
Dear Colleagues,

When the new Government took over this year, there was

widespread skepticism on several counts. The first apprehen-

sion was whether reforms could be sustained. The second one

was whether Government expenditures could be curtailed.

And the third one was whether the pressure for enhanced wel-

fare measures could work against the economic fundamentals

of the country. 

In the last four months, we have had both good news and bad. The inflation rate, after show-

ing an alarming tendency to increase, has started going down, albeit very slowly. FDI is showing

signs of picking up and Q-3 results are likely to be better than the first six months of the year.

Decidedly, the downturn in the first few months could have become worse had corrective mea-

sures not been properly applied. What is encouraging is that all the apprehensions have been very

largely dispelled within this very short time frame.

The Prime Minister has gone on record in India and abroad to reconfirm that the pace of

reforms will not slacken. He has gone further to say that financial sector reforms, which are ongo-

ing, will also pick up momentum. This is good news for us simply because financial sector

reforms necessarily imply a greater bias on accountability and transparency. 

As a community of accounting professionals, it is our duty and our particular skill to help

bring about accountability and transparency. These two items require a greater stress on the appli-

cation of standards and a greater degree of ethicality. To what extent the community responds to

the challenges of financial reforms is something that will perhaps be the first determinant of the

success of the reforms themselves.

What is it, specifically, that will be required of us? For one, we need to understand that our

grasp of the totality of an organisation’s activities has to be sufficiently in-depth, so that our

reports to the shareholders of companies in the finance sector are more meaningful. This is an

issue which has been much debated all over the world since, how much of business knowledge an

auditor exhibits – while it may be good for a stakeholder, may not be equally good for the com-

pany since much of the business knowledge is privileged, and the auditor’s report is a public doc-

ument. The ethical issue here is on how to draw the dividing line. Having said that, let me also

point out that the alternative is certainly not to form an opinion on a piecemeal or even a sectoral

basis. For, the whole purpose of bringing about reform is that those who wish to invest in India

should have a global and yet a very material picture of the vehicles through which they would

invest. 

The other point which is important for us to consider in context is to the extent to which we
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can relate to the totality of reforms. Because, reforms, specially in the financial sector, mean on

the one hand, principled controls, and on the other, a greater reliance on the corporate’s funda-

mental understanding of its responsibility to the society at large.

On the matter of principled controls, I think we should note that this will really define the

shape of things to come. Rule-based controls have increased to such a huge number that it is

almost impossible for anyone to appreciate their macro-level effects. The problem for us, so far

as controls based on principles is concerned, is that these will imply a greater degree of judge-

ment. Therefore, they will also imply a much higher level of understanding of the organisation’s

internal and external realities. We need to work in this area and we need to frame our own guide-

lines for dealing with such a new set of controls. Even the Reserve Bank of India now realizes

that it is reaching the limit beyond which Central Bank control will only provide diminishing

returns.

Coming now to the Institute’s affairs, I am happy to report that Campus Interviews for the

current season are not only in full swing but are also being participated in very enthusiastically

by a large number of companies. What is more encouraging is that the smaller centers like

Hyderabad and Bangalore also have had a large number of companies participating in the inter-

views being held there. We have opened two new centers at Pune and Jaipur and the response

there also has been very positive. 

I am happy to inform you that initiative on capacity building in Indian firms has gained

momentum.  The report of the Committee appointed for this purpose has been approved by the

Council. In order to strengthen the profession, it has been decided to promote mergers of firms.

However, the possibility of demergers has also been kept in mind and therefore, an exit option,

in those cases where mergers do not work out, has also been kept open for a limited period.

Networking of Indian firms has been allowed, so that the total strength of the firms in the net-

work can be used for taking on different assignments. The Institute will of course, regulate the

process of networking. The detailed rules for mergers, demergers and networking will be put up

on the website of the Institute at the earliest.  

Carrying the capacity building initiative further, the council has also recently allowed cor-

porate form of practice in the fields of management consultancy as defined in our Act and

Regulations.  Subject to certain conditions that need to be complied with, members carrying on

such corporate form of consultancy will, on the one hand, be able to retain full time COP and on

the other, get the advantages of a level playing field vis-à-vis other players in the market.  I am

sure this would be a big boost to the profession.

Further, since the opening up of the insurance sector, there has been a great demand in the

insurance industry to allow Chartered Accountants to render insurance brokering so that the

expertise of the Chartered Accountant can be used for determining the best way of adequate and

appropriate insurance cover at the most competitive rates.  The demand has further increased

due to implementation of tariff less regime.  After detailed and elaborate discussions, the

Council has approved of corporate brokership for the members in the area of insurance.  The

details and conditions of the same shall be put up on the website shortly.  We believe that such a

move, while providing an encouragement to the CA profession, will also be of great service to
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the trade and the industry. 

There also is some good news for those who wish to expand their professional activities

to other countries. We had earlier advertised through our web-site that the Government of

Afghanistan was looking at Indian Chartered Accountant firms to help them out on various

matters. Many firms had applied. Now comes the news from Jamaica. The Government there

is interested to have the assistance of about 20 young Indian Chartered Accountants for

Financial Management. The Indian High Commission there had been instrumental in putting

us in touch with the right people there and we are grateful to them. The advertisement has

now been put up on out web-site and I am sure that quite a few of our younger members

would be interested. It all goes to show the growing popularity of Indian Chartered

Accountants all over the world.

Recently, we have had several international conferences - at   Trivandrum, and in Sri

Lanka and Dubai.  At Trivandrum, it was a joint ICAI and ICA Sri Lanka Conference. The

number of participants was large from Sri Lanka and India as well and the inputs from the

various Faculty also very interesting. Our links with Sri Lanka are growing, and the mutual

professional appreciation was proof of that. To further cement these relationship the

Auditing and Assurance Standards Board has also held a recent conference in Sri Lanka

itself, which was also highly appreciated. The Committee for Members in Industry recently

held a conference in Dubai with the Dubai Chapter in the month of September.  The growing

enthusiasm of our members abroad for such interactive forums is proof of the cementation

of their links with the mother Institute.  These are very meaningful initiatives and will surely

result in a broader global base of professional understanding.

At the end, I would like to share with you my personal vision of the future. That vision

is not just for our community, but one that takes in our community as part of a very strong

India. We can do that through maximizing our understanding of our past and our present to

focus on the future. As Indians, we have a glorious past and we must take pride in it; but we

must as a nation also now go beyond it and professionals like us must lead the way.  
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