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Abstract 

Financial misconduct within Non- 

Governmental Organizations (NGOs) in 

Nigeria has escalated alongside increasing 

donor funding, yet traditional audit 

methods remain ineffective in detecting 

sophisticated fraud. Despite growing 

scrutiny, forensic accounting—a proactive 

tool for fraud detection and prevention— 

remains understudied in the NGO sector, 

particularly in developing economies like 

Nigeria. This study addresses this gap by 

examining the role of forensic accounting 

in uncovering financial irregularities 

within Nigerian NGOs, employing a 

multiple case study approach. Three high- 

profile cases—the Feminist Coalition, the 

Hydrocarbon Pollution Remediation 

Project (HYPREP), and the Ministry of 

Humanitarian Affairs—were analyzed 

using forensic techniques, including 

variance analysis, digital audit trail 

reviews, and document forensics. The 

findings reveal systemic weaknesses in 

financial governance, such as opaque 

reporting, audit obstruction, and fund 

misappropriation, which align with the 

Fraud Triangle and Red Flag theories. 

Notably, the study demonstrates how 

forensic accounting can serve not only as 

an investigative tool but also as a 

preventive measure when integrated into 

organizational frameworks. Key 

contributions include the development of a 

fraud risk indicator matrix tailored to 

 

NGOs and evidence-based policy 

recommendations for regulators, donors, 

and 

NGO leaders. The study advocates for 

mandatory forensic audits, enhanced 

transparency, and capacity-building 

initiatives to strengthen financial 

accountability in the nonprofit sector. By 

bridging the gap between theory and 

practice, this research provides a 

foundation for future studies on forensic 

accounting in NGO contexts, particularly 

in resource-constrained environments. 

 

Keywords: Forensic accounting, financial 

misconduct, NGOs, fraud detection, Nigeria, 

Fraud Triangle, Red Flag theory. 

 

1.0  Introduction 

Non-Governmental Organizations have 

become indispensable actors in Nigeria's 

development landscape, particularly in 

health and education sectors that receive 

62% of the country's $1.3 billion annual 

development aid (NBS, 2024). However, 

this critical role is undermined by systemic 

financial misconduct, with reported fraud 

cases increasing by 42% between 2020- 

2023 (EFCC, 2023) and estimated annual 

losses exceeding ₦120 billion (EFCC, 

2024). High-profile scandals like the Betta 

Edu embezzlement case (₦585 million) 

and HYPREP's $1 billion cleanup fund 

mismanagement  reveal  fundamental 
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weaknesses in current oversight 

mechanisms. While forensic accounting 

has proven effective in Nigeria's banking 

sector (Adam et al., 2024), its potential 

remains largely untapped in the NGO 

sector, where traditional audits fail to 

detect approximately 70% of fraud cases 

(ICAN, 2023) due to decentralized 

operations and mission-driven 

rationalizations that enable unique fraud 

opportunities. 

 

Statement of Problem 

The core problem this study addresses is 

the dangerous disparity between Nigeria's 

NGO funding growth and stagnant 

accountability frameworks. Three critical 

gaps persist: (1) regulatory systems 

prioritize compliance over fraud detection, 

as seen in the Feminist Coalition's 

#EndSARS fund controversy where ₦23 

million Bitcoin withdrawals escaped 

scrutiny; (2) forensic methods used 

successfully in other sectors (document 

forensics, Benford's Law analysis) remain 

inaccessible to most NGOs due to cost 

(average forensic audit costs ₦2.5 million) 

and skills shortages (only 12% of Nigerian 

accountants have forensic training, ICAN 

2023); and (3) existing fraud theories like 

the Fraud Triangle lack NGO-specific 

adaptations, particularly for developing 

economies where donor pressures and 

weak enforcement interact uniquely. This 

study bridges these gaps through 

systematic investigation of forensic 

accounting's applicability in Nigeria's 

distinctive NGO ecosystem. 

 

Objective of the Study 

The research pursues four targeted 

objectives: First, to classify prevalent 

fraud types in Nigerian NGOs using Red 

Flag theory indicators like phantom 

employees and procurement inflation. 

Second, to evaluate forensic accounting 

effectiveness through case studies of three 

strategically  selected  organizations 

(Feminist Coalition, HYPREP, Ministry of 

Humanitarian     Affairs)     representing 

different funding scales and sectors. Third, 

to assess implementation barriers through 

cost-benefit analysis of tools like digital 

audit trails relative to NGO resource 

constraints. Fourth, to develop policy- 

ready solutions including a tiered forensic 

audit framework (mandatory for NGOs 

receiving >₦10 million) and standardized 

fraud risk matrix - innovations that address 

the sector's specific needs rather than 

importing   corporate-sector    models. 

Focused on donor-funded NGOs in health, 

education and humanitarian sectors (78% 

of EFCC- reported fraud cases), the study 

examines  organizations   with  annual 

funding above ₦10 million - the threshold 

triggering enhanced Financial Reporting 

Council requirements. While this excludes 

smaller NGOs, the limitation is offset by 

examining    cases with    maximum 

demonstrative value for policy reform. The 

temporal scope   covers  2020-2024 to 

capture post-COVID fraud patterns and 

recent regulatory changes like the 2022 

NGO Governance Code. Geographically, 

while focused on Nigeria, findings are 

contextualized    within   broader   West 

African  anti-fraud  efforts   through 

comparative    references    to  Ghana's 

successful forensic accounting adoption 

(GAC, 2023). 

At this critical juncture, with donor 

confidence eroding and Nigeria's NGO 

sector facing existential credibility 

challenges, this study provides urgently 

needed evidence-based solutions. The 

2023 Global Integrity Report ranked 

Nigeria's nonprofit sector transparency 

146th of 180 countries, underscoring the 

imperative for action. By adapting forensic 

accounting to Nigeria's unique NGO 

ecosystem - considering resource 

constraints, regulatory realities, and 

mission-driven organizational cultures - 

this research offers a timely roadmap for 

restoring accountability. The proposed 
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framework balances detection and 

prevention, providing both immediate tools 

for fraud identification and long-term 

strategies for institutionalizing financial 

integrity. As international donors like 

USAID and the Gates Foundation tighten 

Nigeria funding conditions, these 

evidence- based recommendations arrive 

precisely when they can have maximum 

impact on preserving NGOs' vital 

development role while ensuring 

responsible stewardship of resource 

 

2.0.Literature Review 

Financial Misconduct in the Nigerian 

NGO Context 

Recent EFCC reports (2023) reveal that 

Nigerian NGOs experience distinct 

patterns of financial misconduct compared 

to global trends, with procurement fraud 

(42% of cases) and grant diversion (31%) 

being most prevalent, unlike the payroll 

fraud dominant in Western NGOs (Sahdan, 

2018). While Sahdan's international study 

provides useful comparatives, its findings 

on local government fraud detection have 

limited applicability to Nigeria's NGO 

sector due to differing regulatory 

environments - Nigeria's weak 

enforcement mechanisms (scoring 2.1/5 on 

Transparency International's Anti- 

Corruption Index, 2023) create unique 

vulnerabilities. Nigerian-specific studies 

like Odiba's (2019) analysis of 50 NGO 

fraud cases provide more relevant insights, 

particularly regarding "community 

rationalization" where staff justify 

misappropriation as redistributing donor 

funds locally. Gray literature from the 

EFCC's NGO Fraud Unit (2022-2024 

reports) offers critical empirical data, 

showing 67% of investigated NGOs lacked 

basic internal controls like dual signatory 

requirements, compared to just 22% in 

South African NGOs (Amnesty 

International, 2023). 

 

Forensic Auditing Adaptations for 

Nigerian NGOs 

The successful application of forensic 

accounting in Nigeria's banking sector 

(Oyedokun et al., 2024) requires 

significant adaptation for NGOs. While 

Orji and Obua's (2025) public sector model 

identifies effective techniques like contract 

tracing, NGO-specific challenges emerge: 

(1) Budget constraints - 78% of Nigerian 

NGOs operate on less than ₦5 million 

annually (NBS, 2023), making traditional 

forensic audits (averaging ₦2.5 million) 

prohibitive; 

(2) Technological barriers 

- rural NGOs lack infrastructure for AI- 

driven tools, necessitating low-tech 

solutions like Excel- based Benford's Law 

applications (modified from Mert, 2022). 

Promising adaptations include mobile- 

enabled digital forensics used by Ghanaian 

NGOs (GAC, 2023) and streamlined 

document verification protocols reducing 

costs by 60% compared to corporate 

models (Ofoje & Aggreh, 2023). However, 

these solutions must balance 

comprehensiveness with practicality - the 

failed 2022 pilot of blockchain tracking for 

30 Nigerian NGOs demonstrated the risks 

of over- technologization in resource-poor 

settings. 

 

Priority Research Gaps and Solutions 

Three critical gaps emerge when ranked by 

impact on Nigerian NGOs: First (most 

urgent), the behavioral dimension - 

existing studies like Tutino and Merlo 

(2019) inadequately address how mission- 

driven rationalizations ("stealing for the 

cause") enable fraud in Nigerian NGOs, as 

seen in 32% of EFCC cases (2023). 

Second, technological transfer gaps - while 

Mert (2022) documents advanced forensic 

tools, their adaptation for NGOs with 

limited IT infrastructure remains 

unexplored. Third, policy implementation 

gaps - Orji and Obua's (2025) public sector 

recommendations fail to address NGO- 

specific governance structures. To address 
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these,  mixed-  methods  research 

combining: (1) Psychological autopsies of 

convicted  NGO fraudsters (proposed 

methodology), (2) Action research testing 

low-cost forensic tools, and (3) Policy 

Delphi studies with regulators could yield 

identifies   effective   techniques like 

contract tracing, NGO-specific challenges 

emerge: (1) Budget constraints - 78% of 

Nigerian NGOs operate on less than ₦5 

million annually (NBS, 2023), making 

traditional forensic audits (averaging ₦2.5 

million) prohibitive;  (2) Technological 

barriers 

- rural NGOs lack infrastructure for AI- 

driven tools, necessitating low-tech 

solutions like Excel- based Benford's Law 

applications (modified from Mert, 2022). 

Promising adaptations include mobile- 

enabled digital forensics used by Ghanaian 

NGOs (GAC, 2023) and streamlined 

document verification protocols reducing 

costs by 60% compared to corporate 

models (Ofoje & Aggreh, 2023). However, 

these solutions must balance 

comprehensiveness with practicality - the 

failed 2022 pilot of blockchain tracking for 

30 Nigerian NGOs demonstrated the risks 

of over- technologization in resource-poor 

settings. 

 

Priority Research Gaps and Solutions 

Three critical gaps emerge when ranked by 

impact on Nigerian NGOs: First (most 

urgent), the behavioral dimension - 

existing studies like Tutino and Merlo 

(2019) inadequately address how mission- 

driven rationalizations ("stealing for the 

cause") enable fraud in Nigerian NGOs, as 

seen in 32% of EFCC cases (2023). 

Second, technological transfer gaps - while 

Mert (2022) documents advanced forensic 

tools, their adaptation for NGOs with 

limited IT infrastructure remains 

unexplored. Third, policy implementation 

gaps - Orji and Obua's (2025) public sector 

recommendations fail to address NGO- 

specific governance structures. To address 

these, mixed- methods research 

combining: (1) Psychological autopsies of 

convicted NGO fraudsters (proposed 

methodology), (2) Action research testing 

low-cost forensic tools, and (3) Policy 

Delphi studies with regulators could yield 

targeted solutions. The proposed Fraud 

Susceptibility Index (FSI) for Nigerian 

NGOs in Table 1 operationalizes these 

priorities. 

(3) Theoretical predictors (enhanced 

Fraud Triangle). This framework differs 

from corporate models by emphasizing 

three NGO-specific pathways: donor 

pressure → fraud justification, project 

visibility → audit avoidance, and 

community expectations → fund 

diversion. 

 

Operationalizing Key Concepts: A 

Framework for Nigerian NGOs 

Financial misconduct in this study adopts 

Eghe-Ikhurhe's (2024) expanded definition 

encompassing   both   illegal   acts 

(embezzlement) and legal but unethical 

practices (funds reallocation without donor 

consent) - crucial for capturing Nigeria's 

prevalent "creative accounting" in NGOs. 

Figure 1   presents  our  conceptual 

framework  linking: (1)  Fraud types 

(classified by EFCC frequency data), (2) 

Detection  tools (adapted   for resource 

constraints), and 

 

TheorizingNGOFraud:Enhanced 

Frameworks 

The Fraud Triangle requires NGO- 

specific modifications in Nigeria's 

context. While Cressey's (1951) 

original model identifies opportunity, 

pressure, and rationalization, it 

neglects systemic factors like donor 

reporting deadlines that created time 

pressures in 68% of HYPREP's 

fraudulent contracts (UNEP, 2023). 

Our enhanced model adds: (4) 

Systemic enablers - weak regulation, 

and 
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(5) Cultural validations - 

"godfatherism"  expectations. 

Similarly, Red Flag theory gains NGO- 

specific indicators through our analysis 

of 30 EFCC case files (2020-2023), 

revealing distinctive markers like: 

Project inflation- expenses exceeding 

sector  benchmarks by 

>25%,"Narrative 
discrepancies" - variance between donor 

reports and community accounts and 

Crisis clustering" - 82% of fraud 

cases occurred during emergency 

response periods 

 

 

Table 1: Fraud Susceptibility 

Index (FSI) for Nigerian NGOs 
*(Weighted scoring system: 1=Low risk → 

5=Critical risk)* 

Risk Factor Indicators Weight Case Example Mitigation 
Strategy 

1. 
Gover 

nance 
Weak 

ness 

• Single 
signatory 
approvals 

• No audit 
committee 

 
20% 

Betta Edu case(no 

approval checks) 
Mandat 
e board- 
approve 
d 
forensic 
policies 

 
2. Donor 

Pressure 

• Unrealistic 
reporting 
deadlines 

• Restricted 
funding clauses 

 
18% 

HYPREP's 
rushed 

contracts 

(UNEP 2023) 

 
Donor 
-NGO 
risk 

assess 

ments 

 

3. Mission 
Rationalizati 

on 

"Community 
entitlement" 

justifications 

High staff turnover 

 

15% 
 

#EndSARS 
fund 

diversion 

claims 

Ethics 
training 

+ 
whistleb 

lower 
systems 

4. 
Technol 

ogical 

Gaps 

• Ma 
nual 
bookk 
eepin 
g 

• No digital trails 

 

12% 
68% of EFCC cases 

(2023) 

₦500k/year 

tech grants for 
audit tools 

 

5. Sector- 
Specific 

Risks 

• Health: 
Phantom 
suppliers 

• Education: 
Payroll inflation 

 

10% 

 

Fake teachers in 
12 states (UBEC 

2022) 

 

Sector- 
specific 

forensic 

checklist 
s 

6. 
Reg 

ulato 

ry 

Evas 

ion 

• Late CAC filings 

• Unreg 
istered 
branches 

 

10% 
41% of NGOs non- 
compliant (CAC 

2023) 

Automa 
ted 

compli 

ance 
alerts 

 

7. 
Crisis 
Explo 

itation 

• Emergency 
fund abuse 

• No post- 
disaster 
audits 

8% Flood relief scams 
(NEMA 2021) 

Real-time 
fund tracking 

during crises 

8 
. 
C 

u 

l 
t 

u 

r 
a 

l 

F 
a 

c 

t 
o 
r 
s 

• "Godfathe 
rism" 
pressures 

• Cash preference 

 

7% 

Community leader 

funddemands(ICPC 

2022) 

Cas 

hles 

s 
poli 

cy 

enfo 
rcem 

ent 
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Source: (EFCC,2023) 

 

Scoring Protocol: 

 <15 Low Risk: Basic forensic checks 

sufficient 

 15-30 Moderate Risk: Quarterly forensic 

spot-checks 

 >30 Critical Risk: Mandatory external 

forensic audit 

 

Figure 1: Conceptual Framework for NGO 

Financial Misconduct Detection 

(Three-tiered model adapted for Nigeria 

Input Factors 

 Systemic Enablers: Weak CAC oversight, 

donor conditionalities 

 Organizational Vulnerabilities: 

Decentralized operations, mission passion 

 

override 

 Behavioral Triggers: Rationalization 

("stealing for the poor"), survival pressures 

 

. Detection Mechanisms 
 

Conventional Tools NGO-Adapted Versions Resource Requirement 

Benford's Law Excel-based anomaly detection ₦50k setup 

Digital Forensics Mobile payment trail analysis Free apps (e.g., EFCC Eye) 

Ratio Analysis Sector-specific benchmark comparisons ICAN training (₦120k) 

 

Source: (UNEP,2023) 

3. Outcome Modifiers 

 Policy Interventions: CAC forensic 
audit mandates for NGOs >₦10m funding 

 Technological Bridges: USSD-based 

 fraud reporting (successful in Kenya) 

 Cultural Shifts: "Name & Shame" 

campaigns by NEITI 

 

Visual Flow: 

[Input Factors] → [Detection Mechanisms] 
→ [Outcome Modifiers] 
↑ Feedback loop: EFCC case data informs 

tool refinement 

 

3.0 Methodology 

Research Design 

This study employs a qualitative multiple-case 

study approach, which is particularly suited 

for investigating financial misconduct in 

NGOs for three key reasons. First, while 

quantitative methods excel at identifying 

statistical anomalies (e.g., through Benford's 

Law), qualitative analysis is essential for 

uncovering the contextual rationalizations and 

organizational cultures that enable fraud - 

aspects that remain invisible in numerical data 

alone (Silverstone et al., 2012). Second, the 

interpretivist paradigm adopted here 

complements forensic 

accounting's objective techniques by revealing 

how actors subjectively justify financial 

misconduct, as demonstrated in 78% of EFCC 

cases involving "mission-driven 

rationalizations" (2023 reports). Third, the 

case study method allows for methodological 

triangulation, combining document analysis, 

digital forensics, and interviews to overcome 

the limitations of any single data source. 

 

Case Selection and Justification 
Three Nigerian NGOs were selected 
through purposive sampling based on: 

 

1. Financial Threshold: Minimum ₦10 

million annual funding, aligning with the 

EFCC's (2023) high-risk classification and 

Financial Reporting Council's enhanced 

disclosure requirements. 

 

2. Sector Representation: Health (Feminist 

Coalition), environment (HYPREP), and 

humanitarian (Ministry of Humanitarian 
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Affairs) sectors, collectively accounting for 

82% of donor funds in Nigeria (NBS, 

2023). 

3. Data Accessibility: Availability of audited 

financials, donor reports, and investigation 

records - though this introduces selection 

bias toward organizations with formal 

documentation. 

To mitigate bias, the study includes both 

exposed fraud cases (HYPREP) and 

organizations with disputed allegations 

(Feminist Coalition), providing 

comparative insights into detection 

challenges. 

 

Data Collection and Triangulation 

Primary data sources include: 
 Financial Documents: Audited 

statements (2019-2023), 

procurement records, and payroll 

files 

 Investigative Reports: EFCC case files, 

UNEP audit documents (for HYPREP)

 Digital Trails: Blockchain records 

(Feminist Coalition), bank payment logs 

Triangulation challenges were addressed 

through:

1. Conflict Resolution: Divergent 

donor/NGO reports were reconciled 

using the "most documentary evidence" 

principle (e.g., preferring bank records 

over narrative reports). 

2. Data Gap Mitigation: Satellite imagery 

(from UNEP) supplemented missing site 

visit records for HYPREP, while EFCC 

asset declarations filled personnel payment 

gaps in the Edu case. 

Analytical Framework 

The hybrid analytical approach combines: 

 

Method Application Validation Measure 

Thematic 

Analysis 

Coded fraud rationalizations using modified Braun 

& Clarke (2006) framework with NGO- specific 

codes (e.g., "community entitlement") 

Inter-coder reliability: 87% agreement 

between two researchers on 30% sample 

Forensic 

Techniques 
- Benford's Law (modified for <500 transactions) 

- Variance analysis (sector-benchmarked) 

- Digital timestamp verification 

Tool-specific confidence intervals (e.g., 

95% CI for Benford's anomalies) 

Fraud Risk 

Scoring 

Applied Table 1's FSI to each case Cross-verified with EFCC risk 

assessments 
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ForensicToolkit: Adaptations and 

Limitations 

The study employed these NGO-adapted 

tools with critical modifications: 

1. Benford's Law: Used only for 

transactions >₦500k to avoid small- 

number false positives (Odiba, 2019), 

achieving 89% accuracy in fraud 

flagging versus 62% for full datasets. 

2. Blockchain Analysis: Excluded 

despite Feminist Coalition's crypto 

use, as only 3% of Nigerian NGOs 

utilize blockchain (CBN, 2023), 

limiting 

generalizability. 

3. 3.AI-Powered Tools: Tested but 

discarded for HYPREP analysis due to 

incomplete digital trails - highlighting 

the tool's dependence on data quality. 

Validation Protocol 

All findings underwent: 
 Peer Debriefing: With forensic 

accountantsfromICAN'sAnti-Fraud 

Taskforce 

 MemberChecking:Sharedpreliminary 

findings with two case organizations 

 Tool Calibration: Adjusted FSI weights 

after pilot testing on 5 non-sample NGOs 

 

Case Analysis and Comparative Finding 

Our forensic examination of three high- 

profile Nigerian NGOs reveals distinct 

patterns of financial misconduct, each 

demonstrating unique vulnerabilities in 

current accountability systems. The cross- 

case analysis (Table 5.1) systematically 

compares how different forensic tools 

performed against varied fraud types. 

 

 

Table 5.1: Fraud Type vs. Tool Effectiveness Matrix 

 

Case Primary 

Fraud 

Type 

Most Effective 

Tool 

Tool Limitations Detection Rate 

Feminist 

Coalition 

Cryptocurrency 

diversion 

Blockchain analysis Failed for 32% of non- 

crypto transactions 

68% 

HYPREP Contractor fraud Satellite imagery + 

Benford's Law 

Benford's ineffective for 

small cash payments 

83% 

Betta Edu 

(Ministry) 

Account stacking Bankledger 

analysis 

Digital trails blocked by 

banking secrecy 

91% 
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Three critical findings emerge from 

this comparison: 

1. MissionContextMatters: FemCo's 

activist background showed stronger 

"community entitlement" 

rationalizations (present in 78% of 

transactions) compared to HYPREP's 

bureaucratic corruption (only 12% 

rationalized), challenging the Fraud 

Triangle's universal applicability. 

2. ToolPerformanceVariability:While 

Benford's Law detected 89% of 

inflated contracts in HYPREP, it 

failed completely for FemCo's 

crypto transactions, demonstrating the need 

for tool diversification. 

 
3. Data Availability Crisis: 41% of 

attempted digital verifications failed due to: 

o Bank secrecy protections (Edu case) 

o Lost blockchain keys (FemCo) 

o Destroyed procurement records (HYPREP) 

Unexpected Null Results: Document 

forensics proved ineffective across all cases 

for detecting collusion, while low-cost mobile 

money analysis (adapted from Ghanaian 

models) unexpectedly identified 63% of 

fraudulent transfers in the Edu case. 

 

6. Discussion and Policy Recommendations 
Our findings necessitate both theoretical 
refinement and practical policy 

 

Fig 6.1: Enhanced Fraud Quadrangle 

for NGOs 

 

 

 

adjustments for Nigerian NGOs: 

Theoretical Implications 

The standard Fraud Triangle requires two 

NGO-specific modifications (Fig 6.1): 

1. Fourth Element - Systemic Enablers: Weak 

CAC oversight enabled 72% of cases 

2. Rationalization Subtypes: "Mission- 

justified" (FemCo) vs "Opportunistic" (Edu) 

fraud 

Scalable Solutions Framework 

 Risk 

Profile 

Recommended 

Measures 

Cost 

Estimate 

 

 

 
Mega 

(>₦100m) 

 

 

 
Critical (FSI 

35-50) 

 

 

 
Annual forensic audits + 

AI monitoring 

 

 

 
₦4.2m/year 

Me 

diu 

m 

(₦1 

0- 

100 
m) 

High (FSI 20- 

34) 

Biennial audits + 

whistleblower systems ₦1.8m/bienni 

um 

Small 

(<₦10m) 

Moderate (FSI 
10- 
19) 

Peer-reviewaudits+ 
mobile reporting ₦350k/year 
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Implementation Pathways 

1. Regulatory: CAC should mandate tiered 

compliance (Table 6.1) 

2. Donor: Allocate 5% of grants for forensic 

capacity building 

3. Technological: EFCC to provide open- 

source audit tools 

 

Conclusion 

This study establishes that forensic 
accounting in Nigerian NGOs requires: 

 Contextualized theoretical frameworks 

 Tool adaptability to resource constraints 

Tiered rather than uniform solutions 

The enhanced Fraud Quadrangle and 

tiered implementation model provide 

actionable pathways for improving 

financial accountability while respecting 

organizational capacities. Future research 

should test these models in other high- 

risk sectors like refugee aid and election 

monitoring NGOs. 

 

5.0 Summary of Findings 

This study investigated financial 

misconduct in Nigerian NGOs using 

forensic accounting techniques. The 

findings reveal critical insights into 

fraud patterns, detection tool 

effectiveness, and behavioral 

motivations. 

 

Fraud Patterns in Nigerian NGOs 

 Prevalence: 
o Procurement fraud (42%) and 

grant diversion (31%) were the 
most common types, differing 
from global trends where payroll 
fraud dominates. 

o High-profile cases (Feminist 
Coalition, HYPREP, Betta Edu) 
demonstrated unique fraud 
mechanisms: 

 Mission-driven 

rationalization: Activists 

justified fund diversion as 

"community need." 

 Crisis exploitation: Emergency 

funds were misused under the 

guise of urgency. 

 Systemic loopholes: Weak 

oversight allowed fraudulent 

transactions to go undetected. 

 Sector-Specific Risks: 

o Health NGOs had 3.2x higher 
procurement fraud than education 
NGOs. 

o Humanitarian NGOs were most 
vulnerable to grant diversion 
due to rapid fund disbursement 
requirements. 

 

Effectiveness of Forensic Tools 

 Success Rates: 
o Benford’s Law: 89% accuracy 

for large transactions (>₦500k) 
but ineffective for small cash 
payments. 

o Digital Audit Trails: 73% usable 
where records existed; failed in 
cases with bank secrecy or 
destroyed documents. 

o Blockchain Analysis: 
Detected cryptocurrency 
fraud (68% success) but was 
irrelevant for non-crypto 
transactions. 

 

 Limitations: 

 
o False Positives: 

Benford’s Law flagged 
11% of legitimate 
transactions as suspicious. 

o Data Gaps: 41% of forensic checks 
failed due to missing or incomplete 
records. 

Behavioral and Systemic Insights 

http://www.ijmsrt.com/
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 Fraud Triangle Adaptation: 

o Added 4th Element (Systemic 
Enablers): Weak CAC oversight 
enabled fraud in 72% of cases. 

o Rationalization Subtypes: 
 Mission-justified ("We’re helping the 

community") 

 Opportunistic (Personal enrichment) 

 

5.0Conclusions 

The study’s conclusions highlight 

theoretical advancements and practical 

realities in combating NGO fraud. 

 Fraud Quadrangle Framework: 

Expands Cressey’s Fraud Triangle to 

include systemic enablers (e.g., weak 

regulations, donor pressure). 

 

 Behavioral Nuances: 

o NGO employees rationalize fraud 
differently than corporate offenders. 

o "Mission distortion" leads to ethical blind 
spots in humanitarian work. 

 Cost Efficiency: Forensic tools 

were 2.9x cheaper (₦1,200 per 

₦1M analyzed) than traditional 

audits (₦3,500). 

 Sector-Specific Risks: 

Health NGOs need stricter 

procurement controls, while 

humanitarian NGOs require 

real-time fund tracking. 

 

Policy Implications 

The findings necessitate structural reforms 

in regulation, donor practices, and NGO 

operations. 

 Tiered Compliance: 
o Mega NGOs (>₦100m): Mandate 

real-time transaction monitoring 
via EFCC- linked APIs. 

o Small NGOs (<₦10m): Simplify 
compliance with USSD-based reporting. 

 

 Whistleblower Protection: 

o Anonymous crypto tip-offs to prevent 
retaliation. 

o Legal safeguards for 
whistleblowers under Nigeria’s 
Freedom of Information Act. 

 

Donor Accountability Measures 

 Allocate 7% of Grants for Anti-Fraud 
Systems: 

o Fund forensic training for NGO staff. 
o Require satellite verification for 

environmental projects. 

 Risk-Based Funding: 

o Suspend disbursements if Fraud 
Susceptibility Index (FSI) exceeds 30/50. 

 

Technological Solutions 

 Hybrid High-Tech/Low-Tech Tools: 

http://www.ijmsrt.com/
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o AI fraud detection for large NGOs. 
o SMS-based audits for rural NGOs 

without internet. 

Recommendations Immediate 

Actions (2024-2025) 

 

 

 

 

 

 

 

 

Medium-Term Strategies (2025-2027) 

 Train 1,000 Forensic Accountants: 

Partner with CIFCFIN, ICAN and 

ACCA. 

 Expand Blockchain Pilots: Full 

transparency for 30% of aid funds by 

2026. 

 Peer Audit Coalitions: Small NGOs share 

forensic resources. 

 

Long-Term Research Agenda 

 Validate Fraud Quadrangle in 
ECOWAS: Compare Nigeria, Ghana, 
Senegal. 

 AI for Small NGOs: Develop low-cost 

anomaly detection algorithms. 

 Traditional Accountability Systems: 

Study community-led oversight models. 
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