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The collapse of Enron and other high profiled corporations such as WorldCom and Xerox 

in the beginning of the new century sheds light to the weakness of our auditing and accounting 

profession to prevent or detected fraud. The first category of fraud is the fraudulent financial 

reporting, which is defined as “an intentional misstatement of financial statements (Arens et al. 

2010, P. 336)”. In the United States fraudulent financial reporting mostly results from intentional 

overstatement of revenues and gains and understatement of expenses and losses. Even though 

fraudulent overstatement of revenues and gains are common among many public companies, 

some privately owned companies have incentive to fraudulently understate their net income to 

evade income tax. Even among public companies are many companies which understate their net 

income (e.g., big bath) to assure their next year profitability. Fraud can also be in the form of 

misappropriation of assets, which is defined as “fraud that involves theft of an entity’s assets 

(Arens et al. 2010, P. 336)”. Misappropriation of assets usually refers to cases in which internal 

parties such as employees or external parties such as customers (shop lifting) are involved.  

The importance of this study lies in the fact that companies generally lose a sizable 

amount of their revenues in fraudulent activities. Maranjan (2010) estimates that companies in 

average loose 7% of their revenues in fraud caused by their employees. There is no estimate of 

total losses caused by fraudulent financial reporting, but it is not unrealistic to expect that the 

overall loss on companies’ revenues to exceed 7% of the revenues. As an attempt to prevent 

fraud, the Auditing Standard Board (ASB) in 2002 issued the Statements of Auditing Standard 

99 (SAS 99) which introduced a “Fraud Triangle”. Fraud Triangle indicates that the probability 

of committing fraud is high in situations when a) management or other employees has incentive 

or is under financial pressure, b) there exist conditions that provide opportunities for 

management or employees to commit fraud, and c) there exist ethical values or characteristics 

that cause management or employees to rationalize the fraudulent act.   
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 Fraud can be looked at in two different ways. One way of looking at fraud is to assume 

that those who commit fraud are genius or creative people who always find innovative ways to 

commit fraud. If this is the case, then any investment in fraud prevention/detection is a waste of 

resources. The second way of looking at fraud is to assume that those who commit fraud are 

typical accountants who simply copy past fraud schemes. If this is the case, then we can argue 

that well trained accountants and auditors combined with well established ethical values and 

corporate governance can reduce the occurrences of fraud.  Ample evidence such as the case of 

Madoff and Satyam (or so called “India’s Madoff”) shows that many recently uncovered fraud 

cases are exactly copies of the frauds that happened in the past, indicating a need for programs 

for educating accountants and auditors to prevent/detect fraud.  

To provide our evidence, we start with the story of Charles Ponzi who came to Boston 

from Canada in 1903 with only $2.50 in his pocket. He mentioned later that he landed in the 

United States with $2.50 in cash and $1 million in hopes. With the support of his friends, Ponzi 

obtained controlling interest in the Hanover Trust Bank of Boston in 1920 by depositing $3 

million. Soon after he obtained the controlling interest of the bank, the bank started receiving 

cash at a very unusually high rate, but financial analysts could easily find out that the bank is 

incurring losses, Ponzi paid high return to investors using new money from new investors 

(Knutson 1996).    

Our first evidence relates to Gregoriou and Lhabitant (2009) who study the biggest Ponzi 

scheme of all time which was conducted by Bernard Madoff in 2009 with over $50 billion 

investors’ loss. Their study effectively begins by enveloping the reader in Madoff’s lifestyle, 

education, and career after dropping out of college and opening a brokerage business, called 

BMIS. After discussing how Madoff’s business grew through the years, they explain that Madoff 

executed the Split-Strike Conversion Strategy, which turned out to a very essential part of 

Madoff’s scheme. In short, this “strategy” promised an annual return of 8%-12% by frequently 

trading specific stocks in a portfolio. These consistent gains gave Madoff’s investors a reason to 

keep reinvesting their money every year as it seemed as a conservative and profitable 

investment. As the number of investors grew, investors kept reinvesting and the only one cashing 

out was Bernie Madoff. Gregoriou and Lhabitant explain how Madoff’s scheme was uncovered 

and how various red flags, such as unusual fee structure, lack of segregation amongst service 
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providers, extreme secrecy, heavy family influence, lack of staff, conflict of interests, and paper 

tickets were ignored.  

Our second evidence relates to a study done by Kripalani (2009) who investigates the 

case of Satyam in India. Kripalani mentions that through the years, Satyam has established itself 

as not only an info tech outsourcer but also the India’s fourth largest information technology 

company. In 2009, the chairman of Satyam in a letter admitted that he inflated the amount of 

cash on the company’s balance sheet by almost one billion dollars. In general, Satyam’s 

quarterly revenues were overstated by 76% and their quarterly profits were overstated by 97% 

for September 2008. Satyam’s rumored value of $2.6 to $3 billion was now officially valued at 

$600 million. Satyam’s shares fell 78% on the day the chairman came forward and soon Satyam 

became known as the India’s Madoff. Kripalani posits that Satyam’s investors, deceived by a 

Ponzi scheme, are raising questions as to how the company’s audit firm, 

PricewaterhouseCoopers, approved Satyam’s accounts.  

 The above cases reveal that those who commit fraud are not necessarily genius or have 

creative mind. They are typical accountants who copy fraud schemes from the past. Therefore, 

we emphasize the importance of the programs for fraud prevention/detection education and 

training and raise the question of whether business school of universities in the United States 

offers enough programs to educate accounting and auditing professionals for fraud 

prevention/detection. To the best of our knowledge, our study is the first that investigates the 

programs offered by business schools of the universities in the United States for education of 

fraud prevention/detection. The remainder of this paper is organized as follow. Section II 

includes literature review, Section III discusses parties who uncovered fraud, Section IV 

discusses the research method, and Section V provides results of this study.  In Section VI we 

propose a plan for fraud prevention/detection, and finally in Section V11 we provide a summary 

and conclusions as well as our contributions.  

 

II. LITERATURE REVIEW 

Prior studies use a micro approach to study fraud cases and to the best of our knowledge, 

no study to date has looked at fraud at a macro level. Prior studies mainly discuss the association 

between fraud and corporate governance (e.g., Chapple et al. , 2009; Abdolmohammadi et al., 

2010a; Abdolmohammadi et al., 2010b; Huefner, 2010; He et al., 2009; Heninger et al., 2009), 
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fraud and multimedia devices (e.g., Pearson and Singleton , 2008; Cook and Clements, 2009; 

Albrecht and Albrecht , 2009; Marcella and Dippel, 2010), fraud and teaching strategies (e.g., 

Crumbley, 2010), and market reactions to fraud (e.g., Cook and Grove, 2009). Other studies 

discuss the inadequacy of accounting standards as well as client litigations (e.g., Green and 

Renstein, 2009). There are also studies that have narrower focus (e.g., Nguyen, 2009; Lenard and 

Alam , 2009; Kumar et al., 2009; Huang et al., 2010; Turner, 2010; Neumann et al, 2010; Brazel, 

et al., 2010; Lasko, 2010).   

   

 The above studies show that even though there have been many studies in fraud 

prevention/detection, almost all studies have a micro focus. Therefore, the main purpose of our 

study is to investigate the programs for education of fraud prevention/detection in the United 

States at a macro level. In this study we look at a broader picture and use a macro approach. 

Furthermore, we introduce a “Fraud Deterrence Triangle” which includes: Education of fraud 

prevention/detection, Education of ethical values, and Corporate Governance.  In this study we 

provide evidence that shows that literature on the level of education for fraud 

prevention/detection in the United States is not rich, and we encourage researcher to focus more 

on this important line of research.  

 

III. PARTIES INVOLVED IN FRAUD DTECTION 

 The findings by Hyatt (2010) indicate that in the United Stated Class Action lawsuits and 

Federal Enforcement Proceeding auditors are not the ones who detect most of corporate fraud. 

He studied 216 alleged corporate frauds during the period between 1996 and 2006. In his study 

all companies investigated were U.S. companies with at least $750 million assets. Table 1 shows 

who uncovered fraud during the period between 1996 and 2006 in the United States.  

 

Table 1 – List of those who uncovered fraud during 1996-2006 

Parties Involved Percent 

Employees 17% 

Media 13 

Industry Regulators 13 

Analysts 14 

Auditors 11 

Clients or Competitors 5 
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Equity Holders 3 

Law Firms 3 

SEC 7 

Short Sellers 14 

 100% 

                                 - This table is adapted from Hyatt (2010)  

 

As Table 1 shows, the share of auditors in uncovering fraud is slightly more than 10%. 

This indicates that auditors are not well trained or educated to detect fraudulent activities. Given 

that auditors receive their basic education in the universities, it is reasonable to raise the question 

of whether schools of business in the universities in the United States offer enough programs for 

educating students and equipping them with tools and knowledge necessary for fraud 

prevention/detection.  

 

IV. RESEARCH METHODS 

 We have selected a random sample of 201 universities in the United States in 2010 and 

use a content analysis approach and keyed terms such as “fraud”, “forensic”, “crime”, and “white 

collar” to find universities that offer fraud or forensic related accounting programs/courses in 

business schools. To increase the external validity and generalizability of our results, we have 

chosen our sample from universities with different age, enrolment, geographic location, public 

versus private, teaching versus research, and AACSB accredited versus not accredited 

universities. We believe our sample is representative of all universities in the United States and 

our sample results can be applied to the whole population of the U.S. universities.    
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V. RESULTS 

Table 2 provides the results of our study on a randomly selected sample of 201 business schools 

from all regions of the United States in 2010. Panel A of Table 2 shows the number of 

universities that offers undergraduate and graduate fraud related courses. As this panel shows, 

only 3.5% of our sample universities offers undergraduate, and 4.0% offers graduate fraud 

courses. The results also indicate that universities that offer fraud courses are mainly located in 

North and North East and half of them are accredited by AACSB international. The results also 

show that no university in our sample offers any ethics related courses. Furthermore, our 

analyses on sample universities show that: a) 39% of our sample universities are accredited by 

AACSB and 61% are not; b) 79% of the universities that offer undergraduate or graduate fraud 

courses are teaching universities and 21% are research universities; c) 83% of our sample 

includes teaching universities and 17% includes research universities; furthermore, 38% of our 

sample universities are public universities and 62% are private universities.    

 Panel B of Table 2 shows the distribution of ages of sample universities. It shows that our 

sample includes a wide range of universities with different ages.  

 Panel C of Table 2 shows the distribution of student enrollments in our sample 

universities. As this panel shows, our sample includes more universities with enrolment between 

1,000 and 5,000 students. This distribution is the natural consequence of our random sample 

selection process.  

 Finally, Panel D of Table 2 shows the geographic distribution of our sample universities. 

As this panel shows our sample includes universities from all over the United States. Given the 

small number of universities in our sample that offers undergraduate and graduate fraud courses, 

we have investigated all universities in the United States that offer fraud courses in business 
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schools in 2010. Table 3 shows a list of universities that offer a master degree that relates to 

fraud or forensic accounting. This list is prepared based on the information posted on universities 

websites during 2010. This table shows that in the United States there are only 11 universities or 

colleges that offer fraud or forensic related master degrees in accounting.    

 

Table 2 - Descriptive Statistics for Sample Universities (n=201) 

Panel A: Fraud Courses Offered by Universities in the United States 
 

Program 

# of Universities that do not 

Offer Fraud Courses 

# of Universities that 

Offer Fraud Courses 

Total Number 

of Credit Hours 

AACSB 

Accredited 

Undergraduate 194 7 39 3 

Graduate 193 8 69 4 

 
Panel B: Distribution of Ages  

 

Age (in years) 

# of Universities that do not 

Offer Fraud Courses 

# of Universities that 

Offer Fraud Courses 

 

Total Universities 

Less than 20  2 0 2 

20 - 40 8 0 8 

40 - 60 23 0 23 

60 - 80 14 1 15 

80 - 100 26 0 26 

100 - 120 40 2 42 

120 -140 33 1 34 

140 - 160 19 3 22 

160 - 180 18 0 18 

180 - 200 7 0 7 

More than 200 4 0 4 

Total 194 7 201 
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Panel C: Distribution of Students Enrollment 

University  

Enrollment 

# of Universities that do not 

Offer Fraud Courses 

# of Universities that 

Offer Fraud Courses 

 

Total Universities 

Less than 1,000  9 0 9 

1,000 – 5,000 84 2 86 

5,000 – 10,000 45 2 47 

10,000 – 15,000 16 1 17 

15,000 – 20,000 12 2 14 

20,000 – 25,000 9 0 9 

25,000 – 30,000 11 0 11 

30,000 – 35,000 4 0 4 

More than 35,000 4 0 4 

Total 194 7 201 

 

Panel D: Geographic Distribution of Sample Universities 
Geographic  

Location 

# of Universities that do not 

Offer Fraud Courses 

# of Universities that 

Offer Fraud Courses 

 

Total Universities 

East  36 0 36 

West 19 0 19 

North 29 5 34 

South 30 0 30 

North East 29 0 29 

North West 15 1 16 

South East 33 0 33 

South West 2 1 3 

Online 1 0 1 

Total 194 7 201 

 

Table 3 – List of Universities that Offer Fraud Related Master Degrees in 2010 

 
Name of  

University 

Titled of Master Degree University  

Established in: 

University  

Enrolment 

AACSB Fraud  

Credit 

Hours 

Florida Atlantic 

University 

MS in Forensic Accounting 1964 28,000 Yes 12 

Western New 

England College 

Forensic Accounting/Fraud 

Investigation Concentration 

1951 

 

3,650 Yes 6 

Rider University Master of Fraud and Forensic 

Accounting 

1865 5,801 Yes 6 
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University at Albany MS in Forensic Accounting 1970 18,000 Yes 12 

Georgia Southern 

University 

MS in Fraud & Forensic 

Accounting 

1906 19,086 Yes 15 

Roosevelt University MS in Accounting Forensic 1945 7,306 No 15 

University of 

Charleston 

Executive Mater of Forensic 

Accounting  

1889 1,400 No 6 

Canisius College Master of Forensic Accounting  1870 5,000 No 12 

Jones International 

University 

MBA in Forensic Accounting 1987 1,457 No 3 

Saint Xavier 

University 

Master of Business 

Administration, Financial Fraud 

Examination and Management 

Concentration 

1987 5,057 No 12 

Stevenson University MS in Forensic Accounting 1947 3,929 No 12 

Utica College MBA in Fraud Management 1946 2,465 No 12 

 

VI. PROPOSED PLAN FOR FRAUD PREVENTION/DETECTION 

  In this section, we propose a framework for fraud prevention/detection and introduce the 

Fraud Deterrence Triangle (FAT), Figure 2. 

  

 

 

 

 

 

 

 

 

 

 

 

Figure 2 – Fraud Deterrence Triangle  

 

This triangle indicates that for preventing or detecting fraud there must exist: a) a comprehensive 

and well planned fraud prevention/detection education and training, b) a set of ethical values, and 

c) strong corporate governance. This triangle indicates that for preventing and detecting fraud, 

we need to deal with three major issues, fraud prevention/detection education, ethics, and 

corporate governance. The first issue deals with training auditors and accountants who are well 

Education for Fraud 

Prevention/Detection 

Corporate 

Governance 

Ethics 
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educated and well equipped with necessary tools (both electronic and manual tools) to uncover 

fraudulent activities. We are aware of the importance of the other two angles of the fraud 

deterrence triangle, but in this study we only focus on fraud prevention/detection and leave the 

other two for future research.  

 We posit that accounting and auditing profession have a long history in the United States 

and other well developed countries in the world. Many high quality accounting and auditing 

standards are issued in these countries; however, prior studies (e.g. Hyatt, 2010) show that 

auditors in the United States have a small role in preventing or detecting fraud. As discussed in 

previous sections, we find that the main reason for this small role is the lack of programs for 

education and training in this important field of specialization. As a result, we recommend that:  

1) Securities and Exchange Commission (SEC), Public Company Accounting Oversight Board 

(PCAOB), American Institute of Certified Public Accountants (AICPA), and other related 

organizations to allocate resources for offering continuous courses of fraud prevention and 

detection for partners and key employees of public accounting firms. In addition, only those who 

can successfully participate and pass these courses should be allowed to audit public companies. 

This requirement should be of interest for PCAOB because this board can impose this 

requirement on its registered auditors. AICPA can also incorporate materials and questions from 

fraud courses in the CPA exams and its continuous education requirement. We emphasize the 

importance of training for dealing with fraud in electronic data processing and information 

technology,   

2) more important than training for fraud prevention/detection is the training for ethics. Even the 

most advanced accounting and auditing standards and procedures are not able to distinguish 

between fraud and not fraud (between right and wrong). In many cases only accountants’ and 



Journal of Forensic & Investigative Accounting 

Vol. 3, Issue 3, 2011 

160 
 

auditors’ self conscious determines what is the right thing to do. Therefore, offering courses in 

ethics can improve ethical values of accountants and auditors and come before training for fraud 

prevention and detection. As a result, we recommend that regulators and policy makers such as 

SEC, PCAOB, and AICPA require auditors and accountant to go through continuous education 

on ethical values and issues too,  

3) public accounting firms not to sacrifice their long term benefits to their short term ones. They 

must develop their own training programs to educate their employees on ethics and fraud issues. 

Public accounting firms need to oversee and monitor the performance of their employees and 

raise the awareness of their employees about the importance of these issues, and  

4) universities to be aware that after the passage of Sarbanes-Oxley Act of 2002, there has been a 

high demand for programs and courses that focus on fraud prevention and detection. Given the 

current economic recession and budget cuts that many universities are facing, this line of 

specialization can bring many students to the universities and reduce their financial deficits.     

 

VII. SUMMARY AND CONCLUSIONS 

In this paper we evaluate current state of programs for education of prevention and 

detection of fraud offered by business schools in the universities across the United States. We 

show that in the United States auditors have had a small role in fraud prevention/detection. Hyatt 

(2010) shows that from 216 alleged corporate frauds during a period between 1996 and 2006, 

auditors’ share of detecting fraud was slightly more than 10%. We attribute the ineffectiveness of 

auditors in preventing/detecting fraud to the lack of proper programs for education in this area 

and, as a result, we study the programs offered by business schools in the U.S. universities. Our 

study of 201 randomly selected universities in the United States shows that more than 95% of 
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universities do not offer any fraud related courses and no university offers any stand alone 

courses that related to ethics. We also find that there are only 11 universities in the United States 

that their business schools offer a master degree in fraud or forensic accounting. Our 

contributions in this paper includes a) providing evidence to show the lack of enough programs 

of higher education in fraud prevention/detection and ethics and call for educating auditors and 

accountants in this area of expertise, b) providing a framework, the fraud deterrence triangle, c) 

providing a list of universities that offer fraud related master degrees in the United States that can 

be beneficial to those who are interested to specialize in this field, and d) providing a brief list of 

recent fraud related studies. We emphasize the importance of proper training for fraud prevention 

and detection, especially in the area of information technology, as well as training for ethical 

values, and establishing a set of corporate governance mechanisms. In this paper we only focus 

on training for fraud prevention and detection and leave the study of ethics and corporate 

governance to the future.  

Finally, we contribute to the literature by providing recommendations to 1) regulators and 

policy makers to incorporate continuous training for ethics and fraud prevention and detection as 

two key requirements for their registered auditors, 2) public accounting firms to invest in 

education of their employees in ethics and fraud prevention and detection and consider their long 

term benefits and prestige and not to sacrifice them for short term profits, and 3) universities to 

take advantage of this unfortunate economic recession to offer special programs or courses for 

ethics and fraud prevention/detection to increase their students’ enrolment. This study may suffer 

from the fact that it is based on the actual alleged fraud cases and the programs/courses offered 

by universities in the United States and is not investigated the actual programs used by public 

accounting firms, which can be a target for future studies. However, given that out of 216 alleged 



Journal of Forensic & Investigative Accounting 

Vol. 3, Issue 3, 2011 

162 
 

fraud cases during 1996-2006 only 11% was uncovered by auditors, we may be able to conclude 

that either no important training programs are in place in public accounting firms for fraud 

prevention/detection and ethical values or their programs are not effective.          
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