Extensible Business Reporting Language (XBRL): Determinants and Capital Market Implication
Extensible Business Reporting Language (XBRL), as a new technology for financial reporting, gains more and more support from capital market authorities around the world, including US Securities Exchange Commission (SEC). In 2005 the SEC established a voluntary program for registrants to file supplemental financial information using XBRL. This opens an opportunity for a study on the characteristics of firms participating in SEC’s program to identify what differentiates them from others.  A previous study by Premuroso and Bhattacharya (2008) has limitations in terms of the number of sample firms and research methodology, which are addressed in this study. In addition, this study investigates whether XBRL voluntary adopters are rewarded by the market in terms of lower cost of capital and greater analyst followings. 
Using logistic regression, this study performs a test on sample of 56 US firms that voluntarily participated in US’s XBRL program by Dec 31, 2009 against the non-participating firms.  Result of statistical test showed that corporate governance (CG) and disclosure policy were determinants of decision to adopt XBRL voluntary. This study also found that the volunteers were followed by more analysts compared to firms that did not participate in the SEC’s XBRL program. However, this study failed to support the hypothesis that XBRL voluntary adoption leads to a lower cost of capital.   
This research provides insight to capital market authorities planning to promote XBRL as the standard of financial reporting.  Since there is no incentive from capital market in terms of lower cost of capital, authorities should provide other incentives to encourage the adoption of XBRL.
