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Abstract

Corporate Transparency is becoming more prevalence nowadays, thanks to the advancement of the
Internet that provides a platform for fast dissemination of corporate good standing. The corporate
good standing is a public domain record that contributes to business decision making as well as input
for national economic narration. However, as the data is freely distributed online, it is prone to
unauthorized alteration or illegitimate manipulation. With recent innovation of Extensible Business
Reporting Language (XBRL) and Blockchain technology, public domain information such as corporate
standing can now be protected from illegal changes, maintaining the integrity and availability of such
information online. The challenge is how to ensure the distribution of XBRL content to a decentralized
peer-to-peer network while maintaining the authority of the government towards the whole data.
This paper aims to explore the suitability of integrating XBRL and blockchain technology within the
Malaysian context.

Keywords: XBRL, Blockchain, Distributed Ledger, Meta-data, Corporate Standing.

Introduction
The conception of blockchain in the accounting industry may amplify the effect of technology
disruption in the current financial reporting process. Although the industry may have lost its
excitement towards the expected advancement of technology through a predecessor technology
promoted decades ago called XBRL, some industry players are still optimistic towards the automated
self-reconciliation concept brought along by blockchain technology evolution (Drew, 2017). Industry
Players like PwC, Deloitte, EY, and KPMG are at the frontline of venturing into the technology
(Karajovic, Kim, & Laskowski, 2019). For example, Microsoft is partnering with KPMG in providing
Blockchain as a Service (BaaS) to extend the features to the mass public.

The blockchain is a technology that allows append-only data which replicates the records
between participants, creating a new architecture of a distributed system, where consensual shared
state for the distributed transactional records are established across an extensive network of agnostic
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peer-to-peer (P2P), (Lo, Xu, Chiam, & Lu, 2018). Extensible Business Reporting Language (XBRL), on
the other hand, is an XML base corporate business reporting standard, with a unique feature of meta-
data called taxonomy extension to allow additional information which was not initially provided by
the base taxonomy. This reporting standard is internationally accepted as structured documents or
data presented online (Wu & Vasarhelyi, 2004). Based on an initial study by Beerbaum (2018), XBRL
and Blockchain can form symbionts product as XBRL provides high-quality structured data which is
pre-requisite for machine-readable blockchain. Thus, the future for an integrated XBRL Blockchain,
generally is promising and expected to revolutionist the financial sector. Malaysia, through
Suruhanjaya Syarikat Malaysia (SSM), has recently implemented XBRL via mandatory online
submission of Annual Returns and Financial Statements. The new Malaysian XBRL system is called
Malaysian Business Reporting System (MBRS). The compulsory implementation is, however, creates
a considerable hype in Malaysian financial practitioner (NST, 2018). While XBRL has been gaining its
popularity due to the mandatory implementation, Blockchain is also the topic in town, and still
gaining its momentum. This can be seen through the recent significant increase in interest on
Blockchain and XBRL keyword reported by Google Search trend in Malaysia in recent years as
illustrated in Figure 1 below;
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Figure 1-Google Search Trend for Blockchain & XBRL keyword in Malaysia for the past 5 years
Since the interest shown in recent years for the topics indicates that a study is relevant to be carried
out.

In one side, the topic of integrating Blockchain and XBRL is still new, as most researchers are
focusing on the research topic separately (Beerbaum, 2018). On the other hand, the increase in
demand for Corporate Transparency had triggered the integration of the two technology to provide
higher integrity and availability.

The enthusiasm for blockchain adoption is not without any reservation. Based on the study by Oh &
Shong, (2017) few issues have been identified as the challenges to implementation of blockchain in
financial information. They are;

i) Peer to Peer concept (P2P) - Inability to identify a single responsibility party due to

collaborative ownership of the information.
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ii) Scalability - Capacity of data may be limited as compared to actual financial reports
capacity requirements

iii) Transparency — Privacy and pseudo-anonymity maybe disrupted due to open
traceability of transaction.

iv) Security — Difficulties in information recoveries in the case of security compromise as
the private key is irrecoverable if lost or hacked.

v) System Stability — Since data is not located in a single repository, the control over

computing capacity and resources could become an issue. Difficulties in handling large
volume over multiple environments can contribute to performance and stability issue.

Discussing the convergence
Based on a literature study by Beerbaum, (2018) the topic that combines XBRL and Blockchain is
scarcely discussed in academic journal due to the very early stage of technology development. Most
of the study promotes the convergence of the two technology due to few aspects; 1) non-reliance to
single authoritative party for verification but via P2P interlocking system (Deloitte & Touche
Wirtschaftsprifungsgesellschaft, 2016); 2) speed for processing, due to a large number of P2P
network processing resources with most of the processes are automated (Beerbaum, 2018). In
contrary, Oh & Shong (2017) reveal more aspects contributes to the motive of the convergence such
as; 3) Scalability; 4) Transparency; 5) Information Security and Data Integrity; and 6) System stability
and availability. Oh & Shong (2017) also have identified that blockchain can be categorized into three
types;

1) Public Blockchain, fully open access with almost no governance ownership;

2) Consortium Blockchain — governed by a group of trusted parties; and

3) Private Blockchain — fully governed by an authority to serve a specific purpose.

Typically, the segregation is based on the level of control over the blockchain network in
which, to serve the requirement of Public Authority and governance body. The issue of governance
had also being raised by European financial practitioner as reported by Colgren, (2018), leading to
the formation of European Financial Transparency Gateway (EFTG), experimenting blockchain with
the whole financial life-cycle. Since the move by XBRL counterparts in the US and Europe towards
convergence with blockchain technology are promising, the direction of Malaysian XBRL and
blockchain convergence also seems inevitable.

XBRL implementation in Malaysia starts with the introduction of standard taxonomy by SSM.
This standard taxonomy is called SSM Taxonomy (SSMxT). This taxonomy will be used by all
companies in Malaysia for submission of financial reports. This taxonomy is also extensible by other
jurisdictions to serve the context and purpose of the reports. Other Malaysian authorities which are
actively involved in XBRL initiatives are Central Bank of Malaysia (BNM), Inland
Revenue Board (LHDN) and Securities Commission of Malaysia (SC) (Yahaya, 2018). The taxonomy
and the metadata is the most crucial part in XBRL implementation. It is also the information that
creates context and positioned the perspectives of the financial reports. However, it cannot not stand
alone as it needs the actual information that carries the core information of the records. This
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behaviour defined best on how a blockchain works, as it relies on information that stores in
distributed ledger which verifies the integrity of the information with the chaining of other
information (Lo et al., 2018).

Integrating XBRL and Blockchain

XBRL consists of 2 main information components which is XBRL instances and taxonomies (IXBRL,
2006). The XBRL instances are the records that traditionally submitted to SSM via manual lodgments.
The taxonomies, on the other hand, are not the statutory information which were prescribed by the
companies act (Companies Act 777, 2016). By having this understanding, the taxonomies are the
components of information which is very likely to be integrated with blockchain technology. Based
on Figure 2, proposed integration of XBRL and Blockchain technology can be initiated by extending
the taxonomies into the blockchain network.

Companies SSM MBRS Repository Blockchain Network

Figure 2- First phase XBRL integration to Blockchain architecture

The proposed first phase integration will enable the features of blockchain to be incorporated into
XBRL implementation without the concern of relieving the control of instances information by SSM.
The main Instances will still be stored within the private storage of SSM. The taxonomies will be then
shared within the P2P network, establishing the interlocking mechanism directly to the taxonomies,
and indirectly to the instances. The first phase will also serve as the transitional stage where the
companies will later be able to participate into the blockchain P2P network which will allow better
integration, with the industry.

The eventual integration of XBRL will allow faster and secured integration and especially if the type
of blockchain infrastructure adopted is Consortium or Private Blockchain network.

The proposed final XBRL and Blockchain integration is as depicted in Figure 3 below;
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Figure 3- Proposed Final integration architecture

Assessment Method

Since this study will be exploratory research on the possibility of the integration of XBRL/MBRS and
Blockchain, this case study will adopt the Suitability Evaluation Framework by Lo et al. (2018), which

was used to evaluate Australian Government systems.

Is multi-party No
required?
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Figure 4 -Suitability evaluation framework (Lo, et al. 2018)
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Table 1: Result of Suitability Evaluation

A | Multi-party Required / Not Required
B | Trusted authority Required / Not Required
C | Centralized Operation Required / Not Required
D | Data Transparency vs Transparent / Confidential
confidentiality
Data Integrity Required / Not Required
F | Data Immutability Required / Not Required
G | High Performance Required / Not Required
Result Blockchain/Conventional
Database
Conclusion

The current implementation of XBRL in Malaysia is still in its infancy stage. The only XBRL
implementation is currently using conventional database approach. This study will explore using a
case study on the current implementation of XBRL in Suruhanjaya Syarikat Malaysia, whether the
non-functional requirement proposed are fully suitable from the perspective of stakeholders as well
as the implementers. The focus of this study, however, concentrates on the initial practicality of the
integration. There are rooms to further investigate the implications of the integration towards
multiple industries as well as the stakeholders.
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