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ABSTRACT: XBRL (eXtensible Business Reporting Language) is an application of XML
(eXtensible Markup Language) intended for use in digital business reporting. Observers
predict XBRL will provide benefits to firms that adopt it, such as enhancing information
use, facilitating comparability and consistency, and providing technological capability for
near-continuous financial reporting through the Web. However, questions arise regarding
how well the proposed taxonomy for financial statements corresponds to firms’ preferred
reporting practices. We argue that a poor fit may lead to information loss and to subsequent
resistance to use or general adoption of the taxonomy. A lack of fit could therefore negate
anticipated firm or information-user benefits.

To address this issue, we assess how well the year 2000 version, for financial reporting
by commercial and industrial (C&I) firms under U.S. GAAP, accommodates current finan-
cial-reporting practices of public companies. We attempt to match each line item in the 1999
annual financial statements of 67 companies with an XBRL taxonomy “tag,” employing two
measures of the frequency of “special attention” (difficult-to-match) items as indicators of
the quality of “fit” between the taxonomy and firms’ reporting practices. Analyses show a
good fit on average, but also indicate significant differences in the number and proportion of
exceptions across financial statements and industries. In light of these results, we suggest
modifications to the taxonomy and discuss the need for industry-specific taxonomies.

L. INTRODUCTION
BRL (eXtensible Business Reporting Language) is an application of XML (eXtensible Markup
x Language) intended for use in digital business reporting. Hill (2001, 55) describes XML as
“enabling data on the Web or any large network to be readily swapped between any kind of
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device...any kind of application, regardless of what programming language the application was origi-
nally written in.”! To accomplish this task, XML “tags” enclose (delimit) each fact or item of data
generated. The data item and tag together constitute a string of plain text that can be digitally transmit-
ted. XML tags provide enabled software with context information to aid in the interpretation of the data,
with multiple-nested tags providing additional context. XML-consistent tags allow a firm to aggregate
financial-reporting data across its subunits, even if they use incompatible hardware and software, through
the consistent use of identical tags for the same types of data.

Anticipating the value of XML, the AICPA and major international firms are supporting the efforts
of'the XBRL.Org, an international consortium of firms, to develop XBRL. This effort includes develop-
ment of a taxonomy for financial reporting under generally accepted U.S. accounting principles (U.S.
GAAP). That taxonomy is intended to provide a set of XML-consistent tags that identify various items
of financial and nonfinancial information relevant to business decisions. The goal of the developers of
XBRL is to tag (in an XML-based framework) every piece of information relevant to business reporting
and decision making. A taxonomy of such tags would provide a stable, semantically consistent system,
enabling efficient, effective search and reporting of such information, as well as facilitating continuous
monitoring and auditing.

In addition to the task force that is developing a taxonomy for financial reporting under U.S. GAAP,
several other entities are developing taxonomies for different purposes, such as for management reporting
of balanced scorecard information, and for IRS tax filings. The ebXML task force (not affiliated with the
XBRL consortium) is developing a taxonomy for tagging information at the transaction (vs. account) level.
This system is ultimately intended to provide a digital language for continuous monitoring and auditing.

For these benefits to be realized, such taxonomies should sufficiently capture information reflected
in current reporting practices, and so be adopted by the communities they are intended to serve. Other-
wise, the taxonomies will likely be met with resistance, be modified (and thus lose semantic consis-
tency), or be disregarded in favor of other (probably customized) solutions. The goal of this article is to
assess how well the year 2000 version of the XBRL taxonomy for financial reporting by commercial and
industrial (C&I) firms under U.S. GAAP accommodates current financial-reporting practices of public
companies. We argue below that this issue is interesting because lack of fit between the taxonomy and
firms’ preferred reporting practices leads to a loss of information and, potentially, to resistance to the
ultimate adoption of the taxonomy.

In the next section of the paper we provide more background on XBRL. Then we discuss the potential
for loss of information when applying the XBRL taxonomy to firms’ financial reports. In the subsequent
section, we specify the research issues and describe the research methods. We then discuss the sample and
the tagging process in which the taxonomy was applied to sample firms’ financial statements. After de-
scribing some of the difficulties encountered in tagging, we provide results followed by conclusions.

II. BACKGROUND ON XBRL
This section provides an overview of eXtensible Business Reporting Language (XBRL). XBRL is
intended for business reporting both internal and external to a firm. An initial application will be to publish
digital corporate financial statements for external users. According to the XBRL consortiumo tagcorp8dmwpubcle is



















































