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The effects of relationship among business group companies on financial
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This study aims to apply the mathematical theory of Benford®s law to measure
errors in the financial statements of Japanese firms and to clarify the factors that affect them.
Specifically, the financial statement error is defined as the distance between the theoretical value
indicated by Benford"s Law and the actual frequency of figures on financial statements. A long-term

analysis of over 30 years reveals that while Japanese firms prepare their financial statements
according to Benford®"s Law, those also include some errors. Further analyses show that errors in
financial statements are affected by the firm"s size, profitability, and control structure. Finally,
the errors in financial statements tended to change around the reform of the accounting system in
the 2000s.
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Kossovsky, A. E. 2014. Benford’ s law: Theory, the general law of relative quantities,
and forensic fraud detection applications. World Scientific. Singapore.
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