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THE NEED TO ORGANIZE THE PROFESSION

As many of you may be well aware, a considerable amount of my time and efforts recently, have been devoted to the newly formed Arab Society of Certified Accountants (ASCA). I therefore welcome the opportunity today, to explain to you why there is a need for an internationally recognized Arab Accountancy Society, and why any discussion which focuses on “financial accounting in Middle East business; imperatives and implications for the 1980’s ” and which ignores this need , has also ignored a necessary condition for overcoming many of the problems with which we are faced. Today I am here as President of the Arab Society  of Certified Accountants , and therefore I speak not only for myself but for many other leading Arab accountants who, like myself, are committed to this  concept.

Let me start by posing a question: Why should there not be a properly organized Arab accounting profession, with an appropriate Arab professional society, as exists in so many other parts of the world ?

There is no need explain to an audience like this the current and continuing economic importance of the Arab world. Let the statistics speak for themselves: the Arab countries occupy a total land area of about 13  million square kilometers, about one and a half times the land – mass of the USA, spread over a large part of Western Asia and Northern Africa. With a total population of about 180 million, expected to grow to 300 million by the turn of the century, the region is the biggest repository of the most valuable commodity of our times: oil. It accounts for about 2/3 of the world’s oil reserves, with proven reserves of  369  billion barrels, which should last well into the next century . Revenues accruing from these resources are enormous; according to statistics, the income of the Organization of Arab Petroleum Exporting Countries over the past decade was over one trillion dollars, with some of the countries recording the highest per capita  GNP’S  in the world .

WEAKNESSES IN THE PRACTICE OF ACCOUNTING 

The rapid economic growth has meant that our region has been no less vulnerable to the problems of financial management and financial regulation than other economics which have gone through similar rapid development.

Inadequate financial management, with its attendant costs of inefficiency and ineffectiveness, and inadequate regulation, and its attendant costs of fraud and the lack of confidence, have meant that resources have not been employed as purposefully as they might have been .

While these problems have not been due solely to weaknesses in the practice of accounting, these have certainly been a contributory factor. The accounting profession must maintain public confidence and therefore has a duty and a responsibility to seek to overcome these problems, and also to demonstrate that it has the desire and the ability to eradicate its own weaknesses. These weaknesses are all inter-related and can be briefly summarized as follows:

1.
There is a shortage of properly qualified Arab accountants. We are fortunate in being able to buy in professional skills from overseas countries; but even with this, there is still a shortage of accountants in general, and of Arab accountants in particular. A prime requirement of any profession is to ensure that the seed for the future is available; and it is only those who have a long term commitment that can provide this seed.

But let me emphasize that I am not suggesting to do away with the need to employ overseas accountants - indeed, the   ASCA   membership includes an opportunity for overseas accountants to join – but such expatriates will always find it difficult to operate without the qualified local support. It is the interaction of both that I wish to promote.

2.
The rate of change in the accounting world has always been rapid, but now it is accelerating even faster because of the revolution in information technology. The challenges this brings are no less great than the opportunities it presents; but if these are to be met and if the accountant is to keep to the forefront then he needs to continuously reeducate himself.

There must be a greater commitment to CPE  ( continuing professional education ) than at present – a commitment which is best formalized through a professional society , so that it is available to all accountants irrespective of the size or status of their employers and/or employment . The peculiarities of our part of the world, unlike the West, are such that the profession will always be dominated by a large number of not–too–large firms, including local set–ups of the largest international firms. Such size does not provide the large resources needed for adequate in–house training programs.

3.
Another weakness at present is the lack of an adequate route to enable young Arab students to train and qualify by examination in directly relevant professional subjects, whose standards immediately set a minimum level of professional competence. Many young Arab students today seek to qualify by taking the examinations of overseas professional societies. Some do this within the Arab world itself, others are required to go overseas, but in both cases they are often required to study subjects, e.g. United Kingdom taxation and law, which are of limited value to their future careers.  

Furthermore, these opportunities are neither available nor necessarily attractive to all. If we are to recruit the sort of young persons that the profession requires, then they must have the opportunity to be educated and trained here and in a way which must not be seen or regarded as inferior to that which can be obtained elsewhere .

4.
A fourth weakness – one which itself is worthy of a separate conference – is a lack of accepted accounting and auditing standards; and yet without these, financial statements are of limited value. It is in the interest of preparers, auditors and users that such standards should be available; and the more consistent they are from country to country the better. At present we have very little of these in the Arab world. There are of course, international  standards available, but who is to decide whether or not they are appropriate for the Arab world and what amendments and enhancements  are required if they are to be purposeful ?

5.
Finally, there has been a lack of an appropriate vehicle such as a recognized professional society to consider the above weaknesses on the scale required and in a uniform and consistent manner for the Arab world. 

CASE STUDY        

Let me illustrate from a recent investigation done by one of my colleagues, the Secretary 

General of ASCA, Dr. Issam Merie, who recently published a very interesting report, in which he found that : 

1.
The number of licensed accountants had increased greatly in the period 1980-1983, but a field study revealed that the competence level of accountants was “inadequate” on the basis of educational background and experience .

2.
The quality of audit work was not homogeneous, and varied widely from poor to excellent.

3.
The primary root of inconsistencies in practice was a lack of a defined set of generally accepted standards.

4.
Accounting information was perceived to be unreliable and neither understandable nor timely. It therefore did not constitute a significant element in the decision-making process. Once again, a lack of consistent standards was identified as a major obstacle to the proper use of accounting information.

Who would care to argue that this example doesn’t have certain similarities with what takes place in all parts of the Arab world. Collapses of unofficial stock markets, widespread bankruptcies and dissatisfaction with taxation returns means that governments will act and quite properly, will seek to regulate. However in the development of regulations and in the promulgation of standards there is a need for a profession which itself should wish to see self-regulation of and the application of standards higher than the minimum set by law. This cannot be achieved by individuals or firms working on their own. It requires a properly organized professional society which can speak for the profession and be listened to by the appropriate authorities.

Given that there is and has been an obvious need for such a professional society, why has it not happened before this?  There have been attempts in the past and these have not been as successful as we would have liked. I have no wish to do a post auditing on the reasons for this because I am not the sort of accountant who likes to walk backwards into the future with his eyes fixed firmly on the past.

INHIBITING FACTORS  

Nevertheless, from our experiences we were aware that there were certain factors which had to be taken into consideration and which had inhibited the development of a proper professional body in the past. Briefly, these were as follows. Firstly, the raison d’etre of many was to establish either a group of licensed accountants or a syndicate of such groups. Licensed accountants are, of course, a very important part of the accounting profession, but they are only part . They do not voucher the whole spectrum of the profession and inevitably are seen as restrictive in scope concerned only with the right to practice and with only indirect control over their members. Secondly, the keystone of any professional body is the quality of its education and training requirements. Its strength and public acceptability derives not from its right to exercise restricted or reserved functions i.e to be licensed, but because of the high standards it has imposed and the education and training which this implied. In the past, insufficient consideration was given to this and yet it is a necessary condition for the achievement of so many other things. Thirdly, in many of the individual Arab countries there was and still is not a sufficient mass of Arab accountants to provide all of the skills. Time and energy required to organize, promote and develop a professional society.  National boundaries were an inhibiting factor too.

THE NATURE OF ASCA

 These, and other factors, had an obvious influence on the priorities and scope of the Arab Society of Certified Accountants and how it should be shaped. Before I outline the nature of ASCA , let me tell you what we are not. We are not a group of licensed accountants, we are not representatives for licensed accountants and we are not a syndicate in the Arab world. Our Society was founded for the purpose of developing a professional body with internationally recognized technical and ethical standards that can qualify by examination, accountants from within the Arab world. Its status is that of an independent pan–Arab professional organization. Our objectives are clearly set out in the articles of the association and these are:

 1.
To advance the science of accountancy, financial management and associated or connected subjects as applied to all or any of the professional services provided by accountants whether engaged in public practice, industry or commerce throughout the world and in particular, but without prejudice to the generality of the foregoing, in those countries which are members of Arab League.

2.
To promote the highest standards of competence, practice and conduct among members of the Society.

3.
To protect and preserve members’ professional independence and to exercise professional supervision over them.

4.
To do all such things that may advance and protect the character of the profession of accountancy whether in relation to public reaction, industry and commerce, or public service.

In essence therefore, it is a body which will set professional standards and guidelines, and whose education and training and ethical requirements will stand out in comparison with the rest of the world.

ASSOCIATION WITH ACCA
An essential requirement for the development of a professional society, if it is to be accepted both nationally and internationally, is a pre-qualifying examination structure which stands out in comparison with any in the world. We could, of course, have decided to establish a completely independent set of examinations right from the start. However, it seemed to us that a much more purposeful way ahead would be to link with the Association of Certified Accountants in the United Kingdom (ACCA)  . This was both logical and practical, because many Arab accountants are members of the ACCA, and just as important, many young students in the Arab world are registered students with it. Apart from being a well respected professional accounting body of high standing, it has an established international presence. It is the largest professional body with an international orientation which organizes examinations outside national boundaries; it is the only recognized U.K accounting body that does so; and it is committed to the development of indigenous independent accounting societies. Here was a ready made yardstick which would enable our members to achieve acceptability on the national level and obtain international recognition of their certificates. An affiliation, of course, with  ACCA  would also eventually bring benefits to existing Arab students, who are currently required in their studies to take United Kingdom taxation and United Kingdom law,  and where a properly developed joint scheme could eventually result in such papers being substituted by a study of taxation and law more relevant to the Arab world. Initially it is planned to start up the cooperation with simply overprinting the current ACCA   examinations , and then to move on to a fully integrated joint scheme. Eventually, our Society will run its own examination, in Arabic, but only when we can guarantee the continuance of the educational and administrative standards which the ACCA joint scheme me will give us.

Similarly, with the development of accounting and auditing standards, it is the intention of the Society to look at what has been done elsewhere both within and outside the Arab world, and where such standards are appropriate they will be adopted by us. However, in so far as many of these have emanated from the industrialized West and are based upon its own cultures, religious and social norms, it is unlikely that they can be translated to the Arab world without modification or at least guidance. Of course, international organizations such as the International Federation of Accountants (IFAC) and the International Accounting Standards Committee (IASC), in developing their standards and guidelines, have been well aware of the need to generalize them for international application. However, as of yet , the Arab profession has no effective input into either of these bodies, and it is difficult to recommend the implementation of standards in whose preparation and amendment we are not allowed to participate. This is a situation which should be rectified as soon as possible, if these bodies wish to fulfill their objectives.

OVERWHELMING SUPPORT

It would have been surprising if the development of the Arab Society had not generated some adverse comments; and we have not been surprised. However, in terms of quantity and quality, the criticisms have been insignificant compared to the support which the society has received from the highest levels and from all quarters.

Many critics have admitted that they support the concept of an Arab Society, although they had reservations about some of us. I invite them - and indeed all who are eligible – to join us and to work from within to achieve the changes they believe desirable.

