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ABSTRACT 
 
 
 

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

Patricia C Barker 
Kathy Monks 

 
 

Dublin City University 
Pat.barker@dcu.ie 

 
 
 

Previous research by these authors has explored the obstacles to progression in the 
Accounting profession by women and has also considered the high drop out rate of 
women who qualify and appear to be  set for progress in the professional offices.  
This paper outlines a research project that explored the characteristics of women who 
overcome the obstacles, who are offered promotion, who make it to partnership in the 
Big Four firms and who decide to stay. 
 
A study was conducted of women in partnership in the Big Four in Ireland, UK, US, 
Australia, New Zealand and South Africa.  There are very many different women who 
make it to partnership in the Big Four firms, but there are common characteristics that 
can be identified.  Using a Guttman analysis, this paper explores the developmental 
pathway of the women partners and considers the parallel career and personal tracks.  
Although partnership increases the control over time that many of these women seek, 
there are significant conflicting demands that are difficult to overcome.  From a career 
management perspective, the women described tightly supported pathway 
management up to the point of partnership only to be confronted with little or no 
structured support from that point onwards.  Many of the women described well-
structured stratagems to manage their child-bearing and child-rearing, but there are 
significant conflicts identified between managing career and managing relationships 
with spouses and partners and finding time for personal development and well-being.  
The implications for the women themselves, for future generations of women partners 
and for the firms are considered. 
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An Empirical Investigation into the Relative Importance of Stock Picking vis-à-
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 on the assumptions and 
implications of the CAPM and EMH for asset combination and diversification 
decisions.  In theory, prices reflect all available information and it should not be 
possible to beat the market other than by chance. Optimum investment involves 
passively holding some combination of a listed market index and some investment in 
risk-free securities.  If asset prices do not reflect all relevant information, it may be 
possible to earn superior returns through research to identify value-relevant firm 
information.  In a climate of low interest rates as investors seek superior returns one 
might expect significant active investment as distinct from passively investing in 
broadly based market indices.  The purpose of this study is to examine the pattern of 
active versus passive trading in UK equities over the period 1991-2005 inclusive.  
Drawing on the two fund separation theorem (Lo and Wang, 2000; Bhattacharya and 
Galpin, 2005) we develop a metric to analyse trading activity and volumes in the UK 
FTSE350 and AIM markets, with emphasis on industrial and size-based effects.  Our 
findings indicate that active stock picking has been consistently declining in the UK 
market over the period studied for all markets, size quintiles and in virtually every 
industrial sector.  Moreover, trading patterns reveal a pronounced size effect with 
significantly less stock picking in larger capitalisation stocks vis-à-vis smaller stocks.  
Patterns of investment in the AIM suggest an increase in index trading over time but 
higher overall levels of stock picking relative to the FTSE350 list.  
 
Correspondence Details: 
Dr Edel Barnes, 
Department of Accounting and Finance, 
University College Cork. 
 
Tel: +353 21 4902939 
Email: e.barnes@ucc.ie 
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Pension Fund Ownership and Board Dynamics – UK Evidence 
 

Tongyu Cao 
 

Accounting and Finance 
 

University College Cork 
 

e-mail: ty.cao@ucc.ie 
 
 
 

Abstract 
 
This study monitors board composition change of publicly traded firms in the UK 
over a 10 year period between 1996 and 2005. Contemporaneous and subsequent 
board dynamics are examined in relation to pension fund share dealing transactions. It 
is found that consistent pension fund ownership increase precedes and anticipates the 
improvement of board independence to a large magnitude. In comparison, 
improvement of board independence to a lesser extent or even deterioration in board 
independence follows consistent pension fund ownership decrease. 
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The Conditional Labour CAPM 

 
The literature testing the CAPM has been very extensive since its inception in the 
1960’s. Although the CAPM is simple and intuitively pleasing in theory, whether is 
holds empirically is still an open question. The testing of it is susceptible to many 
difficulties, one of which is how to select a suitable market proxy. This is highlighted 
in Roll’s critique, which asserts that because the true market portfolio is unobservable 
empirical tests of the CAPM are inconclusive. This study addresses this issue by 
carrying out an empirical investigation of the CAPM using a broader definition of the 
market portfolio. FTSE 100 data is used to determine if the cross-sectional variation 
of average returns improves when the CAPM includes a stock index beta and a labour 
beta.  A further difficulty in testing the CAPM is the use of realised market returns to 
proxy for expected returns. The methodology of Pettengill, Sundaram and Mathur, 
(1995) is employed to allow a negative relationship between realised returns and beta 
when realised market returns fall below the risk-free rate.  
 
The empirical results confirm that, the Standard CAPM is rejected. The results 
indicate that stock index beta is unable to explain the cross-sectional variation in 
average returns. The Labour CAPM does not improve the performance of the model. 
The results indicate that labour beta is statistically insignificant and does not impact 
on the cross-sectional variation of stock returns.  
 
The Conditional CAPM shows improved results. The results provide support for a 
systematic but conditional relationship between stock index beta and realised returns.  
Portfolios with higher betas have higher returns when the market risk premium is 
positive and lower returns when market risk premium is negative. Results for the 
Conditional Labour CAPM are mixed. The results confirm a consistent and significant 
relationship between stock index beta and returns. However labour beta remains 
statistically insignificant across all portfolio sorts 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 and Finance 
Department      University of Limerick 
University College Cork    Limerick 
Cork        
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Comparative Analysis of Corporate Governance Theory: 

The Agency-Stewardship Continuum 

Margaret Cullen¹, Collette Kirwan² & Niamh  Brennan¹ 
 
 

University College Dublin¹ & Waterford Institute of  
Technology² 

 

 

Abstract 

 

Agency theory and stewardship theory represent a continuum of theoretical 
perspectives.  Under “pure” agency theory the organisation is characterised by the 
conflict between principal and manager that necessitates control mechanisms and 
extrinsic managerial incentives. At the other end of the continuum is “pure” 
stewardship theory. This perspective posits interest alignment between principal and 
manager and advocates intrinsic incentives that allow for managerial self-
actualisation. We argue that other theoretical perspectives intersect the agency-
stewardship continuum. Interconnecting with these two polarised perspectives is (a) 
the stakeholder theory, which explores the dilemma regarding the “purpose of the 
firm”: shareholder value maximisation versus a wider stakeholder value creation 
perspective and (b) the resource dependency theory, which considers a role for 
directors beyond the traditional control responsibilities envisaged by agency theorists. 
The paper attempts to position the stakeholder theory and resource dependency theory 
along the theoretical continuum from agency to stewardship theory and to consider 
the implications for governance mechanisms. 
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Stochastic volatility and jump effects: evidence from the S&P 500 Index Options 
Market 

 
 

 
Mark Cummins * 

 
Bernard Murphy † 

 
 
 

Exploiting a fast Fourier transform pricing engine, alternative stochastic volatility 
affine jump-diffusion models are tested against an extensive S&P 500 index options 
data set that is more contemporary than has been considered hithertofore in the 
literature. The data set covers the period 1998-2004, allowing for an investigation of 
the 1998, 2000, 2001 and 2002 stock market downturns. It is found that the 'jump-in-
price' model appears to better fit the data than the seminal diffusion model and, 
surprisingly, an extended 'double-jump' model. Increased negative skewness and 
excess kurtosis during the 1998, 2001 and 2002 downturns are evidenced, with the 
'jump-in-price' and 'double-jump' models accounting well for skewness effects. All of 
the models are shown to improve on standard Black-Scholes biases, although the 
attenuation of the implied volatility skew is found to be insufficient in each case, 
providing evidence of specification error. Further, a time-series estimation of the 
candidate models, defined under the objective measure, is performed using a 
maximum likelihood estimation framework constructed using Fourier inversion 
techniques. 
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† Bernard Murphy, Lecturer in Finance, Dept. of Accounting & Finance, Kemmy Business School, 
University of Limerick, Limerick, Republic of Ireland; E-mail: Bernard.Murphy@ul.ie; Phone: +353 
(0)61 20 2134. 



 9 

 

 

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

 
Elaine Doyle 

 
Department of Accounting and Finance, Kemmy Business School, University of 

Limerick, Ireland. 
 

elaine.doyle@ul.ie 
 

Abstract 
 

Cognitive psychology holds that before an individual reaches a decision about how to 
behave ethically in a specific situation, ethical or moral reasoning takes place at a 
cognitive level. Kohlberg’s stage sequence theory identifies six stages of ethical 
reasoning and Rest’s Defining Issue Test provides us with a means by which to 
measure the ethical reasoning ability of individuals using hypothetical ethical 
dilemmas of a broad social nature. The theory and the psychometric test have been 
widely used over the past thirty years to test the ethical reasoning ability of 
accountants in many jurisdictions and to identify the variables that might influence 
ethical development. 
 
This paper reviews the existing research on the ethical reasoning of accountants and 
discusses the relevance of the findings for tax practitioners. On the basis of 
unstructured interviews conducted with tax practitioners from a range of backgrounds, 
the paper explores the ethical environment in which the tax practitioner operates. 
Using the Defining Issues Test as a blueprint, a context-specific test is proposed 
which aims to measure the ethical reasoning ability of tax practitioners in their 
working environment. 
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Abstract 
 

An empirical study of the adoption/non-adoption of activity 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 investigate the current state of adoption of 
activity based systems in Ireland. The findings show that 55% of respondents have 
adopted activity based costing. This rate of adoption is significantly higher than 
reported in previous studies of ABC/M adoption in other sectors in Ireland, namely 
manufacturing, service and financial sector organisations. The survey revealed that 
those respondents who have adopted activity based costing have done so in particular 
areas (laboratory and radiology departments) within the hospital and are not using 
activity based costing across all areas of the hospital. Only two sites have adopted 
activity based costing in the entire hospital. The survey investigated the reasons for 
adopting activity based costing, the perceived and achieved benefits of activity based 
costing and the reasons for nonadoption. The reasons for adoption were more accurate 
costing and better use of resources, required to achieve more accurate and relevant 
patient cost data, so as to allow a more efficient response to rising healthcare costs. 
However, many sites reported problems with implementation, the under-development 
of information technology systems to effectively implement activity based costing, 
being the main reason. The 45% of respondents who have not adopted activity based 
costing cited the cost and complexity involved with implementation as the main 
factors in non-adoption. Consistent with prior findings in Ireland and elsewhere, more 
than one third of the responding hospitals have not given any consideration to the 
possible implementation of activity based costing to date.         
 

 
 

 

 

Address for correspondence: Dr. Gerardine Doyle, UCD 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 Feeney (Corresponding Author), Dublin City University, Dublin 9, Ireland  
P: +353 1 7006876; E: orla.feeney3@mail.dcu.ie 

 
and 

 
Bernard Pierce, Dublin City University, Dublin 9, Ireland 

P: +353 1 7005450; E: bernard.pierce@dcu.ie 
 

 
ABSTRACT 

 
Previous research into the role of the management accountant has focused on two 
main areas- control and decision-making. Developments in the business environment 
have altered the dynamics of these two aspects of the role suggesting that today’s 
management accountant is responsible for providing an increasingly wide range of 
information. The literature suggests that this can only be achieved if the management 
accountant becomes a hybrid accountant who assists managers in controlling the 
organisation, while also performing as a ‘business partner’ alongside the management 
team. A review of the literature identifies a need for a more rigorous examination of 
the management accountant’s role and exposes a dearth of empirical research 
reporting managers’ perceptions of the management accountant’s role.  
 
This paper reports the findings from an empirical review of managers’ perceptions of 
the role of the management accountant in the provision of information for control and 
decision-making. It examines the complex nature of the management accountant’s 
role, focusing on the information produced by the management accountant, the skills 
and attributes exhibited by the management accountant and the growing conflicts 
facing the management accountant in today’s business environment. 
 
The findings suggest the existence of four alternative types of management 
accountant: a Reporter, a Guardian, an Interpreter and a Participator. Several factors 
were identified which may be associated with each of these four types of management 
accountant. In addition, outside of this framework some further insights were gathered 
which facilitate a deeper understanding of the complexities of the management 
accountant’s contemporary role. 
 
The study highlights the diversity of management accounting roles among different 
organisations. It presents a deeper understanding of what managers are looking for in 
terms of support for control and DM and examines the levels of satisfaction among 
managers regarding their MAs’ performance. The study broadens our understanding 
of the control frameworks presented in the literature and examines the concept of the 
hybrid accountant, presenting a more detailed examination of the hybrid accountant 
than has previously been presented in the literature. Finally, the study increases our 
understanding of the conflicts inherent in the MA’s role, as perceived by managers. 
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The Capital Structure Puzzle: A Review of the Empirical 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 empirical research on the capital structure 
decision making function, organised by the different theories espoused in the 
literature. Since Modigliani’s and Miller’s 1958 seminal paper on capital structure 
irrelevancy, a host of theories have been formulated in an attempt to explain the 
firm’s choice of debt and equity in its capital structure decision, resulting in literally 
hundreds of empirical research papers. However no overwhelming evidence has yet 
been presented that places any single theory above the rest in its ability to explain the 
financing behaviour of corporate managers. The purpose of this paper is not only to 
document the empirical evidence from previous studies, but also to identify certain 
key variables and methodologies consistently found to provide significant empirical 
results, and to identify the major shortcomings of a number of studies. Finally, I 
develop a set of variables and methodologies to be used in future studies, that provide 
theoretically sound and unbiased evidence, in so far as that is possible, about the 
capital structure decision. 
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A qualitative exploration of students’ perceptions of learning outcomes within 
professional accounting education 

 
 

Barbara Flood* 
Dublin City University 

 
Richard M. S. Wilson 

Loughborough University 

 

Abstract 
 
Professional education and examinations play a key role in the development of the 
knowledge, skills and values of students as they prepare to become effective 
professional accountants (Wilson, 2002; IFAC, 2003). Interestingly, little research has 
been conducted to date concerning either the learning experiences of students within 
professional accounting education or the nature and quality of the learning outcomes 
achieved.  
 
This paper aims to reduce this research deficit by rigorously exploring students’ 
perceptions of the learning outcomes achieved on completion of the professional 
education programme and qualifying examination of a professional accountancy body 
in Ireland. The data for the study were collected by means of in-depth semi-structured 
interviews with a sample of students and were subsequently analysed within an 
interpretive framework using template analysis.  
 
The findings reveal that students do not describe the outcomes of the professional 
education process in terms of the development of knowledge or professional 
competence. Rather, they view the qualifying examination as a hurdle which, if 
passed, provides access to a wide range of career opportunities and financial rewards. 
Interestingly, many students identify outcomes from the process which relate to 
personal attributes or self-development and many describe changes in their self-
perception. The paper concludes by evaluating the implications 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 current developments in 
Earnings Management Research 

 
Elmarie Fryer (Dublin City University) 

 
Earnings management is a long established practice in financial reporting.  The focus 
on governance in the aftermath of the accounting scandals in recent years has led to a 
renewed focus on company earnings and the management thereof. 
 
This has resulted in a significant increase in research in this area.  In the top sixteen 
accounting journals reviewed, the number of papers published on earnings 
management increased from 21 in 1995/1996 to 67 in 2005/2006. 
 
The research includes a broadening of the definition of earnings management from 
simple accruals management to a series of activities performed by management, 
including general accruals management, specific accruals management, real earnings 
management, and classification shifting.  Another focus of the published research is 
an understanding of the various causes of earnings management, and the factors that 
may encourage management to either increase or decrease their earnings.  This is 
useful for practitioners and regulators who may want to identify companies that are at 
higher risk of earnings management. 
 
This paper provides a comprehensive review of research published in the last ten 
years.  It emphasises the following areas: (i) the various ways in which earnings is 
managed; (ii) the motivations of management to manage earnings; (iii) the arguments 
for and against managing earnings; (iv) regulatory response to earnings management; 
(v) methodological issues in earnings management research; 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 Fund Data 

 

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 hedge funds adjusted for higher order risk 
factors. A stylised feature of hedge fund returns is their non-normal distributions with 
statistically significant third and fourth order moments, namely skewness and 
kurtosis, along with first order autocorrelation. Traditional risk-adjusted performance 
measures fail to account for these higher order moments.  We employ a residual 
augmented least squares (RALS) approach to model higher order risk moments in 
returns that allows us to estimate a new risk-adjusted performance measure for hedge 
funds.  We examine the performance of emerging market and long/short equity 
strategies and compare the results to standard risk-adjusted performance measures.  
This new risk-adjusted performance measure is shown to be more efficient in 
modelling hedge fund performance and provides a comprehensive 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: 
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Catherine.McLaughlin@ILIM.COM 
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The Discount Rate Used in Capital Budgeting in the Irish 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 capital budgeting is a critical input to the 
investment decision. In the public sector, such influence could result in a change in 
public policy, or a decision to commit to substantial expenditure of public funds. The 
discount rate for the Irish public sector has remained unchanged since 1984. This 
paper is a first step in filling a gap in the Irish capital budgeting literature. It uses a 
case study methodology to examine the capital budgeting practices of two State-
owned companies who currently spend in excess of a combined total of €1 billion per 
annum on capital expenditure. This paper explains the significance of what may 
appear to be a small difference between the discount rate applied, and theoretical 
alternatives. It concludes that there is a need for a review of the discount rate specified 
for the public sector, along with a call for greater transparency 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 determine the amount paid for goods or 
services provided between associated enterprises.  It is a major factor in determining 
the distribution of a multinational corporation’s (MNC) taxable profits between 
different jurisdictions.  To reduce their global tax charge MNCs prefer to have the 
highest possible amount of their taxable profits in low tax countries such as Ireland.  
Conflict often arises because the tax authorities in jurisdictions with high rates want 
MNCs operating in their territory to pay tax on the highest possible share of the 
group’s profits.  This conflict is dealt with, in principle, by using the “arm’s length 
standard” i.e. by using third party prices to benchmark the transfer prices between 
related parties.   
 
In practice the arm’s length standard is often complex to apply - requiring extensive 
documentation and regulation.  Unlike most developed countries Ireland does not 
have specific transfer pricing legislation.  In 2002 the EU set up a Joint Transfer 
Pricing Forum to investigate how EU-wide transfer pricing rules might be introduced 
to further the internal market.  In June 2006, based on the work of their Forum, the 
Council of the EU agreed a Code of Conduct on transfer pricing documentation for 
associated enterprises in the EU (EU TPD).  This research reports the results of a 
survey of Irish operations of MNCs in the Pharmaceutical and IT sectors.  It 
summarises their views of the impact of the new EU TPD and on whether Ireland 
should introduce specific transfer pricing regulations.  
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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 trend over a period of time in 
examination grades awarded that is not matched by real improvement in learning or 
achievement. This paper analyses grade inflation in the undergraduate awards of 
business schools in the Universities and Institutes of Technology in the Republic of 
Ireland. 
 

Grade data from 1994-2004 is analysed and a pattern of very significant grade 
increase is identified. The level of grade increase was compared with changes in the 
academic entry requirements in each institution. In the Universities, some 
improvement in entry standards was in evidence but not of a scale likely to explain 
the level of grade increase found. In the Institutes of Technology, the academic ability 
of entrants was in decline but grades awarded nevertheless increased very 
substantially over the period. Other possible explanations for these increases are also 
investigated and it is concluded that none can explain the increase in higher awards. 
 
The causes of such grade inflation are next discussed and it is argued that Universities 
and Institutes of Technology have long set institutional expansion as their primary 
goal, ignoring the fact that continuing growth can only be achieved by drawing 
academically weaker and less motivated students into third level courses. This should 
have already led to declining grades and sharply increased failure rates or 
alternatively to a major growth in less academic third level courses designed to suit 
weaker students.  With respect to both alternatives, the opposite has happened. In 
addition, an examination of the operation of the third level grading process explains 
how grade inflation actually emerged and evolved within the parameters of the 
grading system and the particular policy biases of third level institutions.  
 
The paper concludes with a discussion about how little concern there has been within 
Irish education about the reality of grade inflation and a critique of current 
institutional policies that are progressively undermining the meaning of qualifications. 
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Research in higher education has focussed on how students can be encouraged to 
adopt deeper approaches to learning to the extent that learning to learn itself becomes 
a learning outcome.  Emphasis on learning as a change in the way a person sees, 
understands and conceptualises can bring us to what has been described as a learning 
outcomes paradox: much of what is publicly assessed and measured is only a 
surrogate for the underlying desired outcome. 
 
Deep approaches to learning may be facilitated by non-traditional teaching methods 
such as case studies, group projects, role-play, etc; methods which both 
educationalists and the accounting profession view as necessary in the development of 
life-long learning. Accounting students may be reluctant to engage with participative 
interactive learning. In this situation assessment is of critical importance in motivating 
students  
 
This study explores the student and teacher experiences of assessment of case studies 
and group work in accounting programmes. Using semi-structured interviews, focus 
groups and survey findings, it describes how assessment acts both as a barrier to, and 
a driver of, the attainment ‘higher’ learning outcomes. The conclusions of the study 
emphasise the key importance of clarity and transparency in relation to the assessment 
process. A strategy on assessment of all elements, understood and agreed upon by 
students and lecturers alike, is essential for the successful introduction of non-
traditional teaching methods.   
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Abstract 
 

The growth in interest in merger (risk) arbitrage has predominately come from the 
hedge fund and investment banking industries.  Past empirical evidence has shown 
that the merger arbitrage strategy generates a return distribution equivalent to a short 
put option in a stock index.  These prior studies have focused on monthly returns in 
the United States stock market.  This paper replicates the core underlying merger 
arbitrage strategy using daily data from the United Kingdom to generate simulated 
merger arbitrage portfolio return series, for the period 2001 through to 2004. As these 
series are higher frequency daily data they capture important short-run price dynamics 
that previous studies have ignored. 
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Abstract 
 
 
The use of quantitative, often non-financial, targets and performance measures by 
businesses and not-for-profit organisations has recently received increasing attention 
in the academic literature.  In the public sector this has been particularly driven by the 
rise and influence of New Public Management (NPM), resulting in a shift from issues 
of policy to issues of management, and the break-up of traditional bureaucratic 
structures.  One aspect of these changes is an increasing focus on quantitative 
measures of performance as a support to better decision making and more appropriate 
accountability in the public sector. Driven by the NPM agenda, public sector 
organisations have sought to develop targets which cover all aspects of an 
organisation’s performance. However, the extent to which such an agenda and focus 
has impacted varies between countries. This paper seeks to examine the possible role 
of quantitative targets and measures in public sector organisations in general and, 
through an exploratory study of planning documents and annual reports, the nature 
and breadth of the usage of such measurements are examined in a comparative study 
of the Republic of Ireland (RoI) and the UK. What is found is significantly different 
intensities of application between the countries, with the UK applying such ideas in a 
much more rigorous manner than the RoI. Possible reasons for this are suggested.  
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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 occupational stress of Irish trainee 
accountants.  It includes Type-A behaviour as a measure of personality predisposition 
to stress.  Furthermore, it investigates the relationships between occupational stress 
and various job outcomes - job satisfaction, performance and turnover intentions of 
Irish trainee accountants.  Thus, this research study aims to reveal both the leading 
causes and potential consequences of occupational stress in accounting, with trainee 
accountants acting as the focal point for research.  Data was collected using a survey 
questionnaire in 2006.  Hypothesized relationships were tested by the use of Pearson 
correlation coefficients and multiple regression.  Findings suggest that exam pressure, 
role conflict, role ambiguity, qualitative role overload, quantitative role overload and 
a dominant supervisor are the main sources of occupational stress of Irish trainee 
accountants.  Furthermore, a type-A personality disposition in an Irish trainee 
accountant was significantly positively related to job-related tension.  A significant 
negative relationship was identified between role stress (role conflict and role 
ambiguity) and job satisfaction.  Job satisfaction in turn was found to be significantly 
negatively related to turnover intentions.  A significant negative relationship was 
observed between role ambiguity and job performance.  No support however exists 
for the hypothesized relationship between role conflict and job performance.       
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Abstract 
 

‘The psychology of ethical reasoning has repeatedly been shown to be 
of consequence to behaviour in the context of accounting and auditing 
because many professional judgements are conditioned on the beliefs 
and values of the individual’ (Jones and Ponemon, 1993, p. 413). 

 
Professionals are said to be in fiduciary position in which a systematic body of 
knowledge and a code of professional conduct and ethics are combined so as to enable 
professionals make difficult judgements (Cottell and Perlin, 1990). However the 
collapses of companies such as Enron, WorldCom and Tyco which were once 
admired for their performances but are now studied for their failures has led the public 
to question whether  the accountancy profession can be trusted to act ethically. 
Therefore this paper seeks to determine whether accountants possess a higher or lower 
ethical reasoning ability than other professionals. 
 
Theories developed on moral development by authors such as Kohlberg (1981), Rest 
(1986a) and Trevino (1986) are examined and the Defining Issues Test (DIT) (Rest, 
1986b) is used to compare the ethical reasoning ability of members of the 
accountancy and law professions. Secondly the relationship between ethical reasoning 
ability, age, gender, degree of ethical exposure and ethical education are investigated. 
 
Results indicate that there is no significant difference between the moral reasoning 
ability of accountants and solicitors. Gender and education have no significant 
influence on moral reasoning ability but age and degree of exposure to ethical 
dilemmas were found to significantly influence moral reasoning ability. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 24 

 
Group Projects in Large Accounting/Finance Classes:  Lessons from the 

Perceptions of Irish Undergraduate Students 
 

Abstract 
 

Group work is useful in large accounting and finance classes for several reasons: it 
can reduce alienation in a big group; it eases the assessment burden; it encourages 
students to engage with the class material at an early stage, which is particularly 
useful in out technical disciplines; it forces some student interaction around the class 
material. On the other hand it opens up risks of plagiarism, carries free rider risks, and 
can be an administrative headache. 
 
This paper evaluates the implementation of a group project as part of the learning and 
assessment of a large undergraduate corporate finance module. The results of a survey 
of 152 students are presented, reporting their perceptions on its merits and demerits, 
and isolating student variables which predisposed particular responses. The paper 
concludes with recommendations for successful integration of group work into large 
accounting and finance classes. 
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Abstract 

 
Small business is universally recognized as an important driver of economic success. 
However, the tax and regulatory compliance costs of small businesses are 
disproportionately high, due to the fixed nature of some overheads and the lack of 
economies of scale. This places small firms at a competitive disadvantage against 
larger and multinational businesses. In response, most governments introduce targeted 
tax incentives for small firms, and relief for some of the compliance burden, based on 
various definitions of small businesses.  
 
This paper is part of a larger study that seeks to establish the most effective way of 
designing and introducing these incentives, and the best way of defining which 
businesses can benefit from them. Data has been collected from small business 
owners in Ireland and South Africa. Building on an earlier analysis of small business 
provisions, the entrepreneurs are surveyed on the level of difficulty imposed by 
different tax provisions, and on suggested measures to alleviate the burden of 
compliance. Responses are analysed and factors identified which predispose small 
business owners to interact with the taxation system in predictable ways. The findings 
are important from a policy perspective. 
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Abstract 

 
The recent scandals on corporate governance have forced the regulatory bodies to 
issue new corporate governance mechanisms.  These new governance mechanisms 
include banks.  The purpose of this study was to observe changes to the boards of 
directors, to the committees reporting to the board, to the board of directors’ 
independence and adoption to certain charters and checklists in Canadian banks for 
the periods covering the years 2002-2004.  Our sample covers the eight largest 
domestic banks in Canada.  Results indicate a reduction in board members and in the 
number of committees reporting to the board.  However, it increased supervision by 
increasing the number of board committee meetings.  Most of the banks in our sample 
have separated the role of Chairman and CEO, thereby increasing the independence of 
the board.  There was also an improvement in the adoption of a new charter for the 
board of directors. 
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The business environment of the new millennium has ever-higher expectations of 
professional accountants. Much has been written of the crisis in accounting education 
and the perception that accounting education is failing to equip graduates with the 
expertise needed for today’s rapidly changing business environment. 
 
The way in which accountants’ work has changed substantially; the impact of 
information technology has been immense, globalisation and increased volume and 
complexity of standards. The routine tasks of collecting, recording and reporting of 
historic information which in the past was the mainstay of the accountant has been 
replaced, in part by the need for a more forward-looking profession. The number 
crunching can be left to information technology, allowing professional accountants to 
assist management in the strategic decision making process.  
 
The goal of accounting education, as noted by Frederickson (1995), is to produce 
accounting graduates who possess competencies that match the competencies 
demanded by those who employ them. Professional accounting education requires the 
possession of accounting knowledge but there is a focus on development of 
competencies in information technology, communication, critical thinking and 
problem solving.  
 
This study examines the competencies being demanded by Irish employers of recently 
qualified accountants. This study is timely as professional accounting bodies in 
Ireland are rewriting their syllabi in an effort to meet ethical challenges, increased 
regulation, complexity of available information and need to instil a commitment to 
lifelong learning. It is apt to reflect on the competencies that employers consider 
essential for their present and future requirements. This study also explores the 
perceptions of employers, of the adequacy of professional accounting education in 
servicing their needs.  
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ABSTRACT 
 
This study examines the hypothesis that interim earnings have information content 
relative to concurrent interim earnings information and that interaction effects are 
observed upon the joint announcement of interim earnings and dividend information, 
with respect to future interim earnings.  The study is performed on two separate 
samples of UK and Irish companies (all quoted on Dublin Stock Exchange).  Data 
spanning consecutive accounting periods from 2002 to 2005 is employed, modelled 
using (i) OLS regression; and (ii) Kmenta (1986) Cross-sectionally Heteroscedastic 
and Timewise Autoregressive Model.  
 
Prior studies of interaction effects within a UK context employ event study 
methodology, modelling interaction effects with respect to mean abnormal returns.  
Opong (1993) employs interim earnings/dividend data.  The aim of this study is to 
provide additional empirical evidence with respect to modelling significant interaction 
effects between interim earnings and dividend information.  The dependent variable is 
taken to be future interim earnings per share, that is, defined as at time t+1. 
 
The results of the study provide partial support for the hypotheses that: unexpected 
interim earnings in period t have information content with respect to interim earnings 
in time period t+1; unexpected interim earnings and dividends at period t jointly have 
information content with respect to interim earnings at time period t+1; unexpected 
interim dividends in period t appear to have information content with respect to 
interim earnings at time period t+1; a significant interaction effect exists between 
interim earnings and dividend information with respect to interim earnings at time 
period t+1.  The results are dependent however, upon the estimation technique 
employed; firm-specific factors; and the domicile of the quoted company.  The 
evidence indicates that interaction effects are not detected across consecutive periods. 
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Abstract 

Purpose - This study provides a modern perspective on the role of dividends in 
smaller developed countries by examining views regarding the determinants of payout 
levels, the relevance of conventional signalling theory, the role of dividends in stock 
selection, the role of taxation and the importance of share repurchases and buybacks. 
Methodology/Approach - The study employs semi-structured interviews1 with 
leading Irish fund managers and financial analysts in Irish stockbrokers. Findings - 
The results suggest support for the notion that dividend policy affects share 
valuations; that fund managers have significant ability to influence dividend policy of 
companies in which they have a shareholding; taxation issues appear to influence 
stock selection, and that the majority of fund managers prefer cash dividends to 
buybacks. Originality/Value of Paper - The contribution of the paper comes from 
the uniqueness of the Irish setting: the Irish market is relatively small but, unlike 
many similarly-sized markets, it is highly-developed, with long-term historical links 
to the London Stock Exchange. The results therefore provide evidence about the 
extent to which earlier findings based on the world's largest developed markets also 
prevail in those that are more modestly-sized. 
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ABSTRACT 
 

The control of audit quality is challenging for audit firms and limitations surrounding 
the use of formal controls have been previously highlighted, with a number of studies 
advocating the suitability of more informal types of control such as ‘clan control’ in 
the audit environment.  Clan control is a subtle and intangible form of social control 
which can be extremely powerful given the right set of conditions.  These conditions 
require clan members to be fully committed to the goals of the organisation and in 
agreement on what constitutes appropriate behaviour and these features should 
permeate the organisation.  It has been suggested that audit partners are members of a 
clan and use clan controls to exercise control over audit staff.  Audit seniors have 
been previously found to exploit weaknesses in the control system and this study 
explores their perceptions of audit partners’ commitment to, and belief in, the goals of 
the firm.  Findings based on semi-structured interviews with 16 audit seniors selected 
from all of the Big Four audit firms in Ireland suggest that audit seniors perceive audit 
partners to be fully committed to the audit firm and that the personal goals of partners 
equate to those of the firm.  Consistent with existing literature on the increasingly 
commercial focus of the auditing profession, the dominant goal of both partners and 
audit firms was perceived to be profitability rather than quality. As the purpose of 
clan control is to inculcate audit seniors into adopting the goals of the firm this 
finding would suggest that audit seniors are identifying more with the commercial 
features of practice and client service rather than the professional attributes of quality 
and independence.  Consequently, as audit seniors perceive profit-making and not 
quality as the primary goal of audit firms, this could impact negatively on audit 
quality as previous studies have shown that trainees engage in dysfunctional 
behaviour aimed at reducing costs.  Audit seniors also perceived a difference in the 
espoused goals of audit partners and the firm in relation to staff satisfaction and 
development and their actual experience.  The findings would suggest that there is a 
breakdown in the internal image portrayed by the firms to audit staff and this could 
have implications for audit quality if the firms are unable to attract and retain 
sufficient levels of high calibre audit staff. 
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Abstract 

 

This paper studies earnings management in a Chinese context. More specifically, 
whether the Chinese listed firms manage earnings to meet regulatory benchmarks is 
studied. We employ the distribution approach to investigate the earnings management 
behaviour of companies listed in Shanghai Stock Exchange and Shenzhen Stock 
Exchange from 1998 to 2004, covering 6,968 firm year observations. We hypothesize 
that the listed Chinese companies managed earnings i) to report positive profits, ii) to 
sustain the previous year’s profit performance, and iii) to beat the return on equity 
(ROE) requirement for right issues. We conduct statistical tests and use graphic 
evidence to detect irregularities in the distribution of earnings levels, earnings changes 
as well as ROE. The results from both of these are consistent with our hypotheses. 
The findings in this study indicate that listed Chinese companies manage earnings to 
meet the regulatory benchmarks for the purpose of avoiding securities delisting and 
satisfying the requirement of rights issues, in spite of differences of firm size. 

 

 
 
 
 
 
 
 
 



 32 

 
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 past have truly generated excess risk-
adjusted returns (i.e. positive ‘alpha’), or merely have compensated investors for risk-
taking (i.e. ‘beta’) is currently the topic of much debate in the investment industry.  
Whether in the aggregate, or in the case of sector-specific hedge fund styles, empirical 
evidence based on the single factor Capital Asset Pricing Model suggests that the 
former often appears to be the case.  However, when the model of capital market 
equilibrium is extended to include several risk-factors the empirical evidence is less 
conclusive.  Employing both heuristic and empirically rigorous modes of analysis, 
this study seeks to answer this question from the perspective of a practitioner.  Risk 
factors are explicitly identified and excess historical returns analysed for several style-
specific strategies belonging to the ‘relative value arbitrage’ class of hedge fund 
strategies, namely Fixed Income Arbitrage, Convertible Arbitrage and Equity Market 
Neutral.  Based on this ‘hybrid’ analytic approach, conclusions are drawn. 
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Upon admittance into a profession, one might well ask what exactly is 
the professional qualified to do? The appropriate answer cannot be 
‘qualified to do everything in the profession’. It has been recognised 
that continuing education within a profession is essential for sustaining 
and improving the quality of professional work. The accounting bodies 
operating in the Irish arena have adopted the concept of lifelong 
learning and the term CPD (Continuous Professional Development) has 
become synonymous with this additional level of professional learning. 
However, post-qualification accounting education in Ireland in general 
is under-researched and this paper attempts to include the perspectives 
of both the accounting profession and the accounting professionals. 
 
This paper examines the CPD models implemented by Irish accounting 
bodies and notes that differing CPD strategies are incorporated. 
Therefore it must be considered that their strategies are in response to 
differing objectives in the pursuit of ‘competence’. The paper focuses 
on reasons for the implementation of the adopted strategies and 
examines whether the impetus is to develop the profession or the 
individual.  
 
This paper also attempts to understand the professionals’ current needs 
for lifelong learning with the view to continuous development of their 
professional career. An understanding of the needs of users is critical to 
the development of an appropriate post-qualification education 
environment.  
 
Finally, the implications of the adopted CPD models are discussed in 
terms of learning styles and potential curriculum development. The 
need for further research in the area of CPD and the implications for the 
profession are also highlighted.  
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Abstract 
 

The Capital Asset Pricing Model (CAPM), developed over forty years ago, continues 
to be the dominant asset-pricing model taught to students of finance and employed by 
financial managers in practice.  It is a stunningly simple model that relates the 
expected return on an asset to the asset’s systematic variance as measured by beta, the 
ratio of the asset’s covariance and the volatility of the market.  Yet, its limitations are 
well documented.  In particular the CAPM assumes that investors only care about risk 
and return when making investment decisions.  This implies that the only moments of 
the asset return distribution that are important to investors are mean and return which 
facilitates the use of the normal distribution in the model’s derivation. 
 
Empirical and theoretical attacks on the CAPM have been frequent and to an extent 
justified given the generally poor empirical performance of the model in explaining 
the cross-section of asset returns.  Roll’s critique suggests that the model cannot even 
be accurately tested due to the absence of an observable true market portfolio.  Fama 
and French, in a series of papers in the early 1990s, suggest that beta plays no role in 
explaining the cross-section of asset returns when the market variables book-to-
market and size are included in the analysis.  Another strand to the literature extends 
the CAPM to include moments of higher order than two so that the effect of skewness 
and kurtosis on asset returns can be accounted for.  This approach is well founded 
given the empirical observations of skewness and kurtosis in asset return distributions. 
 
Most of the empirical work on CAPM has used equity data over long periods of time.  
The vast quantities of equity data available lends itself to testing the CAPM because it 
allows for the creation of equity portfolios which removes a lot of idiosyncratic risk 
from the analysis and should therefore result in improved empirical performance for 
the model which only prices systematic risk.  This paper examines the CAPM, and 
higher-moment extensions to the model, using FTSE 100 equity index option data 
from the London International Financial Futures and Options Exchange (LIFFE) and 
S&P 500 equity index option data from the Chicago Board Options Exchange 
(CBOE).  Using equity index options data provides an exceptional opportunity for 
such an examination owing to the absence of idiosyncratic risk and the non-linear 
nature of option payoffs.  
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ABSTRACT 

 
The aim of this research is to investigate the pricing practices implemented by 
managers in high-technology firms in Ireland and Canada. Pricing is an issue of prime 
importance to a variety of interest groups such as economists, accountants, and 
marketers. It is a key managerial task, though difficult to plan and manage resulting in 
multiple factors influencing the decision. According to Monroe (2003), as competition 
intensifies, developing appropriate pricing decisions become imperative. There is no 
one way to determine price. Although, empirical evidence suggests that cost-plus is 
the most widely adopted method (Avlontitis and Indovnas, 2006) due to its simplicity 
and easy use. In practice, most firms set prices using a combination of cost-plus and 
competitive pricing (Pasura and Ryals, 2005).  
 
One of the main issues surrounding pricing difficulties observed by Carson et al 
(1998) is the lack of experience among managers and the heavy reliance on cost-base 
methods for establishing prices (Nobel and Gruca, 1999). Traditional economic theory 
assumes that a manager knows his/her demands and costs for a product or service. In 
practice, they may not have access to this information (Cunningham and Hornby, 
1993).   
 
There is an increasing interest in the pricing decision (Rao, 1993). This area of 
research is important for all involved in the pricing decision-making process, 
particularly accountants. Traditionally, cost accounting had a narrow function, being 
used solely for pricing and determining income (Snyder and Davenport, 1997). These 
traditional practices are subject to greater scrutiny and critique in today’s fast 
changing competitive environment (Johnson and Kaplan, 1991) and some change may 
be required when dealing with technology products.  
 
This study seeks to develop a template that explains more fully the pricing process in 
this sector and examines how it might be refined for greater effectiveness. A proposed 
methodology is offered which would match the fulfilment of this research goal. 
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Abstract 
 
Customer satisfaction is an increasingly important driver of firm value, particularly in 
B2C businesses and/or in the service sector. It is also a subset – and underbelly – of 
intangible assets and, as such, disclosure mechanisms for customer satisfaction 
potentially shed light on disclosure technologies for intangible assets more generally. 
 
This paper reports on the first part of a research study which endeavours to answer 
why and how should customer satisfaction be disclosed in the annual reports. The 
initial part of the study reported here is exploratory and involves interviews with 
CFOs of leading European (Irish) companies (‘preparers’) to ascertain their views on 
potential disclosure technologies for customer satisfaction. The research finds that 
preparers are well-disposed in principle towards such disclosures. However, broadly 
consistent with the ‘politics of intangibles’ literature, they are less favourable in 
practice citing issues such as measurement difficulties, competitive constraints and a 
reluctance to disclose negative information. Given the principle-practice conundrum, 
the paper prompts a further examination of the consequences of customer satisfaction 
disclosure for the decision-making of the users of annual reports – an area where there 
is little prior research.  
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Abstract 
 
 
The Institute of Chartered Accountants in Ireland (ICAI) was formed against the 
backdrop of a volatile political climate in which a mainly Protestant ruling class saw 
its economic and social dominance being challenged by an increasingly confident 
Nationalist Catholic bourgeoisie. Engaging in a policy of social closure, the 
predominantly Protestant founding members sought to secure their socio-economic 
status in a manner that would ensure their continued economic influence. This paper 
traces the means by which the ICAI sought to circumscribe and perpetuate its 
composition and influence over the course of the first twenty-one years of its 
existence.  
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Abstract 
 

This study examines the impact of a range of demographic variables (gender, firm 
size, educational background, length of service, and work area) on ethical intentions, 
ethical judgement, perceived ethical intensity and perceived organisational culture. 
Four cases containing information on four types of dysfunctional behaviours (biasing 
sample selection, over-reliance on client work, under-reporting of time and premature 
sign-off) were distributed to trainee accountants attending lectures of the Institute of 
Chartered Accountants in Ireland. Findings suggest that gender, firm size and degree 
have a significant influence on ethical decision making. These variables also had a 
significant impact on perceived ethical intensity as did work area. Gender, firm size, 
postgraduate education and staff level had a significant impact on perceived 
organisational culture. Implications of the findings and areas for further research are 
discussed in the paper.   
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Paul Ryan (University College Dublin) 
 
 
This paper explores the nature of the information that drives company share price 
activity even though it is not in the public domain. The services of the sell- side 
analyst are employed to provide ratonalisations for such movements to provide insight 
into the market’s information processing abilities.  Analysts’ company 
recommendations are found to constitute 16 per cent of such movements, thus 
confirming their key role in a firm’s imformation environment. In addition, it is found 
that a not insignificant proportion (34 per cent) of these “unexplained” movements, 
are driven by factors unrelated to “hard” news. It is speculated that such factors may 
go unreported in the financial press due to their intangibility and fuzzy nature and that 
the professional sell-side analyst plays a significant role in interpreting and 
communicating such value- relevant information flows to the market. Finally, the 
paper reports preliminary evidence of delays in the market response to news releases 
in 23 per cent of cases. This suggests that the two standard assumptions of the 
efficient market hypothesis, that the diffusion of information takes place 
instantaneously among investors and that they act of it as soon as it arrives, are not 
necessarily always valid.  
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Abstract 
 
This paper examines the introduction of Public Private Partnerships (PPPs) into the 
Northern Ireland (NI) and Republic of Ireland (RoI) education sector. Whilst NI and 
the RoI adopted this method of funding school building projects several years after 
other parts of the United Kingdom (UK), both appear to have experienced similar 
problems. This paper begins by outlining the advantages and disadvantages of using 
PPPs, before reviewing the experience of the UK and Australia with PPPs in 
education. It then examines the introduction of PPPs in the education sector in NI and 
the RoI, considers the success or otherwise of the individual projects and concludes 
by discussing the impact these schemes may have had on the future of PPPs in 
education in Ireland. 
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Credit Unions are self-help, cooperative financial institutions that provide simple 
savings and loans products to their membership.  They are governed by volunteer 
members who are elected by their membership.  There are no educational or business 
experience requisites for board membership, though training is provided by trade 
associations.  The total assets of credit unions in Northern Ireland range from £30,000 
to over £50 million.  Several of the larger credit unions do have managers and paid 
staff, however, many of the key decision making is undertaken by committees 
(membership committee, loan committee, etc), made up of volunteers.  Most of the 
smaller credit unions are managed and operated wholly by volunteers. 
 
This study uses a survey to profile volunteers in credit unions in Northern Ireland 
(age, gender, marital status, children, employment status, education and household 
income).  The paper quantifies the results and compares them to the results commonly 
found by other volunteer research studies (a stereotypical volunteer profile is reported 
in many other studies.  This profile is referred to as the ‘dominant status approach’).  
The findings are that in some respects volunteers in credit unions conform to the 
‘dominant status approach’ theory (age, gender, marital status) however, they do not 
so in respect of other variables (number of children, employment status, education and 
household income). 
 
The survey also collected information on the influence of key motivations (identified 
in other studies) for volunteering.  The results are analysed according to key human 
behavioural models suggested in the economic literature (public goods model, private 
goods model and the investment model).  The paper also integrates the behavioural 
models suggested in the psychology and sociology literature by mapping them to the 
economic models.  The result of this process is that volunteers to credit unions in 
Northern Ireland are found to behave in a manner that is reflective of the private 
goods model.  This finding provides support for the warm glow theory.   
 
The results of this study have policy implications for credit unions.  If credit union 
governors know the profile of their current volunteers and what motivates them, then 
they cans use this information to target people when recruiting volunteers.  
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ABSTRACT 
 

The main purpose of this paper is to report on the empirical findings from an action 
research project that was based on the principle of complementarity. This principle 
recognises that consideration of diverse perspectives will provide a more complete 
understanding on any phenomenon.  
 
The IASB’s Framework for the Preparation and Presentation of Financial Statements 
and the ASB’s Statement of Principles both emphasise the need to consider the 
information needs of a wide range of users when evaluating the financial performance 
and position of an entity. Research into the performance of populations of small firms 
reveals that the vast majority of SMEs could be described as ‘trundlers’ as opposed to 
‘high-fliers’. From this, we can note that the fundamental issue regarding SME 
evaluation is assessing whether the business will survive or fail. For this reason, the 
paper focuses on factors associated with failure on the grounds that knowledge of 
these variables will reduce the risk involved in the process of SME evaluation.   
 
Action Research emphasises the open nature of the research process and the 
importance of feedback from various sources utilizing different research methods. It is 
an approach that facilitates the process of finding, analysing, interpreting, and 
reviewing information from multiple and sometimes contradictory sources and 
perspectives. Action Research addresses problems that concern both practitioner and 
researcher and thereby provides an incentive for the various SME stakeholders to 
partake in the research process. 
 
The project involved conducting interviews, facilitating focus groups and meetings 
and the use of other research procedures. This was done in order to obtain insights and 
empirical evidence regarding the risk of failure and the management of knowledge 
relevant to parties interested in the evaluation of SMEs. The paper highlights the 
interlinking roles of entrepreneurs (as creators and managers of enterprises), bankers 
(as providers of finance) and accountants (as advisors and auditors). 
 
Researchers into Irish SMEs usually encounter a number of difficulties, namely; a 
scarcity of empirical data, inappropriate models and a lack of comparable 
international information. The analyses and findings discussed here are based on data 
sources that are publicly available in most countries. The research methods employed 
facilitate and encourage practitioner input and can be applied to different business 
scenarios. It is intended that these findings will help other researchers overcome the 
difficulties mentioned above and will lead to a more informed approach to the 
evaluation of the financial performance and position of Irish SMEs. 


