22 Journal of Securities Exchange

Securles & Swchanga Organizaton ik |
Roasarch Daveloponst  lani Suds RO ) W15

! LA i)

b o MRIGLEVS

Securities & Exchange Organization, Research, Development & Islamic Studies (RDIS)
Quarterly Journal of Securities Exchange, 2026, V.., No.., pp..

Developing a Paradigmatic Model of Forensic
Accounting with a Fraud Risk Management
Approach: Linking the Judicial System and the

Capital Market!
Nasim Lotfi2, Saeid Jabarzadeh Kangarlouei®, Jamal Bahri Sales®,
Asgar Pak maram®

Received Date: 5 February 2026 ~ Revised Date: 11 July 2026

Research Paper

Accepted Date: 17 July 2026 Published Date: 25 July 2026

Highlights

A forensic accounting model was developed using grounded theory.

Three key dimensions of forensic accounting were identified.

The proposed framework enhances transparency in capital market transactions.
The model strengthens judicial-capital market interaction.

Strategic requirements for effective fraud risk management were established.

Abstract

Fraud is one of the most significant financial crises that poses a serious
threat to public trust and leads to extensive consequences. The purpose of
this study is to design a paradigmatic model of forensic accounting with a
fraud risk management approach and to explain its role in enhancing
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transparency and improving the efficiency of the judicial system and the
capital market. This study adopted a qualitative research design based on
the grounded theory approach. The statistical population consisted of
officially licensed experts with more than ten years of professional
experience who were selected through purposive sampling. Data were
collected through semi-structured interviews with 20 experts and
analyzed using MAXQDA software. The core category was explained in
three dimensions: the functions and strategic implications in the judicial
and economic systems; professional, specialized, and developmental
requirements; and the institutional structure, international interactions,
and patterns. Considering causal, contextual, and intervening conditions,
strategies were developed and the final research paradigm was presented.
This study provide a suitable basis for the development of forensic
accounting and the strengthening of fraud risk management. The design
and implementation of a comprehensive forensic accounting model can
strengthen fraud risk management and facilitate the linkage between the
judicial system and the capital market through effective supervision and
enhanced transparency of stock market transactions.

Keywords: Forensic Accounting, Fraud Risk Management, Judicial System,

Capital Market.
JEL Classification: G30, G32

Introduction

Financial fraud is a critical challenge facing modern organizations and
economic systems. Beyond causing significant financial losses,
fraudulent activities undermine transparency and erode public trust,
which are fundamental prerequisites for capital market stability. When
financial misconduct increases, investor trust declines, ultimately
weakening market efficiency. Therefore, strengthening mechanisms to
prevent and detect financial fraud is essential. In this regard, with the
increasing complexity of financial fraud and economic crimes, fraud risk
management, as an effective approach for identifying, preventing, and
controlling financial misconduct, plays a significant role in the
development of forensic accounting.

Through strengthening the interaction between the judicial system and
the capital market, forensic accounting can contribute to enhancing
financial transparency, improving the handling of financial cases,
protecting investors ’ rights, and increasing public trust. A major
challenge in fraud risk management is the ineffective use of forensic
accounting. As a specialized interdisciplinary field combining
accounting, auditing, law, and investigative techniques, it plays a crucial
role in analyzing financial irregularities and supporting litigation.
However, its application remains limited in many developing countries
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due to structural barriers, including weak regulatory frameworks and a
shortage of trained professionals. Currently, official experts often act as
forensic accountants in judicial disputes, but their involvement is
typically reactive and slow.

Given the growing complexity of financial transactions, there is a
pressing need to institutionalize forensic accounting and integrate it into
fraud risk management systems. Accordingly, the main objective of this
research is to provide a comprehensive forensic accounting model with a
fraud risk management approach, emphasizing its role within the judicial
system and the capital market.

Methodology

This qualitative, developmental-applied study aims to design a
comprehensive forensic accounting model using the grounded theory
approach. The research adopts an inductive field approach with a
retrospective and cross-sectional time horizon. The statistical population
in the qualitative phase consisted of official experts with at least 10 years
of experience in accounting and risk management.

Participants were selected through purposive and snowball sampling
until theoretical saturation was achieved, resulting in 20 interviews. Data
were collected via semi-structured interviews and analyzed using
grounded theory coding to extract key categories: causal conditions,
contextual conditions, intervening conditions, strategies, and
consequences.

The spatial scope of the research was the Association of Official
Experts, and the temporal scope covered the period from 2024 to 2026.
Qualitative data were processed and coded using MAXQDA software. To
ensure validity and reliability, participant reviews and external expert
reviews by five university faculty members were employed to finalize the
research model.

Results

The findings identified forensic accounting as the core category, which
was explained through three major dimensions. First, the functions and
strategic implications of forensic accounting in the judicial and economic
systems include the following: effectiveness of expert reports in judicial
decision-making; impact on economic integrity; role of forensic
accounting in fraud detection and prevention; necessity of forensic
accounting within the judicial system; and the judicial system's need for
definitive and well-documented opinions provided by forensic
accountants.

Second, the professional, specialized, and developmental requirements
of forensic accounting include: requirements for specialized expertise,
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expertise in legal and civil law; need for professional education and
continuous development; and application of modern technologies and
tools in forensic accounting.

Third, the institutional structure and international interactions and
patterns include: tripartite interaction among forensic accountants, judges,
and lawyers; existence of an independent and specialized forensic
accounting institution; role of forensic accounting in the United States
and other developed countries is essential for integrating forensic
accounting into regulatory and financial systems.

The analysis further demonstrated that specific strategic actions can
facilitate this institutionalization. These strategies include strengthening
legal infrastructures, enhancing cooperation between judicial institutions
and market regulators, improving oversight mechanisms, and adopting
international best practices. The paradigm model indicates that
institutionalizing forensic accounting significantly strengthens the linkage
between the judicial system and the capital market. It improves
transparency, reduces fraud risk, supports judicial fairness, and enhances
investor confidence.

Discussion and Conclusion

The study highlights the strategic and multidimensional role of forensic
accounting in improving the effectiveness of judicial and financial
systems through fraud risk management. The proposed paradigmatic
model demonstrates that forensic accounting is not merely an auditing
technique but an integrated institutional mechanism capable of
establishing a more effective linkage between the judicial system and the
capital market.

Successful — implementation  requires  developing  specialized
competencies,  improving legal infrastructures,  strengthening
interdisciplinary cooperation, and expanding professional training
programs. Furthermore, learning from international best practices can
support the localization. Ultimately, developing forensic accounting as a
preventive approach significantly reduces fraud risk, promotes economic
security, supports sustainable capital market development, and enhances
accountability and public confidence. In this study, Figure 1 presents the
proposed paradigm model:
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Consequences:

- Judicial and governance
implications

- Economic and social
implications

- Structural, professional, and
organizational implications

Figure 1:Paradigm Model

Intervening conditions:

- Structural and institutional
interventionists

- Process and professional
interventionists

- Legal, financial, and ethical
interventionists

v

ﬂtrateg ies:

- Scientific, professional, and
institutional development
strategies

- Strategies to improve the
quality and efficiency of
specialized processes

- Control, deterrent, and
preventive strategies
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Contextual conditions:

- Structural, institutional, and legal

platforms

- Professional, human, and cultural

resources platforms

- Management, control, and
technological platforms

Main focus:

- Functions and strategic
implications of forensic
accounting in the judicial
and economic systems

- Professional, specialized,
and developmental
requirements of forensic
accounting

- Institutional structure,
international interactions,
and patterns

Causal conditions:

- structural and
institutional factors

- Economic and social
factors

- Behavioral and offense-
oriented factors
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