem & Higson, 
2012; Sorunke, 2016).  

Interestingly, those who are involved in fraudulent acts have the potential to 
continue to commit fraudulent habits and will find it difficult to get rid of them, 
cunning, unfair thinking and ingenuity continue to develop to deceive which 
continues, thus having an impact on increasing losses for a person or company, 
even a country. Financial auditors, forensic accountants, auditors as professional 
accountants under the applicable rules play an important role in combating and 
stopping the trend for cases suspected of fraud, fraud and financial violations as well 
as financial crimes. Meanwhile, employees or personnel of organizations who are 
not involved and the community still care and continue to witness it. 
2. The Fraud Triangle and the Diamond Fraud Model 

The triangle of fraud is increasingly echoed in the thematic of various 
literatures until it is expanded into a diamond fraud model. Both models are very 
interesting by offering an understanding of the theoretical and empirical framework 
on the basis of which a person or group can commit fraud. The fraud triangle 
generally refers to police and detective activities (Ramamoorti, 2008), i.e, the means, 
motives or pressures, and opportunities used to approach the occurrence of fraud 
(Arzova, 2003; in Özkul & Pamukçu, 2012). Three elements in the fraud triangle are 
the perceived motive/pressure, the perceived opportunity, and the rationality of the 
fraudulent behavior (see figure 1). Association of Certified Fraud Examiners (ACFE), 
has widely introduced the fraud triangle, which is prioritized to help corporate 
accountants and auditors (Albrecht, 2014; Homer, 2020).  

Interestingly, the psychology of fraudulent behavior affects the fraud triangle. 
Motivation, personal incentives and perceived pressures trigger human behavior, 
and the need to rationalize or justify deception or error as something that can be 
maintained is so fundamentally psychologically fundamental in the idea of cognitive 
dissonance (Ramamoorti, 2008; Arzova, 2003; Özkul & Pamukçu, 2012). Even the 
assessment of opportunities, at a certain threshold, includes the disclosure and 
arrest of relatively low possibilities, and this depends on the personal behavior of the 
perpetrator (Ramamoorti, 2008). In the end, when trying to understand the basics of 
the causes of fraud, a psychological explanation is needed and the answer must be 
found, not just relying on logical reasoning.  

However, apart from the triangle of deception, it is used as a strong 
conceptual framework and has become widespread. It's possible that other factors 
could trigger fraudulent behavior, but it's not easy to fit into the fraud triangle and it 
would be a worthwhile job, even though some researchers in the literature have 
developed diamond fraud models. 
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Figure 1. The Fraud Triangle Model 

Source: Adapted from Ramamoorti (2008), theoretical from Albrecht (2014); Homer (2020) Arzova, 
(2003); Özkul & Pamukçu (2012) 

The diamond fraud model, for example, was developed by Wolfe & 
Hermanson (2004), by including an element of capability in the diamond fraud 
model. The planning and implementation of fraud is carried out carefully, neatly and 
possibly in sophisticated ways, of course, regardless of the existence of capabilities. 
Capabilities include the complexity of the resources that support them, and they are 
also a trigger for fraudulent behavior. An illustration of the diamond farud model is 
shown in figure 2. 

 

Figure 2. The Fraud Diamond Model 
Source: Adapted from Wolfe & Hermanson (2004); Kassem & Higson (2012); Sorunke (2016); Peprah 

(2018) 

The conceptual framework of the diamond fraud model considers four aspects 
of triggering fraudulent behavior, namely pressure, opportunity, rationalization or 
justification of fraud, and capability. The diamond fraud model still defines the 
detective method which starts with pressure/incentive, where pressure has 
encouraged fraudulent behavior. Referring to the conceptual framework of the fraud 
triangle, that with pressure, it is very likely that fraud, fraud and financial crime will 
occur. The drivers can come from personal, work and company pressures, and 
external or environmental pressures (Ehioghiren & Atu, 2016; Dimmock & Gerken, 
2012). There can even be a combination of them that is well integrated and 
organized. Follows Adebisi, (2013); Peprah (2018), that financial and non-financial 
pressures can encourage fraudulent behavior at the individual level.  Lifestyle and 
the importance of performance improvement in certain classes economically affect 
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financial pressure, and gluttony, greed and low financial discipline can trigger 
nonfinancial pressure. Internally, the company's management, both employees at the 
strategic level and employees as subordinates or collaborators, can make financial 
reporting with purely manipulated figures, abuse policies, not subject to guidelines to 
cover up poor achievements with manipulation of financial data-based achievements 
or other specific objectives, potentially becoming fraudulent behavior at the company 
level.   

The opportunity for fraud indicates the weak implementation of internal 
controls, including at the company level. The way and the important mechanism of 
financial fraud and fraud are designed on the basis of weak internal control that 
provides loopholes and opportunities (Ruankaew, 2016). There is a similarity of 
opportunity with perceived pressure, not always real when the opportunity exists and 
it is believed that it is an opportunity to commit fraud (Albrecht et al., 2006; Zikmund, 
2008; Ruankaew, 2016). Therefore, the weak internal control of the company allows 
the implementation and development of fraud management to be improved to 
prevent fraudulent behavior from occurring. Recruitment mechanisms determine 
what motivates a person to be willing to be affiliated and want to work in the 
company, the clarity of the organizational structure, standard operating procedures 
and ensuring the running of the internal control and evaluation management process 
are carried out periodically, very likely to be an alternative solution to strengthen the 
internal control mechanism and reduce the chance of fraud (Holtfreter, 2004; 
Ramaswamy, 2007).  

Rationalization is a psychological condition rooted in ideas and ways of 
thinking, where pressure and opportunity have driven behavior to justify fraud and 
error. Rationalization has led to the so-called getting everything in various ways, 
supporting the acceptance and dissemination of fraudulent behavior and actions to 
financial fraud. The illegal actions of fraudsters in their rationalization are seen as 
acceptable actions (Ruankaew, 2016). Fraudsters do not view unlawful actions as 
unethical acts, and justification of behavior and actions is said to be ethical before 
the occurrence of fraud (Dorminey et al., 2010). At the company level, for example, 
auditors have noted as bears the concept of accrual in accounting as a 
rationalization basis to justify or explain to the point that it may allow fraudulent 
actions (Skousen & Wright, 2006; Ruankaew, 2016). Ethical actions, attitudes and 
rationalization of actions must be morally acceptable, in accordance with regulations 
and policies, accounting reporting in accordance with generally applicable 
accounting standards and principles must be enforced in order to reduce 
rationalizations that lead to the justification of fraudulent acts and financial fraud. 

Capabilities strengthen actions that allow the goals to be achieved to the 
maximum. This allows for adequate resources to support an action, including 
allowing fraudulent actions to be carried out seamlessly, but this is inseparable from 
the pressure, opportunities and rationalizations that justify unethical behavior and 
actions. Capability shows readiness to choose and do something supported by a 
variety of resources and personal competencies. Wolfe & Hermanson (2004), stated 
that fraud capability is about the skills, knowledge, beliefs, situations and conditions 
that individuals have to commit fraud. Because of the qualities of sophistication, 
intelligence, coercion, placement, ego, stress management, and deception can be 
supported by capabilities (Shelton, 2014).. A person's abilities and personality can 
affect the commitment that cheating can and cannot be committed (Ocansey & 
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Ganu, 2017; Peprah, 2018). Therefore, in the application of fraud management and 
forensic accounting practices, capabilities can be used as an important element in 
the identification of loopholes, detection and litigation of fraud and financial fraud. 

Each element in the fraud triangle and the diamond fraud model provides 
inputs that lead to corporate governance and relate to internal controls to prevent 
and reduce the pressures, opportunities, and behaviors of fraud and financial fraud 
for individuals and companies. Despite criticism of the model's strength in its 
conceptual framework, it continues to be echoed and new diamond fraud models 
have the potential to continue to evolve. Regardless of the intention and purpose of 
the fraud, profitability factors in a broad sense (financial/non-financial, such as 
life/business stability, position, performance and economic competitiveness) have 
the potential to be used as the estuary of the purpose of the fraudulent act. This 
factor is important to consider in the calculations of fraud or theft detectives, 
especially major scandals that compare the risks and benefits/benefits of fraudulent 
actions. 

However, it is recognized that the fraud triangle model and the fraud diamond 
model have a strong information relevance to fraud and financial fraud prevention 
efforts. In fact, various information and motives that trigger fraud can be used as a 
basis for consideration in the application of fraud management to prevent and detect 
financial fraud perpetrators early, as well as consideration of all elements or factors 
in the conceptual framework of the two models are needed in forensic accounting 
practice to understand why fraud occurs, detection and litigation to dispute resolution 
or financial fraud in the information-based justice system. financial data and 
sufficiency of evidence.  
3. Financial Violations, Financial Crimes, Financial Fraud and Consequences 

The terms financial violations and financial crimes are closely related to the 
term fraud for the purpose of obtaining economic benefits by unlawful means. In 
addition, in discussing the importance of forensic accounting, the context of the 
discussion will be related to financial violations and their consequences, so that this 
underlies the urgency of forensic accounting as a practice and tool to detect and 
prevent financial fraud and financial crime is increasingly needed. There are far-
reaching economic consequences of financial breaches, significantly monetary 
losses can occur for the victims of either individuals, societies or companies faced 
with the ever-decreasing value of equity (Honigsberg, 2020; Karpoff et al., 2008). 
The impact of psychological losses can also be suffered by the victim (Honigsberg, 
2020). In fact, the complexity of suffering losses may be more surprising after 
financial violations are revealed, to the potential to have an indirect impact on other 
interested parties. To strengthen our understanding of financial misconduct and 
financial crime to its impact, at a glance in a general perspective we will outline the 
definition of financial misconduct in the following sections. 

The definitions of financial violations and financial crimes are still multi-
interpreted according to the context of the monetary aspects violated, but financial 
crimes can still be explained. Quoted from Wikipedia (2022), the existence of actions 
in unlawful ways to obtain property belonging to others through an unauthorized 
selection process illustrates the occurrence of financial crimes on property. Williams 
(2005), provides an overview of financial crimes that are identified with the 
categories of corruption, bribery, nepotism, political donations, manipulative or mark-
up in setting prices, and any actions that are indicated as types of fraud. In fact, the 
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destruction of a business organization can be caused by financial violations and 
crimes (Ehioghiren & Atu, 2016).  

The occurrence of financial violations at the level of companies that have 
gone public can result in damage to relationships between stakeholders, financial 
health is disturbed and the company's reputation declines to the loss of public trust, 
then the indirect impact will cause doubts and distrust of individual capital owners, 
the public and even investors to participate in the financial market (Button et al., 
2014; DeLiema et al., 2020). Even in addition to investors who have invested in the 
company in question are significantly affected as real victims of this case, the 
consequences of losses can also be suffered by employees (Honigsberg, 2020). 
Financial fraud that occurs in business organizations is generally related to 
indications of errors, fraud and the preparation of financial reporting in accordance 
with what it should be, both in terms of data and figures as well as generally 
accepted accounting standards as procedures and guidelines in the preparation of 
financial statements. 

According to Jans et al., (2011); Glancy & Yadav (2011), mentioned that 
financial statement fraud is a deliberate misrepresentation of certain financial values 
to increase the impression of profitability and deceive shareholders or creditors, 
while transaction fraud includes the process of embezzlement and seizure of an 
organization's assets. Fraudulent behavior related to the financial context is divided 
into main areas, namely internal, accounting and credit (Glancy & Yadav, 2011). 
Internal fraud is divided into two categories, namely financial statement fraud and 
transaction fraud (Albashrawi, 2016). If the misrepresentation of the truth is 
intentional to manipulate or deceive a company or individual, it means that fraud has 
occurred as this term applies in the law (Koh et al., 2009). Meanwhile, Karwai 
(2004); Ajie & Ezi (2000), argue that in general there are variations in financial fraud 
models in organizations seen from their nature, character and operating methods 
(Modugu & Anyaduba, 2013). There are two general ways of classifying fraud, 
namely the nature of fraud and the methods adopted to be developed in financial 
fraud practices. The nature of fraud is divided into three groups, namely internal 
fraud, external fraud, and fraud that is carried out in combination and the cooperation 
of the two is colluding. Therefore, the trend of violations committed by a person can 
also be influenced by fellow colleagues and the environment (Dimmock & Gerken, 
2012). 

In this sophisticated modern era, fraud networks within organizations usually 
involve conflicts between employees at various levels which they are sometimes 
able to cleverly cover up the causes of fraud (Karwai, 2004). As a result, efforts to 
expose fraud, including fraud by making false financial reports, to financial violations 
and financial crimes are at a high level of difficulty in the identification and detection 
process. It is not surprising that now various industries have placed special attention 
to financial fraud in the development of their organizations (Albashrawi, 2016). 
Beyond this, internally financial crime can infect employees or management, and this 
is like an enemy in a blanket for company owners and stakeholders who are 
struggling to improve their welfare from the business. Games in such conditions are 
shown by behaviors that may be biased, such as in statistical language in the 
numeric pattern of numbers that have statistical abnormalities showing violations and 
abnormalities according to the criteria.  
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This is the description of work behavior in business organizations, such as yes 
but not one vision and mission to achieve goals. The analogy indicates work 
behavior that is not in accordance with the rules and is fraudulent, for example, 
maneuvering in the preparation of financial statements, as if the financial statements 
reflect a summary of great achievements over a certain period, when on the contrary 
they are corrupt and in fact fraud, violations and financial crimes have occurred. As a 
result, the company will be trapped in the abyss of financial distress, in the danger 
zone or bankruptcy until it may eventually have to be liquidated (e.g., Firmansyah et 
al., 2020). However, this condition is certainly not expected by any company owner. 
Therefore, company owners and stakeholders must still be vigilant about behavior 
and acts of violations, as well as financial crimes, because initially these financial 
frauds and frauds may have small signals and are difficult to detect. For this reason, 
it is important to apply control and evaluation in fraud management by conducting 
early detection and investigation through forensic accounting practices for the 
purpose of preventing fraud, deception, violations and financial crimes. 
4. Forensic Accounting 

The increase in financial fraud and the white-collar allotment of forensic 
accounting continues to be a topic of discussion among practitioners, academics and 
researchers (Bhasin, 2007). Forensic accounting is increasingly popular as a 
regulatory tool and part of investment instruments, inseparable from the low intensity 
of disclosure of indications of persistent financial violations (Honigsberg, 2020). 
Forensic accounting considers it important to integrate skills, audits, and 
investigations into fraud and theft to financial fraud (Özkul & Pamukçu, 2012). 
Previously, Zysman (2004b); Bhasin (2007), also mentioned that the specialization of 
the accounting profession known as forensic accounting is inseparable from the 
integration of skills in the fields of accounting, auditing and investigation. In fact, 
forensic accounting is an interesting, promising career and has the potential to be 
the best career for accountants in the future, which is currently in the top 20 in the 
top career path criteria. According to Özkul & Pamukçu (2012), forensic accounting 
is a specialization of the profession in the field of accounting that reflects its 
performance involved in the settlement of fraud, the outcome of actual or anticipated 
disputes or litigation. Standards and potential outcomes as guidelines for how 
forensic accounting works by referring to forensic or feasible for court proceedings 
(Crumbley et al., 2007; Özkul & Pamukçu, 2012).  

According to Siegel & and Shim (2010), forensic accounting is a science 
related to the application of accounting facts collected through audit methods and 
procedures to solve legal problems. While Rezaee et al., (2004), define forensic 
accounting as a rigorous data collection and analysis practice in the fields of litigation 
support, consulting, expert witnesses, and fraud examinations. Referring to the 
American Institute of Certified Public Accountants (AICPA) (2011) defines forensic 
accounting as a service that involves the application of specialized knowledge and 
investigative skills possessed by Public Accountants to collect, analyze, and 
evaluate evidence, and to interpret and communicate findings in courtrooms, 
meeting rooms, or other legal or administrative places (Botes & Saadeh, 2018). 

According to Albrecht et al., (2011), forensic accounting in current practice is 
more associated with investigative accountants on the basis of suspicion and 
detective style. Dorrell & Gadawski (2012), defines forensic accounting as the art 
and science of investigating people and money (Botes & Saadeh, 2018). Meanwhile, 
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Keskin & Ozturk (2013) define forensic accounting as an illmu that allows accounting 
reality to be discovered through the application of audit methods and procedures to 
legal issues relying on financial characteristics. Forensic accounting is 
comprehensively defined by Bologna & Lindquist (1995:p.41); in Botes & Saadeh 
(2018), Forensic accounting is the implementation of financial skills, and an 
investigative mentality towards unresolved problems, guided by regulations and the 
adequacy of information for proof. This discipline includes financial expertise, 
knowledge of fraud, and a good knowledge and understanding of the realities of 
business and how the legal system works. Improvement of skills in this field can be 
achieved specifically through on-the-job training, as well as experience with 
investigative officers and legal counsel. 

According to the Association of Certified Fraud Examiners (ACFE) (2006), 
forensic accounting is the use of skills in potential or real civil or criminal disputes, 
including generally accepted accounting and auditing principles; determining losses 
or profits, income, property or damages, estimation of internal controls, fraud and 
others that involve the inclusion of accounting expertise into the legal system 
(Ehioghiren & Atu, 2016). Forensic accounting is a field of science that applies 
accounting as a tool to identify, investigate and develop evidence of financial fraud 
(Ehioghiren & Atu, 2016). Forensic accounting is a science that applies accounting 
concepts and techniques to legal problems (Zysman, 2004).  

Quoted from Zysman, (2004b), that the forensic accounting process includes 
litigation and investigative accounting. In general, litigation is to calculate economic 
losses as a result of a breach of contract. Meanwhile, accounting investigations are 
usually related to investigations into fraud, fraud, and theft committed by employees. 
On the other hand, the forensic accounting process has now developed, starting 
from forensic accounting techniques using conventional accounting and auditing 
tools to the process combined with elements of forensic computer tools (e.g., Smith, 
2015; Bhasin, 2016; and Liodorova & Fursova, 2018). Technological advances today 
support the forensic accounting process in an effort to obtain data sources, 
especially for cases with large amounts of data, through computer audits and various 
other relevant techniques it is possible to determine and analyze data, to evaluate 
and compile results reports (Bhasin, 2016). Forensic accounting continues to 
develop globally in various countries, but at the same time fraud, fraud and financial 
violations are carried out with sophisticated models and provide challenges in solving 
them, so they must be overcome with more sophisticated tools at their disposal. 
Forensic accounting is identical to auditing, especially in terms of follow-up on 
auditor audit results. 
5. Forensic Accounting and Auditing 

Forensic accounting and auditing are in the same area and complement each 
other in practice, then raise and strengthen each other's performance, but differ in 
how they work. Forensic auditing and accounting carry out their activities in one field, 
but operate in their own ways and techniques (Liodorova & Fursova, 2018). 
Howewer, Ramaswamy (2007), mentioned that there is a significant difference 
between audit and forensic accounting. Audits are related to materials. But in 
investigative accounting, the common thread that uncovers a large accounting fraud 
can come from a small, suspicious-looking transaction.  Audit is an examination of a 
subject, in forensic accounting, and finance as the subject (Liodorova & Fursova, 
2018). Usually, the company's bookkeeping's compliance with generally accepted 
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accounting principles, audit standards, and company policies is examined by 
auditors (Bhasin, 2016).  

Meanwhile, forensic accounting is a financial examination that adopts and 
develops the judicial system, relying on the matching of data, facts or sets of 
documents and other supporting evidence in solving legal problems. As for the 
subject of forensic accounting, according to Crumbley et al., (2005), the subject of 
forensic accounting is the act of identifying, recording, settling, extracting, classifying, 
reporting and verifying past financial data or or other economic events to resolve 
current legal disputes or predict their possibilities, or refer to past financial data as a 
database to resolve disputes and project financial data future. Howewer, Koh et al., 
(2009), mentioned that the forensic accounting process is nothing but a form of audit 
that prioritizes investigative skills with all the knowledge and experience that 
supports it. Forensic accounting is considered an expert witness (e.g., Dykeman, 
1982; in Botes & Saadeh, 2018). 
6. Objectives of Forensic Accounting 

The purpose of forensic accounting is to carry out early detection of financial 
violations that may occur in a company. According to Honigsberg (2020), the 
essence of forensic accounting aims to minimize losses by relying on predicting the 
possibilities that financial reporting violations have been committed in a company, so 
that various possible violations related to financial reporting can be detected from the 
beginning. The forensic accounting model in the perspective of current practice is 
carried out with a combination of technology-based big data analysis and 
psychological intuition, without leaving the characteristics of executive behavior in 
the company by prioritizing the approach of originality of financial data-based 
numbers as previously focused on the effectiveness of traditional forensic accounting 
techniques (Honigsberg, 2020).  

Forensic accounting is growing with the increase in fraud with increasingly 
sophisticated methods (Botes & Saadeh, 2018; Alabdullah et al., 2014; Liodorova & 
Fursova, 2018; Modugu & Anyaduba, 2013). This allows for the increasing need for 
anti-fraud experts, and the goal of forensic accounting is to minimize the risk of 
business scandals, even related to the country's financial security in the future 
(Botes & Saadeh, 2018). 
7. Fraud Management Model and Forensic Accounting to Prevent Fraud 

The management process in a company, even in the general context of 
activities and achievement of goals, is of course inseparable from planning, 
organizing, actuating and controlling (POAC), so that it is possible to evaluate 
failures or successes (Firmansyah, 2023). This shows that there is a cycle theory 
that interacts with one activity with another in the management process. 
Management is related to the style and art of managing the various resources owned 
so that goals can be achieved effectively and efficiently. Performance (good/bad) or 
failure is then evaluated and corrected refers to which level of activity is wrong or an 
indication of which work is not in accordance with the established standard operating 
procedures. Likewise, fraud detection and financial violations can be done by 
applying the management life cycle theory, namely fraud management. For example, 
the fraud management lifecycle theory proposed by Wilhelm (2004) in the research 
of Amasiatu & Shah (2018). 

Wilhelm (2004), proposed eight components that can encourage success or 
failure in knowledge management, namely: prevention, deterrence, detection, 
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mitigation, analysis, policy, investigation, and prosecution. However, in addition to 
the right resources must be considered for the balance of the components of the 
framework so as to ensure that the fraud response can be coordinated effectively, 
the success of integrating information technology can facilitate the interaction and 
mutual relationship between each component (Wilhelm, 2004; Amasiatu & Shah, 
2018). The era of transformation and digitization practices along with technological 
advances in the disruptive era can affect fraud management practices that are 
dynamic and continue to be modified today according to increasingly ingenious fraud 
developments and challenges.  

The framework of the eight components of fraud management can start from 
the prevention stage, which is an activity that aims to prevent fraudulent attempts, 
and secure the organization from fraudulent practices. The deterrence stage is the 
activity of creating strong internal controls of the company to prevent fraud, by 
implementing control systems, processes and procedures that can provide high 
difficulties for fraudulent practices. The detection stage is an activity that focuses on 
uncovering the existence of fraud. The mitigation stage means a plan aimed at 
minimizing potential losses to reduce the number of related frauds. Meanwhile, the 
analysis stage is carried out on the basis of two functions, namely the process of 
identifying and understanding the occurrence of fraudulent losses, along with 
monitoring the performance of each stage. The policy stage is the evaluation stage, 
which is an activity that aims to reduce the occurrence of fraud, by creating, or 
redesigning and modifying fraud policies. Policy is one of the keys to success in 
fraud management. Investigation as the stage of gathering sufficient evidence to 
stop fraud and assist in prosecution procedures. While the prosecution stage usually 
involves legal action for the perpetrator.  

At the prosecution stage, forensic accounting is usually already in this area, 
even involved from the beginning of the fraud management process. The existence 
of audits conducted by internal auditors and external auditors on a regular basis may 
not necessarily be able to stop fraud and financial fraud. The auditor's primary duty is 
to express an opinion on the financial statements in a reasonable belief in favour of 
assessing the possibility of material misrepresentation due to unintentional error or 
hoarding or fraud. This does not indicate its role in the disclosure of misappropriation 
or other similar indications, including exposing management who deliberately made 
misrepresentations (Ramaswamy, 2007), although in fact the external auditor has an 
important role as an opener, exposing fraud and presenting evidence because it 
allows no intervention from management compared to internal auditors. To detect 
fraud in the company's books, forensic accounting is still needed. 

Prevention methods to control fraud, including 1) An organization must create 
the right work environment starting from the right recruitment process, implementing 
the code of ethics and organizational commitments are implemented and well 
understood; 2) Selecting and implementing the right internal control system for asset 
control, especially physical, appropriate authorization, clarity of duties and 
responsibilities, and an appropriate documentation recognition system so as to 
eliminate the opportunity for fraud (Ramaswamy, 2007). Alarm information as the 
beginning of fraud detection to find something wrong may have occurred. There are 
basically two ways to detect fraud, namely: 1) detecting signs of fraud by chance; 2) 
proactively conduct research and encourage early identification of symptoms of fraud 
(Özkul & Pamukçu, 2012). Interactive and proactive fraud management can 
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potentially help organizations recognize red flags and detect fraud events early. 
Whatever the reason, even if it is based on good intentions to encourage fraud to 
occur, it is appropriate for a forensic accountant to be called to overcome it 
(Ramaswamy, 2007).  

Usually, forensic accounting conducts financial examinations conducted for 
litigation purposes, which rely on the skills and techniques in the applied forensic 
accounting model. The prediction of violations in forensic accounting practices based 
on financial data as the focus of the approach in accounting that specifically aims to 
gengentize corporate financial violations is carried out by analyzing financial 
statements (theoretically quoted from Honigsberg, 2020): namely 1) studying 
statistical anomalies, and 2) accounting-based predictors.  

First, statistical abnormalities are carried out by paying attention to data and 
trying to find numerical patterns. Statistically, it is possible that some numbers show 
statistical abnormalities assuming normal distribution in the data is applicable. Where 
meeting the target is the basis of this evaluation, the fewer losses or fewer profits the 
company reports among the thresholds specified as the question. The 
unsmoothness of public companies can occur at the profit level (Burgstahler & 
Dichev, 1997). A company's profit rate is measured by comparing its annual net 
profit with its market value at the beginning of the year (Honigsberg, 2020). The 
meaning of the explanation of this process is that the deviation can be caused by 
human intervention for the finding of kinks in the zero number data in the smooth 
distribution of the analysis results. Following Honigsberg (2020), that small profits will 
fall below zero may be experienced by many companies, if there is no profit 
management (using alternative explanations he suggests). Burgstahler & Dichev 
(1997), documenting the context of this kink, another factor in influencing a 
company's earnings, to meet or exceed targets seems to be correct in reference to 
the intuition that a company can manage revenue or engage in financial reporting 
violations (Honigsberg, 2020). 

Second, accounting-based predictors, this is about forensic accounting 
practices relying on traditional accounting-based approaches. In addition, generally 
accepted accounting principles and audits to find financial reporting violations are 
developed in the disclosure of financial information to the public for each public 
company on the basis of information contained in financial statements. Accounting-
based predictors are carried out by identifying abnormal accruals and audit-based 
predictors (Honigsberg, 2020).  

The identification carried out on the abnormal accrual level in the company's 
financial statements can show that the quality of the company's financial statements 
is in the poor or good category. This identification refers to the transaction-based 
recording system of receivables projects as recognizable financial posts, and is 
different from the cash-based recording system. Theoretically, he admitted that 
financial posts may be able to improve the company's performance, and this is most 
likely to happen at times of high abnormal accruals. But empirically, Dechow et al., 
(2011); Francis & Krishnan, (1999) mentioned in the Honigsberg studi report (2020), 
that high abnormal accruals in companies will potentially be subject to enforcement 
action by the Securities and Exchange Commission (SEC), restate profits, and 
receive a modified audit opinion. The accrual calculation model is derived from 
accruals in financial statements, and the majority of approaches estimate expected 
or normal accruals as a function of sales growth including credit sales growth 
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(Amiram et al., 2018; Dechow et al., 2010). The abnormal accrual model is designed 
to identify possible financial violations through abnormal accrual mechanisms. High 
abnormal accruals are carried out by excessive recording of receivables, and low 
income as above the target. 

Meanwhile, audit-based predictors, the focus on accountant professionalism 
continues to grow where the information used in audit design to predict and explain 
financial reporting errors. Although there is definitely variation among auditors. In 
fact, the occurrence of financial reporting violations is inseparable from the possibility 
of a trend in auditor client involvement. Following the report of the Honigsberg study 
(2020), that to predict financial violations can use auditors. Generally, it is unlikely 
that there will be financial misconduct involvement for large firm clients, but these 
firms show variations in the quality of their work (Farber, 2005; Lennox & Pittman, 
2008; Palmrose, 1988; Honigsberg, 2020). In detail, as mentioned by Gul et al., 
(2013); Yuan & Zhang (2015); Knechel et al., (2013), that this correlation continues 
to occur until it extends to the partner who leads the audit, because it is very likely 
that certain partners have a significant relationship with financial reporting violations.  

Forensic accounting is in charge of analyzing the interpretation, summarizing, 
and presentation of complex financial business issues (Bhasin, 2007). This means 
that forensic accounting activities involve: 1) investigating and analyzing financial 
evidence; adopt and develop computerized applications used to aid in the analysis 
and presentation of financial evidence; 2) interpret and communicate its various 
findings in the form of reports, evidence, and document collections; and assisting in 
legal proceedings, including testifying in court, as an expert witness, and preparing 
visual aids to support trial evidence (Bhasin, 2007; Ehioghiren & Atu, 2016). Forensic 
accounting carries out its important profession by providing numerical assistance 
from accounting variables that are entangled in financial criminal problems and 
economic problems on the basis of involving existing cases or pending cases 
(Damilola & Olofinsola, 2007).  

Ultimately, the fraud management component framework remains very 
important to be adopted and developed as a company's internal control that leads to 
good governance as a mechanism to detect fraud early, to prevent fraud and 
financial reporting violations that may be occurring. Where the performance of the 
interaction between the components of fraud management contributes can help the 
success of more effective forensic accounting practices. Realistically, the company's 
financial security and health allow for good governance, avoid fraud and fraud by 
management internally, employee welfare is guaranteed, and indirectly the 
implementation of fraud management can create happiness management in the 
workplace and the business organization environment (Firmansyah & Wahdiniwaty, 
2023). Fraud management model and forensic accounting to prevent corporate 
financial fraud and fraud, illustrated in figure 3.  

https://ijble.com/index.php/journal/index


 
 

Volume 5, Number 2, 2024 
https://ijble.com/index.php/journal/index  

 

2228 
 

 
Accounting Model for Fraud Prevention and Corporate Financial Fraud 

Source: Synthesis of research findings, 2024 

 
On the other hand, fraud and financial fraud are inseparable from the triggers, 

namely pressure, opportunity, rationalization or justification of fraudulent behavior 
and are supported by the capabilities of the perpetrators, as conceptualized in the 
framework of the fraud triangle model and the diamond fraud model in the previous 
section. On the other hand, profitability indicates its estuary in the sense of economic 
and non-economic benefits or subsequent strategic benefits pragmatically in the 
further phase continue to overshadow motives in the minds of fraudsters or financial 
fraudsters. The premise is, if it is safe and not caught or at least before being caught, 
it can be hoped that the fraudsters can enjoy the results (profitability), such as 
stability of life at the individual level, position, performance or competitiveness of the 
economy and business in the context of the industrial environment. 

The implementation of good fraud management allows corporate governance 
and internal control to be improved so that it is able to cover gaps and gaps in the 
third and fourth factors in the fraud model as a trigger for fraudulent behavior to 
corporate financial fraud. If there are indications of fraud or financial negligence in 
the company and have already occurred based on the findings of fraud management 
activities, then the management proactively calls and urgently needs forensic 
accounting services. All factors in the conceptual framework of the two relevant fraud 
models are considered in forensic accounting practice to understand why fraud 
occurs, detection, accounting and litigation investigations to dispute resolution or 
financial fraud in the judicial system based on information, financial data and other 
evidence sufficiency support. 
 

CONCLUSION 
Fraudulent behavior has the potential to become a habit of fraud, fraud and 

violations to financial crimes. Fraudulent behavior occurs inseparable from the 
triggering factors. In fact, it will be difficult for a person to deny it, because 
psychologically it has taken root and rationalized the truth of fraud on the basis of 
pressure, needs and opportunities supported by the existence of fraudsters as well 
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as the triggering factors of fraudulent behavior in the conspetual framework of the 
fraud triangle model and the diamond fraud model. New diamond fraud models that 
are constantly being modified and developed are very likely to be rediscovered in the 
future. Profitability factors in a broad sense are also relevant to consider, as they can 
intimidate fraudulent motives. However, the occurrence of fraud, financial violations 
at the level of companies that have gone public can result in damage to relationships 
between stakeholders, financial health is disturbed and the company's reputation 
declines to the point of loss of public trust, then the indirect impact will cause doubts 
and distrust of individual capital owners, the public and even investors to participate 
in the financial market. Judging from its nature, fraud is divided into three groups, 
namely internal fraud, external fraud, and fraud that is carried out in combination and 
cooperation with both. 

For internal control and evaluation in fraud management, it is important to 
apply early detection and investigation through forensic accounting practices for the 
purpose of preventing fraud, fraud, violations and financial crimes. Fraud detection 
and financial violations can be done by applying the management life cycle theory, 
namely fraud management. The fraud management model framework consists of 
eight components, namely prevention, deterrence, detection, mitigation, analysis, 
policy, investigation, and prosecution. The fraud management component framework 
remains very important to be adopted and developed as an internal control of the 
company that leads to good governance as a mechanism to detect fraud early, to 
prevent fraud and financial reporting violations that may be occurring. Where the 
performance of the interaction between the components of fraud management 
contributes can help the success of more effective forensic accounting practices. 
The synthesis of findings and novelty of this study offers a fraud management and 
forensic accounting model to prevent corporate financial fraud and fraud. 

The implications of the research, we should admit again consciously that 
those who are involved in fraudulent acts have the potential to continue to commit 
fraudulent habits and will find it difficult to get rid of them, cunning, unfair thinking 
styles and ingenuity continue to develop to deceive which continues, so that it has an 
impact on increasing losses for a person or company, even a country. At the 
company level, owners and stakeholders must still be vigilant about behavior and 
violations, as well as financial crimes, because initially these frauds and financial 
fraud may have small signals and are difficult to detect. For this reason, control and 
evaluation in fraud management are important to be applied by conducting early 
detection and investigation through forensic accounting practices for the purpose of 
preventing fraud, fraud, violations and financial crimes.  

The limitations and recommendations of the research, regardless of how 
many synthetics of findings and models are offered, from the methodological 
aspects, operationalization and structural approach in this systematic literature 
review are recognized as still many weaknesses and we are subject to limitations. In 
addition, instead of finding the ideal and up-to-date fraud management and forensic 
accounting model, it is possible that the most relevant and up-to-date databases, 
content and literature can be missed in the meta-analysis we conduct. An important 
lesson for future research that is expected to be more careful in choosing an 
approach in the process and practice of systematic literature review needs to be 
strictly implemented, in order to obtain a clearer understanding in defineing, 
operationalizing, observing fraudulent and financial fraud behavior, financial 
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violations and crimes, as well as their triggering factors and their impact on victims, 
differences in forensic accounting and auditing,  constructing fraud management and 
forensic accounting models to prevent fraud and corporate financial crimes. 
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