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ABSTRACT

“A successful ride on the tsunami ends up with a frstrating sun-soaked beach”

Patricia C Barker
Kathy Monks

Dublin City University
Pat.barker@dcu.ie

Previous research by these authors has exploredb$tacles to progression in the
Accounting profession by women and has also considéhe high drop out rate of

women who qualify and appear to be set for pragiasthe professional offices.

This paper outlines a research project that exgltdre characteristics of women who
overcome the obstacles, who are offered promotutio, make it to partnership in the
Big Four firms and who decide to stay.

A study was conducted of women in partnership enBing Four in Ireland, UK, US,
Australia, New Zealand and South Africa. Therewa& many different women who
make it to partnership in the Big Four firms, butrie are common characteristics that
can be identified. Using a Guttman analysis, gaper explores the developmental
pathway of the women partners and considers tralpbcareer and personal tracks.
Although partnership increases the control oveetthat many of these women seek,
there are significant conflicting demands thatdifféicult to overcome. From a career
management perspective, the women described tiglsipported pathway
management up to the point of partnership only éocbnfronted with little or no
structured support from that point onwards. Maifytle women described well-
structured stratagems to manage their child-beamdy child-rearing, but there are
significant conflicts identified between managirgreer and managing relationships
with spouses and partners and finding time for@ebdevelopment and well-being.
The implications for the women themselves, for fatgenerations of women partners
and for the firms are considered.



An Empirical Investigation into the Relative Importance of Stock Picking vis-a-
vis Indexing in the UK Equity Markets over the period 1991-2005.

Edel Barnes and Michelle Scott

Department of Accounting and Finance,
University College Cork.

Abstract

Academic and empirical finance have drawn widely the assumptions and
implications of the CAPM and EMH for asset combimatand diversification
decisions. In theory, prices reflect all availabdormation and it should not be
possible to beat the market other than by chang#im@m investment involves
passively holding some combination of a listed reaikdex and some investment in
risk-free securities. If asset prices do not wfl@l relevant information, it may be
possible to earn superior returns through reseswchdentify value-relevant firm
information. In a climate of low interest ratesiagestors seek superior returns one
might expect significant active investment as dadtifrom passively investing in
broadly based market indices. The purpose ofstudy is to examine the pattern of
active versus passive trading in UK equities ovexr period 1991-2005 inclusive.
Drawing on the two fund separation theorem (Lo ¥Whahg, 2000; Bhattacharya and
Galpin, 2005) we develop a metric to analyse tdictivity and volumes in the UK
FTSE350 and AIM markets, with emphasis on indulsénl size-based effects. Our
findings indicate that active stock picking hasrbeensistently declining in the UK
market over the period studied for all marketse sjuintiles and in virtually every
industrial sector. Moreover, trading patterns adv@ pronounced size effect with
significantly less stock picking in larger capisaiion stocks vis-a-vis smaller stocks.
Patterns of investment in the AIM suggest an ireeea index trading over time but
higher overall levels of stock picking relativette FTSE350 list.

Correspondence Details:

Dr Edel Barnes,

Department of Accounting and Finance,
University College Cork.

Tel: +353 21 4902939
Email: e.barnes@ucc.ie




Pension Fund Ownership and Board Dynamics — UK Evieince
Tongyu Cao
Accounting and Finance
University College Cork

e-mail: ty.cao@ucc.ie

Abstract

This study monitors board composition change ofliplybtraded firms in the UK
over a 10 year period between 1996 and 2005. Cqmueaneous and subsequent
board dynamics are examined in relation to peniiod share dealing transactions. It
is found that consistent pension fund ownershipeiase precedes and anticipates the
improvement of board independence to a large magmit In comparison,
improvement of board independence to a lesser egteeven deterioration in board
independence follows consistent pension fund ovimgidecrease.



The Conditional Labour CAPM

The literature testing the CAPM has been very esttensince its inception in the
1960's. Although the CAPM is simple and intuitivgdleasing in theory, whether is
holds empirically is still an open question. Thetiteg of it is susceptible to many
difficulties, one of which is how to select a sbiamarket proxy. This is highlighted
in Roll's critique, which asserts that becausetthe market portfolio is unobservable
empirical tests of the CAPM are inconclusive. Thiady addresses this issue by
carrying out an empirical investigation of the CARI8ing a broader definition of the
market portfolio. FTSE 100 data is used to deteeniirthe cross-sectional variation
of average returns improves when the CAPM includstock index betand a labour
beta. A further difficulty in testing the CAPM ike use of realised market returns to
proxy for expected returns. The methodology of éhgfill, Sundaram and Mathur,
(1995) is employed to allow a negative relationdhepween realised returns and beta
when realised market returns fall below the rigdefrate.

The empirical results confirm that, the StandardPGAis rejected. The results
indicate that stock index beta is unable to expthm cross-sectional variation in
average returns. The Labour CAPM does not imprbeeperformance of the model.
The results indicate that labour beta is statibyidasignificant and does not impact
on the cross-sectional variation of stock returns.

The Conditional CAPM shows improved results. Theuls provide support for a
systematic but conditional relationship betweerlsiodex beta and realised returns.
Portfolios with higher betas have higher returnemwithe market risk premium is
positive and lower returns when market risk premisrmegative. Results for the
Conditional Labour CAPM are mixed. The results aonfa consistent and significant
relationship between stock index beta and retuHwmwyever labour beta remains
statistically insignificant across all portfoliors®and in both up and down markets.

Ms. Michelle Carr Mr. Fergal G. O'Brien
University College Cork University of Limerick

Email: m.carr@ucc.ie Email: fergal.g.obrien@ul.ie
Postal address: Postal address:

Accounting and Finance Department Accounting andFinance
Department University of Limerick
University College Cork Limerick

Cork



Comparative Analysis of Corporate Governance Theory
The Agency-Stewardship Continuum

Margaret Cullen?, Collette Kirwan2 & Niamh Brennant

University College Dublin® & Waterford Institute of
Technology?

Abstract

Agency theory and stewardship theory represent atimaum of theoretical
perspectives. Under “pure” agency theory the asgdion is characterised by the
conflict between principal and manager that netates control mechanisms and
extrinsic managerial incentives. At the other erdtle continuum is “pure”
stewardship theory. This perspective posits inteailtgnment between principal and
manager and advocates intrinsic incentives thabwallfor managerial self-
actualisation. We argue that other theoretical gemtves intersect the agency-
stewardship continuum. Interconnecting with thege polarised perspectives is (a)
the stakeholder theory, which explores the dilenmegarding the “purpose of the
firm”: shareholder value maximisation versus a widéakeholder value creation
perspective and (b) the resource dependency thedmch considers a role for
directors beyond the traditional control responisies envisaged by agency theorists.
The paper attempts to position the stakeholderyha&ad resource dependency theory
along the theoretical continuum from agency to arelship theory and to consider
the implications for governance mechanisms.



Stochastic volatility and jump effects: evidence fom the S&P 500 Index Options
Market

Mark Cummins”

Bernard Murphy '

Exploiting a fast Fourier transform pricing engiradternative stochastic volatility
affine jump-diffusion models are tested againseatensive S&P 500 index options
data set that is more contemporary than has beasidaved hithertofore in the
literature. The data set covers the period 1998t2@0owing for an investigation of
the 1998, 2000, 2001 and 2002 stock market dowstutms found that the ‘jump-in-
price’ model appears to better fit the data than dbminal diffusion model and,
surprisingly, an extended 'double-jump' model. éased negative skewness and
excess kurtosis during the 1998, 2001 and 2002 tlows are evidenced, with the
'jump-in-price’ and 'double-jump' models accountive]l for skewness effects. All of
the models are shown to improve on standard Blatiol®s biases, although the
attenuation of the implied volatility skew is found be insufficient in each case,
providing evidence of specification error. Furthartime-series estimation of the
candidate models, defined under the objective measis performed using a
maximum likelihood estimation framework constructaeding Fourier inversion
techniques.

" Mark Cummins, Lecturer in Finance, Dept. of Accinigp & Finance, Kemmy Business School,
University of Limerick, Limerick, Republic of Irefel; E-mail: Mark.Cummins@ul.ie; Phone: +353
(0)61 20 2750.

" Bernard Murphy, Lecturer in Finance, Dept. of Agating & Finance, Kemmy Business School,
University of Limerick, Limerick, Republic of Irefed; E-mail: Bernard.Murphy@ul.ie; Phone: +353
(0)61 20 2134.



Cognitive Moral Reasoning of Tax Practitioners: A Reliminary Investigation
Using a Tax Specific Version of The DIT

Elaine Doyle

Department of Accounting and Finance, Kemmy Busirishool, University of
Limerick, Ireland.

elaine.doyle@ul.ie

Abstract

Cognitive psychology holds that before an individeaches a decision about how to
behave ethically in a specific situation, ethicalnooral reasoning takes place at a
cognitive level. Kohlberg’'s stage sequence theaigniifies six stages of ethical
reasoning and Rest's Defining Issue Test provideswith a means by which to
measure the ethical reasoning ability of individualsing hypothetical ethical
dilemmas of a broad social nature. The theory &iedpsychometric test have been
widely used over the past thirty years to test #ihical reasoning ability of
accountants in many jurisdictions and to identifg wariables that might influence
ethical development.

This paper reviews the existing research on theatheasoning of accountants and
discusses the relevance of the findings for taxctpgraners. On the basis of

unstructured interviews conducted with tax pramtiéirs from a range of backgrounds,
the paper explores the ethical environment in whiuh tax practitioner operates.
Using the Defining Issues Test as a blueprint, ateod-specific test is proposed
which aims to measure the ethical reasoning abditytax practitioners in their

working environment.



Abstract

An empirical study of the adoption/non-adoption ofactivity based costing in
hospitals in Ireland

Gerardine Doyle

University College Dublin
Lisa Duffy

KPMG, Dublin
Melissa McCahey

Deloitte and Touche

A survey of all hospitals was conducted to invedgthe current state of adoption of
activity based systems in Ireland. The findingsvstibat 55% of respondents have
adopted activity based costing. This rate of adwoptis significantly higher than
reported in previous studies of ABC/M adoption they sectors in Ireland, namely
manufacturing, service and financial sector orgatioes. The survey revealed that
those respondents who have adopted activity basstthg have done so in particular
areas (laboratory and radiology departments) witha hospital and are not using
activity based costing across all areas of the itadsnly two sites have adopted
activity based costing in the entire hospital. Buevey investigated the reasons for
adopting activity based costing, the perceived actdeved benefits of activity based
costing and the reasons for nonadoption. The reasoradoption were more accurate
costing and better use of resources, required lieae more accurate and relevant
patient cost data, so as to allow a more efficresponse to rising healthcare costs.
However, many sites reported problems with impletaigon, the under-development
of information technology systems to effectivelypi@ment activity based costing,
being the main reason. The 45% of respondents \alie hot adopted activity based
costing cited the cost and complexity involved withplementation as the main
factors in non-adoption. Consistent with prior fimgs in Ireland and elsewhere, more
than one third of the responding hospitals havegia¢én any consideration to the
possible implementation of activity based costimgate.

Address for correspondence: Dr. Gerardine Doyle, UD School of Business,
University College Dublin, Belfield, Dublin 4. Tel.+353-1-716 4717; Fax +353-1-
716 4767; e-mail Gerardine.Doyle@ucd.ie
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A TYPOLOGY OF MANAGEMENT ACCOUNTANT ROLES: SOME
EMPIRICAL EVIDENCE

Orla FeeneyQorresponding Author), Dublin City University, Dublin 9, Ireland
P: +353 1 7006876; E: orla.feeney3@mail.dcu.ie

and

Bernard Pierce, Dublin City University, Dublin 9eland
P: +353 1 7005450; E: bernard.pierce@dcu.ie

ABSTRACT

Previous research into the role of the managemectumtant has focused on two
main areas- control and decision-making. Develogmanthe business environment
have altered the dynamics of these two aspectbeofdle suggesting that today’'s
management accountant is responsible for providimgncreasingly wide range of
information. The literature suggests that this ocaly be achieved if the management
accountant becomes a hybrid accountant who assigtengers in controlling the
organisation, while also performing as a ‘busirgesner’ alongside the management
team. A review of the literature identifies a ndeda more rigorous examination of
the management accountant’s role and exposes d@hdefrempirical research
reporting managers’ perceptions of the manageneaouatant’s role.

This paper reports the findings from an empirieafiew of managers’ perceptions of
the role of the management accountant in the goovisf information for control and
decision-making. It examines the complex naturghef management accountant’s
role, focusing on the information produced by thenagement accountant, the skills
and attributes exhibited by the management accouraad the growing conflicts
facing the management accountant in today’s busieegironment.

The findings suggest the existence of four altéveattypes of management
accountant: a Reporter, a Guardian, an Interpegtdra Participator. Several factors
were identified which may be associated with eddhese four types of management
accountant. In addition, outside of this framewsokne further insights were gathered
which facilitate a deeper understanding of the demipes of the management
accountant’s contemporary role.

The study highlights the diversity of managemerdoaating roles among different

organisations. It presents a deeper understandingp@ managers are looking for in

terms of support for control and DM and examines l#vels of satisfaction among

managers regarding their MAs’ performance. Thestudadens our understanding
of the control frameworks presented in the litemtand examines the concept of the
hybrid accountant, presenting a more detailed exatioin of the hybrid accountant

than has previously been presented in the litezattinally, the study increases our
understanding of the conflicts inherent in the MAte, as perceived by managers.
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The Capital Structure Puzzle: A Review of the Empiical Research
James Fitzgerald
University of Limerick
Schuman Building
Acc & Fin Dept

University of Limerick

E-Mail: james.fitzgerald@ul.ie

Abstract

This paper critically evaluates the existing engaifiresearch on the capital structure
decision making function, organised by the différéheories espoused in the
literature. Since Modigliani’'s and Miller's 1958 remal paper on capital structure
irrelevancy, a host of theories have been formdlate an attempt to explain the
firm’s choice of debt and equity in its capitalustiure decision, resulting in literally
hundreds of empirical research papers. Howeverveowhelming evidence has yet
been presented that places any single theory abevest in its ability to explain the
financing behaviour of corporate managers. The gaepof this paper is not only to
document the empirical evidence from previous ssidbut also to identify certain
key variables and methodologies consistently fotmgrovide significant empirical
results, and to identify the major shortcomingsaohumber of studies. Finally, |
develop a set of variables and methodologies tased in future studies, that provide
theoretically sound and unbiased evidence, in saa$athat is possible, about the
capital structure decision.
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A qualitative exploration of students’ perceptionsof learning outcomes within
professional accounting education

Barbara Flood*
Dublin City University

Richard M. S. Wilson
Loughborough University

Abstract

Professional education and examinations play ar&kyin the development of the
knowledge, skills and values of students as thespame to become effective
professional accountants (Wilson, 2002; IFAC, 2003grestingly, little research has
been conducted to date concerning either the leguexperiences of students within
professional accounting education or the naturecuadity of the learning outcomes
achieved.

This paper aims to reduce this research deficitriggrously exploring students’
perceptions of the learning outcomes achieved anptetion of the professional
education programme and qualifying examination pfafessional accountancy body
in Ireland. The data for the study were collectgdrizans of in-depth semi-structured
interviews with a sample of students and were syesatly analysed within an
interpretive framework using template analysis.

The findings reveal that students do not desciitee dutcomes of the professional
education process in terms of the development adwledge or professional
competence. Rather, they view the qualifying exatnm as a hurdle which, if
passed, provides access to a wide range of cappertanities and financial rewards.
Interestingly, many students identify outcomes frime process which relate to
personal attributes or self-development and marscritee changes in their self-
perception. The paper concludes by evaluatingrtigications of these findings and
by considering directions for future research.

*Corresponding author
Barbara Flood

DCU Business School
Dublin City University
Dublin 9

Tel: 01 7005684

Email: barbara.flood@dcu.ie
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Reflecting on Earnings Management: A review of curent developments in
Earnings Management Research

Elmarie Fryer (Dublin City University)

Earnings management is a long established praictiteancial reporting. The focus
on governance in the aftermath of the accountiagdals in recent years has led to a
renewed focus on company earnings and the managéneeaof.

This has resulted in a significant increase inasdein this area. In the top sixteen
accounting journals reviewed, the number of pappublished on earnings
management increased from 21 in 1995/1996 to @0@%/2006.

The research includes a broadening of the defimitibearnings management from
simple accruals management to a series of acsvierformed by management,
including general accruals management, specificuate management, real earnings
management, and classification shifting. Anotlmus of the published research is
an understanding of the various causes of earmragsagement, and the factors that
may encourage management to either increase oeakectheir earnings. This is
useful for practitioners and regulators who may wtandentify companies that are at
higher risk of earnings management.

This paper provides a comprehensive review of rekepublished in the last ten
years. It emphasises the following areas: (i)\whABous ways in which earnings is
managed,; (ii) the motivations of management to rgarearnings; (iii) the arguments
for and against managing earnings; (iv) regulatesponse to earnings management;
(v) methodological issues in earnings managemesatareh; and (vi) areas for future
research.

Correspondence Details
Elmarie Fryer

DCU Business School
Dublin City University
Dublin 9

Ireland

Phone: +353-1-700-5679

Fax: +353-1-700-5446
Email: elmarie.fryer@dcu.ie
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Implications of Skewness and Kurtosis in Hedge Fundata

Liam A. Gallagher*
Dublin City University, Ireland

Catherine McLaughlin**
Irish Life Investment Managers, Ireland

First Draft: January 2007
Current Draft: January 2007
(Do Not Cite or Quote

Abstract

This paper investigates the performance of hedgdsfadjusted for higher order risk
factors. A stylised feature of hedge fund retustheir non-normal distributions with
statistically significant third and fourth order ments, namely skewness and
kurtosis, along with first order autocorrelatiomaditional risk-adjusted performance
measures fail to account for these higher order emtsn We employ a residual
augmented least squares (RALS) approach to modékehiorder risk moments in
returns that allows us to estimate a new risk-aéfuperformance measure for hedge
funds. We examine the performance of emerging etaaknd long/short equity
strategies and compare the results to standarehdigisted performance measures.
This new risk-adjusted performance measure is shtawibe more efficient in
modelling hedge fund performance and provides apcehensive risk measurement
tool in the hedge fund industry.

EFM Classification: 380, 370
Keywords: Hedge funds, Performance, Skewness, Kurtosis, Risk factors,
Non-normality

*Address for Correspondence: Professor Liam A. Gallagher, Business School, Dublin
City University, Glasnevin Dublin 9, Ireland. Telephone: +353 1 7005399, E-mail:
liam.gallagher@dcu.ie

**Address for Correspondence: Catherine McLaughlin, Irish Life Investment
Managers, Beresford Court, Beresford Place, Dublin 1, Ireland. E-mail:
Catherine.McLaughlin@ILIM.COM
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The Discount Rate Used in Capital Budgeting in thérish Public Sector
Desmond Gibney
National College of Ireland

Postal Address: School of Business,
National College of Ireland,
Mayor Street, IFSC, Dublin 1

Email Address: dgibney@ncirl.ie

ABSTRACT

The choice of discount rate to be used in capitageting is a critical input to the
investment decision. In the public sector, suchuerice could result in a change in
public policy, or a decision to commit to substahéixpenditure of public funds. The
discount rate for the Irish public sector has remadi unchanged since 1984. This
paper is a first step in filling a gap in the Irishapital budgeting literature. It uses a
case study methodology to examine the capital Hudperactices of two State-
owned companies who currently spend in excesscof@ined total of €1 billion per
annum on capital expenditure. This paper explaies dignificance of what may
appear to be a small difference between the didcrata applied, and theoretical
alternatives. It concludes that there is a need f@view of the discount rate specified
for the public sector, along with a call for gredat@nsparency in the calculation of
the discount rate.
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Transfer Pricing in Ireland?
Dr Philip Gooding and Gary Hardiman
University of Limerick

Contact details: Philip.Gooding@ul.ie

“Transfer pricing” is the process used to deterntine amount paid for goods or
services provided between associated enterpriges.a major factor in determining

the distribution of a multinational corporation’IfIC) taxable profits between

different jurisdictions. To reduce their globak teharge MNCs prefer to have the
highest possible amount of their taxable profitdow tax countries such as Ireland.
Conflict often arises because the tax authoritiepiiisdictions with high rates want
MNCs operating in their territory to pay tax on thaghest possible share of the
group’s profits. This conflict is dealt with, irripciple, by using the “arm’s length

standard” i.e. by using third party prices to benark the transfer prices between
related parties.

In practice the arm’s length standard is often dempo apply - requiring extensive
documentation and regulation. Unlike most developeuntries Ireland does not
have specific transfer pricing legislation. In 20the EU set up a Joint Transfer
Pricing Forum to investigate how EU-wide transfacipg rules might be introduced
to further the internal market. In June 2006, Hase the work of their Forum, the
Council of the EU agreed a Code of Conduct on feangricing documentation for
associated enterprises in the EU (EU TPD). Thseaech reports the results of a
survey of Irish operations of MNCs in the Pharmdicall and IT sectors. It
summarises their views of the impact of the new HRD and on whether Ireland
should introduce specific transfer pricing reguas.
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The ‘Business’ of Grade Inflation: Institutional Pressures and Policy Choices
Brendan Guilfoyle, Martin O’Grady & Simon Quinn
Institute of Technology Tralee
Abstract

Grade inflation occurs when there is an upward dremer a period of time in

examination grades awarded that is not matchedalyimprovement in learning or
achievement. This paper analyses grade inflationhé undergraduate awards of
business schools in the Universities and InstitofeSechnology in the Republic of

Ireland.

Grade data from 1994-2004 is analysed and a patiErmery significant grade
increase is identified. The level of grade increass compared with changes in the
academic entry requirements in each institution. the Universities, some
improvement in entry standards was in evidencenbtitof a scale likely to explain
the level of grade increase found. In the InstgwiETechnology, the academic ability
of entrants was in decline but grades awarded tieless increased very
substantially over the period. Other possible exgii@ns for these increases are also
investigated and it is concluded that none canaexhe increase in higher awards.

The causes of such grade inflation are next digchasd it is argued that Universities
and Institutes of Technology have long set instohal expansion as their primary
goal, ignoring the fact that continuing growth canly be achieved by drawing

academically weaker and less motivated studentstimitd level courses. This should
have already led to declining grades and sharplyreased failure rates or

alternatively to a major growth in less academicdtifevel courses designed to suit
weaker students. With respect to both alternatitles opposite has happened. In
addition, an examination of the operation of thiedthevel grading process explains
how grade inflation actually emerged and evolved witklie parameters of the

grading system and the particular policy biaseiofl level institutions.

The paper concludes with a discussion about hdk tbncern there has been within
Irish education about the reality of grade inflati@and a critique of current
institutional policies that are progressively umdigring the meaning of qualifications.

Correspondence:
Martin O’Grady, School of Business, Institute of Tehnology, Tralee, County
Kerry. Tel. +353-66-7191915; Email: Martin.OGrady@itralee.ie
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Assessment in the context of non-traditional teachg: reflections on experiences
in accounting education

Margaret Healy! & Maeve McCutcheon
University College Cork
mhealy@afis.ucc.iéemmccutcheon@afis.ucc.ie

Research in higher education has focussed on hosemsts can be encouraged to
adopt deeper approaches to learning to the extanhtdarning to learn itself becomes
a learning outcome. Emphasis on learning as agehanthe way a person sees,
understands and conceptualises can bring us to hetsabeen described as a learning
outcomes paradox: much of what is publicly assessedl measured is only a

surrogate for the underlying desired outcome.

Deep approaches to learning may be facilitated dytraditional teaching methods
such as case studies, group projects, role-plag; aetethods which both
educationalists and the accounting profession @gwecessary in the development of
life-long learning. Accounting students may be cgdimt to engage with participative
interactive learning. In this situation assessnenf critical importance in motivating
students

This study explores the student and teacher expmrieof assessment of case studies
and group work in accounting programmes. Using ssmictured interviews, focus
groups and survey findings, it describes how assessacts both as a barrier to, and
a driver of, the attainment ‘higher’ learning outges. The conclusions of the study
emphasise the key importance of clarity and tramsy in relation to the assessment
process. A strategy on assessment of all elemantierstood and agreed upon by
students and lecturers alike, is essential for shecessful introduction of non-
traditional teaching methods.

! Corresponding author: Dr. Margaret Healy, Accaumt& Finance, 3.21 O’'Rahily
Building, University College Cork, Ireland. E-maihhealy@afis.ucc.ie
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Risk and Return of Merger Arbitrage in the UK

Mark Hutchinson*
University College Cork, Ireland

Patrick Kearney
Investment Management Group, PricewaterhouseCoopers

Abstract

The growth in interest in merger (risk) arbitrages tpredominately come from the
hedge fund and investment banking industries. PBantirical evidence has shown
that the merger arbitrage strategy generates enrdistribution equivalent to a short
put option in a stock index. These prior studiagehfocused on monthly returns in
the United States stock market. This paper refglicghe core underlying merger
arbitrage strategy using daily data from the Unikédgdom to generate simulated
merger arbitrage portfolio return series, for tleeigd 2001 through to 2004. As these
series are higher frequency daily data they captapertant short-run price dynamics
that previous studies have ignored.

Keywords: Arbitrage, Mergers, Acquisitions, Riskokrage, Hedge funds
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NPM and Performance Measurement: A Comparative Stug of the Public
Sectors in Ireland and the UK

By

Noel Hyndman
Queen’s University Belfast
&

Francis McGeough
Institute of Technology Blanchardstown

Abstract

The use of quantitative, often non-financial, tésgand performance measures by
businesses and not-for-profit organisations hasnthc received increasing attention
in the academic literature. In the public sechis has been particularly driven by the
rise and influence of New Public Management (NPi$ulting in a shift from issues
of policy to issues of management, and the brealoupraditional bureaucratic
structures. One aspect of these changes is aeasing focus on quantitative
measures of performance as a support to bettesideenaking and more appropriate
accountability in the public sector. Driven by tiNPM agenda, public sector
organisations have sought to develop targets wldokier all aspects of an
organisation’s performance. However, the extenwhich such an agenda and focus
has impacted varies between countries. This paekssto examine the possible role
of quantitative targets and measures in publicosegtganisations in general and,
through an exploratory study of planning documemtd annual reports, the nature
and breadth of the usage of such measurementxanm@red in a comparative study
of the Republic of Ireland (Rol) and the UK. Whatfound is significantly different
intensities of application between the countrieish whe UK applying such ideas in a
much more rigorous manner than the Rol. Possilalsoms for this are suggested.

Address for correspondenceProfessor Noel Hyndman, School of Management and
Economics, Queen’s University, Belfast BT7 INN.r(&il: n.hyndman@qub.ac.yk
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ABSTRACT

THE LEADING CAUSES AND POTENTIAL CONSEQUENCES
OF OCCUPATIONAL STRESS - A STUDY OF IRISH TRAINEE
ACCOUNTANTS

Teresa Kelly,
Ernst & Young, Galway
&
Mary Doran,
National University of Ireland, Galway

This study examines the root causes of occupatiatess of Irish trainee
accountants. It includes Type-A behaviour as asm&aof personality predisposition
to stress. Furthermore, it investigates the m@atiips between occupational stress
and various job outcomes - job satisfaction, pemrmice and turnover intentions of
Irish trainee accountants. Thus, this researctlystiims to reveal both the leading
causes and potential consequences of occupatityeak sn accounting, with trainee
accountants acting as the focal point for reseai@hta was collected using a survey
guestionnaire in 2006. Hypothesized relationskipse tested by the use of Pearson
correlation coefficients and multiple regressidandings suggest that exam pressure,
role conflict, role ambiguity, qualitative role al@ad, quantitative role overload and
a dominant supervisor are the main sources of @tmral stress of Irish trainee
accountants. Furthermore, a type-A personalitypadigion in an lIrish trainee
accountant was significantly positively relatedjab-related tension. A significant
negative relationship was identified between roteess (role conflict and role
ambiguity) and job satisfaction. Job satisfaciturn was found to be significantly
negatively related to turnover intentions. A sig@int negative relationship was
observed between role ambiguity and job performande support however exists
for the hypothesized relationship between role lacirdnd job performance.

Department of Accountancy & Finance
National University of Ireland, Galway
Tel: +353 91 495233 Fax: +353 91 494 565
Email: mary.doran@nuigalway.ie
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Ethical Reasoning Ability: An Analysis of Professias in Ireland

Author: Thomas Kennedykennedy7@mail.dcu.ie

Address: Dunsoughly, St. Margaret’s Co. Dublin
Abstract

‘The psychology of ethical reasoning has repeatbdbn shown to be
of consequence to behaviour in the context of atiwog and auditing
because many professional judgements are conditionghe beliefs
and values of the individual’ (Jones and Ponem®6831p. 413).

Professionals are said to be in fiduciary positionwhich a systematic body of
knowledge and a code of professional conduct amdsare combined so as to enable
professionals make difficult judgements (CottelldaRerlin, 1990). However the
collapses of companies such as Enron, WorldCom Bywb which were once
admired for their performances but are now stuébedheir failures has led the public
to question whether the accountancy profession lmrrusted to act ethically.
Therefore this paper seeks to determine whetheuatants possess a higher or lower
ethical reasoning ability than other professionals.

Theories developed on moral development by autksiock as Kohlberg (1981), Rest
(1986a) and Trevino (1986) are examined and thenef Issues Test (DIT) (Rest,
1986b) is used to compare the ethical reasonindityalmf members of the
accountancy and law professions. Secotityrelationship between ethical reasoning
ability, age, gender, degree of ethical exposudeedhical education are investigated.

Results indicate that there is no significant défece between the moral reasoning
ability of accountants and solicitors. Gender amtlication have no significant

influence on moral reasoning ability but age andree of exposure to ethical

dilemmas were found to significantly influence maemasoning ability.
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Group Projects in Large Accounting/Finance Classesiessons from the
Perceptions of Irish Undergraduate Students

Abstract

Group work is useful in large accounting and firmmtasses for several reasons: it
can reduce alienation in a big group; it easesadsessment burden; it encourages
students to engage with the class material at aly etage, which is particularly
useful in out technical disciplines; it forces sostedent interaction around the class
material. On the other hand it opens up risks afjjglrism, carries free rider risks, and
can be an administrative headache.

This paper evaluates the implementation of a grroject as part of the learning and
assessment of a large undergraduate corporateémandule. The results of a survey
of 152 students are presented, reporting theirgpdians on its merits and demerits,
and isolating student variables which predisposediqular responses. The paper
concludes with recommendations for successful maten of group work into large
accounting and finance classes.

Sheila Killian
University of Limerick
sheila.killian@ul.ie
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The Tax Burden on Small Business: A Two Country Comparison

Sheila Killian (corresponding author), Jackie Arendse and Stewart Karlinsky
Abstract

Small business is universally recognized as an itapbdriver of economic success.
However, the tax and regulatory compliance costs sofall businesses are
disproportionately high, due to the fixed naturesofne overheads and the lack of
economies of scale. This places small firms at mpmditive disadvantage against
larger and multinational businesses. In responsst gpvernments introduce targeted
tax incentives for small firms, and relief for sowfethe compliance burden, based on
various definitions of small businesses.

This paper is part of a larger study that seeksstablish the most effective way of
designing and introducing these incentives, and liest way of defining which
businesses can benefit from them. Data has bedectwa from small business
owners in Ireland and South Africa. Building onearlier analysis of small business
provisions, the entrepreneurs are surveyed on kel lof difficulty imposed by
different tax provisions, and on suggested meastweslleviate the burden of
compliance. Responses are analysed and factorfielgrwhich predispose small
business owners to interact with the taxation systepredictable ways. The findings
are important from a policy perspective.

Correspondence to Sheila Killiangteila.killian@ul.ie
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Stewart Karlinsky PhD CPA MBA is Graduate Tax Dimcat San Jose State University. Jackie
Arendse has been director of tax research at thth@drican Institute of Chartered Accountants, and
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THE ADJUSTMENTS OF GOVERNANCE MECHANISMS IN CANADIA N
BANKS FOLLOWING REGULATORY CHANGES

Michael Maingot
and

Daniel Zeghal

February, 2007

Abstract

The recent scandals on corporate governance hawedfdhe regulatory bodies to
issue new corporate governance mechanisms. Th®gegovernance mechanisms
include banks. The purpose of this study was t®enlke changes to the boards of
directors, to the committees reporting to the bpdal the board of directors’
independence and adoption to certain charters hadkiists in Canadian banks for
the periods covering the years 2002-2004. Our gampvers the eight largest
domestic banks in Canada. Results indicate a tetuinn board members and in the
number of committees reporting to the board. Haweit increased supervision by
increasing the number of board committee meetimgast of the banks in our sample
have separated the role of Chairman and CEO, thémebeasing the independence of
the board. There was also an improvement in tloptaah of a new charter for the
board of directors.
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An Empirical Investigation of the Competencies beig demanded of Recently
Qualified Accountants: The needs of Employers.

Patricia Martyn (National University of Ireland Gal way and Galway-Mayo
Institute of Technology)

The business environment of the new millennium &esr-higher expectations of
professional accountants. Much has been writtehetrisis in accounting education
and the perception that accounting education indato equip graduates with the
expertise needed for today’s rapidly changing bessrenvironment.

The way in which accountants’ work has changed tambislly; the impact of
information technology has been immense, globatisaand increased volume and
complexity of standards. The routine tasks of aoitey, recording and reporting of
historic information which in the past was the nstéty of the accountant has been
replaced, in part by the need for a more forwankilog profession. The number
crunching can be left to information technologyowing professional accountants to
assist management in the strategic decision makingess.

The goal of accounting education, as noted by Frad®n (1995), is to produce
accounting graduates who possess competencies nthith the competencies
demanded by those who employ them. Professionaluatiog education requires the
possession of accounting knowledge but there iso@usf on development of
competencies in information technology, communamti critical thinking and

problem solving.

This study examines the competencies being demamd&h employers of recently

qualified accountants. This study is timely as essfonal accounting bodies in

Ireland are rewriting their syllabi in an effort toeet ethical challenges, increased
regulation, complexity of available information anded to instil a commitment to

lifelong learning. It is apt to reflect on the coet@ncies that employers consider
essential for their present and future requirememtss study also explores the

perceptions of employers, of the adequacy of psid@sl accounting education in

servicing their needs.
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THE INFORMATION CONTENT OF INTERIM EARNINGS AND INERIM
DIVIDEND VARIABLES, AND THE INTERACTION EFFECTS OANTERIM
EARNINGS AND INTERIM DIVIDEND SIGNALS ON FUTURE INERIM
EARNINGS: SOME UK AND IRISH EVIDENCE

ABSTRACT

This study examines the hypothesis that interirmiags have information content
relative to concurrent interim earnings informatiand that interaction effects are
observed upon the joint announcement of interinmiags and dividend information,
with respect to future interim earnings. The stuslyperformed on two separate
samples of UK and Irish companies (all quoted omlDuStock Exchange). Data
spanning consecutive accounting periods from 2002005 is employed, modelled
using (i) OLS regression; and (i) Kmenta (1986p£&-sectionally Heteroscedastic
and Timewise Autoregressive Model.

Prior studies of interaction effects within a UK ntext employ event study
methodology, modelling interaction effects with pest to mean abnormal returns.
Opong (1993) employs interim earnings/dividend datde aim of this study is to
provide additional empirical evidence with respgeatnodelling significant interaction
effects between interim earnings and dividend mfation. The dependent variable is
taken to be future interim earnings per share,ifhatefined as at time;.

The results of the study provide partial supportiie hypotheses that: unexpected
interim earnings in periotdhave information content with respect to interianrengs

in time periodt, 1; unexpected interim earnings and dividends abpérjointly have
information content with respect to interim earrsirgg time period,1; unexpected
interim dividends in periotlappear to have information content with respect to
interim earnings at time peridg;; a significant interaction effect exists between
interim earnings and dividend information with respto interim earnings at time
periodt,;. The results are dependent however, upon theatsbin technique
employed; firm-specific factors; and the domicifefte quoted company. The
evidence indicates that interaction effects aredetected across consecutive periods.
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EVIDENCE ON IRISH FINANCIAL ANALYSTS' AND FUND MANA GERS’

VIEWS ABOUT DIVIDENDS

Thomas McCluskey *

Dublin City University

Bruce Burton and David Power
University of Dundee

Abstract

Purpose - This study provides a modern perspective on the ob dividends in
smaller developed countries by examining views ndigg the determinants of payout
levels, the relevance of conventional signallingatty, the role of dividends in stock
selection, the role of taxation and the importaotehare repurchases and buybacks.
Methodology/Approach - The study employs semi-structured interviewsith
leading Irish fund managers and financial analystBish stockbrokersFindings -
The results suggest support for the notion thatiddivd policy affects share
valuations; that fund managers have significanitgtio influence dividend policy of
companies in which they have a shareholding; tawmaissues appear to influence
stock selection, and that the majority of fund ngmra prefer cash dividends to
buybacks.Originality/Value of Paper - The contribution of the paper comes from
the uniqueness of the Irish setting: the Irish ratuik relatively small but, unlike
many similarly-sized markets, it is highly-develdpavith long-term historical links
to the London Stock Exchange. The results therefoowide evidence about the
extent to which earlier findings based on the werldrgest developed markets also
prevail in those that are more modestly-sized.

*Corresponding author; Tom McCluskey, Dublin Cityilersity Business School, Glasnevin, Dublin
9. Tel. (00-353)-1-7005167. E-maihomas.mccluskey@dcu.ie
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AUDIT SENIORS’ PERCEPTIONS OF THE GOALS AND
BEHAVIOUR OF AUDIT PARTNERS *

Ms Clodagh McGarry, DCU Business School, GlasneDirplin &

Dr Breda Sweeney, National University of Ireland/vizay

ABSTRACT

The control of audit quality is challenging for @ufirms and limitations surrounding
the use of formal controls have been previousilighted, with a number of studies
advocating the suitability of moiaformal types of control such as ‘clan control’ in
the audit environment. Clan control is a subtld arangible form of social control
which can be extremely powerful given the right sletonditions. These conditions
require clan members to be fully committed to tlealg of the organisation and in
agreement on what constitutes appropriate behavamar these features should
permeate the organisation. It has been suggesaedudit partners are members of a
clan and use clan controls to exercise control euetit staff. Audit seniors have
been previously found to exploit weaknesses indbetrol system and this study
explores their perceptions of audit partners’ cotrmant to, and belief in, the goals of
the firm. Findings based on semi-structured inésve with 16 audit seniors selected
from all of the Big Four audit firms in Ireland syest that audit seniors perceive audit
partners to be fully committed to the audit firndahat the personal goals of partners
equate to those of the firm. Consistent with éxigstiterature on the increasingly
commercial focus of the auditing profession, thengh@nt goal of both partners and
audit firms was perceived to be profitability rathtban quality. As the purpose of
clan control is to inculcate audit seniors into @ittty the goals of the firm this
finding would suggest that audit seniors are idgimiy more with the commercial
features of practice and client service rather thanprofessional attributes of quality
and independence. Consequently, as audit sen@reipe profit-making and not
quality as the primary goal of audit firms, thisuteb impact negatively on audit
quality as previous studies have shown that traineegage in dysfunctional
behaviour aimed at reducing costs. Audit senitss perceived a difference in the
espoused goals of audit partners and the firm liatiom to staff satisfaction and
development and their actual experience. Thergslwould suggest that there is a
breakdown in the internal image portrayed by thegi to audit staff and this could
have implications for audit quality if the firmseamunable to attract and retain
sufficient levels of high calibre audit staff.

% Note: This paper is an early draft. Please dajnote without prior permission of the authors.
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Do Chinese Companies Manage Earnings

To Meet Regulatory Benchmarks?

Mark Mulcahy
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Abstract

This paper studies earnings management in a Chioesext. More specifically,
whether the Chinese listed firms manage earningadet regulatory benchmarks is
studied. We employ the distribution approach testigate the earnings management
behaviour of companies listed in Shanghai StockhBrge and Shenzhen Stock
Exchange from 1998 to 2004, covering 6,968 firmry@zservations. We hypothesize
that the listed Chinese companies managed eariitgseport positive profits, ii) to
sustain the previous year’'s profit performance, @ijdo beat the return on equity
(ROE) requirement for right issues. We conductistteal tests and use graphic
evidence to detect irregularities in the distribatof earnings levels, earnings changes
as well as ROE. The results from both of thesecaresistent with our hypotheses.
The findings in this study indicate that listed @8e companies manage earnings to
meet the regulatory benchmarks for the purposevoidang securities delisting and
satisfying the requirement of rights issues, itiespf differences of firm size.
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An Introduction to the “Absolute Return” World of H edge Funds : Do Hedge
Funds Really Extend the Investment Opportunity Set of Investors?

Abstract

The question of whether hedge funds in the pase by generated excess risk-
adjusted returns (i.e. positive ‘alpha’), or mereve compensated investors for risk-
taking (i.e. ‘beta’) is currently the topic of muckebate in the investment industry.
Whether in the aggregate, or in the case of segtecific hedge fund styles, empirical
evidence based on the single factor Capital Assieing Model suggests that the

former often appears to be the case. However, whermodel of capital market

equilibrium is extended to include several riskifas the empirical evidence is less
conclusive. Employing both heuristic and empificalgorous modes of analysis,

this study seeks to answer this question from #mspective of a practitioner. Risk
factors are explicitly identified and excess hig@lrreturns analysed for several style-
specific strategies belonging to the ‘relative ealarbitrage’ class of hedge fund
strategies, namely Fixed Income Arbitrage, ConkkrtArbitrage and Equity Market

Neutral. Based on this ‘hybrid’ analytic approacbinclusions are drawn.

Author : Dr. Bernard Murphy
Lecturer in Finance
Course Director : MSc in Computational Finance
Department of Accounting & Finance
Kemmy Business School
University of Limerick
Castletroy
Limerick

E-Mail : Bernard.murphy@ul.ie
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CPD in Accounting: the Irish story

Brid Murphy
Dublin City University

Trevor Hassall and John Joyce
Sheffield Hallam University

Upon admittance into a profession, one might wek ahat exactly is
the professional qualified to do? The appropriatewaer cannot be
‘qualified to do everything in the profession’. Has been recognised
that continuing education within a profession iseggial for sustaining
and improving the quality of professional work. Téecounting bodies
operating in the lIrish arena have adopted the qunoé lifelong
learning and the term CPD (Continuous ProfessiDmeslelopment) has
become synonymous with this additional level offpssional learning.
However, post-qualification accounting educatiordrgland in general
is under-researched and this paper attempts tadadhe perspectives
of both the accounting profession and the accogrmtinfessionals.

This paper examines the CPD models implementedisly dccounting

bodies and notes that differing CPD strategies iaedrporated.

Therefore it must be considered that their strategire in response to
differing objectives in the pursuit of ‘competenc&he paper focuses
on reasons for the implementation of the adoptedteglies and

examines whether the impetus is to develop theepsidn or the

individual.

This paper also attempts to understand the profesis’ current needs
for lifelong learning with the view to continuougs\klopment of their
professional career. An understanding of the neédsers is critical to
the development of an appropriate post-qualificatieducation
environment.

Finally, the implications of the adopted CPD modaie discussed in
terms of learning styles and potential curriculuevelopment. The
need for further research in the area of CPD aedntiplications for the
profession are also highlighted.
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The Role of Forward-Looking Systematic Higher Momets in Explaining Equity
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Fergal O'Brien * Professor Mark Shackleton
Department of Accounting and Department of Accounting and
Finance Finance

Kemmy Business School Management School
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Abstract

The Capital Asset Pricing Model (CAPM), developeroforty years ago, continues
to be the dominant asset-pricing model taughtudesits of finance and employed by
financial managers in practice. It is a stunninglynple model that relates the
expected return on an asset to the asset’s systeraaince as measured bsta, the
ratio of the asset’s covariance and the volatdityhe market. Yet, its limitations are
well documented. In particular the CAPM assumaes ithvestors only care about risk
and return when making investment decisions. Trhies that the only moments of
the asset return distribution that are importarint@stors are mean and return which
facilitates the use of the normal distributionte tnodel’s derivation.

Empirical and theoretical attacks on the CAPM hbeen frequent and to an extent
justified given the generally poor empirical perfance of the model in explaining
the cross-section of asset returns. Roll’s créiguggests that the model cannot even
be accurately tested due to the absence of anvalidertrue market portfolio. Fama
and French, in a series of papers in the early 4989@ggest that beta plays no role in
explaining the cross-section of asset returns witmen market variables book-to-
market and size are included in the analysis. Rerostrand to the literature extends
the CAPM to include moments of higher order thao 8w that the effect of skewness
and kurtosis on asset returns can be accountedTars approach is well founded
given the empirical observations of skewness amtbgis in asset return distributions.

Most of the empirical work on CAPM has used equitya over long periods of time.
The vast quantities of equity data available |atatdf to testing the CAPM because it
allows for the creation of equity portfolios whicemoves a lot of idiosyncratic risk
from the analysis and should therefore result iprowed empirical performance for
the model whichonly prices systematic risk. This paper examines tA@M, and
higher-moment extensions to the model, using FT8& dquity index option data
from the London International Financial Futures @mtions Exchange (LIFFE) and
S&P 500 equity index option data from the Chicagoail Options Exchange
(CBOE). Using equity index options data providesexceptional opportunity for
such an examination owing to the absence of idiosyfit risk and the non-linear
nature of option payoffs.

* Corresponding Author
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Pricing Practices in High Technology Firms: an Expbratory Study

Siobhan O’Connor and John Maher
Waterford Institute of Technology

ABSTRACT

The aim of this research is to investigate the ipgicpractices implemented by
managers in high-technology firms in Ireland ane&ia. Pricing is an issue of prime
importance to a variety of interest groups sucheasnomists, accountants, and
marketers. It is a key managerial task, thoughatiff to plan and manage resulting in
multiple factors influencing the decision. Accorglito Monroe (2003), as competition
intensifies, developing appropriate pricing degisitbecome imperative. There is no
one way to determine price. Although, empiricaldevice suggests that cost-plus is
the most widely adopted method (Avlontitis and hdas, 2006) due to its simplicity
and easy use. In practice, most firms set pricexyws combination of cost-plus and
competitive pricing (Pasura and Ryals, 2005).

One of the main issues surrounding pricing diffies observed by Carson et al
(1998) is the lack of experience among managerdlatieavy reliance on cost-base
methods for establishing prices (Nobel and Gru889). Traditional economic theory
assumes that a manager knows his/her demands stsdf@oa product or service. In
practice, they may not have access to this infaonagCunningham and Hornby,
1993).

There is an increasing interest in the pricing sileai (Rao, 1993). This area of
research is important for all involved in the pmigi decision-making process,

particularly accountants. Traditionally, cost aaaing had a narrow function, being

used solely for pricing and determining income (@mtyand Davenport, 1997). These
traditional practices are subject to greater seyutand critique in today’s fast

changing competitive environment (Johnson and Kgl@91) and some change may
be required when dealing with technology products.

This study seeks to develop a template that explaiore fully the pricing process in
this sector and examines how it might be refinedyfeater effectiveness. A proposed
methodology is offered which would match the fulfént of this research goal.
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ANOTHER CSR — CUSTOMER SATISFACTION REPORTING — AN
EXPLORATION

Professor Ciaran O hOgartaigh
(School of Accounting & Commercial Law, Victoria University of Wellington)
and
Dr. Afra Sajjad
(Head of Policy Development, ACCA — Pakistan)

Abstract

Customer satisfaction is an increasingly importiivter of firm value, particularly in
B2C businesses and/or in the service sector.dlsis a subset — and underbelly — of
intangible assets and, as such, disclosure mechanfer customer satisfaction
potentially shed light on disclosure technolog@sifitangible assets more generally.

This paper reports on the first part of a reseatady which endeavours to answer
why and how should customer satisfaction be digdas the annual reports. The
initial part of the study reported here is explorgtand involves interviews with
CFOs of leading European (Irish) companies (‘preys) to ascertain their views on
potential disclosure technologies for customers&attion. The research finds that
preparers are well-disposed in principle towardshstisclosures. However, broadly
consistent with the ‘politics of intangibles’ litgure, they are less favourable in
practice citing issues such as measurement dififesjlcompetitive constraints and a
reluctance to disclose negative information. Gittes principle-practice conundrum,
the paper prompts a further examination of the equences of customer satisfaction
disclosure for the decision-making of the userarofual reports — an area where there
is little prior research.
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‘Elevating the profession’: social closure and thelevelopment of the
Institute of Chartered Accountants in Ireland
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Abstract

The Institute of Chartered Accountants in IrelahdAl) was formed against the

backdrop of a volatile political climate in whichnaainly Protestant ruling class saw
its economic and social dominance being challenggdin increasingly confident

Nationalist Catholic bourgeoisie. Engaging in a i@plof social closure, the

predominantly Protestant founding members soughdetmure their socio-economic
status in a manner that would ensure their contiremnomic influence. This paper
traces the means by which the ICAI sought to ciretnibe and perpetuate its
composition and influence over the course of thst ftwenty-one years of its
existence.

Word Count: 13,800

The author would like to acknowledge the generous financial support of the Irish
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THE IMPACT OF DEMOGRAPHIC VARIABLES ON ETHICAL DECI  SION-
MAKING OF IRISH TRAINEE ACCOUNTANTS

Bernard Pierce and Breda Sweeney*
Dublin City University and National University of | reland, Galway

Abstract

This study examines the impact of a range of deaplgc variables (gender, firm

size, educational background, length of servicé,\mark area) on ethical intentions,
ethical judgement, perceived ethical intensity gedceived organisational culture.
Four cases containing information on four typeslydfunctional behaviours (biasing
sample selection, over-reliance on client work,ar@porting of time and premature
sign-off) were distributed to trainee accountarnteraling lectures of the Institute of
Chartered Accountants in Ireland. Findings sugtjest gender, firm size and degree
have a significant influence on ethical decisionkimg. These variables also had a
significant impact on perceived ethical intensisyddd work area. Gender, firm size,
postgraduate education and staff level had a sigmf impact on perceived

organisational culture. Implications of the findéngnd areas for further research are
discussed in the paper.
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A Stochastic Discount Factor Volatility Upper
Bound in a Mean-Variance-Skewness World:
No Good Deal Implications for Multi-Factor
Models Estimates

Valerio Poti,
Dublin City University Business
School

1* Draft: January 2004
This Version: 26" March 2007

Comments welcomed

Based on an upper bound on investors® risk aversion, this paper derives a stochastic
discount factor (SDF) volatility upper bound that limits attainable maximal Sharpe
ratios, Without the need to observe investors™ optimal portfolios, the bound and a no-
arbitrage condition can be used to rule out “*good deals™ in incomplete markets. The
usefulness of these restrictions is shown by imposing them on multifactor models non-
linear in the market return. Empirical results show that, under the bound, the price of
coskewness risk is much lower and the annuvalized coskewness risk preminm drops, in
absolute value, from -2.6 to -1.6 percent. When the test assets include managed
portfolios and option-like strate gies, conditional versions of a model that nests the Fama
and French {1996) 3-factor model and the quadratic market model either violate no-good
deal restrictions or are not empirically admissible.

WINNER OF THE AMERICAN ASSOCATION OF INDIVIDUAL
INVESTORS SFA 2006 BEST PAPER AWARD

Key words: Asset Pricing, Coskewness, Linear Pricing, Maximal Sharpe Ratios
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COMPARISON OF FINANCIAL AND MARKETING MANAGERS® VIEWS
ON THE USAGE AND IMPORTANCE OF MANAGEMENT ACCOUNTING TECHNIQUES
AND THE EFFECTS OF PERCEIVED RISK

A William Richardson”
DeGroote School of Business
McMaster University
awrich@mcimaster.ca

A Tansu Barker
Faculty of Business
Brock University

This study compares the usage and importance, and exammes the effect of the contingent variable orgamzation
risk environment, for 47 management accounting fechniques as reported by 89 matched pairs of sentor financial
and marketing managers in large Canadian companies. There are seven techmques, all traditional, that have
highest reported usage and mmportance for both types of managers. There are statistically significant differences
in usage and in importance for about half of the individual techniques, with some larger for financial managers
and others larger for marketing managers. The financial and marketing managers do not differ sigmificantly n
their reported usage and percerved importance of the full set of techniques. The financial managers report lngher
usage and importance than marketing managers for the 26 traditional techniques, but there is no difference
between them for the 16 contemporary techmques. The financial managers report higher usage and importance
for traditional than contemporary techniques when only the techniques differing significanily are considered.
Both types of managers report significantly higher usage and importance for traditional over contemporary
techmiques when the full sets of traditional and contemporary techmques are considered. When organizational
risk environment is included as a contingent vanable, some techniques differ between the low and high risk
clusters for usage and importance by the financial and marketing managers. However, there 1s relatively little
overlap of the sets diffening for each of the companisons. These techniques are not among the ones with highest
usage or importance, but they show a relationship to orgamizational strategy. A relattvely small number of these
particular techmiques allows good classification of managers between the nisk clusters in each case, suggesting
these techmques have some fundamental difference for the two groups of managers.

1. Corresponding and presenting author.
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FINANCIAL REPORTING OF JOINT VENTURES: CANADIAN EVIDENCE
ON THE EQUITY METHOD AND PROPORTIONATE CONSOLIDATION

A, William Richardson’
DeGroote School of Business
MeMaster University
Hamuilton, Ontario, Canada L8S 404
awrich{@mcmaster.ca

Raafat R. Roubi
Faculty of Business
Brock University
St. Cathanines, Ontanio, Canada L2S 3A1

Kazb1 Soonawalla
Department of Accounting and Finance
London School of Economics
London WC2A 2AE

We use a sample of large Canadian companies over the period 1985-2000 to study the financial reporting for
joint ventures. In 1985-1994, when a choice between the equity method and proportionate consolidation to
report joint ventures was allowed, a statistically sigmificant majonity of companies chose proportionate
consolidation. A logistic regression shows that compamies tended to choose a reporting method consistent with
company characteristics in 1985-1994. Large compantes and companies with higher leverage tended to choose
the equity method while companies in the resource sector tended to choose proportionate consolidation. in
accordance with expectations. We examined the value relevance of earmings, shareholders” equuty and assets
and liabilities in the periods 1985-1994 and 1995-2000. We found consistent value relevance in both peniods of
the accounting numbers for companies that chose PC 1n 1985-1994. However, m 1985-1994 the value relevance
of the accounting numbers for companies that chose the EM differs significantly from that of the companies that
chose PC. The value relevance for the companies that chose PC does not differ significantly from 1985-1994 to
1995-2000, but that for the companies that chose the EM does. Our findings have implications for the IASB’s
proposal to require the equity method only to report joint ventures.

1. Corresponding and presenting author.
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The Role of the Sell-side Analyst in CommunicatinCompany- related Non-
public Information to the Markets

Paul Ryan (University College Dublin)

This paper explores the nature of the informatioat rives company share price
activity even though it is not in the public domaifhe services of the sell- side
analyst are employed to provide ratonalisationsfmh movements to provide insight
into the market's information processing abilities. Analysts’ company
recommendations are found to constitute 16 per oénsuch movements, thus
confirming their key role in a firm’s imformatiomeironment. In addition, it is found
that a not insignificant proportion (34 per cent)tltese “unexplained” movements,
are driven by factors unrelated to “hard” newss Ispeculated that such factors may
go unreported in the financial press due to thetargibility and fuzzy nature and that
the professional sell-side analyst plays a sigaific role in interpreting and
communicating such value- relevant information #oto the market. Finally, the
paper reports preliminary evidence of delays inrttegket response to news releases
in 23 per cent of cases. This suggests that the standard assumptions of the
efficient market hypothesis, that the diffusion @fformation takes place
instantaneously among investors and that they faittas soon as it arrives, are not
necessarily always valid.
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Implementing Public Private Partnerships in the Nothern Ireland and Republic
of Ireland Education Sector: A Comparative Analysis

Tony Wall, University of Ulster, Eoin Reeves, Univisity of Limerick and Ciaran
Connolly, Queens University Belfast

Abstract

This paper examines the introduction of Public &evartnerships (PPPs) into the
Northern Ireland (NI) and Republic of Ireland (Rebfucation sector. Whilst NI and
the Rol adopted this method of funding school baddorojects several years after
other parts of the United Kingdom (UK), both apptahave experienced similar
problems. This paper begins by outlining the adsg®s$ and disadvantages of using
PPPs, before reviewing the experience of the UKAumstralia with PPPs in
education. It then examines the introduction of #iPRhe education sector in NI and
the Rol, considers the success or otherwise ahttigeidual projects and concludes
by discussing the impact these schemes may haverht future of PPPs in

education in Ireland.
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The profile and motivation of volunteers in Northem Ireland Credit Unions

Ann Marie Ward (Queen's University Belfast)
Donal McKillop (Queen's University Belfast)

Credit Unions are self-help, cooperative finandratitutions that provide simple
savings and loans products to their membershipeyTdre governed by volunteer
members who are elected by their membership. Téwereo educational or business
experience requisites for board membership, thowgiming is provided by trade
associations. The total assets of credit unioméarthern Ireland range from £30,000
to over £50 million. Several of the larger credglitions do have managers and paid
staff, however, many of the key decision makinguisdertaken by committees
(membership committee, loan committee, etc), mau®fuolunteers. Most of the
smaller credit unions are managed and operatedybpholunteers.

This study uses a survey to profile volunteers redit unions in Northern Ireland
(age, gender, marital status, children, employnstatus, education and household
income). The paper quantifies the results and esegpthem to the results commonly
found by other volunteer research studies (a stgr@al volunteer profile is reported
in many other studies. This profile is referreca®the ‘dominant status approach’).
The findings are that in some respects volunteersredit unions conform to the
‘dominant status approach’ theory (age, genderjtatatatus) however, they do not
so in respect of other variables (number of chiidemployment status, education and
household income).

The survey also collected information on the infice of key motivations (identified
in other studies) for volunteering. The results analysed according to key human
behavioural models suggested in the economic fitexgpublic goods model, private
goods model and the investment model). The palgeriategrates the behavioural
models suggested in the psychology and socioldaggature by mapping them to the
economic models. The result of this process i$ Woéunteers to credit unions in
Northern Ireland are found to behave in a mannat it reflective of the private
goods model. This finding provides support forwam glow theory.

The results of this study have policy implicatidos credit unions. If credit union
governors know the profile of their current volwert® and what motivates them, then
they cans use this information to target peoplenaieeruiting volunteers.
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AN ACTION RESEARCH PROJECT ON SME EVALUATION:
COMPLEMENTARY PERSPECTIVES OF
ENTREPRENEURS, BANKERS AND ACCOUNTANTS

Garvan Whelan
Department of Accounting and Professional Sudies
Institute of Technology Tallaght Dublin
garvan.whelan@it-tallaght.ie

ABSTRACT

The main purpose of this paper is to report oneimpirical findings from an action
research project that was based on the principleoofplementarity. This principle
recognises that consideration of diverse perspextwill provide a more complete
understanding on any phenomenon.

The IASB’sFramework for the Preparation and Presentation of Financial Statements

and the ASB’sSatement of Principles both emphasise the need to consider the
information needs of a wide range of users wheiuatiag the financial performance
and position of an entity. Research into the penéorce of populations of small firms
reveals that the vast majority of SMEs could becdbed as ‘trundlers’ as opposed to
‘high-fliers’. From this, we can note that the famdental issue regarding SME
evaluation is assessing whether the business wiive or fail. For this reason, the
paper focuses on factors associated with failurehengrounds that knowledge of
these variables will reduce the risk involved ia girocess of SME evaluation.

Action Research emphasises the open nature of @¢kearch process and the
importance of feedback from various sources utifiziifferent research methods. It is
an approach that facilitates the process of findiagalysing, interpreting, and
reviewing information from multiple and sometimesntradictory sources and
perspectives. Action Research addresses probleshsahcern both practitioner and
researcher and thereby provides an incentive fervilrious SME stakeholders to
partake in the research process.

The project involved conducting interviews, faatihg focus groups and meetings
and the use of other research procedures. Thislarasin order to obtain insights and

empirical evidence regarding the risk of failuredahe management of knowledge

relevant to parties interested in the evaluatiorSMES. The paper highlights the

interlinking roles of entrepreneurs (as creators mranagers of enterprises), bankers
(as providers of finance) and accountants (as advend auditors).

Researchers into Irish SMEs usually encounter abeurof difficulties, namely; a
scarcity of empirical data, inappropriate modelsd aa lack of comparable
international information. The analyses and findiniscussed here are based on data
sources that are publicly available in most coestriThe research methods employed
facilitate and encourage practitioner input and banapplied to different business
scenarios. It is intended that these findings halp other researchers overcome the
difficulties mentioned above and will lead to a eanformed approach to the
evaluation of the financial performance and positb Irish SMEs.
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