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A Global View on Corporate Governance

Corporate Governance is clearly a critical factor 
in economic stability and organisational success. It 
is closely connected to financial reporting and the 
quality of that information affects the quality of 
decision-making at every level. 

The past few years have challenged the companies and boards in serious ways. As a result of  
the global economic crisis, the importance of strong corporate governance has been highlighted. The 
author, Ms. Olivia Kirtley, the first female President of International Federation of Accountants (IFAC) 
and former chairperson of the Board of Directors of AICPA, in this article, has presented an impressive 
view on the subject of corporate governance. Recognised as one of the top corporate directors and  
governance professionals in the USA, Ms. Olivia discusses about the gaps that exist in governance 
and how our accountancy profession is best positioned to help address those gaps. The author 
also recommends ways in which our accountancy profession can best serve for the improvement  
of global corporate governance. Read on…

Ms. Olivia Kirtley
(The author is the President of 
IFAC, who may be reached at 
laurawilker@ifac.org.)
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My perspective on this is greatly colored by my 
experience inside the boardroom, as a non-executive 
director of three publicly listed companies, and  
from working with directors of other companies who 
are striving to improve their effectiveness. I know, 
from my interactions with these directors, that they 
would be delighted if the accountancy profession 
would take a greater leadership role in helping 
them progress. They sincerely want to improve 
their performance, but often need more guidance in  
order to know how.

The Financial Reporting Supply Chain
Both the financial reporting and governance  
are integral to the “financial reporting supply 
chain”—the process, by which financial reports 
are prepared, audited, disseminated, and used. 
Compiling, auditing, and disseminating high- 
quality financial information is what we do as 
accountants. 
There are many other components of the financial 
reporting supply chain, including:
• Those responsible for originating information—

financial preparers, management accountants, 
CFOs, boards of directors, and other decision 
makers. It is important that these have effective 
corporate governance arrangements and clear 
ethical codes. 

• Financial reporting standards—which provide 
the basis by which financial information is 
measured, described, and evaluated. Financial 
reporting standards also provide the language 
by which the information is communicated 
throughout the chain. 

• The external auditor—who provides an 
independent, skilled assessment of an 
organisation’s financial statements. The 
objectivity of the external auditor’s assessment 
provides all stakeholders, including society at 
large, with the assurance that the information 
contained in the financial statements is  
reliable.

• Auditing standards—which are used to perform 
a quality examination of financial statements. 
Like all standards, they are designed to ensure 
that the services provided by the auditor are of 
high-quality, ethically informed, and within legal 
rules and expectations. These standards provide 
a critical link between the auditor’s work and 
the work of the regulator protecting the public 
interest, and 

• Audit oversight regulators, securities regulators, 
credit rating analysts, investment analysts, 
investors, and members of society. 
Every component of the financial reporting  

supply chain is necessary to deliver a high-
quality outcome. But it is important to recognise 
the complexity of the process and the array of 
participants, systems, and processes involved. 
If we keep this in mind, we remain aware of our  
roles and the profession’s role as a component of a 
larger process. 

When there is a corporate failure, the world 
often focuses on the external auditor and how  
they might have failed. But experience has taught 
us that such failures can never be attributed  
to just one stakeholder. We generally see a  
breakdown at multiple levels in the financial 
reporting structure. 

Some of these breakdowns have led to high-
profile organisational failures. And, in turn, these 
have led to the imposition of additional rules and 
requirements, as well as subsequent time-consuming 
and costly compliance efforts.

In the wake of the financial crisis, I attended 
a meeting, in London, of 20 directors from many  
of the largest global financial institutions, most of 
whom were audit and risk committee chairs. We 
met to discuss common governance challenges  
and how to better carryout our control and risk 
oversight responsibilities. An analogy given by 
one participant was about which train we would 
want to get on for the future–one that had devoted 
time and resources in upgrading its infrastructure 
and signals—or one that continued to operate in  
basically the same way it had before the last wreck, 
with a few added checkpoints and reports along 
the way. The point—which is still relevant today—
was that we need to devote much more time to 
encouraging infrastructure and signal upgrades 
rather than developing plans about how to recover 
from a wreck. 

Every component of the financial reporting supply 
chain is necessary to deliver a high-quality outcome. 

But it is important to recognise the complexity of 
the process and the array of participants, systems, 
and processes involved. If we keep this in mind, we 
remain aware of our roles and the profession’s role 

as a component of a larger process. 

46



Future Perspective

www.icai.org 47THE CHARTERED ACCOUNTANT    JULY 2015

Such regulatory action obscures the fact 
that the right kind of corporate governance—
one that enables an organisation to capitalise on  
opportunities while offsetting threats—can actually 
save time and money and promote the creation and 
preservation of stakeholder value.

It is about more than compliance with regulatory 
requirements. IFAC believes that successful 
organisations have governance structures and 
cultures that extend beyond conformance with 
regulations, supporting the organisations’ efforts to 
improve performance.

Indeed, despite the existence of sound  
governance codes and standards, it is often the 
application of such guidelines that fails or could be 
further improved.

One of the things I do in my consultancy  
business is work with public company board  
members to help them gain new insights and 
techniques to better carry out their governance 
responsibilities. Clients are always most appreciative 
of the “take aways” from these sessions: ways 
to improve the quality of information they 
receive, questions they should be asking, follow-
up techniques, and processes to improve their 
effectiveness. And for boards I have joined,  
I have not always been comfortable with their 
information and processes–but without exception, 
they quickly made changes. 

If you believe, as I do, that directors sincerely  
want to improve the corporate governance 
infrastructure and signals, and that they welcome 
expert assistance in doing this, then the role our 
profession can play in helping them address these 
issues, is extremely important.

Governance Gaps
A few years ago I participated in a Corporate 
Governance Study Group sponsored by the 

Rockefeller Foundation. Our charge was to  
examine gaps in governance and suggest ways to 
bridge them. There are three kinds of gaps that 
boards must address: gaps in information, gaps in 
oversight, and gaps in expertise. I am convinced, 
from many years of serving on corporate boards, 
that the accounting profession is best positioned 
to help address those gaps. Information is our 
business. Industry and financial expertise are our 
core competencies. Professional accountants in 
business (PAIBs) are typically involved in planning, 
implementing, and improving organisations’ 
corporate governance. In the US, audit committees 
and our profession initially led the way for  
improved corporate governance. Now the global 
accountancy profession must step up and lead  
the drive to elevate performance in the entire 
governance arena. 

Not only do professional accountants have the 
training and competencies to provide valuable 
inputs to this process, but it is also in our best 
interest to play a significant leadership role.  
Effective governance leads to transparency and 
high quality information. This enables professional 
accountants to do a better job, so it is essential  
that our profession be involved at every level of 
corporate governance.

At the end of the day, effective governance comes 
down to know what information is needed, and then 
having honest, frank, and informed discussions on 
significant issues and risks. Professional accountants 
can contribute greatly to this discussion–both as 
participants and facilitators. 

As the global voice of the accountancy  
profession, IFAC strives to be a positive catalyst 
for more effective governance on a global level.  
We provide guidance to professional accountants 
such as Integrating Governance for Sustainable 
Success, which analyses how PAIBs can support 
their organisations and increase performance by 
integrating governance into the key drivers of 
sustainable organisational success. In addition, 
International Framework: Good Governance 
in the Public Sector can help improve and 
encourage effective public sector governance and  
improve decision making and the efficient use of 
resources. 

Ethics and Professional Skepticism
We often think of our involvement in corporate 
governance from the perspective of accounting 

Not only do professional accountants have the 
training and competencies to provide valuable 
inputs to this process, but it is also in our best 
interest to play a significant leadership role. 

Effective governance leads to transparency and 
high quality information. This enables professional 
accountants to do a better job, so it is essential that 

our profession be involved at every level of corporate 
governance.
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New government risk management rules will  
not be enough to protect investors. Companies 
will need to build new models and capacities to 
assess risks. Directors, senior management, and 
accountants are all on the hook here. And our 
profession needs to be leading the charge, taking 
steps to (1) make risk management and oversight 
a priority, (2) ensure risk is a consistent board  
agenda item, and (3) discuss risk appetite and 
mitigation plans and evaluate whether mitigation 
occurs and is effective. 

Earlier this year, IFAC released From Bolt-
on to Built-in Managing Risk as an Integral Part 
of Managing an Organisation which positions 
risk management and internal control as it was  
originally intended—as a highly relevant and  
useful process for decision and execution support, 
and as a process that boards and management 
naturally use to ensure that their organisation  
makes the best decisions and achieves its  
objectives.

IFAC will continue to be a champion of 
professional ethics. It is one of the accountancy’s 
key differentiators and an essential pillar enabling 
us to build the trust and credibility required to 
serve as trusted advisors to our clients. Professional 
ethics are critical and will continue to be of great 
importance going forward. IFAC supports the 
auditor independence standards set out in the 
Code of Ethics for Professional Accountants, issued 
by the International Ethics Standards Board for 
Accountants. We are encouraged by the progress 
we see on this front and are hopeful that it will 
gain even more momentum going forward with the 
understanding of how such standards can indeed 
promote global growth, financial stability and 
transparency. 

The Situation in India
There is no doubt that good corporate governance  
and quality financial reporting are mutually 
desirable–and intrinsic to improving India’s 
competitiveness and economic growth. 

IFAC supports the way in which the Indian 
government and ICAI have embarked on a journey 
towards globally consistent financial reporting 
standards. We believe that the new Indian 
Accounting Standards (IndASs) will significantly 
support India’s growth and competitiveness. 
And, helping the nation’s businesses, transition  
to the new accounting standards will continue  

firms or PAIBs. But the expertise of our profession  
is greatly needed not only outside, but inside 
the boardroom—as directors and as key players 
interacting with boards. “Financial expertise” 
and “professional skepticism” are two of the 
most important factors for effective boards and  
oversight functions. They are at the core of the 
highly developed competencies of professional 
accountants. 

Having served as an audit committee chair, 
audit quality is and will continue to be, of utmost 
importance to me. For external auditors, corporate 
boards, and their audit committee members, 
the concept of professional skepticism should  
continue to gain in importance. Even when trust 
is well-founded, skepticism is appropriate. And 
skepticism does not mean a lack of trust. Rather 
it means, “I trust you, but my responsibilities 
require me to confirm what you and others tell 
me.” This means that while we can assume that 
everyone is approaching a situation with the best of  
intentions, we must realise and understand 
that they may not have considered all of the 
outcomes or options. And while some corporate 
executives and managers may take this questioning  
stance personally, it’s not personal—it’s good 
business. 

In addition, boards, audit, and risk committees 
must challenge themselves as to their adequacy 
and qualifications for protecting and representing 
investors. Directors must be equipped to ask 
tough questions about transactions, expenses, and  
revenue streams as well as whether they have the  
right people on the board or should seek new 
members with experience to achieve deeper 
understanding. This was highlighted during the 
financial crisis, especially in the area of risk. 

Even when trust is well-founded, skepticism is 
appropriate. And skepticism does not mean a 

lack of trust. Rather it means, “I trust you, but my 
responsibilities require me to confirm what you 

and others tell me.” This means that while we can 
assume that everyone is approaching a situation 

with the best of intentions, we must realise and 
understand that they may not have considered all of 
the outcomes or options. And while some corporate 
executives and managers may take this questioning 

stance personally, it’s not personal—it’s good 
business. 
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cohere the profession at the center of India’s 
economic strategy.

IFAC also lauds the initiatives of ICAI to  
improve audit quality. The Companies Act, 2013 
introduced several new reporting requirements in 
regard to the statutory audit of companies. Earlier 
this year, the ICAI issued guidance on reporting on 
fraud under a section of the Companies Act, 2013 
with the goal of ensuring that the requirements  
and expectations of the section can be understood 
and fulfilled by auditors. 

Global Reforms—A Call to Action 
As professional accountants, we must challenge 
ourselves and our organisations to gain a deep 
understanding of complex business models 
and issues within our charge. That begins with  
continually examining whether we have the right 
people with the right skills working in the critical 
areas of controls and risks–accounting, finance, 
internal audit, and risk management. If our  
staffs cannot explain with some ease what a  
business is doing, the effects, and enterprise-wide 
risks, then how can a board member do their job 
effectively?

This may seem to be an over-simplification 
of how professional accountants can make a  
difference within their own organisations, but we 
need to challenge our business and staffing models. 
We cannot ride into the future with the same  
people and structures that got us to this point.  
We must be vigilant about asking–do we have  
the right people, and what changes in key staff  
should we make to be more knowledgeable and 
effective? 
I believe there are three ways our profession can 
work to improve global corporate governance: 
1. Advocate for strong corporate governance  

in our role of serving the global public  
interest.

 We have to be seen as interested in more than 
our “corner of the sandbox” and be interested in 
all aspects of governance—initiating dialogues 
about what we observe as effective governance 
practices. 

2. Evaluate: We should undertake active 
communication of effective governance 
practices with clients and employers.

 We should consider adding “governance reviews” 
to our suite of services–and communicate 
improvement opportunities (much like we do for 

internal controls). We should share observations 
of what we have found to be most effective 
elsewhere, highlight gaps in company practices 
and ways to bridge them. This would create 
immediate value for companies and the public. 
We should not wait for companies to reach 
out and ask for our input. We need to take the 
initiative.

3. Participate on corporate boards.
 We need to lead by example inside the  

boardroom, as board members, demonstrating 
effective information flow, constructive 
challenge, and strong accountability processes. 
Competencies and expertise have moved way 
up the attribute list for new board candidates. 
Today’s boards seek qualified candidates with 
expertise in risk management, internal controls, 
and varied aspects of financial reporting and 
executive compensation. Accountants can help 
fill these needs.

 This should be a profession-wide effort–to 
champion not only the benefit of professional 
accountants’ involvement with corporate 
governance as information resources for 
boards—but also as valuable assets inside the 
boardroom. This is not self-serving. This is  
in the public interest. 

IFAC supports the way in which the Indian 
government and ICAI have embarked on a journey 

towards globally consistent financial reporting 
standards. We believe that the new Indian 

Accounting Standards (IndASs) will significantly 
support India’s growth and competitiveness. And, 
helping the nation’s businesses, transition to the 

new accounting standards will continue cohere the 
profession at the center of India’s economic strategy.
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