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(Music interlude)

I guess a few of you might be surprised to see accounting in the program this afternoon. I'm sure some of you are more used to the idea of fat accountants or even fat cat accountants, but the idea that accountants or accounting is associated with any kind of transformative ideas might be just slightly alien. Now I want to try and challenge those perceptions this afternoon.

I want to do that initially by reminding us of an event that took place 10 years ago. It's 10 years since those American Airlines airplanes flew into the Twin Towers in New York City and I guess most of us have got fairly vivid memories of what we were doing at that point in time and where we were as we watched the screens of our TVs unfold in a way that we could hardly imagine. And I guess most of us too struggled to make sense of what we were seeing as we watched the screens and many of us perhaps still do struggle to really understand how it could be that human beings could do those kind of things to other people. So we do struggle to understand what was happening. But there was nevertheless some kind of logic to the attacks. There was a perish rationale, if you like. The Twin Towers, I'd like to suggest, were chosen as a target, not because of the number of people who may have been there that morning, nor because they were tall buildings and a very identifiable American city. No, I'd like to suggest that the Twin Towers were chosen as a target because of what they symbolised, because of what they represented. And what did they represent? Well they were the World Trade Centre. They represented World Trade and you didn't really need to have a whole lot of imagination to get the message that when the Twin Towers fell, when the World Trade Centre collapsed, the terrorists would have been also happy if the whole of world trade had collapsed, if the whole of world trade had fallen, had come tumbling down. You didn't really need to have a whole lot of imagination to make that connection. But the question is, I guess, what's not to like about world trade? Why the anger? Why the vehemence that we witnessed as the American Airlines planes crashed into those Twin Towers. What's not to like about world trade?
After all, the celebrated political scientist, Francis Fukuyama, had been for years telling us that the debate was over, that there was no more political stories to be written. History had come to an end and it had come to an end with liberalism and free market politics as the only story that had any credibility left anymore. Well if, as Fukuyama suggests, history had come to an end then September 11th 10 years ago kick-started it again. It was kick-started when in the words of Benjamin Barber, McWorld smashed into Jihad world, the clash of civilisations, but what lies behind that clash? What were the terrorists so upset about in relation to world trade? Well, I guess there are a number of arguments that perhaps you've heard already. Perhaps you've head them before. First of all there would be a justice argument, an argument which we'd say well the system is fundamentally unjust, an argument which would look at all the economic activity and look at the way that that economic activity is distributed across the globe, amongst the various participants and we conclude that it's fundamentally inequitable, it's unjust. It's unjust. But there would be another argument too, which would say that it's not only unjust, but actually undermines cultures, undermines values, undermines cultures and traditions in a way which is irreparable. To use Dean Neu’s term, world trade is linked then with forums of cultural genocide. Strong words. Cultural genocide, and I'm sure many of us here have perhaps read some of Naomi Klein's work, Shock Doctrine, which would suggest that world trade progresses through various premeditated shocks and nation states which are then followed up because the states are opened up to trade and disorientated by the shock, whether that shock comes through invasion or some other economic form.
Well I guess that most of us are perhaps feeling familiar with that critique of globalism, globalisation and world trade. It's not terribly new. Where's the new idea? Well I would like to suggest that something has been missing from our analysis. Something slipped under the analytical radar and that something is not Lego, that something is accounting. That something is accounting. You see we kind of tend to think of accounting in fairly amoral terms and fairly apolitical terms. It's kind of just like a big Lego set and what we're trying to do is put the block of assets and connect that on top of the block of liabilities and connect that on top of the block of expenses and so on, it's kind of like just constructing something out of Lego, putting some accounting reports together, isn't it? Isn't it? Well I'd like to suggest that it isn't. It isn't amoral and it isn't apolitical, in fact I'd like to suggest that accounting, accounting institutions, accounting practices, the professional accounting lies at the heart of world trade, in fact I'd like to suggest that without accounting, we couldn't have world trade. Without systems of accounting we wouldn't be able to have global or presume to have global economic development. Let's see if I can explain how it works.
Well, see, we're here based in Australia and I've got $100, and the question is how am I going to invest that $100? Now I might think well the mining sector is booming at present, I would perhaps like to think about investing my money in some mining stocks so maybe perhaps look at the accounts of, say, for example BHP Billiton. Have a look through the accounts, do some analysis, look at the figures and look at the numbers and see how they're doing. But I might also want to contrast that and compare it with the performance of another company, just to make sure that I'm making the appropriate investment decision. So I may for example go and look at the accounts of Rio Tinto and compare the performance of both companies. Now that's fairly straight forward and fairly easy, but you see at the root of global capitalism, at the root of world trade, is the assumption that there's a whole global or there should be a whole global array of companies that I should consider investing in, and I should invest in the company that promises the greatest returns because it can be run the most efficiently, run the most effectively so therefore I should be able to look outside of Australia and see whether there are any investment opportunities there which might give me a greater return. Well the mining industry's booming too in China. Perhaps I would want to have a look at, say, Aluminium Corp, one of the big companies in China, look at the accounts there and see whether I should be investing in that company instead. But of course the problem is how do I compare the accounting numbers in Australia with the accounting numbers in China? National accounting systems, different accounting systems act as a barrier to me making that investment decision. I've either got to get involved in some expensive translation work, okay, or just limit my investments to Australia. So what do we do? Well even accountants can figure out what we do in response to a problem like that. We develop a global set of accounting standards. We develop one common way for corporations in China and corporations in Australia to report their profit so that we can then compare and contrast and globally we can make the most effective investment decisions and make global capital, all of the money that's available for investment, most efficient. The problem is, of course, what's going to be the global standard? Which accounting system are we going to use? And if all accounting systems reflect the cultures and political context, within which they emerge and which they evolve, really what we're seeing is what kind of culture are we going to promote? What kind of economic system are we going to promote? Well it might not come as a surprise that we've decided, or rather we haven't decided, the accountants have decided that we're going to go with an American form of accounting, kind of an American ... Anglo-American form of accounting. The question is then, who decides and who develops the accounting standards that are going to form our global standard. Well it's a body called the IASB, International Accounting Standards Board. The question is then where does that body get its legitimacy? Is it a body that's collectively voted by lots of different nations? Is it a body that comes out of the United Nations? No, it's a private sector body that's registered in Delaware in the States and is run out of London. Okay, okay, so where does it get its money then? Surely there must be some collective global contributions from different countries and that's where it gets its legitimacy. Well not really, it's funded by large corporations and large accounting firms. So where's the legitimacy in that? Well what kind of accounting standards do they produce? They produce accounting standards that reflect a very narrow kind of set of interests. Just one example, last year before I left the UK, an NGO called Christian Aid and the tax justice network had combined together to put pressure on the IASB to incorporate into a new standard that they were producing on something called segmental reporting where the corporation reports profits across different geographical regions. They said please can we have something in the standard that requires corporations not only to report by different geographical region their profit but the tax that they pay. So in that way there might be some disincentive for corporations to transfer profits across the globe out of developing nat ... out of emerging economies to areas where tax is low. Well that didn't happen. That didn't happen. To put that in context, Christian Aid reckons that due to transferring profits out of developing countries, emerging economies lose about $160 billion. Now again that means round about for every $10 that we give in aid, about $15 slips out in tax schemes through transfer pricing. So my big transformative idea is really simple, it's got two elements to it. First of all that we make the global institutions of accounting representative of a broader set of interests, so there should be NGOs on there, there should be people from the Islamic Council of Nations on there. There should be people from different civil society groups and that we make it more democratically and deliberatively accountable. That's my two big transformative ideas and if we do that then we might just have an impact on the way that corporations operate, we might just have an impact on world trade and who knows, we might just have an impact on world peace too.
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