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becomes ubiquitous  –  a simply taken for 
granted part of the background technological 
infrastructure  –  and as with much of digital 
technology at its inception, we can hardly 
imagine what its ultimate impact is likely to be. 

 Of course, impact does not imply benefi t, 
and there are undoubtedly many issues con-
cerning XBRL that need careful attention, such 
as the privacy of easily searchable and commu-
nicable digital data. In the USA in particular, 
there is already great controversy over searches 
conducted by intelligence agencies in the wake 
of 9-11 and it would be ironic indeed, if they 
were to be the most enthusiastic advocates of 
XBRL adoption. 

 Given these developments, it is entirely 
timely and appropriate that this issue of our 
journal is a special issue entirely devoted to 
XBRL. We had a very enthusiastic response to 
the call for papers to this special issue  –  again, 
another indication of the increasing attention 
being paid to XBRL around the world  –  and 
we are fortunate that some of the leading 

practitioners and academic researchers in the 
fi eld have contributed the papers to this issue. 
Moreover, several of the authors joined by 
many other participants took part in the  IJDG  
mini-conference on XBRL that took place on 
18 May 2009 in Thessaloniki, Greece as part of 
the 6th International Conference on Enterprise 
Systems, Accounting and Logistics. 

 This is the fi rst time that any journal any-
where has devoted an entire issue to XBRL and 
your journal will continue to pay close attention 
to one of the most important developments in 
disclosure and governance in our times. To kick 
off the special issue, we are privileged to have a 
guest editorial by Liv Watson, the Vice Chair 
of XBRL International and one of the pioneers 
in the application of technology to disclosure. 
In her editorial she provides telling evidence of 
the dramatic impact that XBRL will have on 
capital markets around the world.       

   Michael       Alles     
    Editor               

 One thing investors should be able to count on 
is that audited fi nancial statements reported to 
public regulatory repositories at least add up, 
but a recent study shows that is not the case. 
In a recent study undertaken by IRIS Business 
Services it was discovered that 209 listed Indian 
companies had discrepancies in their reports 
and that the numbers did not add up. IRIS 
discovered this by converting over 1400 listed 
Indian companies ’  primary fi nancial statement 
into XBRL. It does not really matter whether 

the quantum of discrepancies are material. The 
very fact that there are discrepancies is a serious 
enough matter warranting further examination 
to prevent such occurrences in the future. 

 The errors were discovered in the course of 
creating India ’ s fi rst-ever corporate fundamen-
tals database in XBRL. The project used the 
taxonomy approved recently by the Institute of 
Chartered Accountants as a fi rst step toward full-
fl edged adoption of XBRL in India. It might be 
unfair to simply blame the auditors, as it is the 
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responsibility of company managements to get it 
right, but the fact that this information has gone 
undiscovered for years should raise the questions, 
how accurate is the information reported by 
companies to the marketplace. Although IRIS 
Business Services study declined to name the 
errant companies, they did share the key fi nd-
ings of the study. 

 According to the fi ndings:   

 Sixty per cent of the companies are listed 
on both the NSE and BSE, 1 per cent on 
the NSE alone and the rest on the BSE. 
 In terms of sectoral dispersion, the research 
found that textiles, with 27 companies, 
accounted for the most discrepancies, fol-
lowed by IT (18), Steel (10) and pharma-
ceuticals (9). 
 In terms of geographical dispersion, 
 Maharashtra, with 60 companies accounted 
for the most, followed by Delhi at a distant 
second with 29 companies. Tamil Nadu (22), 
Andhra (22) and Gujarat (19) followed. 
 One hundred and nine companies had errors 
in the balance sheet, 66 in their cash fl ow 
statements, while 34 had errors creeping 
into their Profi t  &  Loss Statements.   

 Investors who risk their hard-earned cash in 
equities need access to timely, relevant and 
accurate fi nancial and business information. For 
the capital markets to operate most effi ciently, 
information about public companies must be 
understandable, accessible, accurate and, most 
importantly, trusted by market participants. In 
the current state of information access, there 
are multiple problems in making this level of 
clarity, accuracy and public trust a reality. 

 One of the biggest roadblocks is that this 
information is provided in many different 
proprietary data formats, making it diffi cult to 
access, integrate and analyze this information in 
a timely, complete and accurate manner. The 
Internet and electronic communication has 
ensured that information is more freely available 
than ever before and that the time it takes to 
deliver that information has sharply decreased. 

•

•

•

•

The key question now is: How reusable and 
accurate is the information? Even when you 
know exactly what you are looking for and 
roughly where to fi nd it, extracting informa-
tion from fi nancial and business reports today 
generally involves a frustrating experience and a 
time-consuming and largely manual effort. The 
biggest problem is that the format and media on 
which fi nancial and business reporting data are 
authored varies widely between paper, html, 
pdf and other human readable forms or propri-
etary electronic formats tied to a specifi c soft-
ware application. Each publishing format has its 
limitations and they can all only be interpreted 
by manual human processing and that is why 
accounting discrepancies like the ones discov-
ered in IRIS ’  study go unnoticed. 

 This study comes at the time when the 
Indian capital marketplace is already being 
questioned about its regulatory oversight. Just 
recently a leading Indian outsourcing company 
Satyam Computer Services publicly announced 
that it had signifi cantly infl ated its earnings and 
assets for years, consequently throwing the 
whole local capital market into turmoil. Many 
observers are now asking whether similar prob-
lems might lie buried elsewhere. 

 The challenges associated with accurate, 
timely fi nancial reporting are apparent from 
the number of other accounting scandals 
uncovered during the past few years. These 
scandals have been widely reported and the 
estimated cost has grown into the billions 
of dollars.  1   Restatements of fi nancial results 
by public companies soared in 2005 as audi-
tors were forced to drill deeper into corpo-
rate accounts, in part because of a sharper 
focus on requirements laid out by the US Sar-
banes – Oxley Act.  2   This brings the attention 
to that a non-technological solution can go 
only so far. This is why the underlying design 
of the XBRL technology specifi cation might 
be the magic wand to bring accurate and 
timely results because it integrates technolo-
gies with the basic accounting framework. 
Using underlying linkbases, XBRL allows every 
item defi ned in a fi nancial statement to carry 
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multiple attributes, including the interrela-
tionship with other elements. This simple, 
yet powerful concept of linkbases allows every 
accounting element to be validated before 
being submitted to a regulator. 

 Of the various linkbases that are part of the 
XBRL framework, the calculation linkbase 
automatically calculates if the numbers are 
added up correctly, and thereby prevent even 
inadvertent errors while preparing and submit-
ting fi nancial statements. The underlying idea 
of a calculation linkbase is simple. The calcula-
tion linkbase defi nes basic calculation validation 
rules (addition / subtraction), which must apply 
for all instances of the taxonomy. For example 
two elements (concepts) A, B can be summed 
up to a third element (concept) C, such that 
C    =    A    +    B. Perhaps, this function of the XBRL 
specifi cation alone is a reason for XBRL as a 
standard to succeed, but whether XBRL will 
actually prevent fraud is not a moot question. 
There are now six different kinds of linkbases 
in the specifi cation. Each has a special purpose, 
but goes beyond the discussion of this study and 

will be explored later in the next phase of the 
study at IRIS Business Services. 

 The academic community is vital to the suc-
cess of XBRL and much research has yet to be 
done before the pros and cons of XBRL are 
identifi ed. But one thing for sure is that XBRL 
will unlock the information from proprietary 
data format and make this important informa-
tion available in a timely reusable information 
standard, and hopefully bring trust back to 
capital markets.      
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