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Summary

For efficient exchange of (financial) data, standardisation is of paramount importance. Efficient exchange of (financial) data requires semantic standardisation at a national and international level. Standardisation of both financial data and processes of exchange of data between businesses and government can increase the quality of reporting, reduce the time needed and reduce costs for multiple stakeholders. 

A shift of paradigm from government to private sector can strongly benefit successful implementation of semantic and process standards. Useful standards are linked closely to the existing processes and administration of businesses. Standardisation can enable companies to easily report to multiple organisations, re-using information derived from one administration.

In the Netherlands, a Dutch XBRL-taxonomy will be implemented in the financial reporting chain, thus achieving cross domain standardisation in the field of annual accounting, taxation and economic statistics. The main driver is reducing administrative burdens (the costs of obligatory retrieving and delivering information to government) for companies. A strong political support is not enough to make this project successful. Each member in the financial reporting chain needs to acknowledge and experience the advantages of working with the taxonomy. The Dutch Taxonomy Project stands for timely delivery of the taxonomy and moderates the interests of the members in the chain in both applying the taxonomy and creating the necessary processinfrastructure for exchang of information between government and companies.
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Introduction

Efficient exchange of financial data is important for governments, businesses and citizens. Until now many separate organisations request information unilaterally in separate formats. In many organisations received financial data is retyped manually, with the corresponding inefficiencies and risks of incorrect data entry. This leads to a suboptimal situation from the point of view of governments, regulators, businesses and citizens. To optimise this situation standardisation is a prerequisite. Within the OECD and other organisations the importance of standardisation has been recognized. 

Standardisation can be achieved in several different manners. This report describes the necessity of cross domain standardisation of data for financial reporting using open standards. Cross domain means that the approach must go beyond one type of reporting (e.g. taxes or annual accounting). Cross domain standardisation requires national and international cooperation. The main starting points for such a cooperation are elaborated on. 

Cooperation between government and businesses could strongly enhance the effects of standardisation. The objective of this report is to stimulate cooperation between tax services and other stakeholders in using standards. Furthermore it shows the meaning of standardisation in the field of regulatory reform. The report is therefore presented to the Committee for Regulatory Reform of the Organisation of Economic Co-operation and Development (OECD). 

Chapter 2 describes the origin of governmental information requests and the consequences for businesses and citizens. Chapter 3 discusses the necessity of cross domain standardisation for the efficient execution of reporting obligations by both government and businesses, and the potential of standardisation in the field of regulatory reform. Chapter 4 discusses the potential of a shift of paradigm. In chapter 5 the possibilities are illustrated by means of an existing project. The report concludes with some general recommendations.

1 Governmental information requests

1.1 Administrative burdens

To perform its public tasks governments impose obligations on businesses and citizens to act or refrain from actions and to provide information about these acts. Administrative burdens are the costs for businesses to satisfy these obligations to provide information, that result from legislation.These costs result from the gathering, manipulating, registration, retention and provision of information. 

Tackling the burden of administrative costs on businesses is a key element of the shared agenda set out by the Irish, Dutch, Luxembourg, UK, Austrian and Finnish Presidencies of the European Union in January 2004. In a joint statement they acknowledge that the administrative costs, borne by businesses across the EU, present a significant burden on enterprise and a drag on growth. 

Many of the major administrative burdens originate from the gathering, exchange and processing of financial information.
 In most countries taxation is one of the most important governmental information requests. This follows from the high frequency, the large group of business and citizens that have to return taxes and the potential consequences of untimely or incorrect tax returns for both business and government. Other important financial information requests in many countries are annual accounts and statistics. Sector specific supervision can be the cause of additional information requests.

Many of the major administrative burdens originate from the gathering, exchange and processing of financial information.

1.2 Consequences for businesses and citizens

The imposed obligations have practical consequences for businesses and citizens. They have to gather knowledge, invest time or follow training to perform the duties necessary to fulfill the imposed obligations. In general businesses and citizens have to make substantial costs to comply with the obligations (costs of compliance). 

Because of the specific and technical character of information requests many businesses call in intermediaries to help them out. Many businesses are reluctant to a change of intermediary, as this can be interpreted by suppliers or stockholders as a signal that something is wrong. 

High costs of compliance can form a barrier for start ups to enter the market. High costs of compliance can also raise the price of products. High costs of compliance can be an example of market imperfection, as transaction costs are higher than necessary. 

Besides the financial consequences, the activities necessary to comply with government regulations lead to annoyance for business and citizens. Benefits like instant receipts, faster handling and electronic reminders can be of great importance for businesses. Better control with regard to the status of a request or (aangifte) in the process diminishes the annoyance.

These irritations can hinder the acceptance of the obligation and the level of compliance, they can lead to lower quality of reporting
, and they can frustrate the relationship between government and businesses.

Compliance costs of and annoyance about obligations imposed by government diminish the effectiveness of government policy.

1.3 Possibilities for cost reduction

Several possibilities for cost reduction of businesses and citizens exist. The most important are:

· Deregulation and simplification

· Better dissemination of information

· Standardisation and the use of information technology 

Deregulation and simplification are important issues within the EU and means to achieve the goals set forth in the Lisbon agenda. Not always though it is possible to withdraw or simplify rules . If regulation is unavoidable, rules and terms that are in line with those in other regulations are easier for businesses to comply with. In the Netherlands many similar terms have different meanings within different regulations. Harmonisation of terms and definitions can make compliance easier. In the Netherlands harmonisation of the term ‘wage’ within several acts has been carried out. For harmonisation of definitions it is often necessary to review and change existing legislation, which can be a time consuming process.
 

The availability of easy and usable information about obligations enables businesses to comply more easily. Therefore better dissemination of information can reduce burdens. This information can for example exist of the entry into force of new regulations or information about the way in which business can comply with them most easily.

The third possibility of cost reduction, standardisation and the use of information technology, will be described more in detail in the next chapter. Standardisation has been recognized as an addition to deregulation by the European Union. 

The three possibilities for cost reduction as mentioned above can reinforce each other.

Multiple possibilities for cost reduction exist, including regulatory reform, dissemination of information and standardisation.

2 One market, one language

2.1 Exchange of financial information

Exchange of financial information takes place between businesses, governments and citizens.

Governmental agencies exchange information inter alia to detect money laundering
, tax evasion and criminal activities. Within national governments financial information is exchanged for national budgeting and public accounting to the citizens. 

In most countries businesses are required to publicly account for their financial position by drafting and publishing an annual account. These annual accounts are used by suppliers, shareholders and banks to manage their risks. Within a business the financial data are used to obtain management information or to consolidate in case of participations.

Businesses often use several types of software for different parts of their administration or to consolidate between subsidiary companies. The exchange of data between software can be difficult as data formats can be different. 

Generally speaking different groups (government, business, citizen) have different reasons for exchange of financial information. In the table below a simplified description of potential reasons is depicted. Of course this overview is not exhaustive, but it gives some insight in the motives for exchange of the different groups.

	To

From
	Government
	Business
	Consumer / Citizen

	G
	- Budgeting and budgetary control

- Detecting tax evasion

- Detecting money laundering

- Fighting crime and terrorism
	- Public accounting

- Tax assessment


	- Public accounting

- Tax assessment

	B
	- Tax return

- Supervision (e.g. competition)

- Statistics

- Public accounting
	- Invoicing

- Management information

- Consolidation

- Software change

- Credit risk assessment

- Mergers and acquisitions

- Bankruptcy

- Market analysis
	- Public accounting

- Informing of stockholders 



	C
	- Tax return (income taxes)
	- Credit risk assessment (loans)
	


G = Government, B = Business, C = Consumer / Citizen

To facilitate all this exchange of financial information standardisation of financial data is of paramount importance. Without standardisation the quality, price and speed of information will be suboptimal.

2.2 Standardisation

Efficient exchange of information demands standardisation. In other words: people and software must speak one language. To speak one language it is necessary to agree upon the way terms are spelled (syntax) and the meaning the words have (semantics). If we continue the metaphor of a language, not only syntax is necessary, but also a dictionary to lay down the agreed meaning of terms and the relation between terms.
 Such a dictionary is often called  a ‘taxonomy’, an expression originating from biology. 

Different types of standards can be distinguished. The most important within this context are semantic standards. Semantic standards define the meaning of terms by using references to that meaning.. Other types of standards are for instance transport standards, that are used for transferring messages or security standards for encryption.

Standardisation takes place in many areas and within several national and international organisations. Often a distinction is made between open and closed standards, which are two extremes on a sliding scale. The distinction between an open and a closed standard originates from the legal and organisational requirements of the standardisation organisation. In general an open standard is a standard that is freely available and free to use, and stakeholders can exert influence on its contents.
 A closed standard is often provided at a fee and the influence of stakeholders can be limited.
 

A fair and competitive market demands a level playing field. In the software market often ‘vendor lock-ins’ occur. This means that users cannot make a change because this would imply losing all their previous data, because the new software cannot import the old data. The use of open standards can prevent vendor lock-ins. Open standards make market access for newcomers easier.

Because the design of administrative software requires knowledge of national reporting, the market of administrative software can be very nationally oriented. Besides this limited geographic orientation, the actual use of the administrative software can be limited in scope as well. In the Netherlands for example the market for tax reporting software and accounting software are quite separate. Standardisation of the financial data can lower the barriers for both national and international software suppliers.

Besides standardisation at a technical level, a substantive harmonisation of reporting rules takes place within international organisations. Important example of this harmonisation are the International Financial Reporting Standards (IFRS) for annual reporting and the Intrastat demands within the European Union. 

The drafting of technical standards can take place most effectively in the organisation in which the rules from which the standard originates, are drafted or maintained. This can be a governmental or self regulating body. As (technical) knowledge and resources can be limited, standardisation can require external support.
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Examples of standardisation of financial data are eXtensible Business Reporting Language for Financial Reporting (XBRL FR)
, eXtensible Business Reporting Language General Ledger (XBRL GL) and the Standard Audit File (SAF). A short description of these standards is available in Annex I.

Efficient exchange of (financial) data requires semantic standardisation at a national and international level.

2.3 Advantages

The broad scale use of open semantical standards has (macro)economic advantages.
 As the actual situation differs per stakeholder, different economic advantages are possible. 

For businesses (and citizens) the main advantages are:

· Easier and faster drafting of reports (t<)

· Better integration in business processes

· Better and more innovative software

· More efficient use of data (€ <)

· Better exchange of data (Q>)

· Dispense with paper reporting

· One coherent data model for multiple reporting

· Multilingual options (data can be represented in multiple languages)

In general easier and faster drafting of reports becomes possible when a coherent and mutually used data model is available. Use of well designed standards allows better integration within the existing business processes and thus makes reporting more efficient and enhances transparancy and comparability of data. This has a positive effect on compliance.

For governments and regulators the main advantages are:

· Better internal data models

· Better quality of reports, less recovery contacts necessary (Q >)

· Faster processing (t <)

· More efficient processing (€ <)

· Less contact with separate software suppliers

· Possibilities for process integration (re-use of data)

· Introduction of digital reporting (insofar not yet available)

· One coherent data model for multiple reporting

· Information about potential harmonisation of legislation

Here also, the use of standards improves the qualitiy of reports and the efficiency of business processes. It makes auditing more easy and thus enhances the feasibility of the underlying regulations.

Standardisation of financial data can increase the quality of reporting, reduce the time needed and thus reduce costs for multiple stakeholders.

3 Shift of paradigm

3.1 Business process is key

Traditionally information requirements are set from a governmental point of view. The information needed by governemental bodies to check compliance with various rules, determines the obligation and the manner in which information is transferred. For optimal standardisation a change of paradigm from government to business is necessary. It could strongly enhance the acceptance and use of the standard. 

The challenge is to standardise in a manner that allows compliance with existing regulations and adheres as much as possible to the existing business processes. An important assumption thereby is that business processes are relevant and in principle contain all the information needed. 

If we shift paradigm from government to business, we can find that business administration is the main resource for compliance. The business administration is used for contacts with customers, suppliers, the drafting of annual accounts and the drafting of economic statistics and taxes. In large businesses separate business units may be responsible for different tasks. In small and medium sized businesses often one or two employees, with support of intermediaries, perform all the financial tasks.

As a result of its different business processes the company saves operational and financial data

in its (accounting) system. Examples of processes are sales, production or purchase processes.

The recorded data are primarily used to control the business processes. Secondarily the company uses these data to draft its annual account, declare its taxes and provide statistics. As many, particularly small companies, lack the specific knowledge for external reporting, intermediaries like tax advisors or accountants are used.

Businesses report to multiple stakeholders, both governmental and non-governmental (e.g. bank). In the picture below some of the organisations or persons that request financial information from a business are depicted.
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Some of the data exchange may be even more complex if a business falls within the jurisdiction of multiple countries or if it has (domestic or foreign) subsidiaries. As existing business processes are the starting point, useful standards must be linked closely to these business processes.

Useful standards are linked closely to the existing processes and administration of businesses.

3.2 Cooperate

A second shift of paradigm related to the use of standards involves the role of government in choosing and implementing a standard. Rather than prescribing the preferred standard, government should moderate, stimulate and facilitate the process setting a standard. In our opinion, for succesfull standardisation of financial data, a strong cooperation between relevant stakeholders is desirable.

Furthermore it is important to enlarge the amount of stakeholders involved. so that the profit of standardisation is maximized. This can be reached by not limiting the use of the standard to one domain, but by stimulating cross domain standardisation. Lengthening the chain of stakeholders, both governmental and non-governmental, that profit from the use of the standard, increases the interest of parties in taking part in this chain. 

Cooperation not only at a national, but also at an international level could safeguard the interests of all relevant stakeholders and make acceptance and implementation of the standard easier. 

In this approach even the discovery that data elements differ can provide useful information for better coordination and harmonisation of legislation. At the same time, it leaves room for national interests and specific requirements, while standards are flexible and open to extentions with national specifications.

Although tax systems (or the emphasis within tax systems) can differ, the basic principles and terminology are reasonably universal.
 Taxation on income, goods or consumptions often follows the same principles.
 Therefore standardisation of the terms at an international level seems at least partially possible. 

A combination of efforts could result in international cross domain standardisation. Cross domain standardisation can increase the acceptance of the standard by businesses, citizens, intermediaries and software suppliers.

3.3 Store once, report many

By using cross domain standardisation reporting from one business administration to many stakeholders becomes possible.
 We use the adage ‘store once, use many’, to stress the fact that the business administration is the most logical place for data integration.
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Standardisation enables businesses to easily report to multiple organisations, generating various data from one administration.

4 A proven approach

4.1 Context

The Dutch government intends to reduce the administrative burden for companies by twenty five percent in 2007. The first step was to perform a baseline measurement. From this measurement a total burden of approximately 16.4 billion euro per year resulted. Therefore a total estimated reduction of 4 billion euro per year in 2007 is foreseen, despite of the partial European origin of certain burdens. All Dutch ministries have made proposals for reductions that sum up to the amount aspired.

The Ministry of Justice came up with a substantive proposal in the field of financial reporting. Businesses in the Netherlands are confronted with high costs for financial reporting. These costs result from the time needed for gathering data and drafting obligatory financial reports. The administrative burdens for drafting annual accounts in the Netherlands are estimated at approximately 1.5 billion euro per year. 

The burden for businesses is increased by the fact that they have to report the same information, but in other formats and by other means, for their tax obligations and for statistics. Besides the costly gathering of financial information for businesses, the processing of reported information is expensive for governmental bodies such as the Taxation Office, because of manual retyping of financial data from paper to computer systems or from computer to computer system. 

As from 2005, Dutch companies are obliged to report certain tax declarations electronically to the Taxation Office. For annual accounts and economic statistics an obligation to report electronically does not yet exist. 

Standardisation in the tax area is until now limited and uses closed standards that are domain specific (for instance specific technical standard for tax software). Domain specific solutions for the different information chains lead to suboptimal results as synergy advantages will not be available. Optimisation of these financial information chains requires a standardised data model that is used throughout the information chain.  

To achieve the goal of reducing administrative burdens in the field of financial reporting, the Ministry of Justice sought cooperation with the Ministry of Finance and the Central Bureau of Statistics. Thus, a concept of cross domain standardisation was achieved.

4.2 Dutch Taxonomy Project

The Ministry of Justice and the Ministry of Finance in a joint effort intend to reduce the administrative burden of businesses by using the open standard XBRL (eXtensible Business Reporting Language), to simplify the composing of financial reports and exchange of financial data. The activities should result in a yearly reduction of € 350 million for businesses in the Netherlands as from 2007
.

An important aspect of the project is creating the right environment for this type of innovation, and thereby for a large scale use of the taxonomy. This includes informing and consulting all relevant stakeholders, among which companies, accountants, auditors, intermediaries (and their associations), software suppliers, governmental bodies and ministries. Partnerships are formed between private businesses, for instance software suppliers and intermediaries (private – private). Other partnerships include intensive cooperation between different governmental bodies (public – public). The project is transparent and open to all potential participants. Review of the taxonomy takes place in national and international bodies.

The stakeholders are organized on two levels. Firstly, a so called “chain partner committee” has been instituted, in which the public sector is represented by high officials of the Ministry of Justice (http://www.minjus.nl), the Ministry of Finance (http://www.minfin.nl), the Taxation Office (http://www.belastingdienst.nl), the Chamber of Commerce (http://www.kvk.nl/ ), the Central Bureau of Statistics  (www.cbs.nl) and the Advisory Board for Administrative Burden (http://www.actal.nl). The private sector is represented by high officials of Confederation of Netherlands Industry and Employers (http://www.vno-ncw.nl and http://www.mkb.nl) en Dutch Federation of Accountants (http://www.nivra.nl). On this level the the planning and products of the Dutch Taxonomy Project are being discussed upon. Commitment for implementation will be asked and subsequently given. The members have no direct influence on the activities of the Dutch Taxonomy Project. 

Secondly, on the operational level a taxonomy working group has been instituted. This is an open working group for taxonomy review. At this moment more than a hundred members are reviewing and testing the Dutch taxonomy, mostly by means of an open portal on the Internet. The main purpose is getting awareness and assurance on the quality of the taxonomy.

The Dutch Taxonomy Project is responsible for the architecture of the taxonomy and moderates the process of building it. The govenmental bodies themselves are responsible for the domain taxonomies. Professionals are engaged to perform the necessary work.
An other important aspect is a constant drive to accomplish an authorized and robust taxonomy and a necessary process infrastructure in time and within budget. By delivering the products in time and within budget the Dutch Taxonomy Project shows the stakeholders that reducing the administrative burden by optimizing the reporting chain is an unstoppable process. The stakeholders are triggered to change their business models, because they get the assurance that the preconditions will not be changed over time and therefore the investments are preserved.

The scope of the first version(s) of the Dutch taxonomy includes taxes, annual accounts and statistics. Thus a cross domain standardisation in the area of financial reporting is achieved. At this stage the first versions of the taxonomy are tested by governmental agencies, auditors and software suppliers. Broad scale use of the taxonomy is foreseen in 2007. The use of the Dutch taxonomy will be voluntary. Potential future additions to the taxonomy could include data elements in the field of education, health, banking and agriculture. 

4.3 Implementation

In close cooperation between public and private sector the Dutch taxonomy will be implemented in time. It is recognized that the reduction of administrative burden will change the business opportunities in the financial reporting chain. Financial software will be more interoperable. The quality of financial reports will improve. Intermediaries will spend less hours on putting together financial reports. The services of the intermediary will shift from tailor-made to commodity. The question is: how do we make sure that his rise in efficiency will actually lower the bill of his customer?

An other question is: what is de benefit for the governmental bodies to work closely together and give up the autonomy of their data model?

Lowering the bills

Lowering the bills for financial reporting is the main goal of this project. We need to oversee the chain of interest of partners to accomplish this. Precondition is that the Dutch Taxonomy Project delivers the taxonomy and governmental agencies will accept XBRL-instances. The reporting chain is moderated as follows:

Covenants
The government and intermediaries
 are about to sign covenants. Main issues are:

· Government as well as intermediaries will use the Dutch taxonomy for all financial reporting purposes;

· Government will maintain the standards including the Dutch taxonomy;

· Intermediaries will enable their infrastructure for XBRL taxonomies and will use this infrastructure to exchange data with government.

· If there are efficiency improvements the intermediary will actually lower the bill of the entrepreneur.

In general, the intermediaries are happy to lower the hours spent on generating financial reports (a commodity service nowadays). The use of the Dutch taxonomy opens new business opportunities to serve customers better with added value services. Information in the back office systems of governmental agencies can also help improve the added value services of the intermediary.

Software vendors

A couple of software vendors XBRL-enabled their software already. The rest of the vendors will be asked by the intermediaries to do the same.

Organisations of entrepreneurs

Organisations of entrepreneurs have an increasing interest for the Dutch Taxonomy Project because of the efficiency gains for their members. 

One data model for different governmental bodies

One data model for different governmental bodies creates dependencies and costs to comply back office systems with the “general” data model. The following conditions are necessary to implement a cross domain taxonomy successfully:

· A cross domain goal: in the Netherlands this is the reduction of administrative burdens;

· Political drive in accomplishing the goal in a short period of time;

· An open mind for changing operational processes and changing the law, if necessary;

· Adequate management power in governmental bodies.

4.4 Results

As stated above, the project has delivered a Dutch XBRL-taxonomy with all relevant financial data elements in the area of tax obligations, annual accounting and statistics. For the nearby future further improvement of the taxonomy and the participation of new domains is expected.

The drafting of the taxonomy has strongly improved the internal data models of the administration services involved. For instance the number of data elements of the Dutch Taxation Office was reduced from approximately 180.000 to 1.800. Substantive normalisation of data elements has nearly expelled the need for a separate retrieval of statistic information. The statistic requirements are met by using fiscal data.

The drafting of the data model has also resulted in valuable information about potential regulatory reform. As a spin off project the Dutch accounting principles for small businesses will be harmonised with the fiscal information requirements. This enables firms to use their tax reports to meet with annual accounting obligations, which leads to substantial savings. 

The first draft of the Dutch taxonomy has been tested thoroughly by various parties in the field, in various proofs of concept (PoC’s). These PoC’s did not only involve the gathering, validation and exhange of financial data between businesses and government, but also, for example, between primary schools and the Ministry of Education (accounting for subsidies granted) and between businesses and banks (credit risk management). The PoC’s generated important information for the (vervolmaking) of the taxonomy.

Meanwhile pensionfunds are showing interest in taking part in the taxonomy for their annual accounts, and the Ministry of Health is thinking about a domaintaxonomy to facilitate the annual accounting of hospitals and other health services. 

This is where the road opens to standardisation outside the financial domain, which will increase the profits of use of the taxonomy enormously.

In order to guarantee the use of the taxonomy on a large scale, and thus really achieve the foreseen reduction of administrative burdens, the Dutch Taxonomy Project also focuses on the delivery of XBRL instance documents from the companies’ financial and fiscal systems to the government back-office systems. The experience of intensive cooperation with market parties in developing the taxonomy, have led to a similar approach in developing the necessary infrastructure.

The main challenge is to connect businesses to government using different information systems by adapting their internal business processes. The process of exchanging data will start by sending obligatory requests from the government to companies. Companies will have to generate and send their reports which will end in the different government agencies back-office systems. Governmental agencies will also provide companies with return or status information and the Taxation Office will be able to send their assessment notices electronically. All these processes within the chain should be automated. 

As the design of automated business processes must be as easy as possible, the choice of one mutual process standard, to be used by both companies and government, becomes very important. This is where business process management (BPM) plays the important role of facilitating the process of data exchange between companies and governmental agencies. Data exchanges calls for a BPM approach where process modelling will be used to address the paradigm of business processes and where process execution will be used to run a service oriented architecture within the chain of data exchanges. The implementation strategy will be executed partly by the private sector and partly by the government. In this context, BPM plays the important role of facilitating the exchange of data processes. 

The major constraint within this part of the project is that the chain has to be rolled-out and be operational by the beginning of 2007. In order to achieve this goal, the government has cooperates with a large number of parties within the private sector (software developers accountancy) to design, develop and implement the infrastructure of processes.

More information about the Dutch Taxonomy Project (both on the taxonomy and infrastructure) is available at www.xbrl-ntp.nl/english and in the publication ‘Dutch Taxonomy Project, Functionality and possibilities of the Dutch Taxonomy, June 2005.’

5 Meaning of the concept for regulatory reform

The Dutch Taxonomy Project has revealed new insights for regulatory reform in the Netherlands. It proves that rules can be made less burdensome by simplifying the way they are carried out by both companies and governement through use of open standards for collecting and exchanging information. 

It also proves that substantive harmonisation of legislation in various (financial) domains can be achieved without changing the law, which often is a time consuming process and has a greater impact on the way the rules are carried out by businesses and government. 

Of course the taxonomy has to be maintained and updated regularly. If various changes in the underlying rules follow each other, this maintainance could become an intensive and costly process. This led the ministries involved to think about a means of reducing the number of changes in the underlying rules. Now the government will start a project for implementing the concept of ‘common commencement dates’ (also used in the UK) which limits changes in legislation to 2 or 3 moments per year and creates ample time between publication and coming into force of new rules, so that there also is time for the parties involved to adjust their hard- and software. Furthermore the concept foresees in a database in which businesses can find information on which rules will be amended shortly and what these amendments mean for their business process. 

In general, the Dutch Taxonomy Project shows a different approach to the role of government in setting out rules and enforcing compliance with them. The project has a strong focus on cooperation between businesses (accountants and tax advisors, softwarebranch) and government. Governement plays the role of moderating, facilitating and stimulating the process of standardisation, without presribing the standard or the technical means for exchange of data. This strengthens the support for actual use of the standard by businesses, and this in return profits the governmental bodies involved (increase of efficiency). 

6 Recommendations

Further standardisation of financial data and the process of exchanging these data between government and companies can enhance the quality of tax and other financial reporting at a lower cost. To realise this potential cooperation at national and international level is required. Therefore the following actions of national tax organisations are recommended:

· Standardize financial data at national and international level

· Use (existing) open standards

· Use standards that can be used across multiple domains

· Draft taxonomies with data elements in English and references in one or more other languages to make international reuse possible

· Become a member of the relevant international standardisation organisations

Impeccable information might be a Utopia, more timely and better financial information at a lower cost lies within grasp.
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Annex I Standards

XBRL

XBRL is a language for the electronic communication of business and financial data which is set to revolutionise business reporting around the world.  It provides major benefits in the preparation, analysis and communication of business information. It offers cost savings, greater efficiency and improved accuracy and reliability to all those involved in supplying or using financial data.

XBRL stands for eXtensible Business Reporting Language. It is one of a family of "XML" languages which is becoming a standard means of communicating information between businesses and on the internet.

XBRL is being developed by an international non-profit consortium of approximately 250 major companies, organisations and government agencies.  It is an open standard, free of licence fees.  It is already being put to practical use in a number of countries and implementations of XBRL are growing rapidly around the world.

[Source: XBRL International, www.xbrl.org]

XBRL GL

The GL taxonomy is intended to enable the efficient handling of financial and business information contained within an organisation.  Often this is scattered across disparate accounting systems.  XBRL allows it to be brought together, analysed and used in a highly cost-effective way, overcoming the inefficiencies of different accounting systems or approaches. 

The XBRL GL taxonomy allows the representation of anything that is found in a chart of accounts, journal entries or historical transactions, financial and non-financial.  It does not require a standardised chart of accounts to gather information, but it can be used to tie legacy charts of accounts and accounting detail to a standardised chart of accounts to improve communications within a business.

XBRL GL is reporting independent. It collects general ledger and after-the-fact receivables, payables, inventory and other non-financial facts, and then permits the representation of that information using traditional summaries and through flexible links to XBRL for reporting.

XBRL GL is system independent.  Any developer can create import and export routines to convert information to XBRL GL format. This means that accounting software developers need only consider one design for their XML import/export file formats. Application service providers can offer to supply XBRL import and output so end-users can more easily use their own data. Companies developing operational products, such as point of sale systems or job costing, or reporting tools can link with many accounting products without needing specialised links to each one.

XBRL GL permits consolidation. Popular low-end products and mid-market solutions are not designed to facilitate consolidating data from multiple organisations.  XBRL GL can help transfer the general ledger from one system to another, be used to combine the operations of multiple organisations, or bring data into tools that will do the consolidation.

XBRL GL provides flexibility, overcoming the limitations of other approaches such as Electronic Data Interchange (EDI).  It offers an extensible, flexible, multi-national solution that can exchange the data required by internal finance, accountants, and creditors. 

It complements XBRL for financial reporting, linking financial reports to the detail behind them, providing all the specific information required for audit workpapers, budget planning, and detailed reporting.

[Source: XBRL Interational http://www.xbrl.org/GLTaxonomy/] 

Other

Many other standards exist.
 An overview or description of these standards falls outside the scope of this report.

Annex II Top 10 of causes for administrative burdens in the Netherlands

In the table below the top 10 of causes for administrative burdens in the Netherlands is represented. As one can see many (not all) of the major burdens originate from the gathering, exchange and processing of financial information.

	Legislation
	Ministry
	Amount 

(billion euros)  

	Information obligation

	Annual Accounts Act
	Justice
	1.5
	Drawing up annual accounts and providing the resultant information

	Turnover Tax Act
	Finance
	1.4
	Stating VAT number on invoices, VAT returns, payments to Tax Administration

	Commodities Act
	Health
	1.2
	Quality and safety regulations, including labelling and packaging regulations

	Environmental   Management Act
	Environment
	1.0
	Information obligation relating to environmental permits, reporting, etc.

	Wages and Salaries Tax Act
	Finance
	0.7
	Salary administration and ensuring payment of wage tax

	Compulsory Health   Insurance Act
	Health
	0.7
	Compulsory practices for the purposes of financing medical treatment for employees (declarations)

	Social Security (Coordination) Act
	Social Affairs
	0.6
	Maintaining salary administration and payment of employee insurance premiums (including disability insurance, unemployment insurance)

	Income Tax Act
	Finance
	0.6
	Drawing up income tax returns

	Prices Act
	Econ. Affairs
	0.5
	Compulsory pricing of articles

	Working Conditions Act
	Social Affairs
	0.5
	Informing employees, risk inventory including action plan for risks in working conditions


[Source: www.administratievelasten.nl]

Annex III Exchange of financial information between countries and international organisations
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� ‘Advancing regulatory reform in Europe A joint statement of the Irish, Dutch, Luxembourg, UK, Austrian and Finnish Presidencies of the European Union’, 7 December 2004.


� See annex II for the top 10 burdens in the Netherlands.


� For example the business that sends the same figures each year to comply with the obligation to provide information for statistics, thus frustrating the representability of the data.


� Especially in the European context where legislation is often organised on a European level.


� See for instance Agreement between The Isle Of Man and The Kingdom of the Netherlands for the exchange of Information relating to tax matters.


� Preferably both the hierarchical and arithmetical relations.


� No royalties are required.


� Discussion exists on the exact criteria that define the (extent of) openness.


� And corresponding taxonomies.


� DTI Economics Paper no. 12, The Empirical Economics of Standards, June 2005.


� See ‘Tax policies vary widely from country to country, OECD study shows’, � HYPERLINK "http://www.oecd.org/document/15/0,2340,en_2649_37427_35472591_1_1_1_37427,00.html" ��http://www.oecd.org/document/15/0,2340,en_2649_37427_35472591_1_1_1_37427,00.html�. 


� Although the tax rates can differ substantially.


� Of course this requires suitable software for both business and receiving organisation.


� And of €420 million from 2008.


� Larger intermediaries: for example KPMG, Deloitte and PWC. Middle sized intermediaries: GIBO, ABAB and EJS. And small sized intermediaries: NOAB. 


� E.g. the Tax XML group within OASIS (� HYPERLINK "http://www.oasis-open.org" ��www.oasis-open.org�). 


� For instance HR XML for exchange of human resource management information. See � HYPERLINK "http://www.hr-xml.org/" ��http://www.hr-xml.org/�. 
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