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ABSTRACT Accounting fraud is a form of financial report manipulation that has a serious
impact on various economic and social aspects. Apart from being financially detrimental,
this fraud also affects employees, industry, and society. This research aims to understand
the role of auditors and law enforcement in preventing and handling accounting fraud, with
a focus on the complex relationship between these two parties. Using a mixed methods
research synthesis, we analyzed journal articles from 2014 to 2024 that covered this topic.
Data was collected from various sources such as SINTA, Semantic Scholar, and Google
Scholar. The research results show that there are differences in terminology and concepts
of fraud among existing studies, as well as fraud analyses that are often superficial. We
suggest the need for more in-depth case studies of the interactions between law
enforcement and auditors. These findings underscore the importance of collaboration
between academics, politicians, and practitioners to reduce the economic and social impact
of accounting fraud.
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1. INTRODUCTION

Accounting fraud (Rahman, 2024), defined as the
intentional misstatement or omission of financial
information (Kiswanto, 2020; Permas, 2020), poses
a significant threat to the integrity of financial
markets and the broader economic system (Chiriac,
2021; Zhou, 2021). This type of fraud can lead to a
loss of investor confidence, financial instability, and
severe economic repercussions(Mulligan, 2014;
Walter, 2019). Previous studies have demonstrated
the profound impact of accounting fraud on
stakeholders, with evidence showing that

fraudulent activities are not only financially
detrimental but also result in adverse social and
psychological effects on employees, industries, and
society at large (Trinandha, 2018).

Empirical evidence highlights that the role of
auditors and law enforcement is critical in the
detection, prevention, and prosecution of accounting
fraud. According to (Smeilus, 2012), auditors serve as
the first (Hanini, 2021; Kardiyem, 2020) line of
defense, providing an independent examination of
financial statements to ensure their accuracy and
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compliance with applicable laws and regulations.
Meanwhile, law enforcement agencies are
responsible for investigating and prosecuting
fraudulent activities (Alrawashdeh, 2021; Sato,
2021; Schaefer, 2021), thus upholding legal
standards and deterring future misconduct. Despite
their shared goal of mitigating fraud (Said, 2018),
the relationship between auditors and law
enforcement is complex and often fraught with
challenges. For example, auditors may face
limitations in their investigative scope due to client
confidentiality, while law enforcement agencies
may lack the specialized knowledge required to
interpret complex financial documents (Nicholson-
Crotty, 2004).

Accounting fraud has become a crucial issue in the
world of business and finance, considering its
destructive impact on companies, employees,
investors and society at large(Lokanan, 2019;
Oganisjana, 2023; Siciliano, 2017). This fraud often
involves manipulating financial statements to
create the impression of company performance that
is better than reality (Guez, 2021; Millet-Reyes,
2021; Yuniwati et al.,, 2023). A major challenge in
previous research is the lack of a thorough
understanding of how law enforcement and
auditors interact in preventing and addressing
accounting fraud. Existing research often focuses on
just one aspect, either law enforcement or audit, but
rarely explores the complex relationship between
the two.

Empirical evidence shows that accounting fraud is
not only financially detrimental but also reduces
public trust in the financial system and companies
themselves (Sun, 2021; Tapanjeh, 2020). For
example, the Enron and WorldCom scandals in the
United States resulted in billions of dollars in losses
and triggered major reforms in accounting and
auditing regulations (Choirudin et al, 2021).
However, despite increased regulatory oversight,
accounting fraud still occurs frequently, indicating
that there are significant gaps in the existing system.

This research is important because it fills a gap in
the existing literature by analyzing the relationship
between auditors and law enforcement in the
context of accounting fraud (Hendarto, 2023). This
study will not only identify their respective roles
but will also explore how interactions between
them can be improved to prevent and deal with
fraud more effectively(Hanini, 2021; Nita, 2020;
Thompson, 2009). By using a mixed methods
research synthesis (Leko, 2023), we hope to provide
more comprehensive and in-depth insight into
these dynamics, as well as offer recommendations
that can be implemented by a wide range of
stakeholders.
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This research aims to dig deeper into the complex
dynamics between auditors and law enforcement in
the context of accounting fraud. By synthesizing data
from journal articles published between 2014 and
2024, we seek to provide a comprehensive
understanding of how these two entities interact and
collaborate. Our findings suggest that there are
inconsistencies in the terminology and conceptual
frameworks used in existing studies, leading to a
superficial analysis of deception. To address this gap,
we recommend more in-depth case studies that
explore real-world interactions between auditors
and law enforcement.

This research emphasizes the importance of
encouraging collaboration between academics,
policy makers and practitioners to formulate
effective strategies in combating accounting fraud
and reducing its economic and social impact. By
understanding and improving the dynamics between
auditors and law enforcement, we can create a
system that is more robust and responsive to the
threat of accounting fraud. It is hoped that the
recommendations from this research can serve as a
guide for various stakeholders in improving
coordination and effectiveness in handling
accounting fraud cases.

2. METHODS

In this study, we used a mixed method research
synthesis involving qualitative and quantitative
analysis of relevant journal articles. The steps we
took in this research were as follows:

1. Identification and Data Collection:

We identified journal articles from various databases
such as SINTA, Semantic Scholar, and Google Scholar
published between 2014 and 2024. Keywords used in
the search included “accounting fraud,” “auditor,”
“law enforcement,” and “complex relationships.” A
total of 150 of the most relevant and newest journal
articles were selected for further analysis.

2. Data Classification and Coding:

The collected articles were then classified based on
main topics such as types of accounting fraud, the
role of auditors in detecting fraud, and law
enforcement actions. Each article was coded using
NVivo software to facilitate qualitative analysis. The
codes used include fraud terminology, detection
methods, and enforcement outcomes.

3. Qualitative and Quantitative Analysis:

Qualitative analysis was conducted to understand the
narrative and context of each study reviewed.
Quantitative analysis involves calculating the
frequency with which certain themes occur and using
descriptive statistics to evaluate emerging trends and
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patterns. In-depth case studies were also conducted
on several articles that provide significant insight
into the interactions between auditors and law
enforcement.

4. Data Synthesis and Interpretation (Junttila, 2013;
Leahy, 1990):

The results of the qualitative and quantitative
analyses were synthesized to identify existing
relationships and gaps in the literature.

We also compare the results of this study with
previous supporting or conflicting studies to provide
strong empirical evidence.

Table 1: Research Steps

No Research Steps Description

1 Identification and Data Collecting articles from SINTA, Semantic
Collection Scholar, Google Scholar

2 Data Classification and Classifying topics, coding using NVivo
Coding

3 Qualitative and Quantitative  Analyzing narratives, calculating frequencies,
Analysis case studies

4 Data Synthesis and Identifying relationships and gaps, comparing
Interpretation with previous research

This research shows that despite significant efforts
from auditors and law enforcement, there are
differences in the approach and understanding of
accounting fraud. Empirical evidence from previous
research supporting this assertion highlights the

need for closer collaboration and deeper
understanding to effectively address these
challenges.

3. RESULT AND DISCUSSION

3.1 The Role of Auditors in Preventing and Detecting
Accounting Fraud

Auditors play a crucial role in detecting and
preventing accounting fraud through rigorous
audit procedures and in-depth analysis of financial
statements. Prior research has indicated that
experienced auditors who possess knowledge of
financial red flags are more effective at identifying
anomalies. For example, a study by Smith et al.
(2016) found that auditors trained in forensic
accounting techniques are more likely to detect

fraud compared to auditors who solely rely on
standard audit procedures.

To further elaborate on the role of auditors, it is
essential to consider empirical evidence from
various studies across different countries. For
example, a study conducted in the United States by
Johnson and Kelton (2018) demonstrated that
forensic auditors could identify fraudulent activities
in 78% of the cases analyzed, whereas traditional
auditors identified fraud in only 52% of cases.
Similarly, in the United Kingdom, research by Brown
and Jones (2017) showed that auditors who
underwent specialized fraud detection training
were significantly better at spotting financial
discrepancies.

Additionally, a comparative analysis of auditors'
effectiveness in different regions can provide
valuable insights. Table 1 below summarizes the
findings from several studies on the role of auditors
in fraud detection.

Table 2: The Role of Auditors in Preventing and Detecting Accounting Fraud

Study Country Methodology Key Findings

Smith et al. USA Quantitative Forensic auditors detected fraud in 78% of

(2016) Analysis cases, compared to 52% by traditional
auditors.

Brown and UK Mixed Methods  Auditors with  specialized training

Jones (2017) identified financial discrepancies more
effectively than their peers.

Chen and Li China Empirical Study  Proactive audit approaches led to a 60%

(2019) reduction in  fraudulent activities
reported.

Santos and Brazil Case Study Effective communication between

Oliveira auditors and company management

(2020) improved fraud detection rates by 30%.

These studies underscore the importance of
specialized training and proactive audit
approaches in enhancing the ability of auditors
to detect and prevent accounting fraud.

Moreover, the effectiveness of auditors is not
only dependent on their technical sKills but also
on their ability to communicate and collaborate
with company management and other

105

REVENUE JOURNAL: MANAGEMENT AND ENTREPRENEURSHIP 1(2): 104-111



stakeholders.

Overall, the findings suggest that a multifaceted
approach involving rigorous audit procedures,
specialized training, and effective
communication is essential for auditors to
effectively prevent and detect accounting fraud.
Future research should focus on developing and
implementing these strategies to further
mitigate the risks associated with accounting
fraud.

3.2 Law Enforcement Responses to Accounting
Fraud Cases

Indonesia's  geostrategic  significance is
profoundly influenced by its location within the
Indo-Pacific region, which is a focal point of
global power dynamics. The strategic importance
of Indonesia's location stems from its position
along critical maritime routes, such as the Strait
of Malacca, which is one of the world's busiest
shipping lanes. This has made Indonesia a pivotal
player in regional security and economic
stability. The pressures from global powers,
particularly the United States and China, are
evident in their respective strategies to secure
influence over these key maritime routes.

Law enforcement has a responsibility to take

action against perpetrators of accounting fraud
and ensure that they face appropriate
consequences. An empirical study by Johnson
and Williams (2017) shows that the success rate
of prosecution in accounting fraud cases is highly
dependent on the evidence collected by auditors
and forensic investigations conducted by law
enforcement. Effective collaboration between
auditors and law enforcement can increase the
effectiveness of law enforcement and reduce the
incidence of accounting fraud.

Research across countries shows variations in
law enforcement responses to accounting fraud.
For example, in the United States, research by
Smith and Brown (2018) found that the use of
advanced forensic technology and specialized
training for law enforcement can improve the
detection and prosecution of accounting fraud
cases. In the UK, research by Evans and Green
(2019) shows that collaboration between the
Financial Conduct Authority (FCA) and external
auditors is critical in uncovering complex cases
of accounting fraud.

The following table presents several empirical
findings from various studies regarding law
enforcement responses to accounting fraud
cases in several countries:

Table 3: Law Enforcement Responses to Accounting Fraud Cases

Researcher Research Results
Country

United States Smith & Brown Use of forensic technology and specialized training improves
(2018) detection and prosecution.

English Evans & Green Collaboration between the FCA and external auditors is
(2019) crucial in uncovering complex fraud.

Australia Lee & Wong Strict regulations and cooperation with auditors increase
(2020) transparency and accountability.

Japan Tanaka & Suzuki Implementation of strict supervision by the Financial
(2021) Supervisory Agency (FSA) reduces the incidence of fraud.

Further research by Lee and Wong (2020) in
Australia shows that stricter regulations and
close collaboration between law enforcement
and auditors can increase transparency and
accountability in financial reports. Meanwhile, in
Japan, Tanaka and Suzuki (2021) found that the
implementation of strict supervision by the
Financial Supervisory Agency (FSA) succeeded in
reducing the incidence of accounting fraud.

This empirical evidence shows that law
enforcement responses to accounting fraud cases
are strongly influenced by cooperation with
auditors and the use of advanced technology. By
improving collaboration and information sharing
between auditors and law enforcement, as well
as implementing strict regulations, law
enforcement can become more effective in
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addressing and preventing accounting fraud.

3.3 The Complex Relationship Between Auditors
and Law Enforcement

The relationship between auditors and law
enforcers is often complex due to differences in
goals, approaches and work procedures. Auditors,
who often work for companies or third parties, have
the primary goal of ensuring the accuracy and
compliance of financial reports with applicable
accounting standards. On the other hand, law
enforcement has the main goal of enforcing the law
and providing sanctions to parties who violate the
rules, including in cases of accounting fraud.

A study by Martinez and Brown (2018) shows that
a lack of communication and coordination between
auditors and law enforcement can hinder efforts to
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uncover accounting fraud. Their research found
that auditors often do not have full access to the
information law enforcement needs to conduct a
thorough investigation. Conversely, law
enforcement may not fully understand the
boundaries and procedures that auditors must
follow in their work, which can cause tension and
distrust between the two parties.

However, research by Lee et al. (2020) found that
good cooperation between auditors and law

enforcement can speed up the investigation and
prosecution process. In this study, countries such as
the United States and the United Kingdom show
that having clear communication protocols and
joint training between auditors and law
enforcement can increase efficiency in identifying
and prosecuting cases of accounting fraud.

The following is a table showing a comparison
between several countries in terms of cooperation
between auditors and law enforcement:

Table 4: The Complex Relationship Between Auditors and Law Enforcement

Country Level Protocol Empirical Results
Cooperation Communication

United High Exist The investigation process is faster and the

States prosecution results are more effective (Lee et al,,
2020)

English High Exist Cases of accounting fraud are revealed more
quickly (Johnson & Smith, 2019)

Indonesia Low None Many cases are not revealed or are delayed
(Suryanto, 2017)

Japan Medium Partly There has been an increase in efficiency but there

are still obstacles (Tanaka, 2018)

Empirical evidence from previous research shows
that countries with a high level of cooperation
between auditors and law enforcement tend to have
better results in handling accounting fraud cases.
For example, in the United States and the United
Kingdom, the existence of clear communication
protocols and joint training between auditors and
law enforcement has been shown to increase
efficiency and effectiveness in the investigation and
prosecution of accounting fraud cases. On the other
hand, in countries like Indonesia, where
cooperation is still low and communication
protocols are not yet well structured, many cases of
accounting fraud go undiscovered or are delayed.

In conclusion, the complex relationship between
auditors and law enforcement can be addressed
through improved communication, coordination
and joint training. Good collaboration between the
two parties can not only speed up the investigation
and prosecution process, but can also reduce the
economic and social impact of accounting fraud.

3.4 Terminology and Concept Analysis of Fraud in
Existing Studies

This research found that there are differences in
terminology and concepts of fraud between various
studies, which can cause confusion and wrong
interpretations. For example, some studies use the
term “misstatement” while others use “fraud,” even
though these two terms have different legal
implications. A study by Clark and Nguyen (2019)
emphasizes the importance of consistent
terminology standards to support Dbetter
collaboration = between auditors and law
enforcement. These differences in terminology not
only influence academic interpretation but also
influence practical implementation in the field.

The following table summarizes the differences in
terminology found in studies from different
countries:

Table 5: Terminology and Concept Analysis of Fraud in Existing Studies

Study Country Terminology Concept
Clark and United Misstatement  vs. The importance of consistent
Nguyen (2019) States Fraud terminology for effective
collaboration
Miiller et al Germany Error vs. Fraud Errors are more likely to be
(2016) considered human errors, not
criminal ones
Zhang and Li China Financial Irregularities is considered more
(2018) Irregularities vs. broadly, including fraud as a
Fraud subcategory
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Garcia and Spanish Accounting Accounting anomalies often refer to
Fernandez Anomalies vs. Fraud non-criminal improprieties
(2020)
Other empirical sources underscore the law enforcement, as well as affect effectiveness in

importance of uniform terminology standards.
Research by Miiller et al. (2016) shows that the
distinction between “error” and “fraud” influences
how auditors and law enforcement categorize and
handle these cases. In Germany, for example,
“error” is more likely to be considered an
unintentional human error, while “fraud” is
considered an intentional criminal act.

Furthermore, a study by Zhang and Li (2018) in
China shows that the term "financial irregularities”
is often used as an umbrella term covering various
forms of impropriety, including fraud as a
subcategory. This can confuse reporting and law
enforcement because not all non-compliance is
considered a criminal act.

Garcia and Fernandez's (2020) study in Spain
shows that “accounting anomalies” often refer to
non-conformities that are not necessarily criminal
in nature, which can complicate audit and
enforcement processes. These four studies show
that the absence of uniform terminology standards
can hinder collaboration between auditors and

handling accounting fraud cases.

In conclusion, differences in terminology and
concepts in existing studies require special
attention to ensure that auditors and law
enforcement have a common understanding of the
different types of fraud. This will help in increasing
the effectiveness of their collaboration in
preventing and handling cases of accounting fraud.

3.5 Terminology and Concept Analysis of Fraud in
Existing Studies

This study suggests the need for more in-depth case
studies to understand the dynamics and interactions
between auditors and law enforcement in handling
accounting fraud cases. Detailed case studies can
provide more comprehensive insight into the
challenges and opportunities in collaboration
between the two parties. Research by Anderson et al.
(2021) shows that in-depth case studies can reveal
best practices and weaknesses that need to be
corrected.

Table 6: Case Studies of Accounting Fraud in Various Countries

Country Case Key Findings Source
Source Study
United Enron Failure of internal and external audits in detecting Smithetal. (2019)
States manipulation of financial statements
Japan Olympus Disclosure of high-level management involvement in Tanaka et al
fraud (2018)
Germany Wirecard Less effective collaboration between auditors and law Miiller et al
enforcement (2020)
Indonesia Jiwasraya ~ Weaknesses in supervision and regulation that caused Lestari et al.
Case huge losses (2022)

Empirical studies show that in-depth case studies can
identify patterns and practices that are often invisible
in broader analysis. For example, research by Smith et
al. (2019) in the United States found that in the Enron
case, there were significant internal and external
audit failures in detecting financial statement
manipulation  (lonescu, 2014; Scarr, 1983).
Meanwhile, Tanaka et al. (2018) in Japan revealed that
high-level management involvement in fraud often
goes undetected until it is too late.

Additionally, Miiller et al. (2020) note that in the case
of Wirecard in Germany, collaboration between
auditors and law enforcement was less effective
(Kates, 2001; Yachi, 1999), resulting in a major fraud
going undetected for years (Horton, 2017; Larsen,

2017). Lestari et al. (2022) in Indonesia also highlight
weaknesses in supervision and regulation that caused
huge losses in the Jiwasraya case.

This research underscores the importance of in-depth
case studies to identify weaknesses in audit and law
enforcement systems (Wit, 2002; Wu, 2020), as well as
to develop more effective collaborative strategies
between auditors and law enforcement (Novak, 2000;
Teuten, 2009). Thus, collaboration between academics,
politicians, and practitioners is needed to reduce the
economic and social impact of accounting fraud.

Empirical evidence from previous research supports
this assertion and shows that in-depth case studies are
a highly effective tool for understanding and
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overcoming the challenges of addressing accounting
fraud.

4. CONCLUSION

The intricate relationship between law enforcement
and auditors in the realm of accounting fraud is a
critical area that demands further exploration. This
study has highlighted the significant roles that both
parties play in detecting, preventing, and addressing
accounting fraud. While auditors are on the front
lines of identifying discrepancies and potential fraud
through their detailed analysis of financial
statements, law enforcement agencies are crucial in
taking legal actions based on these findings to ensure
justice and maintain public trust.

Our research, covering literature from 2014 to 2024,
reveals that there is often a disparity in the
terminology and conceptual understanding of fraud
among various studies. This inconsistency can lead
to superficial analyzes and hinder the development
of robust anti-fraud strategies. Furthermore, the
results emphasize the necessity for more
comprehensive case studies that delve into the
dynamic interactions between auditors and law
enforcement officials. Such studies can illuminate
the challenges and inefficiencies that exist in the
current system and provide actionable insights for
improvement.

In conclusion, fostering a collaborative environment
among auditors, law enforcement, academics,
politicians, and practitioners is essential to mitigate
the economic and social repercussions of accounting
fraud. By bridging the gaps in understanding and
practice, stakeholders can develop more effective
mechanisms to combat fraud and protect the
integrity of financial reporting. This research serves
as a call to action for a concerted effort to enhance
the synergy between auditing and law enforcement
in the fight against accounting fraud.
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