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Abstract. From reporting periods ending on or after 31 December 2014, Italian unlisted companies
filing their financial statements under the national GAAP have to deposit them to the Business
Register in fully XBRL format. In particular, for companies submitting their financial statements in
the abbreviated form, the mandatory taxonomy has offered the option to use in their notes also the
tables of the standard one: this means that they can voluntarily provide more information than that
normally required by the law. In this paper, we investigate this phenomenon focusing on its level
and analyzing the variables explaining the reasons that push Italian SMEs to use, in their
abbreviated financial statements, non-compulsory tables that are proper of the standard ones. Based
on a large sample of 8,738 elements, we report surprising results: more than 80% of the abbreviated
financial statements include at least one table proper of the standard ones, while on average they
include seven. In addition, when analyzing the determinants of this phenomenon we find that the
only relevant variable explaining the number of optional tables included in the abbreviated financial
statements is the software used for preparing them.
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1. INTRODUCTION

From reporting periods ending on or after 31 December 2014, Italian unlisted
companies have to file their financial statements under national GAAP to the
Business Register in fully XBRL format (i.e. the digital language is mandatory not
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only for the face statements but also for the notes). In our previous study
(Fradeani et al., 2016), when investigating the impact of mandatory XBRL
extension to the financial statements notes on financial reporting quality, we
found that the Italian unlisted companies use extensively the customizations
offered by the taxonomy. In particular, to those companies submitting their
financial statements in the abbreviated form®, the mandatory taxonomy 2014-11-
17 has offered the option to use in their financial statement notes also the tables of
the standard one: this means that they can voluntarily provide more information
than is normally required by the law. We found that SMEs (i.e. the companies that
can use the abbreviated form) tend to use not only more table customizations but
also tables that are proper for the standard financial statements, thus voluntary
offering a higher level of disclosure.

In this paper, we investigate this phenomenon focusing on its level and analyzing
the variables explaining the reasons that push Italian SMEs to use, in their
abbreviated financial statements, non-compulsory tables that are proper of the
standard ones. Based on a large sample of 8,738 elements, we report surprising
results: more than 80% of the abbreviated financial statements include at least one
table proper of the standard financial statements, while on average they include
seven. In addition, when analyzing the determinants of this phenomenon we find
that the only relevant variable explaining the number of optional tables included
in the abbreviated financial statements is the software used for preparing them.

Interestingly, these results are partially in contrast even with the recent choice of
the Italian legislator to introduce, implementing the Directive 2013/34/EU, the
category of “micro-entities” for which the financial statement notes are not
mandatory: our analysis shows that the small companies prefer to disclose a larger
amount of information than the minimum required by the law.

! The financial statements in the abbreviated form, offer the possibility to prepare a simplified
balance sheet in terms of number of items and also a reduced version of the notes to financial
statements, while the income statement remains equivalent to that used for the standard financial
statements. There are specific limits for companies submitting their financial statements in the
abbreviated form, for two consecutive reporting periods two out of three of the following limits
must not be exceeded: total assets of € 4,400,000, total revenues of € 8,800,000, and total number
of employees of 50.
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This article is organized as follows. In the next section, we make a thorough
review of the literature while in section three we briefly describe the taxonomy
2014-11-17. Next, we report our findings in section four and in the last section,
will follow the conclusions and some suggestions on future research.

2. LITERATURE REVIEW

XBRL represents a search-facilitating technology which improves the
transparency of financial statements and allows the reuse of data, resulting in
improved accessibility, interoperability and efficiency, thus limiting the time and
costs of financial reporting (Hodge et al., 2004; Pinsker and Li, 2008; Vasarhelyi
et al., 2012). For these benefits, XBRL as a business reporting language is being
widely accepted by countries and companies for their reporting purposes (Bonsén,
2001; Kernan, 2008; Bonson et al., 2009; Enachi and Andone, 2015). In the recent
years, there has been an increasing number of studies highlighting the benefits of
its adoption (Alles and Debreceny, 2012; Perdana et al., 2015). Hence, XBRL it is
found to contribute to transparency and monitoring, improve the information
efficiency and provide better information content (Efendi et al, 2014; Roohani and
Attaran, 2014; Efendi et al., 2016). It can also facilitate the auditing activity as
measured by the audit costs (Shan and Troshani, 2014) and audit report lags
(Amin et al.,, 2017). In addition, with reference to SEC filings by small
companies, Cong et al. (Cong et al., 2017) show that XBRL is the format
preferred by the investors when compared to HTML, PDF, and TXT files.

XBRL it is found also to reduce information asymmetries. Thus, for a sample of
Korean listed companies, Yoon et al. (Yoon et al., 2011) find a significant and
negative association between XBRL adoption and information asymmetry
suggesting that XBRL may reduce the information asymmetries in the capital
market. Similarly, reduced information asymmetries are also reported by Liu et
al., (2017) for a sample of European companies. Furthermore, XBRL adoption
helps mitigate information risk and improve analysts forecast accuracy (Kim et
al., 2012; Cho et al., 2014). In fact, when examining the analysts’ responsiveness
to 10-k filings in US, Cho et al. (Cho et al., 2014) find that after the XBRL
adoption the responsiveness of small analysts has increased significantly
compared to that of large analysts.
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Research on US listed companies suggests that voluntary adopters of XBRL
present different characteristics compared to non-voluntary adopters. Thus,
corporate governance factors, liquidity, firm size, and better profitability are
variables found to be significantly related to the XBRL voluntary adopters
(Premuroso and Bhattacharya, 2008; Ragothaman, 2012; Boritz and Timoshenko,
2015). However, when analyzing the characteristics of the XBRL voluntary
adopters, Callaghan and Nehmer (Callaghan and Nehmer, 2009) suggest that these
are larger and visible companies seeking to improve their corporate governance
appearance.

As for the XBRL taxonomy, there has been an extensive research analyzing its
issues and benefits. Thus, scholars have stressed the need of third-party assurance
on XBRL tagging process (Plumlee and Plumlee, 2008; Srivastava and Kogan,
2010). In fact, (Boritz and No, 2008), when analyzing the XBRL filings under the
SEC’s XBRL Voluntary Filing Program on EDGAR, find increasing quality
control and assurance issues pertaining to the XBRL filings. In addition, filing
errors could also negatively affect the quality of the information provided (Bartley
et al., 2010). However, as time passes the filing errors of the companies decrease,
suggesting a learning curve exhibited by the XBRL filers (Du et al., 2013). Issues
and benefits of the XBRL taxonomy have been also widely analyzed in the Italian
setting (Valentinetti and Rea, 2011; Valentinetti and Rea, 2012; Fradeani et al.,
2017).

In this study, we focus on the financial statements’ notes in XBRL to investigate
the level of voluntary disclosure of the Italian SMEs. These represent almost all
the Italian® companies and are characterized by a weak corporate governance,
related to a concentrated ownership and family controlled (Corbetta and
Montemerlo, 1999; Melis, 2000; Brunello et al., 2003; Santarelli and Lotti, 2005;
Di Pietra et al., 2008), which obviously impacts the financial statements’ quality
and disclosure level (Cascino et al., 2010; Antonelli et al., 2016; Torchia and
Calabro, 2016). We focus on the tables of the financial statement notes used by

? According to ISTAT (the Italian National Institute of Statistics), 99% of Italian companies in 2015
had fewer than 50 employees. With reference to the companies for which is mandatory to deposit
their financial statements in the Italian Business Register, just over 91% has filed the financial
statements of 2015 in the abbreviated form and thus falling within the size limits shown in note 1.
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the filers of the abbreviated financial statements, which are proper of the standard
financial statements. It is important to mention that issues and benefits related to
the notes of financial statements in XBRL have been widely analyzed in US
studies (Debreceny et al., 2005; Debreceny et al., 2011; Janvrin and No, 2012;
Arnold et al., 2012).

In Italy, studies on notes to financial statements are very recent, mainly after the
mandatory requirement of the XBRL extension to the financial statements notes
(Avallone et al., 2016; Fradeani et al., 2016). As with regard to the voluntary
disclosure, several benefits push companies towards the voluntary disclosure of
financial and non-financial information. In fact, voluntary disclosure helps
mitigate the information asymmetries and thus reduce the investor’s uncertainties
and firm’s cost of capital (Diamond and Verrecchia, 1991). In addition, the
market responds positively to voluntary disclosure and firms’ performance is
positively related to voluntary disclosure (Lang and Lundholm, 1993; Miller,
2002). For financial statements in XBRL, Kaya (2014) when analyzing the extent
of voluntary disclosure of the XBRL users finds that firm size and its level of
innovativeness are significantly related to the overall XBRL disclosure.

Our study adds to the very few studies focusing on the XBRL extension to the
financial statement notes. We provide field-based evidence on the disclosure
practices of the Italian SMEs and analyze the variables that could explain why
they use in their abbreviated financial statements tables that are proper of the
standard financial statements. To the best of our knowledge, this represents the
first study analyzing the disclosure practices of Italian SMEs from this
perspective.

3. TAXONOMY CHARACTERISTICS

The taxonomy 2014-11-17 concerns the XBRL encoding of the financial
statements of unlisted companies prepared in accordance with the Italian national
GAAP and deposited in the Italian Business Register, for reporting periods ending
on or after 31 December 2014; it is based on two basic assumptions:

1. the taxonomy is designed by XBRL Italy to comply only with the
information that is explicitly required by the Italian Civil Code and, with
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reference to the financial statement notes, with the disclosure explicitly
required by the articles 2427 and 2427-bis;

2. contrary to the legal requirements in other countries, the new taxonomy
is not extensible by the reporting entity. This implies, on one side, a strong
standardization useful for improving the comparability of financial
statements but, on the other side, it could undermine the information
quality of the financial statements®.

The taxonomy codifies the balance sheet, the income statement and the notes to
financial statements. While the first two prospects do not allow any margin of
customization because of the impossibility to add extensions, the notes to
financial statements allow certain flexibility. However, before addressing this
aspect, it is necessary to clarify the characteristics of the taxonomy related to the
notes to financial statements: the information disclosed in the notes must be
inserted in a specific structure consisting of five sections (Introduction, Assets,
Liabilities, Income Statement, Other Information and Final Part), each made of
numerous textual fields (there are more than 100, and each accepts up to 32
Kbytes) and default tables (there are 53, designed to comply with the legal
requirements).

In relation to the margin of flexibility in filing the notes to financial statements,
this is achieved by using not the extensions but the textual fields “intelligently”:
their content is completely free, allowing the filer to disclose as much information
as needed, as an integration, comment or substitute of the default tables (which
when deemed unsuitable, may not be used); however, the textual fields may also
include xHTML coding that allows to view the customized tables used by the
filers, to integrate, add or substitute the default tables.

Finally, to conclude we briefly address the differences that characterize the part of
taxonomy for the financial statements in the abbreviated form. The taxonomy for
the abbreviated financial statements is derived from that of the standard financial
statements, and thus shows all the features already illustrated previously with the

3 For further details on taxonomy 2014-11-17, also with reference to its impact on the quality of
economic and financial information of Italian unlisted companies, please refer to our previous
study (Fradeani et al., 2016).
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exception of the simplifications provided by the art. 2435-bis of the Italian Civil
Code. Thus, the taxonomy for the abbreviated financial statements comprises: a
simplified balance sheet; an income statement that, excluding some marginal
differences, is the same to the standard one; the notes that offer the same structure
mentioned before but with a lower number of default tables, because of the
simplifications provided by law. In addition, when the filer needs to provide
further information beyond that required by the law may use also one or more of
the 53 tables designed for the standard financial statements (Fradeani et al., 2016).
Thus, the preparer can choose which tables of the standard and abbreviated
financial statements to use based on his disclosure needs. This faculty, on one side
follows the best practices adopted by the professionals, and on the other side
provides more flexibility to the filers by offering them an additional possibility of
customization: they can actually use the tables proper of the standard financial
statements for disclosing additional information in the abbreviated form.

4. METHODOLOGY

To investigate the level of voluntary disclosure for the companies filing the
financial statements in the abbreviated form, we randomly selected 10,000
financial statements deposited in the Business Register for the reporting periods
ending on 31 December 2014. From that sample, we extracted only the financial
statements submitted in the abbreviated form, thus reaching a final amount of
8,738 valid XBRL instances. In order to understand the sample characteristics, we
report in the tables below descriptive statistics related to the variables representing
the size of the companies (Revenues and Total Assets). We also show their
distribution based on other parameters such as ownership and legal form.

Revenues Total Assets
Minimum - -
1st Quarter € 27,980 € 158,500
Median €201,700 € 519,500
Mean € 859,500 € 1,801,000
3rd Quarter € 847,000 € 1,584,000
Maximum € 46,930,000 | € 166,000,000

Table 1. Size of the companies
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Table 1 reports descriptive statistics on company revenues. On average, the
revenues amount to € 859,500. However, a much lower median suggests that the
distribution is concentrated on low values (50% of the sample has revenues under
€ 200,000) and that there are few outliers with very high values affecting the
mean. The same applies to the total assets: as shown in the second column of
Table 1, on average total assets amount to € 1,801,000. However, as in the case of
revenues, this is due to a few outliers with high values. In fact, it could be easily
observed that 50% of the companies have total assets lower than € 520,000,
suggesting that the distribution is concentrated on low values. Given the
characteristics of the sample, it is not surprising to observe that there are only 138
joint stock companies. In addition, it is interesting to note that the number of
companies with a sole shareholder is 1,289.

In order to complete our exploratory analysis of the sample, we also consider the
software used for preparing the financial statements in XBRL". In our selected
sample, we find 25 different software used that cover 94.9% of the total sample
(the remaining 5.1% of the financial statements do not report any information on
the software used for filing the financial statements in XBRL). When analyzing
the distribution of our sample in relation to the software used for filing the
financial statements in XBRL, we observe a fairly clear concentration of the
distribution of the financial statements of our sample towards six-main software
(we will also call these software “principal”). In fact, our analysis shows that they
cover 85% of the sample of financial statements in XBRL, while the remaining
15% of financial statements in part are related to the previously mentioned 5.1%
that do not report any information on the software used, and the rest, 9.9%, are
prepared using the other 19 minor software.

As mentioned previously, our focus is on analyzing the level of disclosure offered
by the companies of the selected sample. Considering the fact that this sample is
mainly composed of very small companies we expect the level of disclosure to be
minimal. To measure this level, we consider two quantitative variables that can be
collected using an automated procedure from the financial statements in XBRL.:

* A special tag including software vendor details may be provided in XBRL instances, so it was
possible to associate the XBRL instance with the software used to produce it.
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1. the total number of tables used by the filers when filing the notes to
financial statements (we name this variable tot);

2. the number of tables proper of the standard financial statements used in
the abbreviated financial statements (we name this variable ese).

The first variable provides an overall measure of the amount of information the
filer has entered, while the second one is more related to the voluntary disclosure:
these tables are not required by law but are voluntarily inserted by the filer who
chooses to provide additional information.

We further investigate some of the determinants that could explain the optional
tables used and thus the level of voluntary disclosure of the companies of the
sample. For this reason, we consider the distribution of the variable ese in relation
to the size of the company and company’s legal form, and also in relation to the
different software used for filing the financial statements. Previous studies have
documented a positive relationship between firms’ size and the extent of
voluntary disclosure (Premuroso and Bhattacharya, 2008; Ragothaman, 2012;
Kaya, 2014). In general, larger firms have more incentives to voluntary disclose
financial and non-financial information because they may bear the costs of
collecting and disclosing the data but also because they are more exposed to
investors compared to smaller firms (Kaya, 2014). In addition, larger firms may
have adopted technologies that improve the extent of voluntary disclosure earlier
than smaller firms (Ragothaman, 2012).

With regard to the company’s legal forms, we consider it as a proxy for the
ownership of the companies. The literature suggests that ownership structure may
affect the voluntary disclosure of companies and widely held companies tend to
disclose more information than closely held companies (Chau and Gray, 2002;
Eng and Mak, 2003; Boritz and Timoshenko, 2015). Thus, we expect different
disclosure practices for companies of different legal forms. Finally, we think that
the software used for filing the financial statements in XBRL may also affect the
extent of voluntary disclosure of companies. In this regard, we expect that more
user-friendly software may make it easier for filers to file additional information
than that required by law and thus increase the level of voluntary disclosure.
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To conclude, we examine the link between the variables ese and the software used
for filing the financial statements in XBRL. The reason behind this choice is
related to our findings. In fact, as we will show later in the results section, we find
that the software is the only variable explaining the extent of voluntary disclosure
of the companies of our sample. Considering that software is a qualitative variable
and ese a discrete variable, we use Pearson’s Chi-square (%) test to analyze this
relationship and compute the Cramer’s V index to verify the degree of association
between these variables. Our hypotheses are as follows:

1. the presence of optional tables depends on the software used,

2. the number of optional tables, when higher than zero, depends on the
software used;

3. the total number of optional tables depends on the software used.
5.RESULTS

We begin this section by showing the results of our descriptive statistics on the
variables tot and ese and then will follow the results of the analysis on the
determinants of voluntary disclosure.

5.1 Descriptive statistics

Table 2 shows descriptive statistics on the distribution of the total number of
tables used in the financial statement notes for our sample: it is interesting to point
out that, contrary to our expectations, the average number of tables used in the
notes to financial statements is 11, with a maximum of 54. The percentage of
financial statements with zero tables used is 3.6%°, whereas the first quartile is 8
suggesting that the distribution of the number of tables is significantly distant
from zero. Additionally, considering the fact that the median is close to the mean,
we can conclude that the distribution is symmetric around the mean.

® These financial statements represent cases when companies have not completed the notes to the
financial statements, alternatively choosing the double filing option [for a detailed analysis see our
previous study (Fradeani et al., 2016)], or when the disclosure is provided only in the textual fields
of the notes: however, this percentage is very low, indicating that almost all the companies use the
tables provided by the taxonomy for filing their financial statements.
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tot ese
Minimum 0 0
1st Quarter 8 3
Median 11 7
Mean 11 7
3rd Quarter 15 10
Maximum 54 37

Table 2. Descriptive statistics for the variable tot and ese

To better understand these results, we analyze the tables with the highest filing
percentage®. As we can observe, the tables with a usage frequency of more than
80% are those related to shareholders’ equity, followed by the tables of changes of
receivables and of changes in other assets with a usage frequency of more than
70%, and of changes in staff severance fund with a usage frequency around 50%.

It is interesting to note that the tables typical of the abbreviated financial
statements show a very polarized distribution: on one side they occupy four out of
the first five positions of the table, while on the other side (with the exception of
the table on changes in other liabilities, which is used in about 42% of the
financial statements) they are almost all in the final part of the table, with usage
rates of just over 20%.

We also note that the third table with the highest usage frequency is that of
changes and due date of receivables included among current assets, which is an
optional table with a very high filing rate. It should also be highlighted the
balance between the number of tables used for assets and liabilities, even though
those related to liabilities are on average filed with a higher frequency. In
addition, we observe an almost total absence of tables for the profit and loss
account and those of other information (there are only two tables on details on net
revenue, however with relatively low filing percentages): it is probably due to a
limited number of tables provided by the taxonomy for these sections and, as
noted in our previous study (Fradeani et al., 2016), to the non-perfect design of
some taxonomy tables, with particular reference to those of deferrals in the
section of profit and loss account.

® Names, sections, and absolute and relative frequency of tables with a usage frequency of more
than 20% are listed in Annex 1.
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We observe surprising results when analyzing the second variable, that is the
number of tables proper of the standard financial statements used in the
abbreviated financial statements (ese): on average in an abbreviated financial
statements, we find 7 tables proper of the standard ones. In detail, as we can
observe in Table 2, the range goes from a minimum of zero to a maximum of 37
tables, with 50% of the sample using at least 7. To better clarify this distribution,
in Figure 1 we show the histogram of the frequencies (the dotted line indicates the
mean and the median).

Considering the fact that these are optional tables, we expect their concentration
to be around zero. However, it is important to note that the number of financial
statements of the entire sample without any optional table is less than 17%; thus,
more than 83% of the financial statements present at least one optional table,
showing a clear sign that the filers have widely used their faculty to adopt optional
tables for their filing purposes. Again, as it was the case for the variable tot, it is
interesting to see which are the optional tables that users have used most
frequently for their filing purposes’.

1500 2000
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Fig. 1. Distribution of the optional tables

As noted previously, the table of analysis of changes and due date of receivables
was used in more than 72% of the cases, followed by the analysis of payables

" Names, sections, and the absolute and relative frequency of tables proper of the standard
financial statements with a usage frequency of more than 20% are listed in Annex 2 (a subset of
those shown in Annex 1).
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changes and due date, the analysis of changes in liquid funds, the detail of other
reserves and the analysis of changes in inventories. In this case, there is a majority
of asset tables both in terms of number and frequency of usage. It is of interest to
point out the distribution of the filing frequency of these tables: there are 13 tables
with a filing rate above 28% implying that the tables filed in the financial
statements differ from each other. In fact, considering that on average for the
abbreviated financial statements there are 7 tables proper of the standard financial
statements, the fact that the usage frequency of individual tables is concentrated
between 28% and 45%, means that different filers have filed different tables.
While this may seem too obvious, considering the fact that filers have the faculty
to choose which tables to file according to their specific disclosure purposes, on
the other side, one could expect a more standardized information, hence that the
tables proposed by the various filing software had been used in bulk since
somehow “forced” by the software. This dispersion shows that in our sample
seems to happen the opposite: the users file many optional tables by “freely”
choosing which one to use.

5.2 Determinants of voluntary disclosure

To further investigate the voluntary disclosure, we analyzed the determinants that
could explain this phenomenon. Starting from the list of variables previously
discussed, we have analyzed the distribution of the variable ese in relation to each
variable of the list using a graphical approach. In Figure 2, we show the
distribution of the variable ese in relation to revenues.

ese
2 58 12 16 20 24 30

revenues quartile

Fig. 2. Distribution of the variable ese in relation to revenues
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First, we divided the sample into 4 revenues quartiles (shown in the figure with
numbers 1 to 4, where 1 is the Q; and so on) to obtain four different sets of
companies with the same numerosity. For each set, we plotted a bubble diagram
representing the distribution of the variable ese for each quartile. It could be easily
observed that the distributions do not seem different for the different quartiles and
thus we may assume that the distribution of the number of optional tables does not
depend on revenues. We obtain similar results (which are not reported here) when
using the total assets as well as the legal form or the presence of a single
shareholder; all these variables do not seem to influence the overall distribution of
the variable ese. Nevertheless, the same cannot be said for the software used for
filing the financial statements in XBRL. Similar to the previous analysis, we
proceed with a graphical analysis to observe the distribution of the variable ese in
relation to the software used. We limited our analysis only to the principal
software®, given the high concentration of our sample around this group and the
large number of total software used in our overall sample.

LT TT Y LR
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Fig. 3. Distribution of ese in relation to the software used

When we observe the bubble diagram in Figure 3, it is evident the influence of the
software used on the distribution of variable ese under two different points of
view: the dominant presence of zeros (given by the size of the bubbles placed in
the lower row of the graph) and the distribution with values other than zeros. A

® Recall that a principal software is one of the six software mostly used (85% of our selected
sample) to file the financial statements in XBRL.
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concentration around zero refers to the frequency that the financial statements
produced with a given software have not made use of optional tables. As we may
observe, the software a, b and c present different behaviors compared to the other
3 software: among their users, there is a considerable number of those not using
the optional tables. In our opinion, this clearly shows that the user’s interface of
this group of software has somehow driven them to file only the mandatory tables.
In contrast, the users of software d, e and f have usually preferred to include more
optional tables; even in this case, we assume that the software used has made it
easier for the filers to provide non-compulsory information.

The same can be said even when we neglect the concentration in zero for the
variable ese. We still observe that the software used has affected the distribution
of the number of optional tables used, in the cases when the filer has chosen to file
at least one optional table. In Figure 3, it is clear how the software b and ¢ have
influenced the users to not use optional tables or to use them in a limited number
compared to the other software; vice versa, for the users of the other software,
when they have decided to use optional tables, usually they have used a
considerable number, with different distributions

Chi-square . ,
Hypothesis | Variable Description ra$er S
Value | p-value
Boolean. 0
1 AT 2 TRUE if ese=0, FALSE if ese>0 2RO | S2AD | Bl
Numerical.
2 ese* From 1 to 14 corresponds to ese, all values of ese higher | 3.747 | <2.2e-16 36%
than 14 were grouped into a single residual value.
Numerical.
3 ese** From 0 to 14 corresponds to ese, all values of ese higher | 5.541 | <2.2e-16 40%
than 14 were grouped into a single residual value.

Table 3. Pearson’s Chi-square test and Cramer’s V index

To give a quantitative measure of the relationship between the level of voluntary
disclosure and software used, we conduct a bivariate test. Our results reported
above in Table 3 show that all the three hypotheses stated before are statistically
significant. However, the degree of association between the variables (as
measured by Cramer’s V) for the three hypotheses is different; in the first case,
the association is very strong (over 60%), while for the second and the third case



126 The International Journal of Digital Accounting Research Vol. 17

this association is moderate even though still quite relevant (36% and 40%). In
other words, there is a very strong association between the presence of optional
tables and the type of software used (hypothesis 1), while there is a moderate
association between the number of optional tables present and the type of software
(hypothesis 2). When considered together these two aspects lead to an overall
Cramer’s V index of 40% (hypothesis 3), which means that the type of software
alone explains 40% of the variability in the number of optional tables. From this
discussion, it follows that the software used influences the choice of the financial
statement filers to disclose additional non-mandatory information.

We further investigate whether the software choice depends on other variables,
such as size: if so, the only software variable would not be sufficient to explain
the distribution of the variable ese. In fact, it would also depend on these other
factors.
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Fig. 4. Distribution of revenues for the major software programs

Figure 4 shows the distribution of the companies of the sample by the revenues
range for the six-main software. We could easily observe that there is a substantial
homogeneity in the different groups, suggesting that the size variable (measured
in terms of revenues) does not determine the choice of the software. In fact, since
the histograms seem to be substantially overlapping it does not seem to exist a
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relationship between the software and company size, leading us to conclude that
the only variable that explains the level of voluntary disclosure is the software
used.

These results, drive us to conclude that the software, on one side, has led to the
use of more or less optional tables, but on the other side, did not smooth the level
of the information disclosed in the financial statements: each user has had the
possibility to choose the most significant tables for his disclosure purposes, and he
has been favored by the software for entering the information as structured data in
the XBRL instance.

6. CONCLUSIONS AND FUTURE RESEARCH DIRECTIONS

With the taxonomy 2014-11-7, Italian unlisted companies have to file their
financial statements under national GAAP to the Business Register in fully XBRL
format: this means that also the notes should be codified in the mark-up language.
In line with the new requirements, for companies submitting their financial
statements in the abbreviated form, the Italian jurisdiction has offered the option
to use in their notes also tables which are proper of the standard financial
statements. Thus, these companies have the faculty to increase the amount of
information disclosed by using also tables proper of the standard financial
statements. In this paper, choosing a sample of 8,738 abbreviated financial
statements deposited in the Business Register during 2015, we investigate this
phenomenon by focusing on its level and by analyzing the variables that could
explain the reasons that push Italian SMEs to use in their financial statements
non-compulsory tables that are proper of the standard financial statements. Doing
so, we find some interesting results.

When analyzing the sample characteristics in terms of size, we observe a
concentration on low values for the revenues and total assets. In line with this, we
find that only 138 of the companies of the sample are joint stock companies,
whereas it is interesting to point out that the number of companies with a sole
shareholder is 1,289. As with regard to the software used to file the financial
statements in XBRL, we find in total 25 different software used. However, we
observe a high concentration of the sample towards the six-principal software that
cover around 85% of the sample.
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We further investigate the total number of tables used by the filers when filing the
notes to the abbreviated financial statements (tot), and the number of tables proper
of the standard financial statements used by the filers of the abbreviated financial
statements (ese). When investigating the tot variable, we find that, on average, the
filers have used 11 tables and interestingly, the percentage of financial statements
with zero tables used is only 3.6%. The tables mostly used by the filers are those
related to shareholders’ equity and the tables of changes of receivables and of
changes in other assets. In addition, when analyzing the distribution of the
variable ese we find that, on average, in an abbreviated financial statement there
are 7 tables proper of the standard financial statements. The percentage of
financial statements with at least one optional table used is more than 83% of the
financial statements, a clear sign that the filers have widely used the faculty to
adopt these tables for their disclosure purposes. Furthermore, we focus our
attention on the reasons explaining the number of optional tables included in the
abbreviated financial statements. We find that the variable explaining this faculty
is the software used for preparing the financial statements. In fact, when analyzing
whether the company revenues could explain the choice of software used we do
not find any link, suggesting that the software is the only variable explaining the
number of optional tables used.

Our results are important for researchers, standard setters, and software
developers. This study adds to the previous literature focusing the attention on the
notes to financial statements in XBRL. To the best of our knowledge, the
literature analyzing the XBRL extension to the financial statements notes is still
weak, especially for firm-level analysis and for non-listed companies. For the
standard setters, our results show a non-perfect design of some taxonomy tables,
as suggested by the fact that specific tables of the financial statements present a
frequency of usage around zero. In addition, as previously mentioned, we showed
that Italian SMEs based on the type of software used will tend to disclose more or
less additional non-mandatory information. Furthermore, recently the Italian
legislator introduced the category of “micro-entities” for which the financial
statement notes are not mandatory. However, we show that our results are
partially in contrast with the new requirement, in that small companies tend to
disclose more information beyond that required by law. Thus, we suggest further
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investigation from the standard setters in relation to their disclosure practices. As
a conclusion, this study shows that the level of additional information disclosed in
the financial statements of Italian SMEs depends exclusively on the software used
to file these financial statements. In this regard, the software developers could
consider our findings when designing the users interfaces to create the XBRL file.

Further research directions should focus on investigating the reasons of SMEs
voluntary disclosure by considering other variables not analyzed here. In addition,
the size of our sample suggests that a multivariate analysis can be performed to
test the combined effect of the various dependent variables considered. Moreover,
it is of interest to see also what type of information disclose who voluntarily use
tables proper of the standard financial statements for the abbreviated ones.
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Annex 1
List of tables with maximum frequency of usage
Id Section Name No. %
T0283 | Liabilities Analysis of changes in shareholders” equity* 7771 88,93%
T0288 | Liabilities Origin, possibility of use and leasability of shareholders’ equity* 7450 85,26%
T0186 | Assets :Sr;zgsis of the changes and due date of receivables included among current 6337 72.52%
T0216 | Assets Analysis of changes in other assets, abbreviated* 6256 71,60%
T0301 | Liabilities Analysis of changes in staff severance fund* 4383 50,16%
T0307 | Liabilities Analysis of payables changes and due date 4235 48,47%
T0207 | Assets Analysis of changes in liquid funds 4166 47,68%
TO0335 | Liabilities Analysis of changes in other liabilities, abbreviated* 3743 42,84%
T0284 | Liabilities Details on other reserves 3504 40,10%
T0180 | Assets Analysis of changes in inventory 3271 37,43%
T0289 | Liabilities Origin, possibility of use and leasability of miscellaneous other reserves 3189 36,50%
T0191 | Assets Details on receivables included among current assets by geographic area 3087 35,33%
T0212 | Assets Analysis of changes in accrued income and prepaid expenses 3063 35,05%
T0312 | Liabilities Details on payables by geographic area 3010 34,45%
T0129 | Assets Analysis of changes in tangible fixed assets 3002 34,36%
T0385 | Profit and loss | Details on net revenue by business category 2972 34,01%
T0122 | Assets Analysis of changes in intangible fixed assets 2593 29,67%
TO0331 | Liabilities Analysis of changes in accrued liabilities and deferred income 2466 28,22%
TO0389 | Profit and loss | Details on net revenue by geographic area 2092 23,94%
T0316 | Liabilities Analysis of payables covered by real guarantees on social assets* 1997 22,85%
T0190 | Assets Details on receivables included among current assets by geographic area* 1871 21,41%
T0156 | Assets Abbreviated details on non-current receivables by geographic area 1829 20,93%
T0311 | Liabilities Details on payables by geographic area* 1822 20,85%
TO0139 | Assets Analysis of changes in financial assets: shares, other securities, own shares 1758 20,12%

Note: tables with * are those specific of the standard financial statements.
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Annex 2
Tables proper of the standard financial statements used in the abbreviated ones
Id Section Name No. %
To186 A ;r;zgsis of the changes and due date of receivables included among current 6337 72.52%
TO0307 Liabilities Analysis of payables changes and due date 4235 48,47%
T0207 | Assets Analysis of changes in liquid funds 4166 47,68%
T0284 | Liabilities Details on other reserves 3504 40,10%
T0180 | Assets Analysis of changes in inventory 3271 37,43%
T0289 Liabilities Origin, possibility of use and leasability of miscellaneous other reserves 3189 36,50%
T0191 | Assets Details on receivables included among current assets by geographic area 3087 35,33%
T0212 | Assets Analysis of changes in accrued income and prepaid expenses 3063 35,05%
T0312 Liabilities Details on payables by geographic area 3010 34,45%
T0129 | Assets Analysis of changes in tangible fixed assets 3002 34,36%
T0385 | Profitand loss | Details on net revenue by business category 2972 34,01%
T0122 | Assets Analysis of changes in intangible fixed assets 2593 29,67%
T0331 Liabilities Analysis of changes in accrued liabilities and deferred income 2466 28,22%
T0389 | Profit and loss | Details on net revenue by geographic area 2092 23,94%
T0156 | Assets Abbreviated details on non-current receivables by geographic area 1829 20,93%
T0139 Assets Analysis of changes in financial assets: shares, other securities, own shares 1758 20,12%










