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ABSTRACT

Fraud, in its evolving digital forms, poses an immense challenge to glob-
al financial stability. This chapter explores how artificial intelligence,
particularly machine learning, is reshaping the way fraud is detected
and prevented across international financial systems. By tracing the shift
from traditional rule-based approaches to dynamic, data-driven methods,
the authors examine the integration of Al tools within diverse accounting
frameworks. The chapter also navigates the ethical and legal complexities
surrounding algorithmic oversight and cross-border data governance. In
doing so, it presents a critical look at both the promise and peril of rely-
ing on intelligent systems in a domain as sensitive as financial integrity.
Ultimately, this work advocates for abalanced, collaborative future—where
innovation in fraud detection is met with global regulatory alignment and
a firm commitment to transparency.
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INTRODUCTION

Fraud, much like a virus, adapts to its environment. It mutates in re-
sponse to scrutiny, evolves past regulations, and exploits gaps in oversight
wherever it finds them. In today’s hyper-connected global economy—where
billions of transactions occur daily across digital platforms, jurisdictions,
and currencies—the mechanisms of fraud have grown more elusive, more
sophisticated, and, ultimately, more dangerous. And despite decades
of reform, compliance upgrades, and whistleblower protections, fraud
continues to siphon off trillions of dollars annually from institutions,
governments, and citizens alike. What we are witnessing is not merely
the persistence of an old enemy—it is the emergence of fraud as a shape-
shifting, data-driven adversary, requiring tools of a similarly adaptive
kind. This is where artificial intelligence enters the frame, not as a silver
bullet, but as an evolving ally.

Artificial intelligence (Al), and particularly its subset of machine learn-
ing (ML), is not new to the financial sector (Mahalakshmi et al, 2022).
Algorithms have long powered credit scoring, algorithmic trading, and
automated customer service. Yet only recently have we begun to grasp the
potential of Al to detect fraud not just after the fact, but in real time—and
in many cases, before it unfolds. At its best, Al can parse through oceans
of data at speeds that outmatch human capability, identify hidden patterns
invisible to the naked eye, and “learn” from each incident it encounters
(Valavanidis, 2023). But deploying Al in the realm of fraud detection—
especially across international systems—is not without its challenges.
The path forward is riddled with complexities, ranging from inconsistent
regulatory standards and ethical ambiguities to data privacy concerns and
the risk of algorithmic bias.

This chapter begins with a contextual grounding in the scale and scope
of fraud, particularly in transnational contexts. It then explores the transi-
tion from conventional fraud detection techniques—Ilargely rule-based and
reactive—to dynamic, Al-powered systems capable of self-improvement.
We will delve into the technical underpinnings of these systems, such as
anomaly detection, neural networks, and behavioral analytics, and examine
case studies where Al tools have either succeeded or failed in the fight
against financial misconduct. The chapter also interrogates the ethical
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