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l. FOREWORD

1 This proposa was prepared for discusson at the seminar on globalization during the annua
mesting of the Conference of European Statisticians, June 10-12, 2003.

2. The author benefited from reading severa papers’ to be discussed a the seminar before
preparing this proposa. Thetitle of this proposd is, in fact, borrowed from a phrase in the paper by the
United Kingdom's Office for National Statistics. Many other points made in these papers have inspired
elements of this proposal. These points are not necessarily repeated or explicitly referenced herein, but
they are nonetheless appreciatively acknowledged.

3. The author also gratefully acknowledges the contributions made by Paul Johanis and John
Flanders of Statistics Canada.

! A French translation of this paper can be found on the ECE Statistical Division website. The French version of this
paper was provided by Statistics Canada.

?Prepared by Richard Barnabé.

% The papers are listed in the references.
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. INTRODUCTION

4. A multinationa enterprise (MNE) isafirm that has productive capacity in a number of
countries. The profit and income flows it generates are part of foreign capitd flows moving among
nations.

5. The role of multinational enterprises, or transnationd corporations, becomes more important as
countries adopt more open outward oriented approaches to economic growth and development. Loca
markets throughout the world are being deregulated and liberdized. Asaresult, foreign firms seek to
locate part of the production processin other countries which may have cost advantages, such as
cheaper sources of labour, raw materials and components, or in some cases preferentia government
regulations and tax treatments.

6. Many people are concerned with the role of the MNESs, and identify a number of issues
associated with foreign direct investment. Equally, economists and politicians argue that MNE activity
can drive growth and development. In truth, the arguments put by both sdes are likely gpplicablein
certain countries with certain MNEs & certain times.

7. From the point of view of nationd atigticd offices (NSOs), it has become amore pressing and
ggnificant chdlenge to provide illuminating ingghts into the functioning and role of multinationd
enterprises. MNES, however, operate across geo-political boundaries and do not necessarily regard
these boundaries as dominant factors in determining their forms of organization and information systems.
These decisons are driven by many considerations, such as market conditions, efficiency and optimizing
atax pogtion.

8. It isdifficult for MNEs to stisfy in a coherent way the information requirements of individua
nationd datistica offices that gpproach them separately, whether in each nation in which they operate or
a therr heedquarters. Survey instruments often vary from agency to agency in terms of concepts,
classfications, timing and so on.

0. This paper proposes an experimenta project that would serve as alaboratory for the
internationd gatistica community to develop better ways to “see the whole dephant” in terms of dedling
with MNEs. It describes how this experiment would function and its benefits for both nationd Statistical
offices and multinational enterprises. Findly, it proposes atimetable to implement the project.

1. THEISSUES

10. Multinationd enterprises have a potentialy dramatic impact on a nation’s economy, from the
volume of goods and services they export and import to the labour income they generate for the
domestic workforce. Measuring their impact on nationa economiesis critical for NSOs. MNEs
increasingly take advantage of more liberd trade environments and modern technologies to integrate
their activities across national borders. Their structures and information systems are designed
accordingly and may not correspond to the concepts used by, and/or the territorid jurisdictions of
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NSOs, potentidly leading to gaps, duplications or other anomaies in the measurement of the activities
of MNEs by NSOs. This can have negative consequences such as biases in national economic statistics,
Gross Domestic Product (GDP) cdculations, and trade and baance of payments statistics.

11. Understanding the behavior and impact of MNEs is aso important to assess the effects of
globdization. A MNE'sinvestment may result in asgnificant injection of capitd into the loca economy
of agiven area. It may provide jobs directly or through the growth of local ancillary businesses, such as
banks and insurance companies. It might initiate a multiplier process, generating more income as newly
employed workers spend their wages on consumption. Conversdly, the impact may be exactly the
oppogite if an MNE moves out of an area.

12. MNEs may dso provide knowledge transfer to employees, thus creating a more highly skilled
workforce. These skills may be transferred to other areas of the host country. Often management and
entrepreneurid skills learned from MNESs are an important source of human capitd. In addition, MNEs
will contribute tax revenue to the government, and may purchase existing assets.

13.  Statistics Canada has conducted research into how multinational enterprises function in Canada.
For example, studies have determined that, far from being passvely dependent on research and
development from their parents, foreign-owned firmsin Canada are more active in R&D than
Canadian-owned firms. They are dso more often involved in R& D collaboration projects both abroad
and in Canada.

14. A comparison of the extent and impact of innovation activity of domestically and foreign-owned
firms shows that foreign-owned firms innovate in dl sectors more frequently than Canadian-owned
companiesin dmos al Sze categories. They are so more likely to introduce world-first rather than
more imitative innovations.

15. In addition, foreign-controlled new plants have become an increasingly important source of
productivity growth relative to their domestic-controlled counterparts over the last three decades.
Pants garted by foreign-controlled firms have become increasingly large and more productive
compared with those opened by domedtic-controlled firms.

16. Many other issues require andysis, which is dependant on the availability of sound information.
17. S0, how to best ensure the accurate measurement of the activities of multinationd enterprises?
How to best assess the impact of foreign MNEs in a given country and the impact abroad of MNES
based in that same country?

V. A POSSBLE SOLUTION

18. Idedlly, it would take a worldwide statistical agency with the data- collection capability and
authority of anationa statistica office to measure properly the activities of MNES. Assuming that such
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aworld agency isnot in the cards for the foreseedble future, if ever, could the issue of multinational
enterprises be approached from a different perspective?

19. Isthere an dternative to having severd nationd datidticd offices ded on an individud bass with
the affiliates of amultinationa enterprise operating in their respective countries or with the head office of
the MNE?

20. Instead, what if the MNE itself were to supply each nationd datistica office with information
pertaining to its operations in that country, with the possibility of sharing this information with the
datigtical agency in whose country the MNE is headquartered? Would such an arrangement be
conducive to more integrated, coherent information being provided to NSOs? Would it make it easier
for MNEsto satidfy gatistica requirements and aso ease their response burden?

21.  Thisisnat, of course, awholly new idea. The notion of standardized and/or co-ordinated
guestionnaires has been used or experimented with on severa occasions. Ongoing efforts at
standardizing concepts and classifications are important steps towards making statistics more
internationaly coherent and comparable. Foreign Affiliates Trade Surveys and joint efforts such asthe
Coordinated Portfolio Investment Survey have been very successful variations on that theme.

22. However, they have dl had limitations. Standardization has been hampered by severd
congtraints, such as variances in revison schedules among countries or blocks of countries and the cost
and impact on time series of adopting new or revised sandards; the benefits of standardization must be
compdllingly demongtrated if those congtraints are to be overcome. Confidentiaity congraints require
that only highly aggregated, and not dways fully coherent data, be shared among nationd datidtica
offices, or made available to internationd datistical bodies. Thislimits the depth and scope of analys's
about the behaviour and impact of multinationd enterprises.

23. Could ajoint effort by severd nationd Satistica offices, respecting the legal congtraints within
which they must operate, dlow — indeed convince — multinationa enterprisesto participate in an
experiment amed a improving the Sate of the art in economic gatistics by deding with a collective of
nationa Satistical offices as they were deding with aworldwide Satistica agency? This paper
proposes such an experiment. For now, let uscall it the* MNE Project”.

V. HOW WOULD THE MNE PROJECT WORK?

24.  The MNE Project would be a“laboratory” for the internationa statistica community to develop
better ways to “ see the whole dephant” when dedling with multinationd enterprises. It entails
egtablishing an experimenta process/vehicle to obtain ingghts into the problems, and potentid solutions
thereto, associated with measuring the activities of MNEs.

25.  Theproject should start with four to eight nationa Statistica organizations. Each would identify
volunteer multinationa enterprises (say threeto five) that are headquartered in their country and that
preferably conduct operationsin most of the other participating countries.
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26. Each participating NSO would designate a co-ordinator to manage relations with participating
MNEs headquartered in that country”. Initial engagement with the MNEs should occur at the CEO level
(Head of MNE and Head of NSO), and should be supported by advocacy from international bodies
such as the OECD, the IMF and Eurostat. Once agreement is obtained, the co-ordinator takes over.

27.  Standardized inquiries would be addressed to the MNES, requesting that they forward to the
participating nationd datistica offices the information pertaining to their respective activitiesin those
countries. The detailed content of these inquiries remainsto be specified. However, it should start with
behavioural, structurd and record keeping issues because of their implications for the standardization or
harmonization of statistical practices. Enterprise” level information on production, trade (both inside and
outside the company) and baance of payments information could be added later.

28.  Andectronic data collection (EDC) module® would be installed in each participating
multinationa enterprise and nationd datistical office. Thiswould dlow secure transfer of information
from the MNE to those NSOs to which it has agreed to provide information. Each NSO would
compare the information obtained from the experiment with the structurd information it possesses on the
MNE, or with the production or trade information it obtains from its own data collection activities.

29.  Any discrepanciesthat are identified could be analysed by the statistica agency, fully respecting
confidentidity congraints. It ishoped that generd conclusions about the source of these discrepancies
(concepts, definitions, tax optimization strategies, and so on) could be shared and discussed anong
participating Satistical agencies and international bodies. Informed consent would be sought from the
MNEsto dlow the data supplied to a specific nationd statisticd office to be shared with the agency in
the nation in which the MNE is headquartered. 1t would be made very clear that each recipient NSO
would keep dl identifiable information totally confidentid. It would not be shared with any other
participants, let done with third parties. Informed consent to let the home and host NSOs access the
information would greetly enrich the andyticd potentid of the experiment. It would not, however,
invaidate it if consent were denied.

30.  Atfirg, the MNE Project would see the volunteer nationd datistical offices working in a“city
group” mode. It is proposed to ask an existing city group, the International Roundtable on Business
Survey Framesto include the MNE Project as part of itswork program. The Roundtable, like dl city
groups, ismost ussful when engaging in a concrete, and often experimenta, work program, particularly
one with the long term horizon envisaged by this proposal.

31.  Why the Roundtable? If aworldwide Satistical agency existed, developing a Business Register
for MNEs, with the atendant profiling, classfication and Satistical unit consderations would likely be

* The co-ordinators’ role as the author envisages it would in some ways resemble that of Statistics Canada’s Key
Provider Managers (KPMs), account executives that co-ordinate all contact between key large businesses and
Statistics Canada. This approach wasinspired by asimilar practice at the Australian Bureau of Statistics.

® Establishment level information could also be considered if possible.

® Statistics Canada has devel oped such an EDC mechanism for dealing with large businesses. A simple version could
beinstalled in each participating MNE and NSO. Statistics Canada could provide technical support.
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among itsfirg priorities. The Roundtable participants are experts on Business Regigters. They are well
positioned to handle the practical aspects of launching such an experiment. In addition to NSOs, other
important stakeholders (OECD and Eurostat) participated in the last meeting of the Roundtable. The
IMF and the United Nations Statistical Divison could aso join for the purpose of the MNE Project.

32. Theandytica scope of the MNE Project, however, extends well beyond the main interests of
the Roundtable. It could serveto obtain insghts, validate assumptions and test various approaches to
data collection for multinationd enterprises. Thiswould be done from the observation point of an MNE
itself as opposed to the fragmented observation points of individua nationa Statistica offices, but with
the participation of severa NSOs. It would test the cgpability and willingness of MNESto report in this
fashion. It could yield major andytical insghts into the behaviour of MNEs and feed empirical evidence
to severd ongoing standardization efforts in the areas of concepts and classfications. Ultimatdy, it
could lead to common internationa practices anadogous, & least in spirit, to those brought about by the
Co-ordinated Portfolio Investment Survey.

33.  Therefore, we are also recommending the creation of a Project Steering Committee for
the MNE Project. It should include senior officials from the participating NSOs and from
major international stakeholders (e.g. OECD, IMF, UN and Eurostat). Its mandate would be
to ensure clarity of objectives, appropriate linkage mechanisms among concer ned bodies, and
toreview and forward major findings and recommendationsto the Conference of European
Statisticians and the United Nations Statistical Commission.

VI.  INSIGHTSTO BE GAINED

34.  Theexperiment would shed light on whether there are biases in nationa economic Satistics
caused by gaps and/or overlaps in the coverage of the activities of MNESs by NSOs. It would help to
determine whether any such gaps and/or overlaps can be attributed to specific factors and whether the
impact of those factors can be dleviated by the NSOs further sandardising their practices in the
following aress

Definitions of forms of organization, and of owner ship and control: Do Satistical practices
reflect how MNESs themselves define and view these issues from a management perspective (for
example, full ownership, portfolio participation with or without control, joint ventures, consgnment
arrangements whereby no ownership changes occur, etc.). How fluid are these structures, and
what mechanisms can best keep track of them? A modest experiment conducted jointly by
Canada and the United Kingdom in 1999 under the auspices of the Internationa Roundtable on
Business Survey Frames reveded sgnificant asymmetries in this regard among the views of the
concerned dtatistical agencies and MNES. Such asymmetries can cause gaps and/or duplications
and thus affect coverage of the MNEs by the NSOs.

Statistical unitsand how they relate to the bookkeeping practices of MNEs: What entities
are meaningful to MNEsin terms of accounting? What is the best source from which to obtain
accurate accounts about these entities? Isit anationa establishment or an internationd
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headquarters? How do MNEs define, measure and dlocate profit (by product line, geographic or
organizationd entity)? How do they decide upon and account for the transfer pricing of goods and
services and the crestion and sharing of knowledge assets? How do these practices impact on the
ability of NSOs to define statistical units and measure value added for the various component parts
of an MNE?

Chart of Accounts: Can the gatisticad community define acommon “Chart of Accounts’, a
gructure of financid accounts that dlows the linking of bookkeeping practices of enterprisesto the
System of Nationa Accounts (SNA) concepts, for MNES and perhaps for businessesin genera?
Could this Chart of Accounts be used in conjunction with the emerging XBRL (eXtensble Busness
Reporting Language, arapidly emerging standard for business and financid reporting) to evolve a
datistica reporting framework compatible with business practice, commercid accounting software
and SNA concepts? (Appendix 1 provides more details on the Chart of Accounts and XBRL).

Classifications: How do MNESs define and keep track of their activities and outputs? Arethese
definitions compatible with the frameworks used by satisticians? It is not suggested that MNE
redities should drive ongoing efforts at revisng and harmonising standards and definitions. They
should, however, be important consderations given the importance of globalisation and the mgor
role of MNEs in that process. Severa ongoing efforts could benefit from the experience.

The NAFTA countries (United States of America, Mexico and Canada) and Eurostat, representing
the EEC countries, are engaged in a convergence exercise for their respective industridl
classfications, NAICS (North American Indugtria Classification System) and NACE
(Nomenclature des activités économiques de la Communauté Européenne). That exercise will be
an important input into the next revison of the United Nations' Internationd Standard Indudtrid
Classfication (1SIC). Assessing the suitability for MNES of what is being envisaged isimportant.

Similar efforts are being undertaken for the product classfications. The NAFTA countries are
developing a demand based North American Product Classification System (NAPCS), focusing at
first on sarvice products. This effort is being aigned with development of the UN’s Centra Product
Classfication. Alignment with the IMF S Extended Baance of Payments Services (EBOPS) isdso
acondderation. Thiswould be done in order to achieve better comparahility, if not total
harmonisation, of dtatistics on the domestic production and internationa trade in services, services
being the fastest growing component of many economies. MNEs are mgor playersin the
production and trade of services and must be key considerations in evolving services classfications.

The MNE Project could be alive “test bed” for these developments. The project could be an
improvement over relying solely on the traditiona consultation processes. These processes do not
necessarily contextudize the issues. That can make it more difficult to fully seize the practicd
implications of what is being envisaged.

REALITY CHECKSAND MANAGING EXPECTATIONS
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35.  Thisproject isambitious and its scope could easly reach unredistic and unmanagesble
proportions. It will be important to maintain the focus on testing the notion and mechanics of aMNE
dedling with severd, and perhgps eventualy very many, NSOs in an integrated fashion, through the
offices of a coordinator from the NSO of the home country of the MNE'. Theinitia god will beto
obtain empirica information to support standardising efforts and to optimise nationd data collection
approaches’. The scale of the experiment must also be commensurate with the limited resources thet the
participating NSOs will be able to assign to it. Having the experiment carried out as a priority by an
exiding city group should help to limit its cog.

36.  Thefirg task will be to prepare cogent arguments to convince multinationa enterprisesthat it is
in their benefit to participate in the MNE Project. It must be stressed to them that as globalisation
increases, the avalability of rdevant, high-quality and credible satisticd information, at the nationa and
internationa leves, isincreasngly dependent on the NSOs' ability to properly measure the economic
activitiesof MNEs. Better, more coherent information illuminates the ddliberations of nationa and
international policy makers, and can lead to better informed regulatory and legidative decisons that
permit markets to function better. Moreover, the higher expectations of financid markets regarding
trangparency of disclosure and governance practices could encourage MNES to participate in an
experiment designed to improve publicly available aggregate information that they can use to andyse
markets and compare and benchmark their results.

37.  The OECD has dready published guiddines for multinationa enterprises, which provide
voluntary principles and standards for responsible business conduct consstent with gpplicable laws.
Among these guiddinesis that MNEs should ensure that timely, regular, religble and rdevant
information is disclosed (to NSOs, inter did) regarding their activities, Structure, financia dtuation and
performance.

38.  Theguiddinescdl for thisinformation to cover the whole enterprise and, where appropriate,
business lines or geographic areas. The disclosure policies of an enterprise should betailored to its
nature, Sze and location, with due consderation to costs, business confidentiality and other competitive
concerns. These guiddines will be an important input to the MNE project.

39. For the MNEs, the project may offer the prospect of data reporting requirements being better
aigned with their structures and information systems, making it easier for them to respond to surveys a
ether the headquarters or affiliate level. If they seethat asared posshility, they may be prepared to
participate in the MNE Project while continuing to respond to the regular surveys.

40. In atempts to shed light on such issues as transfer pricing and tax optimization Strategies,
however, the Project must be redlistic about the fierce competition among nationsin the process of

" This approach may not be suitable for offshore headquarters, agrowing issue for official statisticians. It may be
desirable, in these cases, to experiment with a variation on the approach suggested in this paper. For example,
appointing a“coordinator” from the NSO of a country wherethe MNE isvery active.

8 A more distant goal could be to use thisintegrated approach to obtain annual high level enterprisewide
information for MNES, or to carry out harmonized Foreign Affiliates Trade Surveys.
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attracting investment, and of the MNES' concern about protecting the details of their Srategies. The
fact that thisis an experiment will help the Project dear early hurdles. However, sengtivitiesin this
regard will certainly come into play.

41.  Atany rate, the project and its goaswill have to be adjusted as time goes on.
VIIl. A PROPOSED ACTION PLAN
42. Here is arecommended timetable for launching the MNE Project:

43. Immediately: An agreement in principle a the June Conference concerning the project’s
generd objectives and method of operation. The potentid participants and other mgor stakeholders
would be identified. In addition, the conference should gppoint a Steering Committee.

44.  June 2003 through September 2003: The Steering Committee refines the Project’ s terms of
reference and objectives, including the priority lines of inquiry for the experiment and go/no go check
points. Theterms of reference should be presented to the Roundtable at its next meeting (October 26
to 31, 2003). A dot in the Roundtable s agenda has been tentatively reserved by the author for this

purpose.

45, November 2003 to April 2004: Each participating nationd statistica office appoints a co-
ordinator for the project. Multinationa enterprises willing to participate are identified. Project
participants (a sub-set of the Roundtable members) ingtal and test in the MNESs and NSOs the
Electronic Data Collection vehicle to be used for the experiment. They design a questionnaire and a
detailed work plan for thefirgt iteration of the experiment.

46.  May 2004: The Steering Committee reviews the detailed work plan for formal presentation and
discussion at the CES conference in June 2004.

IX.  CONCLUSION

47. Multinationa enterprises operate across geo-politica boundaries. They often pay little or no
attention to these boundaries in structuring their operations and bookkeeping practices. Asaresult, itis
difficult for MNEs to satify in a coherent way the information requirements of nationd datistica offices
that gpproach them in each of the countries where they operate, likely in disparate ways.

48.  The MNE Project stems from athought experiment: assuming that aworld statistical agency is
not in the cards, could the issue of collecting data from multinationa enterprises be gpproached from a
different perspective? A co-ordinated effort among satistical agencies, with the co-operation of
multinationd enterprises and active involvement of internationd agencies, could be one solution to the
search for better ways to “see the whole elephant”. The concept isworth testing.
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APPENDIX 1: STANDARD CHARTSOF ACCOUNTS, XBRL, INTERRELATIONSHIPS
Standard Charts of Accounts

A Chart of Accountsis a classfication system for financid reporting. Charts of Accounts can be
developed by individua businesses and indugtries for their own internal use. Charts of Accounts can
aso be developed for widespread use—in particular for meeting the standardized reporting
requirements of regulators, investors, financid intermediaries and statistica and tax agencies. A
Standard Chart of Accountsisafinancid classification developed for widespread use.

Stetistics Canada has developed a Standard Chart of Accounts. Thisis being used in the collection and
dissemination of information rdating to financid position and performance. The classfication is based
on common and accepted accounting practicesin Canada. It covers Six coreitems. assets, liabilities,
equity, revenues, expenses, gainsand losses. Each of the six itemsis subdivided, in hierarchical fashion,
into further levels of detail. The more aggregate levels condtitute a Statistics Canada standard, the use
of which is mandatory in the dissemination of business financid data by Statistics Canada. The more
detailed levels congtitute a recommended standard, the use of which represents a best practicein the
dissemination of financid information. The classfication covers commercid and indudtrial busnesses,
financid intermediaries, aswell asinsurance activity.

Statistics Canada s adoption of a Standard Chart of Accountsis motivated by two basic objectives.
Thefirg isto disseminate data that are coherent, which isto say that the various datasets disseminated
by Statistics Canada should be produced in a consistent manner so that they can then be analyzed
together in ameaningful way. Coherenceis an dement of the Statistics Canada Quality Assurance
Framework. The second objective isto provide an explicit framework to which adminidrative (tax)
data can be mapped, and to thereby facilitate increased use of data from adminigtrative sources.
Increased use of adminigtrative data—together with areduction in the use of survey questionnaires—is
an important dement in Statistics Canada s efforts to reduce respondent burden and decrease the cost
of gathering datistical data.

XBRL

XBRL—eXteng ble Business Reporting Language—is arapidly emerging standard for business and
financid reporting.

XBRL isan XML-based language; it can be described as XML for business reporting. XML—
eXtensble Mark-Up Language—was created by the World Wide Web Consortium as afree public
gandard for information exchange. XBRL isadso being developed as afree public sandard. Theterm
“eXtengble’ refersto the cagpability of these languages to be extended to incorporate user
modifications.

Overseeing the development of XBRL globally isthe XBRL Internationd Steering Committee (1SC).
The ISC is dected to manage the international XBRL consortium and includes representatives of
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regulatory agencies (such asthe FDIC, the Federa Reserve), software vendors (such as Microsoft and
Fujitsu), financid service ingtitutions (such as Deutsche Bank), mgor accounting firms (such as PwC
and KPMG) and representatives from member jurisdictions (such as Canada, the United States and
Augrdia).

Asis characterigtic of mark-up languages, XBRL-formatted documents include “tags’, which are pairs
of angle brackets gppearing before and after data points, and which provide information relating to
those data points. Tags are used in some languages to provide ingructions relating to print formats. In
XBRL, the tags contain metadata, which describe the meaning and context of the tagged data. For
example, the tagging may indicate that a particular data vaue relates to a specific type of asst; thet it is
defined in a pecific manner; that it comprises a number of more detailed categories, and isincluded in a
much broader aggregation. Tagged data can easily be read by machines or, with difficulty, by humans.

XBRL-formatted output can be generated in a number of ways, including usng commercid accounting
software and using commercidly-available XBRL tools. Mgor software companies are now bringing
such products to market.

With increased pressure for trangparency in reporting and for easily accessble and coherent data,
XBRL has generated consderable interest.

XBRL ison the verge of achieving the critical mass needed to become a viable, widdly-used, standard.
The coding specification has been meticuloudy examined and upgraded by software vendorsto reflect
the functiondity required by end users. In addition, the detailed financial classfication systems needed
to support XBRL are undergoing find review. The classfications are the result of intensve work by
accounting experts and by speciaistsin dassficaion generaly.

How do Standard Charts of Accountsfit into XBRL?

A financia classfication system isanecessary input into XBRL. The classfication providesthe
structure needed to make sense of the individua data points, to describe those data points, and to relate
them to other data points & the same or different levels of aggregation. When prepared in XBRL-
compliant form, the classification is referred to as a taxonomy. Each taxonomy comprises names,
definitions, and caculation details for each class within the subject classfication.

At various stages of their development, the various financid classfications have dl been put into XBRL-
compliant form. Initidly, taxonomy building was a very labour-intensive process. Now, taxonomy
building isincreasingly undertaken with the help of speciaized software. Such software is becoming
more readily available from commercid sources.

In Canada, the GAAP standards (the basis for the Statistics Canada Chart of Accounts) are aso being
developed as a Canadian GAAP XBRL Taxonomy. The classfication covers commercid and
industria businesses. It has asits garting point the US GAAP Taxonomy being developed by experts
in the United States. Work on integrating the Canadian and US classficationsinto asingle North



CES/2003/13
page 12

American Financia Reporting (NAFR) framework is now underway. Ultimatdy, the financia
classfication can be expected to have the same North American—and broader—orientation as do the
industry and product classfications. In the meantime, the Canadian GAAP Taxonomy, when finalized,
will be digned with the Statistics Canada Chart of Accounts.

In future, it is expected that a variety of XBRL taxonomies, including the Statistics Canada Chart of
Accounts and the North American Financid Reporting taxonomy, will be fredy available on the
Internet. They would dso beincluded as optiond formats in accounting software.

For an individua business, reporting on the basis of these Standard Charts of Accounts requires that
accounting records be kept on this same basis, or that the records be mapped to these standards. The
mapping option can be expected to be the one most commonly chosen. Mapping is a one-time task.
Specidized toolswill soon be commercidly available to facilitate that task.
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