
An Open Access Journal from The Law Brigade (Publishing) Group  130 

 

 
SOUTH ASIAN LAW & ECONOMICS REVIEW  

Annual Volume 6 – ISSN 2581-6535  
2021 Edition 

© thelawbrigade.com 

 

IMPACT OF FORENSIC ACCOUNTING ON INDIAN 

INDUSTRY 

 

Written By Sharad Kumar 

Faculty, Associate Professor Unicaf Federal University, Cyprus 

Orcid Link: https://orcid.org/0000-0003-0664-9313 

 

 

 

ABSTRACT 

Accounting is a complex method since it is a piece of an economy's real and managerial 

structure. It is worried about making straightforwardness and caring the accomplices of 

economy honestly or by implication. This moment, Forensic accounting is the specific kind 

of accounting. "Forensic" means "proper for use in a courtroom", infers work to be cultivated 

for the norm and potential outcome can be used in or sensible to courts of judicature or to start 

discussion. Forensic accounting investigates cash related bad behavior and record financial 

deception and expert bad behavior. Analyst attempted to comprehend the idea of forensic 

accounting while it appears to be that examining additionally works same as forensic 

accounting. The inquiry here emerges that what is the need of forensic accounting. To get 

this, this investigation illuminated the distinction between forensic accounting and forensic 

reviewing and furthermore analyzed the degree and need of forensic accounting. The 

incorporation of accounting, examining and insightful abilities yields the forte known as 

forensic accounting. Suit backing and examinations are the two primary regions in forensic 

accounting. The information and abilities are acids that can advance appropriate treatment of 

proof, precise detailing, and the conveyance of equity for those that have succumbed to 

monetary violations. Forensic accounting imparts monetary data plainly and compactly in a 

court setting where the specialists of the forensic region come in unfurling the 

misrepresentation. A monetary revealing arrangement of overall standard is a necessity for 

drawing in unfamiliar just as present and planned financial backers at home the same. Forensic 

accounting is useful to break down, decipher, sum up and present complex monetary and 
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business-related issues in a way which is both justifiable and appropriately upheld. Along 

these lines, Forensic accounting being a legitimate term helps the Government in the 

implementation of administrative necessities. 

Keywords: Impact Forensic Accounting 

 

INTRODUCTION 

The quick headway of overall trade and internationalization of firms, the enhancements of 

new correspondence advances, and the issue of all-inclusive serious powers is disturbing the 

budgetary condition to a gigantic degree. As the associations propels, the issues of intricacies 

are moreover growing. Furthermore, under these bindings, the public area and private area, 

both are the critical piece of our economy and are braced with series of extortion. Public 

Sector Banks in India lost basically 227.43 billion (Rs 22,743 crore) inferable from fake 

financial exercises somewhere in the range of 2012 and 2016, as indicated by an IIM-

Bangalore study. Gadgets and Information-innovation serve Ravi Shankar Prasad (ET,2018) 

said "there have been more than 25,600 instances of banking extortion, worth Rs 1.79 billion 

up to December 21 last year". This is known as monetary wrongdoing. Monetary violations 

might even go undetected a large part of the time. Previously, an outer review was a particular 

area of the field, where evidence was aggregated and assessment of monetary reports was 

made. The wide enterprises of today require substantially more steadiness than associations 

previously. The assorted accounting approach is needed in aggressive period where deception 

couldn't be allowed. In this paper, analyst has managed the working of forensic accounting in 

expansive public/private fragment banks which can be used to decrease the distortion 

exercises. Since Banks accept a critical task to achieve the turn of events and improvement of 

country. Banks are seen as the shop of the world, the functional center of economies and cash 

of nation and the check of its monetary perspective.  

Likewise, a lull in the economy, abnormalities in budget summaries, and disappointment of 

the administrative component were a portion of the reasons that lead to an expansion popular 

for the administrations of forensic accounting around the world, particularly in created 

nations. For non-industrial nations, it is another field or consideration in the space of extortion 

recognition. However, it didn't get due acknowledgment in non-industrial nations and there 
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was an absence of expertly prepared work force or forensic bookkeepers to manage monetary 

wrongdoings or fakes .The assignment performed by forensic bookkeepers is dealt with either 

by Certified Fraud Examiners, Chartered Accountants or by other related professionals in 

India and there is a dire requirement for forensic accounting administrations because of an 

expansion in the quantity of fakes constantly as different law implementation organizations 

of India didn't have adequate mastery needed to keep from these fakes .If a  CFE procured 

post capability in the examination and forensic accounting, then, at that point he/she can be 

assigned as Forensic Auditor. They can be function as a forensic bookkeeper. They can deal 

with the examination of monetary wrongdoings and furthermore offer their master viewpoint 

on different issue. There were various cheats that occurred in India after Independence like 

Mundra Scam, Harshad Mehta Scam, Ketan Parekh Scam, Satyam Computers Scam, Nirav 

Modi Scam, and so on. However, these fakes came into light solely after they happened. Detail 

of a portion of the significant monetary misrepresentation given in. Forensic accounting 

assumes a significant part in decreasing the quantity of these fakes. Assuming forensic 

accounting is made required, recognition and anticipation from cheats will happen at a prior 

stage before its event .In any case, as we as a whole realize that need is the mother of creation. 

Solely after the event of monetary fakes, need to control or to lessen it emerges and this will 

be conceivable with the assistance of Forensic Accounting. 

 

MEANING OF FORENSIC ACCOUNTING 

Forensic accounting is specific area of accounting which researches extortion and examine 

monetary data which can be used in legitimate preliminaries. Forensic accounting is 

reasonable blend of accounting, examining and insightful abilities to perform examinations 

of monetary fakes. It is useful for legitimate activity and analytical Accounting. 

 

DEFINITION OF FORENSIC ACCOUNTING 

As indicated by the Journal of Forensic Accounting, "Forensic accounting is adequately 

careful and complete so a bookkeeper, in his/her thought about autonomous expert judgment, 

can convey a finding as to records, inventories, or the show thereof that is of such quality that 
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it would be economical in some ill-disposed official procedure, or inside some legal or 

regulatory survey. 

 

HISTORICAL PERSPECTIVE OF FORENSIC ACCOUNTING 

Maurice E. Peloubet first time utilized the term Forensic Accountant in 1946 in his exposition 

"Forensic Accounting: Its Place in Today's Economy." Archeological investigations reveal 

that, during 3300-3500 BC, bookkeepers of Egypt, were associated with the counteraction 

and recognition of misrepresentation. During eighteenth century cozy relationship created 

among bookkeeping and legitimate calling. Numerous changes to budget summary exposure 

can be ascribed to fakes in the corporate. In 1930s an American, Eliot Ness was credited to 

cut down criminal Al Capone, however his case depended on the insightful work done by 

Elmer Irey, a bookkeeper with the Internal Revenue Service that guaranteed Capone's 

conviction for tax avoidance. He was likely America's first high-profile forensic bookkeeper. 

Objective 

1. To establish a positive workplace  

2. To utilize the forensic bookkeeper's determinations to work with a settlement, 

guarantee, or jury grant by decreasing the monetary part as a space of proceeding with 

banter  

3. To form and build up a thorough corporate administration strategy 

 

EVOLUTION OF FORENSIC ACCOUNTING IN INDIA 

In India, Kautilya was the primary individual to make reference to the renowned forty 

different ways of misappropriation in his well-known book Kautilya Arthashastra .In India 

Fraud Examination is primarily carried out by enforcement and investigating agencies 

However with increasing number of Certified Fraud Examiners getting qualified in India the 

corporates are inviting them to take up such analytical tasks. The ancient Indian scriptures 

throw light that during the chess game in Mahabharata the dice of Shakuni was loaded in a 

way to benefit Kauravas in the game of chess. This would be coming in the category of Casino 

Fraud nowadays. 
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Wide utilization of Forensic Accounting created in India after Enron case, Rajat Gupta case 

and Satyam Case. Sanctioned bookkeeping firms like Sharad Joshi, S.K. Jain (Xerox Fraud 

case) are giving this sort of administrations. In any case, this region is overall overwhelmed 

by the huge four consultancy firms, for example, Deloitte, KPMG, Price water House Coopers 

and Ernst and Young. In India the development of Serious Fraud Investigation Office is the 

milestone creation for specialized fraud investigations.  

Organizations Act 2013 made ready for an uncommon way to deal with forestall financial 

misrepresentation and safeguarding public abundance in the lines of American law and British 

Bribery Act. For appropriate danger the executives, reputational hazard was to be managed. 

The event of misrepresentation and anomalies and breaches in consistence culture required 

legitimate examination thereof just as a solid preventive climate. Hence forensic accounting 

was called for to recognize arranging of the misrepresentation, execution of the extortion, 

outcomes of the misrepresentation and book the guilty parties absent a lot of delay.  

 

FORENSIC ACCOUNTANT 

The credibility of the outcomes found by Forensic Accountant relies upon the information, 

abilities, and experience of the forensic bookkeeper. A forensic bookkeeper should be fit for 

incorporating information and abilities in the assessment, investigation, translation, revealing, 

and tribute backing of evidence. In court, the forensic bookkeeper can be a specialist witness, 

an advisor, or assume different parts like Trier of truth, exceptional expert, court-designated 

master, ref, authority, or middle person. 

 

MEANING OF FORENSIC AUDIT 

Investopedia characterizes - A forensic review is an assessment and assessment of an 

association's or alternately person's monetary data for use as proof in court. A forensic review 

can be led to indict a party for extortion, theft or other monetary cases. 
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TECHNIQUES OF FORENSIC ACCOUNTING 

First level headed of this examination is to figure out which method of forensic accounting is 

mainstream among accounting experts by accepting capability as their base. Out of 4 alumni 

respondents, respondent said they are utilizing Computer Assisted Auditing devices, said they 

are utilizing proportion examination, staying respondents said they are utilizing information 

mining method of forensic accounting in misrepresentation examination. Out of post alumni 

respondents, respondents said they are utilizing Computer Assisted Auditing devices, said 

they are utilizing proportion examination, and staying 2 respondents said they are utilizing 

information mining strategy. Out of 89 CFE/CA/CS/ICWA respondents, 11 respondents said 

they are utilizing Bedford’s law, said they are utilizing Computer Assisted Auditing tools, 

said they are utilizing proportion examination, 4 respondents said they are utilizing hypothesis 

of relative size factor and staying 26 are utilizing information mining procedure of forensic 

accounting to explore cheats. Thus, from the investigation of all respondents it is tracked 

down that both Computer Assisted Auditing Tools and Ratio Analysis are similarly famous 

in location and counteraction of cheats. 

 

TECHNIQUES AND TOOLS OF FORENSIC AUDIT 

Different tool and techniques used for Forensic Audit are: 

1.  Benchmarking – examination of monetary consequence of one period with another or 

the exhibition of one expense place, or specialty unit, with another and in general 

business execution with its pre chosen principles.  

2. Proportion investigation – to distinguish any strange patterns and changes.  

3. Framework investigation – to analyze the frameworks set up and distinguishing any 

shortcomings which could be openings for the fraudsters.  

4. Expert programming like review devices for information coordinating with 

examination.  

5. Exemption detailing – Generating programmed unchangeable reports that to discover 

deviation from the standards. 
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EXAMINATION OF THE IMPORTANCE OF FORENSIC 

ACCOUNTING IN THE DETECTION AND PREVENTION OF 

FINANCIAL FRAUDS IN INDIA 

The second level headed of this examination is to check the meaning of forensic accounting 

in the discovery and anticipation of monetary fakes in India. The gives the illustrative insights 

about the target that forensic accounting is compelling in identification and counteraction of 

monetary cheats in India. In respect of this, the aggregate assessment of all respondents is 

certain about the explanation that forensic accounting can be viably utilized for the discovery 

and avoidance of monetary cheats as assessments of respondents are sure about FA 

distinguishes misused assets or resources and furthermore respondents are sure about it very 

well may be utilized to find redirected assets or resources. Then again, there is blended 

assessment on the explanation that it is exclusively enough to distinguish dubious and false 

exchanges. The respondents are additionally certain towards the explanation that fiscal 

summaries Frauds diminished at insignificant level with the assistance of forensic accounting. 

In this way, by investigating every one of the feelings, one might say that with the assistance 

of Forensic accounting, it is feasible to identify and keep from monetary cheats. To 

demonstrate whether Forensic accounting is having critical on identification and anticipation 

of monetary fakes, one example t-test is utilized. Consequences of one example t-test are 

given in table 7. In this unique circumstance, the assertion "Forensic accounting can be 

utilized to find redirected assets or resources" has t esteem: t (99) = 27.276 and p esteem is 

.000. Another Statement for example "Forensic accounting can recognize abused assets or 

resources" has t esteem: t (99) = 29.040 and p esteem is .000. "Forensic accounting is viable 

as a misrepresentation recognition and counteraction instrument" t esteem: t (99) = 30.390 

and p esteem is .000. Next articulation "Forensic Accounting as an apparatus exclusively 

enough to distinguish dubious or false exchanges" has t esteem: t (99) = 24.863 and p esteem 

is .000. Last explanation "budget reports Frauds diminished at negligible level with the 

assistance of forensic accounting" has t esteem: t (99) = 31.050 and p esteem is .000. Along 

these lines, from above calculation, it is cleared that p worth of all assertions from 1 to 5 is 

having p esteem not exactly α worth of 0.05 which implies that invalid theory is dismissed 

and elective speculation is acknowledged. Acknowledgment of substitute theory here infers 
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there is huge constructive outcome of forensic accounting in the identification and avoidance 

of monetary extortion 

 

PROBLEMS OF FORENSIC ACCOUNTING IN INDIA  

1. Forensic accounting is a specialized field of investigation which goes beyond book 

entries and use of analytical tools the off book transactions and field investigation with 

supported evidences is integral part of an Forensic Auditor or a Fraud Examiner. . 

There is intense lack of qualified Fraud Examiners with satisfactory specialized 

information on forensic issues in India.  

2. In India, a large portion of the financial manipulation cases included lawmakers, so it 

is significant to discover confirmations against them.  

3. Indian legal framework actually follows age old British legal framework. It is costly 

to carry the make a difference to court and recruit master advocates.  

4. Because of progression and quick economy, an ever-increasing number of financial 

backers from unfamiliar nations put resources into India thus; it is hard to sue financial 

fraudster from different nations.  

5. As a result of ceaseless reception of new strategies of Information and Technology by 

fraudster, it is hard to Forensic Accountant to adapt dependent upon them.  

6. Forensic accounting is a costly field contrasted with other investigative fields.  

7. It isn't obligatory for organizations to choose forensic bookkeeper in organizations.  

8. There is no particular rule or follow up on forensic accounting in India. 

 

LITERACY FOR FORENSIC ACCOUNTING IN INDIA 

Forensic Accountants has gone to the spotlight as of late because of fast expansion in fakes 

and middle class wrongdoings. There is immense prerequisite for trustworthiness, 

reasonableness and straightforwardness in Indian Corporate detailing. The establishment of 

India Chapter of Association of Certified Fraud Examiners of USA in 1994 was first major 

milestone in establishing Forensic Audit as a profession in India.  Association of Certified 

Fraud Examiners based in Austin Texas is world largest body of anti-fraud professionals in 
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the world. The Institute of Chartered Accountants of India (ICAI) followed it up by starting a 

seminar on forensic accounting for its members. It is "Authentication Course on Forensic 

accounting and Fraud Detection utilizing IT and CAATs". As of now, Certified Fraud 

Examiners Qualification is taken by up large numbers by Chartered Accountants, Lawyers, 

investigators and Govt Auditors. In addition we now have CFEs in our CAG Office as well 

as in Govt investigating agencies. There are other initiatives, which includes India forensic 

(Pune, Maharashtra) which started Courses in Bank Forensic Accounting (CBFA), Certified 

Forensic Accounting Professional (CFAP). Foundation of Chartered Financial Analyst of 

India (ICFAI) University also started Postgraduate Diploma in Forensic Accounting. Albeit 

this is at incipient stage in a large portion of the Indian colleges, numerous school and colleges 

are giving seminars on "Forensic Science". Behind the scenes of expanding levels of fakes 

and financial inconsistencies, it is normal that the possibilities of forensic bookkeepers will 

undoubtedly increment generously soon. There is need for setting an institutionalized 

mechanism by giving Statutory Recognition to the profession of Certified Fraud Examiners 

in India and entrusting them to set standards and guidelines for Forensic Audits. It is 

imperative for lawmakers to amend the statutes i.e. Companies Act as well as IPC and 

Contract Law to incorporate provisions for recommendation of a Forensic Audit by a 

Statutory Auditor or an investigating officer where primary scrutiny of Financial Statements 

and records it is evident there is likely chance of financial manipulation and which require an 

investigation by an expert professional. 

 

REVIEW OF LITERATURE 

Maurice E. Peloubet is credited with developing the term forensic accounting in his2014 essay 

Forensic Accounting: Its Place in Today's Economy." By the late1940s, forensic accounting 

had proven its worth during World War II; however, formalized procedures were not put in 

place until the 1980s when major academic studies in the field were published (Rasey2010). 

Forensic accounting is the specialty area of the accountancy profession, which describes 

engagements that result from actual or anticipated disputes or litigation. "Forensic" means 

"suitable for use in a court of law," and it is to that standard and potential outcome that forensic 

accountants generally have to work (Crumbley et al.2005). 
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Joshi (2003) ascribed the origination of forensic accounting to Kautilya, the first economist 

to openly recognize the need for the forensic accountant whom he said, mentioned 40 ways 

of embezzlement centuries ago. He, however, stated that the term "forensic accounting was 

coined by Peloubet in 1946. Crumbley (2001) wrote on same when he stated that a form of 

forensic accounting can be traced back to an 1817 court decision. He stated also that a "young 

Scottish accountant issued a circular advertising his expertise in arbitration support in 1824" 

but that Peloubet was probably the first to publish the phrase forensic accounting. 

Investigation of fraud and corruption is confirmed thus, not to be new, even in Nigeria. It is 

only gaining prominence because of the growing wave of the crime under the seemingly new 

nomenclature the last five years.  

Coenen (2005) stated that forensic accounting involves the application of accounting concepts 

and techniques to legal problem. It demands reporting, where the accountability of the fraud 

is established and the report is considered as evidence in the court of law or in the 

administrative proceeding (Joshi). It provides an accounting analysis that is suitable to the 

court, which will form the basis of discussion, debate and ultimately dispute resolution 

(Zysman, 2001). 

Professional accountant and legal practitioner in find a better way of exposing fraud in 

business world. A nationwide study conducted by Kessler International showed that 39 

percent of organizations have considered the need for a forensic accountant. This study 

intends to find out how the knowledge of forensic accounting techniques can reduce corporate 

fraud and mismanagement along with discussing the scope and role of forensic accounting. 

 

RESEARCH METHODOLOGY 

The investigation depends on auxiliary information and not many instances of corporate area 

have been talked about. The examination is a hypothetical investigation of the job of forensic 

bookkeeper as guard dog who might watch out for the monetary activity of the organizations 

in order to limit the events of monetary fakes in future. The examination is being upheld by 

the auxiliary information as accessible writing on forensic accounting and its application in 

current corporate world. In any case, forensic accounting covers a wide scope of tasks of 

which misrepresentation assessment is a little part where it is generally common.  
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The current exploration utilized quantitative way to deal with gather information from the 

accounting experts. Information for the investigation was gathered from both essential and 

auxiliary sources. To gather information from essential sources, a poll was created and 

afterward it was recorded by the accounting experts through on the web and disconnected 

mode. As it was cleared from the audit that forensic accounting is s specific part of accounting. 

Along these lines, to know whether forensic accounting is viable in recognition and 

counteraction of monetary misrepresentation or not, an individual ought to have particular 

information and formal schooling. In this way, universe or populace for the current 

investigation incorporates accounting experts having formal training. An example of 100 

accounting experts was taken to know their perspective about forensic accounting and its 

significance in identification and anticipation of monetary fakes. Critical inspecting and 

Snowball Sampling were utilized to choose the respondents. Likewise, the analyst 

additionally utilized snowball inspecting as one individual eludes another to fill poll. 

Subsequent to gathering the information, different factual tests like t-test were applied on the 

information to choose whether forensic accounting fundamentally affects extortion 

identification and avoidance or not. 

 

DATA ANALYSIS 

It is a bunch of helped procedures intended to consequently mine enormous volumes of 

information for new, covered up or sudden data or examples. Information mining procedures 

are arranged: Discovery, Predictive displaying and Deviation and Link investigation. It finds 

the standard information or examples in information, without a predefined thought or 

speculation about what the example might be for example with no earlier information on 

extortion. .It clarifies different affinities, affiliation, patterns and varieties as restrictive 

rationale. In prescient displaying, designs found from the information base are utilized to 

foresee the result and to figure information for new worth things. In Deviation investigation 

the standard is discovered first, and afterward those items are identified that stray from the 

typical inside an offered edge (to discover oddities by removed examples). Connection 

disclosure has arisen as of late for recognizing a dubious example. It generally utilizes 

deterministic graphical strategies, Bayesian probabilistic relaxed organizations. This 
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technique includes "design coordinating" calculation to 'remove' any uncommon or dubious 

cases.  

Another valuable extortion location procedure is the computation of information examination 

proportions for key numeric fields. Like monetary proportions that give signs of the monetary 

strength of an organization, information investigation proportions report on the extortion 

wellbeing by distinguishing potential side effects of misrepresentation. Three normally 

utilized proportions are: Ratio off the most elevated worth to the least worth Ratio of most 

elevated worth to second most elevated worth Ratio of current year to earlier year. Utilizing 

proportion investigation, a monetary master contemplates connections among expenses and a 

few proportions of creation, for example, units sold, dollar of deals or direct work hours. For 

instance, to show up at overhead expenses per direct work hour, absolute overhead expenses 

may be isolated by complete direct work hours. Proportion investigation might assist a 

forensic bookkeeper with assessing costs. 

 

CONCLUSION 

Forensic accounting is a costly assistance when contrasted with insightful reviewing. 

Additionally, it isn't compulsory for organizations to name forensic bookkeeper not at all like 

inward/outer reviewers to forestall/distinguish abnormalities in their monetary exchanges. All 

Indian bookkeepers are not data innovation keen. Bookkeepers with great experience might 

think that it is hard to identify and indict PC related cheats. Up until this point, the specialists 

have not set a particular rule or follow up on rehearsing forensic accounting. This load of 

reasons additionally exasperated the issues looked by forensic bookkeepers. Indian economy 

has been opened up to the world and some monetary embarrassment includes corporate areas 

from different nations. Globalization of the economy and the way that a fraudster can be based 

anyplace on the planet has prompted the issue of between locale which again bothered the 

issue for forensic bookkeepers. Forensic bookkeepers think that it is hard to arraign fraudster 

from different nations in Indian locale. (For example VVIP Chopper bargain trick) The quick 

changing universe of data innovation and the remarkable expansion in the utilization of PC 

frameworks compromise the forensic accounting clique. The innovation utilized by 

lawbreakers and fraudsters is changing continually and forensic accounting need to keep 
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steady over their game to forestall and recognize these fake practices. In light of the above 

goals, a portion of the drives taken by administrative bodies give a positive indication in 

forestalling tricks. SEBI has choose to make a forensics accounting cell to improve the nature 

of the monetary data unveiled and to aid location of monetary anomalies to fill in as a 

successful early admonition instruments to forestall tricks in monetary sector, RBI has 

likewise request that banks incorporate forensics inspecting rehearses. Forensic accounting in 

India is simply being utilized as an insightful apparatus up until now, as opposed to a 

preventive instrument. In the event that forensic reviewing is made compulsory in monetary 

and corporate area a large number of the tricks including a great many crores can be stayed 

away from. 
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