
Digits (more commonly known as numbers) have
played a key role in business and have con-
tributed as much to our well being as has the
wheel, fire, and agriculture. Although starting
from a simple place in society, numbers have
grown more and more difficult to assess as com-
pany databases have been growing exponentially
in the 20th and now the 21st century. Such
growth has made fraud that much harder to iden-
tify without sophisticated analytical tools. 

This review discusses one such analytical tool,
entitled Digital Analysis®, or more aptly named,
Digital Analysis Tests and Statistics (DATAS®).
This new audit technology, as used by two Big
Five Firms and numerous Fortune 500 compa-
nies, helps auditors to be more effective and effi-
cient by presenting various high level analysis
along with the ability to "drill down" deeper as
needed. With such a comprehensive tool, fraud is
a usual target for the analysis.

DATAS® is based on the theory that there are
expected frequencies or occurrences of digits in
a list of numbers. This theory, otherwise known
as Benford's Law, was based on the work com-
pleted by Frank Benford, a General Electric

Research Laboratories physicist who conducted
extensive studies on digit frequencies in tabulat-
ed data. Since his death, numerous studies and
papers (over 150) have been written supporting
and lending credibility to this theory, proving it
to be the one true theory of numbers.

But why should forensic accountants care?
Forensic accountants can use this mathematical
principle to perform powerful analytics. It works
by assigning an expected frequency to each num-
ber in a population, and then highlighting for
review any numbers that fall outside of these
expected frequencies. Since it is easily under-
stood, the information can be readily presented
to management. Auditors should also concern
themselves with this analysis as it provides not
only evidence of fraud but also indications of
process inefficiencies and errors.

In short, DATAS® identifies process inefficien-
cies, errors, and fraud by searching for abnormal:

! Digit and number patterns

! Round number occurrences

! Duplications of numbers

291

Journal of Forensic Accounting
1524-5586/Vol. I(2000), pp. 291-296

© 2000 R.T. Edwards, Inc.
Printed in U.S.A.

USING DIGITAL ANALYSIS TO DETECT FRAUD

Review of the DATAS® Statistical Analysis Tool

Richard B. Lanza

Richard B. Lanza, CPA, is Senior Manager of the Program Management Office at the American Institute of
Certified Public Accountants (AICPA), currently working on web, intranet, and application development project
management. He has written numerous articles and a book on audit technology. The author's opinions expressed
in this article are his own and do not necessarily represent policies or positions of the AICPA. Official positions
of the AICPA are determined through certain specific committee procedures, due process, and deliberation.


