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TRANSITION

ICPAK former Chairman FCPA Githongo passes on.

FCPA Joseph Githongo, former ICPAK National Chairman died 
on Thursday 8th September 2016 at the age of 83. The late FCPA 
Githongo served as chairman of the Institute between 1982-1984 
and bequeathed to the Institute a priceless legacy that continues 
to inspire Institute’s progress. 

Fare thee well...

Email: accountant@icpak.com
Address: ICPAK, CPA Centre, Thika Road
P. O. Box 59963 - 00200 Nairobi Kenya



EDITORIAL

Do we still need 
employees in the 21st Century? This is the 
intriguing question we ask in our cover 
story. The writer argues that nobody can 
succeed in a significant scale working 
solo. Like the army generals, owners of 
businesses have to rally their teams to 
focus on the mission - the very purpose 
of corporate existence. This unity of 
purpose is the thread that binds the team 
members together. Only loyal, committed, 
innovative, adaptive and highly motivated 
teams can sustainably survive and thrive 
in the ruthless battle for customers’ votes 
and wallets. Since the teams and their 
leaders are solely responsible for strategy 
execution, we can authoritatively conclude 
that a company’s fortunes or misfortunes 
are by and large dependent on their 
performance. Just like a soccer team 
cannot appease its fans and owners when 
it loses by blaming bad weather like rain, 
strong winds, a scorching sun, a referee 
or unkempt play grounds, employees are 
wholly responsible for corporate results. It 
is inexcusable to blame outside elements 
like Ebola or Zika outbreaks, terrorism, 
the climate or turbulence in the financial 
markets. Such excuses and blame games 
do not cut the ice; not when the majority 
of businesses have innovation, creativity 
and flexibility as some of their core values. 
A careful study of great men and women 
reveals that greatness was not just a 
product of academic studies, 
formal education, social status 
or superior breeding. The 
greatness of each person 
was related to the discovery, 
development and refinement 
of the unique talent or work 
in which each individual was 
involved within a certain period 

of time. Neurologist Daniel Levitin said 
that excellence at performing a complex 
task or any other task requires a critical 
minimum level of practice. In fact, he said 
that from an emerging picture of studies, 
ten thousand hours of practice is required 
to achieve the level of mastery associated 
with being a world-class expert.  Find out 
more about this fascinating subject in the 
work place.
 Did you know that the probability 
of developing cancer increases a great 
deal with advancing age? Actually, more 
than 50 percent of new cases of cancer 
and 67 percent of all cancer deaths have 
been known to occur in people over 65 
years. The huge, cumulative lifetime risk 
of cancer and the impact of cancer in the 
rapidly growing older population suggest 
an impending major health care setback. 
In the year 2000, it was reported that 
in the 20 years  preceding that year, the 
incidences of lung, breast and prostate 
cancer; malignant melanoma; and non-
Hodgkin’s Lymphoma had increased. Until 
age 50, the incidence of cancer is higher 
in women, but after age 60, it increases a 
lot among men. Whether the increased 
incidence of cancer in the elderly result 
primarily from the biological changes 
of aging or from prolonged exposure to 
carcinogens, is not known. Observations 
support both assumptions - this topic is in 
the health segment.
 Revenue assurance can be defined 
as a means to identify and remedy. It 
can also be seen as a means to prevent 
problems that result in financial under 
performance without seeking to generate 
additional sales. The value added includes 
the recovery of leaked revenues or costs 
through issuing additional bills, chasing 

uncollected payments, renegotiating 
with suppliers a refund of costs 

among other actions. Research 
shows that, globally, more than 

50% of identified leakages 
are not recovered. It is 

important to have a 

cross-function mandate to recover revenue 
wherever possible. This is what we analyze 
in financial reporting and assurance.
 An organization may have the ‘tone 
at the top’ who make strategic decisions, 
but what happens when these strategists 
do not consider managing the risks 
openly glaring at them? Similarly, the 
organization can have competent and 
qualified employees but what happens 
when these employees have no regard for 
risk management or are totally oblivious 
to the glaring harmful risks facing the 
organization?  For all intents and purposes, 
enterprise risk management is the heart of 
an organization; read more about this in 
the management section.
 Meanwhile, a new law, Miscellaneous 
Fees and Levies Act, 2016, has been 
brought into force with effect from 21st 
September 2016. The purpose of the Act 
is to provide for the imposition of duties, 
fees and levies on imported or exported 
goods and for connected purposes. 
KRA is responsible for the control and 
collection of, and accounting for, duties, 
fees and levies paid under this Act. We 
discuss this issue in Business Practice and 
Development.

Enjoy these well researched articles, plus 
our regular features in this lively journal.

Mbugua Njoroge
Editor
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REVENUE 
ASSURANCE
New Heights In 
Accounting

By Albert Otieno,  aotieno@co-opbank.co.ke

R
evenue assurance can be 
defined as; a means to identify 
and remedy, and perhaps also 
to prevent, problems that result 
in financial under performance 

without seeking to generate additional 
sales. The value added also includes the 
recovery of leaked revenues or costs 
through issuing additional bills, chasing 
uncollected payments, renegotiating with 
suppliers a refund of costs among other 
actions.

Research shows that, globally, more than 
50% of identified leakages are not recovered. 
It is important to have a cross-function 
mandate to recover revenue wherever 
possible. These require strong executive 
sponsorship. Telecoms companies, banks 
and now county governments in Kenya and 
any other company for that matter need to 
strike a balance between control execution 
and new opportunities identification in 
revenue assurance.

Revenue Assurance Process 
Categories
The Revenue Assurance processes in many 
ways can be regarded as an auditing process. 
The objective is to ensure that policies of 
the organization are well implemented 
and that no or minimal revenue leakage 
is occurring. These can be categorized 
into Detective, Corrective and Preventive 
controls or processes.

Detective Processes: -Revenue Assurance 
Detection is the process of spotting a 
change in value of a dimension relative to 
its movement from System A to System B 
or within a given system itself. The change 
in the value is relative to a dimension 
in question. Detection in RA can be 
achieved by both manual and automated 
means. Typical detection activities include 
monitoring, summarization, investigation 
and auditing.

Monitoring: Typically, monitoring 

activities in Revenue Assurance refer to 
observing data, system or a process for any 
changes which may occur over a period of 
time. With the use of automated assurance 
tools one can typically achieve constant 
monitoring which can notify the RA 
user in case of any changes. The various 
processes which typically are monitored by 
a Revenue Assurance department include 
income variance analysis as in the P&l, 
profile and configuration changes, billing, 
settlement in revenue systems, income and 
commissions collections in banking and 
other organizations and dunning related 
processes.

Auditing: - A revenue assurance audit 
is a set of activities carried out to ensure 
that the organization is taking necessary 
steps to remain compliant to the evolving 
changes of organizationa lpolicies, 
regulations and market conditions. Every 
Revenue Assurance audit has a list of 
specific objectives which may come from 
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management, regulations or industry 
standards. The actual tasks of the audit can 
differ based on the information, system 
or departmental processes being audited. 
An example of RA audit is system audit 
on commission splitting to ensure where 
the organisation splits commission with 
a third party, no transaction fails to split 
or the splitting ratio is maintained all 
through.

Investigation: - A Revenue Assurance 
investigation is a series of processes or 
procedures carried out to identify the Root 
Cause of an anomaly. It can be likened to a 
forensic check This is also known as Root 
Causes Analysis which is a method of 
problem solving that tries to identify 
the root causes of faults or problems 
that cause operating events lags. 
An investigation would try to 
identify and correct the root 
causes of events, as opposed 
to simply addressing their 
symptoms. By focusing on 
correction of root causes, 
revenue assurance problem 
recurrence can be prevented. 
Investigation is the proactive 
level in RA rather than the 
usual reactive levels

Corrective Processes
Correction is the set of activities 
and processes related around getting 
the process structures correct in order 
to minimize the changes identified as 
per the detection techniques. Correction 
itself is the act or method of correcting a 
discrepancy. Typically, some information, 
configuration, amount or quantity needs to 
be added, edited or removed from a system, 
process or procedure in order to correct the 
anomaly. In Revenue Assurance activities, 
the process of correction of a root cause 
could involve correction of information, 
processes, technology or people.

Process Correction: - Process correction 
refers to the modification of an activity 
by adding, modifying or removing an 
activity log which will prevent a miss-
configuration or revenue leakage in the 
process. Typically process correction is 
required to have a pro-active revenue 
assurance step to provide better 
governance across the operations.

People Correction: - People correction is 
required when skills of the resources are in 

question. This moves to close knowledge 
gap where income leakage could have 
been caused by the knowledge gap. It 
involves department realignment, training 
recommendations among others.

Integrity Checks: - These are individual 
activities carried out to ensure the integrity 
of the system or process. This is an effective 
check in gaining insight into an individual 
process and to assess whether it has 
anything in their immediate background 
that may be a cause for concern.

Way 
forward
The first step to address all the 
identified issues and applying the above 
recommendations, is performing a 
detailed process assessment of areas of the 
company in which revenue leakage can 
occur from customer registration, through 
service provisioning and billing, as well 
as their revenue assurance function and 
capabilities.
 Management should benchmark the 
company’s existing revenue assurance 
maturity level against leading industry 
practices, as well as identify and prioritize 
the main sources of revenue leakage. At 
this stage, the business should design the 
revenue assurance through development 
and definition of new business processes, 
roles and responsibilities. A revenue 
assurance function strategy that promotes 
the function throughout the whole 
enterprise should be created to help 

facilitate the function’s integration with 
other key areas of the company, such as 
fraud and credit management.
 The second stage is the development 
of targets by the business, that is, in 
what areas it wants to improve revenue 
assurance and by what degree.
 Development of new revenue assurance 
business processes or improvement of 
existing ones should be carried out to 
enable the organization to more effectively 
identify and address sources of revenue 
leakage. At this stage, the company may 
take short-term initiatives to resolve the 
high-priority issues rapidly and begin 
generating cost savings immediately 

and gain management commitment 
to further revenue assurance 

improvement.
 The final stage would be the 

full implementation of the 
developed and/or improved 
processes. Technology 
solutions are rolled-out 
to augment any manual 
processes. The company 
should continuously fine-
tune, and refine the solution 
to enhance the revenue 

assurance business processes 
and solutions for optimal 

performance, and also to enable 
the support of ongoing review, 

detection and repair of future issues 
that could lead to revenue leakage and 

bottom-line degradation.

Conclusion
The core elements of a good revenue 
assurance strategy include performing a risk 
assessment in order to prioritize high risk 
areas, integrating revenue maximization 
techniques and implementing key 
automated tools, creating a revenue 
responsible organization, embedding 
quantifiable monitoring mechanisms and 
having committed champions to push the 
RA agenda in the organization.
 The strategy should emphasize having 
a holistic, end-to-end approach, meaning 
that a review of the full revenue cycle is done 
to capture more leakage events than when 
doing separate and disjointed assessments. 
An organization-wide charter for revenue 
management is required rather than 
treating it as the sole responsibility of that 
single group. The long term effectiveness 
of revenue assurance strategies will depend 
on the enterprise’s mindset as cultivated by 
the champions.
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WILL INTEGRATED 
REpORTING MEET 

INVESTORS’ NEEDS? 
By FCPA Jim McFie, a Fellow of the Institute of Certified Public Accountants of Kenya

T
he International Integrated 
Reporting Framework, 
published in December 2013, 
states that ‘the primary purpose 
of an integrated report is to 

explain to providers of financial capital 
how an organisation creates value over 
time’. The Framework specifies a number 
of key aims in support of this purpose, 
such that an integrated report prepared in 
accordance with the Framework improves 
the quality of information and its decision-
usefulness to providers of financial capital 
and other users, to the extent that in the 
long term, Integrated Reporting ‘will 
become the corporate reporting norm’. 
The Framework aims to: (i) ‘Promote a 
more cohesive and efficient approach to 
corporate reporting that draws on different 
reporting strands and communicates the 
full range of factors that materially affect 
the ability of an organization to create value 
over time; (ii) Enhance accountability and 
stewardship for the broad base of capitals 
- financial, manufactured, intellectual, 
human, social and relationship, and natural 

- and promote understanding of their 
interdependencies; (iii) Support integrated 
thinking, decision making and actions that 
focus on the creation of value over the 
short, medium and long term’.
 A fundamental concept within the 
Framework is the ‘capitals model’, which 
‘provides insights about the resources 
and relationships used and affected by 
an organization. In addition, the ‘value 
created by an organization over time 
manifests itself in increases, decreases or 
transformations of the capitals caused by 
the organization’s business activities and 
outputs’. 
 Despite the international corporate 
and institutional support for the 
Framework, evidenced by the development 
and subsequent issue of the Framework, 
questions remain about its specific use by, 
and usefulness to, users, and specifically to 
its primary audience, that is, providers of 
financial capital. Although questions about 
its usefulness may arise, perhaps in part 
because any change in corporate reporting 
will require users to become accustomed 

to a new format of report, it has been 
considered appropriate to investigate 
the perceptions of key users as to the 
usefulness of the Framework to them and 
whether the integrated report serves their 
needs. 
 Research on the usefulness of the 
Integrated Report has been carried 
out by Richard Slack, the Professor 
of Accounting at Durham University 
Business School and David Campbell, 
Professor of Accounting and Corporate 
Governance at Newcastle University 
Business School. Prior to Slack’s academic 
career, he worked at Price Waterhouse and 
is a qualified chartered accountant: his 
research encompasses areas of voluntary 
accounting disclosure and its usefulness 
to stakeholders. Campbell’s research 
is concerned with voluntary reporting, 
accounting for social and environmental 
impacts, and issues in business ethics: he 
has held visiting professor positions in 
Malaysia, India and Australia.
 Their research was designed to 
ascertain the views of equity investors in 
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the first place, and of other providers of 
financial capital (such as corporate and 
investment bankers) and financial users 
in the second place, about Integrated 
Reporting and its potential for providing 
decision-useful information. The research 
aimed to establish, through interviews 
with senior global capital market 
participants and other significant financial 
users, these groups’ use of corporate 
information and their information needs 
and how Integrated Reporting addresses 
any information asymmetries; in addition, 
through interviews, evidence was sought 
as to the current level of familiarity with 
and demandfor Integrated Reporting 
among providers of financial capital and 
other financial users and so highlight 
the key challenges that face Integrated 
Reporting and the barriers that may serve 
to impede its wider adoption and demand 
across financial markets.
 They carried out two sets of interviews. 
The first set was with equity fund 
managers and equity analysts (‘equity 
investors’): the majority of the interviews 
were held in London, as a global financial 

centre, and the interviewees were from 
a wide selection of global investment 
companies. The interviews with both fund 
managers and sell-side analysts reflected 
their respective responsibilities for 
investment decision-making and equity 
analysis across global markets covering the 
UK, Europe, North America, Asia, and 
Developing and Emerging markets. The 
second set of interviews were addressed 
to other providers of finance and other 
potential financial users, such as corporate 
financiers, private equity investors, 
corporate and investment bankers; all 
these interviews were in the UK.
 The first set of 21 interviews were 
conducted between June 2014 and January 
2015 with senior global equity investors, of 
whom 12 were investment fund managers 
(buy-side) and the remaining nine were 
equity analysts (sell-side). Some of the 
second set of interviews were held in June 
and July 2014, with the remainder held 
between January and April 2015. In total 
a further 16 interviews were conducted. 
In each set the majority of interviews 
were with mainstream1 participants, but 
the research specifically sought views 
from others who were more engaged with 
socially responsible investment and wider 
environmental, social and governance 
(ESG) reporting issues. 
 This sort of research is qualitative and 
the findings cannot be generalized and 
cannot present statistically significant 
results. 
 The study found that, at present, there 
are mixed views on Integrated Reporting 
among participants in the equity market 
(fund managers and analysts) and other 
providers of finance/ users. There is some, 
although limited, evidence of use and 

demand from buy-side fund managers, 
some of whom had been involved in the 
consultation and development phase of 
the Integrated Reporting Framework. 
Conversely, other mainstream investment 
fund managers and, on the sell-side, 
equity analysts werenot aware of or 
familiar with Integrated Reporting, 
which was reflected in their current lack 
of demand for Integrated Reporting and 
their perception thatit lacked decision-
usefulness. No evidence emerged from 
any of the interviews with equity investors 
and other providers of finance/ users that 
their familiarity with integrated reports 
was connected with their investment 
position or strategy (such as passive or 
active fund management) or geographical 
market coverage. Instead, their familiarity 
with and use of Integrated Reporting 
probably depended on the nature of their 
investment or analysis portfolio: the 
more directly associated that was with 
the ESG orientated disclosure demands 
of responsible investment, the more 
knowledgeable they tended to be about 
Integrated Reporting. Other financial 
users were in generalnot familiar with 
Integrated Reporting, although again 
those more involved with environmental, 
social and governance related activities 
were more informed about and familiar 
with Integrated Reporting. 
 All the participants were fully aware of, 
andused, corporate reporting information 
suchas annual reports, including narrative 
sections such as the chairman’s and chief 
executive’s reports as well as financial 
statements. There is ample evidence from 
the cohort of interviewees, both equity 
investors and other providers/users, 
thatthe current, increasingly cluttered 
and voluminous, format of corporate 
reporting– and specifically the annual 
report – is of increasingly limited use to 
them as users, beyond any confirmatory 
relevance tothem in relation to their 
prior understanding and knowledge 
of a company. Excepting the financial 
statements, much narrative reporting was 
criticised as being too backward-looking 
and lacking connectivity and measurability. 
Across the interviews, there was an appetite 
for more relevant, focused and material 
reporting with a recognised need for more 
relevant and concise narrative reporting 
and greater alignment with corporate 
strategy, key risks and key performance 
indicators (KPIs). Thus, it appears that 
there is a demand for disclosures that are 
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more material in nature and a reporting 
culture that favours clearer disclosure of 
material risks and information on strategy 
and decision-relevant matters of interest 
and relevance to investors.
 In general, the current level of 
familiarity with and discourse surrounding 
Integrated Reporting across equity 
investors and other providersof finance 
and financial users is low, reflecting their 
apparent current low levelof demand 
and lack of wider engagement. The 
exceptions to this are those more familiar 
with ESG-related issues and those self-
selected participants who are engaged at 
a senior firm or institutional level with 
developments in Integrated Reporting. 
Although thecurrent level of familiarity 
may be patchy, however, all participants 
had reviewed the International Integrated 
Reporting Council (IIRC) website and 
had canvassed the irrespective teams for 
their opinions andwere able to identify 
a number of potential key benefits 
associated with Integrated Reporting, even 
though these did not impact their current 
decision-making practice.
 Three key areas emerged from the 
interviews: the link between reporting 
and long-term value creation; the link 
between reporting and corporate strategy; 
and, aligned with these two, the reporting 
of KPIs relevant to strategy and value 
creation. A significant majority of all 
participants expressed a desire to see 
greater consistency and comparability 
of KPIs linked to corporate strategy and 
aclear articulation of drivers of corporate 
value. This was often restricted to financial 
information and thus not reflective of 
the broader capitals model envisaged in 
the Integrated Reporting Framework. In 
general, clearer recognition anddisclosure 
of wider issues relevant to value creation 
were welcomed. Whilst factors beyond 
financial capital, such as brand andsupply 
chain management processes, area already 
recognised in investment decision-making, 
the potential use of the capitals model and 
the associated integration of reporting 
across all aspects of the businesswould 
strengthen this connectivity inreporting. 
Despite this, there was a general 
misunderstanding of, and concerns 
expressed about, the ‘capitals model’ 
ofthe Integrated Reporting Framework. 
Some of the market actors expressed 
some scepticism on the reporting of 
the capitals, which may impede their 
current level of demand for, and use of, 

the Integrated Reporting Framework. 
In part, this stemmed from a lack of any 
specific reporting template and questions 
about how reporting on the six capitals 
might be individually broken down and 
their comparability between companies 
and over time. A more focused discussion 
ofstrategy linked to the business model 
would be welcomed, and this might 
increase the relevance and usefulness 
ofthe six Integrated Reporting capitals for 
investment decision-making purposes to 
them.
 Some of the interviewees commented 
on the lack of granularity and specificity 
of risk reporting and associated KPIs that 
could be usefully addressed by Integrated 
Reporting alongside the relevant capitals.
Further, despite the growth in levels of 
sustainable and responsible investment, 
there was a perceived lack of market 
demand for reporting on some of the 
capitals, especially social and relationship 
capital and natural capital, although this 
may be reflective of participants’ more 
general unfamiliarity with such issues, 
despite their relevance to strategy andvalue 
creation, rather than the related capitals 
in the Integrated Reporting Framework. 
In contrast, participants with a special 

interest in ESG issues were often strong 
advocates of Integrated Reporting and the 
more meaningful disclosure thatIntegrated 
Reporting promotes, through for instance 
the alignment of natural capital to strategy.
While the participants, both equity 
investors and other providers of finance/
users, recognised the need for betterquality, 
more connectivity and less clutterin current 
corporate reporting, they spokeof a number 
of key barriers to market penetration of 
Integrated Reporting from a demand 
perspective. Firstly, their evident lack of 
familiarity with Integrated Reporting 
reflected a general lack of current market 
penetration. Secondly, some participants 
from each setof interviews expressed 
concerns over the measurability and 
connectivity of the capitals model and 
the perceived use of unnecessary jargon. 
Thirdly, there is a current lack of widespread 
engagement and discourse, both internally 
in organisations and externally with clients 
and through wider capital market events, 
such as quarterly reports. Although an 
increased number of Integrated Reports 
from preparers may help achieve a ‘critical 
mass’of these reports, a more demanding 
challenge is the culture within equity 
markets and the incentive-led demand 
of equity analysts. To address this, an 
evidenced shift in emphasis and demand 
placed upon Integrated Reporting by buy-
side fund managers would stimulate its 
wider use in investment decision-making, 
and by equityanalysts. For instance, 
Eumedion in the Netherlands has acted to 
encourage more widespread adoption and 
use of Integrated Reporting ininvestment 
decisions. The lack of demandand use in 
sell-side analysis reflects the short-term 
nature of current equity markets and the 
incentive-led behaviour of analysts.
 The findings of Slack and Campbell 
are not revolutionary: this is often the 
case with much accounting research. They 
advocate that continued investor pressure, 
to which IIRC and supportive institutions 
can contribute, is needed to put greater 
emphasis onlong-term sustainable value 
when making investment decisions. Could 
it not be that the real value of Integrated 
Reporting needs to be demonstrated so 
that buy-side and sell-side analysts are 
convinced by the model rather than being 
pressurized by investors? But maybe the 
value of Integrated Reporting can be 
measured only after the passage of time: in 
the meantime, discussions of its merits and 
demerits will continue.

The interviews with 
both fund managers 

and sell-side 
analysts reflected 
their respective 

responsibilities for 
investment decision-
making and equity 

analysis across 
global markets 

covering the UK, 
Europe, North 

America, Asia, and 
Developing and 

Emerging markets. 
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Spending too much time on IFRS and IPSAS compliance?

We’ve got the solution.

CaseWare is a fully automated software tool that    

handles everything from the write-up or acquisition  

of a trial balance to the final financial statements,    

as well as required supporting working papers  

and assurance programs in between. What’s more,  

CaseWare’s built in compliance ensures you are    

 always  compliant  with  IFRS,  IFRS  for  SME’s ,  IPSAS  and  

International Standards on Auditing (ISA).

From smaller accounting and auditing practice, to  

the Big 4 and Network Firms across Africa, as well as 

members in business and public entities, CaseWare  

 is trusted to deliver compliance, increased efficiencies  

and improved profits.

www.casewareafica.com
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T
he International Accounting 
Education Standards Board 
(IAESB) is an independent 
standard-setting board under 
the International Federation of 

Accountants (IFAC) that serves the public 
interest by establishing standards in the 
area of professional accounting education. 
These standards prescribe technical 
competence and professional skills, 
values, ethics and attitudes. Through its 
activities, the IAESB enhances education 
by developing and implementing 
International Education Standards (IESs) 
which increase the competence of the 
global accountancy profession and thus 
contributing to strengthened public trust. 

The IAESB is made up eighteen board 
members who are competitively selected 
following nominations by various IFAC 
member bodies from around the globe. 
To support the IAESB’s activities are 

Technical Advisors who actively participate 
and advise the Board on various strategic 
issues revolving around professional 
accounting education and development.
 As part of the initiatives to enhance the 
competence of professional accountants 
during the initial professional development 
(IPD) and continuous professional 
development (CPD) stages, the IAESB 
adopted a learning outcomes approach both 
in the development and implementation 
of IESs. The learning outcomes approach 
is broadly based on clear achievement 
of specified competencies which are 
demonstrated through a reliable and 
objective assessment or evaluation.
 To this end, the IAESB has issued a 
paper titled Guidance on Implementing 
a Learning Outcomes Approach to act as 
a reference to the IFAC member bodies, 
professional and academic accounting 
examinations bodies including universities 
and other stakeholders with interest in 

professional accounting education.
 The key highlights of the Guidance 
paper are presented below. Additional 
details on the Guidance paper can be 
accessed on the IFAC website www.ifac.
org.

What is a Learning Outcomes Approach 
in professional accounting education?
A learning outcomes approach focuses on 
the individual’s demonstrated achievement 
of the learning outcomes at the targeted 
level of proficiency and not on the 
learning process. Learning outcomes for 
professional accountants are prescribed 
by a number of International Education 
Standards including the following:

IES 2 – Technical Competence
IES 3 – Professional Skills
IES 4 – Professional Values, Ethics and 
Attitudes
IES 5 – Practical Experience

By CPA Isaac Njuguna

IAESB ISSUES 
GUIDANCE ON 

IMpLEMENTATION 
OF A LEARNING 
Outcomes Approach 

in Professional 
Accounting Education 

FINANCIAL REpORTINg AND ASSURANCE
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 Demonstrating the achievement of 
these outcomes provides evidence of the 
professional competence of the individual 
to perform the role of a professional 
accountant. A learning outcomes approach 
embodies the idea that learning and 
development experiences are most effective 
when based on what the individual needs 
to demonstrate. The learning outcomes 
can therefore be used as a framework on 
which to build 
p r o f e s s i o n a l 
a c c o u n t i n g 
education learning 
and development 
experiences. 

The Guiding 
Principles 
The guiding 
principles for 
implementing 
a Learning 
Outcomes 
approach address 
the following 
critical areas 
in professional 
accounting 
education:
1. Design
2. Assessment
3. Governance
 The above 
elements are 
consistent with 
the requirements 
of the IESs, 
which include 
achievement of 
the prescribed 
learning 
outcomes, regular 
review and update 
of programs and 
establishment 
of appropriate 
assessment 
activities.

These guiding 
principles are 
further explained 
below.

(a) Design
The design of 
a professional 
accounting 
education 

programme is based on the role to be 
performed by the individual. The role 
determines the identification of relevant 
competence areas and learning outcomes. 
The content of and instructional design 
methods used for the programme align 
with the achievement of the identified 
learning outcomes at the desired level of 
proficiency.
 The design of a programme is regularly 

evaluated in response to available 
information on whether it is meeting 
the identified learning outcomes so as to 
continually improve its effectiveness.

(b) Assessment
The achievement of learning outcomes by 
the individual is measured and evidenced 
using assessment activities. Assessment 
activities are designed to have high levels 

FINANCIAL REpORTINg AND ASSURANCE
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of reliability, validity, equity, transparency 
and sufficiency. An assessment activity 
involves a comparison of an individual’s 
performance to a defined level, standard or 
benchmark aligned with the desired level 
of proficiency.
 Feedback on the results of assessment 
activities is provided to an individual to 
further their professional development. 
Assessment activities and the defined 
benchmarks and standards are regularly 
evaluated in response to available 
information on whether it is meeting 
the identified learning outcomes so as to 
continually improve their effectiveness. 

(c) Governance 
Organizations responsible for the 
programme continually evaluate their 
programmes to improve their effectiveness.
Organizational structures and processes 
provide direction and oversight to ensure 
that the guiding principles in the areas of 
design and assessment are monitored. 

The Value Proposition for a 
Learning Outcomes approach 
The implementation of a learning 
outcomes approach will serve the public 
interest by enhancing the development 
of professional competence needed to 
perform a role as a professional accountant. 
A learning outcomes approach integrates 
learning outcomes, programme design, 
assessment activities and governance in a 
process of continuous improvement. 
 It embodies the idea that learning and 
development experiences are most effective 
when based on what the individual needs 
to demonstrate. A learning outcomes 
approach therefore provides an effective 
approach to developing professional 
competence - an important objective of 
professional accounting education and 

development.
 An effective programme is critical to 
the development of competent professional 
accountants, strengthening the quality of 
services they provide. This is foundational 
to the trust that stakeholders place in 
professional accountants. It also enhances 
the reputation of the programme provider 
through the learning experienced by the 
individual. 
 The investment in implementing, 
maintaining, and continuously improving 
a learning outcomes approach will deliver 
long term and sustainable benefits in the 
public interest, preparing professional 
accountants for successful careers and 
enhancing the success of programme 
providers.

Further benefits of a learning outcomes 
approach for stakeholders include: 
•	 Increasing	 the	 credibility	 of	 the	
accountancy profession 
•	 Increasing	 the	 quality	 of	 services	
provided by the accountant 
•	 Enhancing	 professional	 growth	 and	
confidence for the accountant 
•	 Providing	 a	 higher	 degree	 of	
accountability for the programme provider 
and the accountant
•	 Potentially	 improving	 less	 effective	
portions of a learning and development 
programme, increasing the time available 
for more critical areas
•	 Reducing	 the	 reputational	 risk,	
or improving the reputation, of the 
programme provider.

Conclusion
The learning outcomes approach 
can be viewed as part of the broader 
competence based learning model which 
is the preferred learning model in most 
education systems today. For professional 

accounting education, a combination 
of theoretical and practical learning 
environments support the achievement of 
learning outcomes. In addition, the mode 
of testing including the use of case studies 
and scenario based questions enhances the 
realisation of learning outcomes.
 Moving forward, KASNEB and 
ICPAK working jointly are set to 
introduce a Trainee Accountants Practical 
Experience Framework (TAPEF) through 
which students pursuing the Certified 
Public Accountants (CPA) qualification 
will be required to log in their practical 
experience as part of the initial professional 
development. The experience logged in will 
be evaluated at the point of application for 
membership to ICPAK.
 It is also worth noting that the IAESB 
has uploaded on the IFAC website a 
number of examples on good practice in 
the implementation of a learning outcomes 
approach.

KASNEB
Providing globally competitive professionals
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MANAgEMENT

By CPA Mercy Bukania, marceybukania@gmail.com

The Heart of 
an organization

A
s I started my thought process 
on how risk management 
and the human heart are 
related, I got a number of 
opinions from some of my 

colleagues who wondered how the two 
would eventually become related. “That 
is the most absurd thing”, some of them 
quipped.
 I paused, took a deep breath and gave 
them my side of the story and how the 
two would eventually become related. This 
is the story I have chosen to share with 
you the reader today.
 The heart is the drum beat of the 
human body. This is the organ that pumps 
blood to the entire human body to ensure 
other organs are fully functioning. What 
happens today if your heart stops beating? 
You become lifeless, motionless, and 
useless. You lose your worth on earth.
Back to an organization setting, one 
may wonder; how can enterprise 
risk management be the heart of an 
organization? How are the two even 
similar? One may wonder. Is it not the 
funding of an organization that should 
be the heart of an organization? Or is it 
not the ‘tone at the top’ because they make 
important strategic decisions that would 
determine the survival of the company? Or 
is it not the employees of the organization 
since without them, there would be no 

functioning organization? Well I would 
say it depends on which angle you look 
at it. Quite frankly, I believe while all 
these are important for the existence and 
functioning of an organization, enterprise 
risk management should be ‘the heart’ 
of every organization if the organization 
is to remain sustainable. Don’t get me 
wrong, I don’t mean enterprise risk 
management should be ‘at the heart of 
every organization’, I mean, it should be 
‘the heart’ of every organization’. I believe 
this way, an organization will value its 
importance more as opposed to if it is just 
‘at the heart’ of the organization.

Enterprise risk management: 
the ‘heart’ of an organization
An organization may have the ‘tone at 
the top’ who make strategic decisions, 
but what happens when these strategists 
do not consider managing the risks 
openly glaring at them? Similarly, the 
organization can have competent and 
qualified employees but what happens 
when these employees have no regard for 
risk management or are totally oblivious 
of the glaring harmful risks facing the 
organization?
The Institute of internal auditors defines 
a risk as the possibility of an event 
occurring that will have an impact on the 
achievement of objectives. The Institute 

of Internal auditors further defines risk 
management as a process to identify, 
assess, manage and control potential 
events or situations to provide reasonable 
assurance regarding the achievement of 
the organization’s objectives.
 This I believe should be the true 
heart of an organization, “enterprise risk 
management.” This is what should be kept 
healthy to pump “life” into the other “parts 
of the organization.”

The relationship between the 
human heart and enterprise 
risk management
The human heart supplies blood to the 
other parts of the body in order for them 
to function. Without the heart, the human 
body ceases to function to its full capacity.
This is how I see the relationship between 
the human heart and enterprise risk 
management; 
The various parts of an organization 
form this “body” called the “organization 
”,similar to the way the head, back, heart 
, hands and feet form important parts of 
the human body that enable it to function. 
Therefore, in the same way, the heart 
sustains the human body, is the same way 
enterprise risk management can sustain 
an organization to prevent it from being 
motionless, useless or simply put “on its 
death bed”
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 This is how I further prefer to view 
this relationship; the tone at the top as 
“the head”, employees as “the hands and 
feet” and the available resources as “the 
back” of this body called ‘the organization.” 
Why do I say this? I say this, because as 
the head of this “body”, the tone at the 
top develops strategies that breathe life 
into the organization, they represent the 
vision of the organization and should 
be able to protect the organization from 
risks that may harm the organization by 
implementing effective strategies. This is 
the mind of the organization that thinks 
and speaks on behalf of the organization.
 Think about this; what would you do 
when you want to drive your motor vehicle 
for example? or if you wanted to construct 
a building, or to swim? The use of your 
hands and feet would be required to be 
successful in performing these activities. 
The employees as the “hands and feet” of 
an organization, perform their various 
roles to move the organization from one 
point to the next. The move may either be 
progressive or retrogressive (unfortunately). 
The tone at the top will make decisions 
but the implementation of these decisions 
has to be performed by the employees 
regardless of whether the decisions are 
beneficial to the organization or not.
 Why do I say the available resources 
are the backbone or spine of “this body”? 

I say this because I believe these resources 
support the operations of an organization 
in ensuring it remains sustainable. I 
compare this to the human backbone which 
provides support to the human body. What 
happens when you obtain a back injury for 
example? You lose support of your entire 
body and can no longer perform activities 
as you normally would. Similarly, if an 
organization lacks sufficient resources, it 
would lose support and would no longer be 
able to operate to its full capacity.
 To me, this is where the issue of 
enterprise risk management comes in as 
the ‘heart’ of an organization to breathe 
life and sustain all ‘these parts of an 
organization’.
 Let us go back to these ‘body parts’ shall 
we? Will it be possible for the tone at the 
top to make informed strategic decisions 
that will drive sustainability without 
conducting a proper risk management? 
How will strategic risks for example be 
identified and mitigated against without 
implementing risk management practices?
What about employees who run the 
operations of the organization? Will they be 
able to achieve corporate objectives if they 
are unaware of where the key risks lie and 
how to mitigate them? Let’s say Company 
X, a manufacturing company has one of 
its major corporate objectives as growing 
profits by 75 per cent within a financial 

year. If the company was to conduct a 
risk assessment in its factories, one of the 
key risks identified would probably be 
the risk that some of its machinery would 
breakdown during production that may 
significantly reduce output.
 How then can company X manage this 
risk? I would say, as a mitigation measure, 
by ensuring that production equipment is 
properly maintained.
 Supposing the Factory manager who 
should be ideally the risk owner has no 
knowledge of this measure or totally 
disregards that this mitigation technique 
would contribute immensely to the 
achievement of this corporate objective; 
would the corporate objective of growing 
profits by 75 per cent be achieved within 
the stipulated time frame?
 On that account, I conclude by stating 
that as an ‘expert witness’ of the benefits 
of enterprise risk management to an 
organization’s operations, I would propose 
that an organization should consider 
enterprise risk management to be the 
‘heart’ of that organization rather than 
being ‘at its heart’. This ‘heart’ should 
be nurtured and protected at all times. 
According to me, this is the best way the 
‘heartbeat’ of an organization will be felt by 
other organizations and there is no doubt 
that ‘heartbeat’ is life and life is opportunity 
for growth. 
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S
mall and Medium Enterprises 
(SMEs) comprise of the highest 
percentage of businesses in 
Kenya, Africa and globally. 
The SMEs contribute over 

80% to the Kenyan Gross Domestic 
Product (GDP) and they are also the 
biggest employers. These SMEs also 
contribute significantly to the well being 
of the Country’s inhabitants through their 
corporate social responsibility activities. 
However, the SMEs have their fair share of 
challenges, but among the many challenges, 
for now, I will focus my attention to those 
challenges that an Accountant can help to 
resolve by ensuring that these SMEs have 
good business and competitive practices 
for profitability and sustainability.
 It is important to put in place internal 
controls, processes and procedures that will 

guide your business through challenging 
and easy times. Good business practices 
help the business to be profitable, manage 
cash flow, cut costs, manage risks, attract 
and retain staff and raise capital with ease 
among other benefits.
 It is however important for business 
owners to know that creating or having 
good practices manuals prepared and 
printed in nice looking, glossy documents 
will not add much value to the SME. 
What will add value to the business is 
having these good practices become 
part of the staff and the enterprise way 
of doing business. You can have a very 
good customer relationship management 
manual but if your receptionist does not 
know how to receive a call from a client, 
such manual will not be of much help. 
Good business practices are not and will 

SMEs NEED ACCOUNTANTS 
FOR GOOD BUSINESS

By CPA Samuel Mwaura , samwathika@gmail.com

not be an added burden but a way of 
putting to an end the mental anguish and 
pressure of not knowing who is doing 
what, how, when and why. To entrench 
good business practices in your SME 
there is need to ensure they are part of the 
agenda in your regular staff meetings. 

I will now discuss with you the good 
SMEs practices that an Accountant can 
help solve grouped in two major categories 
as follows:

i) Operational practices
ii) Strategic practices

Operational Practices
The question is: Do you have an accounting 
system? Please note that an accounting 
system can be manual or automated. If you 
already have an accounting system, you are 
a step ahead. However, if you do not have 
an accounting system it is advisable that 
you enlist the services of an accountant 
you can trust to set an accounting system 
for you. This should entail the setting up of 
the chart of accounts or accounting heads 
and a cash book for your business at the 
minimum.
 Once an accounting system has been 
set-up for your SME, ensure that data 
entry for all transactions is done promptly 
and accurately. Promptly to avoid pile 
up of transactions to be entered leading 
to unnecessary pressure and the risk of 
inaccurate entries. Accurate to ensure 
that the data in the system can be relied 
upon by the business owner(s) for decision 
making. The data entry is an ongoing task 
that is highly dependent on the volume of 
transactions to be entered into the system.  
The business owner or his representative 
should regularly check data entry for 
quality. In addition, it is important to 
separate data entry from cash handling to 
minimize the risk of fraud.
 If your business has stock items, it is 
good to review the physical stock against 
the stock balances in the accounting system 
and stock control cards. This exercise will 
help you to note any discrepancies between 
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the physical stock and the stock/inventory 
records and take corrective action before it 
is too late. In addition you will be able to 
ensure that items with an expiry date are 
not damaged in stock, It is also possible to 
note slow moving stock, waste, pilferage or 
theft of stock. For contractors who have 
work in progress, ensure that your clients 
are billed regularly or at intervals and 
review such billing at least on a quarterly 
basis.
 Scrutinize your customers’ credit 
worthiness before selling to them on 
credit. Also invoice your customers as 
soon as you deliver goods or services. You 
can also negotiate with your clients about 
issuing an interim invoice for a percentage 
of the whole invoice amount. Any bad 
debts should be referred to debt collection 
agents. For cash flow management 
especially when dealing with difficult 
clients, reduce the credit period e.g. 
Within 15 days instead of 30 days credit 
period.
 At the end of every month balance the 
cash book with all payments and receipts. 
Obtain monthly bank statements and 
prepare the monthly bank reconciliations. 
Any discrepancies must be investigated 
and resolved. Also ensure that the bank 
reconciliations are not prepared and 
reviewed by the same person to minimize 
the risk of fraud.
 As for suppliers ensure you obtain 
suppliers statements at least on a quarterly 
basis and reconcile with the accounting 
records. This will enable you to confirm that 
all the payments made to your suppliers 
have been recorded in their statements. 
Any discrepancy must be investigated and 
resolved.
 VAT computation; ensure that the 
output and input VAT for the current 

month are computed accordingly and 
remitted to the Kenya Revenue Authority 
by 20th of the following month. As for 
your non-current assets, have an asset 
count done at least quarterly to ensure 
that your SME still has the assets that are 
shown in your accounting records. This 
will prevent theft of your assets especially 
high value movable assets such as laptops, 
projectors, cameras among others.
 Review your monthly Withholding 
Tax, PAYE, NSSF, NHIF obligations 
and ensure that you are up-to-date 
with filing and remitting to the Kenya 
Revenue Authority the necessary statutory 
deductions. This is one way of attracting 
business with Government and other like-
minded institutions. You are aware that 
your SME should have a Tax Compliance 
Certificate for you to be pre-qualified as 
a supplier to the Government and other 
businesses. Tax Compliance Certificate is 
issued only when an individual/business 
has met all its tax obligations. In addition, 
the risks of having your business wound 
up or pay hefty penalties, interests and 
fines for non-compliance with tax laws is 
unnecessary.
 On a monthly basis prepare profit or 
loss statement, balance sheet and a cash 
flow statement. These statements can easily 
be produced by an accountant to help you 
identify any problems for corrective action. 
The profit or loss statement will help you 
to see the performance of the business 
each month and this means there will be 
no shockers. The cash flow will help you 
track the movement of cash.

Strategic Practices
At the beginning of your financial year set 
targets to be achieved. The targets should 
be specific, measurable, achievable, realistic 

and should have timelines. The set targets 
should be adequately funded through the 
budget and they must be achieving the 
overall objectives of the SME.
 Financial statement analysis should 
be done at least annually to show the 
performance against targets and the 
industry targets. The Accountant will 
help you perform all the ratios that you 
need to grow your business. Review actual 
outcomes against set targets on a monthly 
basis and address the causes of any 
unfavorable variances. It is important that 
you and everyone in your SME understand 
sales/production break-even. This is the 
knowledge of the items/level of services 
that need to be delivered to the customer 
before the SME can make a profit. This 
is in itself a measure of performance of 
the SME. If it cannot break-even then 
someone has to meet the deficit. The sooner 
the situation is rectified the better. Create 
a strategic plan to guide your SME for a 
five to ten year period. The strategic plan 
should be reviewed and updated annually. 
The review should also capture the lessons 
learnt in the current year.
 Ensure that your employees have 
contracts and they are insured against 
injuries while on duty. For temporary 
employees you can hire them on renewable 
contracts. Communicate clearly what 
you expect from employees and more 
importantly the employees should have 
job descriptions. It is also important to 
include clauses of confidentiality in the 
employment contract. In addition, where 
there are commissions paid to employees, 
the SME should consider paying the 
commissions after receipt of the payment 
from the customer. This will ensure that 
the cash flow is not affected through 
payments of commissions on un-receipted 
sales income. This will also ensure that 
the sales teams are interested in collecting 
debts that they have created. On an annual 
basis review contracts with the suppliers 
and identify any room for negotiating for 
longer credit periods, increased discounts, 
adjustments on the quantity of order. 
 If you are in your own premises ensure 
that all your land rates are up-to-date 
annually. If you are operating from leased 
or rented premises ensure that the lease 
obligations are being met. For equipment 
lease understand your obligations as 
regards to the equipment lease and any 
ownership/payout arrangement after the 
expiry of the lease.

BUSINESS pRACTICE AND DEVELOpMENT
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B
rain storming is a group 
problem-solving technique 
that involves the spontaneous 
contribution of ideas from all 
members of the group or it 

refers to mulling of ideas by one or more 
individuals in attempt to devise or find a 
solution to a problem.
 In this digital era, where more activities 
including audit reports are done through 
systems and auditors may not have the 
time to brainstorm given the day to day 
busy schedules and timelines of reporting 
its high time we created some time 
brainstorming sessions.
 In this article, I will try to shed more 
light on why brainstorming is key and 
why it should involve all team members 
regardless of the position in time of audit 
and at the end you will agree with me that 

brain storming sessions for auditors should 
be included in the work plans. In addition, 
although in the past brainstorming was 
not embraced by internal auditors, it has 
turned out that internal auditors play a 
key role in reducing fraudulent financial 
reporting as it may help them in assessing 
and identifying risks and hence they 
should too exercise brainstorming.
 According to Maire Loughran, 
brainstorming is a very useful tool and 
should involve all members as one member 
of the team may have an idea regarding 
client actions that you hadn’t considered, 
or lead you to consider some information 
you have obtained in a different way.
 Like a case of fraud, it would be prudent 
if all auditors involved in the activity share 
notes as the auditors may have different 
understanding of the existing fraud in 

terms of its cause, its magnitude in terms 
of materiality and overall interpretation.
Remember material misstatements affect 
the accuracy of financial statements. 
Fraud exists when the misstatements are 
done deliberately; an error exists when 
the misstatements are an inadvertent 
mistake. In understanding the entity and 
its environments and assessing the risk 
of material misstatements, it requires all 
auditors to hold a brainstorming session 
to deliberate/discuss whether the material 
misstatements were because of error or 
fraud. In this brain storming session, the 
auditors may differ in terms of opinion but 
remember the end result is that the team 
members ought to reach a consensus and 
this can only be done during brainstorming 
session as the end justifies the means.
In conducting the brain storming sessions, 

WHY SHOULD AUDITORS 
EMBRACE BRAINSTORMING 
SESSIONS BEFORE, DURING 

AND AFTER AUDIT?
CPA Maroa Julius Mwita,  juliusmaroas@gamil.com
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the main objectives should be;
1. To share insights about the entity and 
it’s environment and the entity’s business 
risk.
2. Provide an opportunity for the team 
members to discuss how and where the 
entity might be susceptible to fraud.
3. Emphasize the importance of 
maintaining professional skepticism 
throughout the audit regarding the 
potential for material misstatements due 
to fraud.
4. To understand the best tools and 
techniques to use during the period of 
audit e.g. use of SWOT analysis tool 
where the business entity is divided into 4 
parts to cover the strengths(S),weaknesses 
(W),opportunity (O) and threats (T), use 
of Mindsets technique where all ideas 
generated by the team of auditors should 
be considered away from the cycle at the 
center and linked to thoughts branching 
out from the same line. Several mind 
mapping techniques are available online.
A good mind map shows the ‘’shape’’ of 
the subject and relative importance of 
individual points and the interrelation of 
facts. Mind maps during brain storming 
help summarize information and help in 
consolidating information from different 
research sources.
 In this modern digital world where 
innovative ideas are critical to the 
generation of high quality ideas and 
given that audits opinions are based on 
facts both qualitative and quantitative, 
it would be prudent that brainstorming 
sessions should incorporate the experts 
in a given area and non-experts in that 
non experts may fail to put an idea on 
paper but may raise a point that may add 
value in the audit reports. Remember that 
there is no BAD idea as the idea may be 
bad in the short run but as you progress, 
it may end up being very productive.
 Mark Landis et al (2008), proposes 
that given the dynamics of teams, one 
way to increase the number of ideas 
generated in a session is to use computer 
mediated communication. It can be as 
simple as a conferencing call or instant 
messaging software or complex software 
packages called group decision support 
system. This software packages offer 
voting tools, electronic bulletin boards 
and preprogrammed agendas to facilitate 
group discussions. The audit partner 
should spearhead the brainstorming 
sessions.
 In brainstorming sessions, brain 

storming teams tend to generate a greater 
number of better ideas than individuals.
 According to Ryan Hubbs, there 
existed a largest potential loss to the 
National Credit Union Share Insurance 
Funds (NCUSIF) where the frauds ran 
through a single credit union which 

resulted in more than $170 million 
in losses that involved bribery, money 
laundering, fraudulent loans, corruption, 
kickbacks and even Ponzi schemes. When 
this kind of big fraud hits, ‘’it does not 
take long for anyone to ask where were the 
auditors’’. In this case, NCUSIF Inspector 

A good mind map shows the ‘’shape’’ 
of the subject and relative importance 

of individual points and the interrelation 
of facts. Mind maps during brain 

storming help summarize information 
and help in research sources.
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General pointed that numerous red flags 
were present for many years, including the 
ones spotted by examiners but according 
to him the examiners were performing 
their required minimum procedures while 
the audit reports found no outstanding 
issues about the credit union operations. 
The question therefore I may ask is, did 
auditors in the above activity prepare 
well for audit and if the answer is yes, did 
they conduct a brainstorming session to 
uncover these schemes much sooner?
 Finding fraud is difficult and fraud 
brainstorming is more than just sitting 
around the table for an hour talking how 
fraud could occur. It involves delving into 
details, thinking like a fraudster as in 
normal circumstances a fraudster thinks 
seven times a day and we should therefore 
think like fraudsters not to commit fraud 
but think of how to help unveil the 
fraud. In most reports worldwide, we’re 
constantly reminded in every seminar, 
training and accounting conferences we 
attend that fraud is inherently hidden 
as deception, alteration, fabrication and 
document destruction seem to be the 
norm of all fraudsters yet qualified teams 
fail to unveil this. My advice is that 
auditors should brainstorm before, during 
and after the audit exercise as its through 
brainstorming that more issues may be 
unveiled that could not be unveiled at 
individual level.
 Brainstorming session’s influence 
auditors’ consideration of the audit 
importance; Teams should encourage their 
members to share ideas more frequently 
no matter how unusual they seem. When 
planned and managed well, brainstorming 
can lead to many high quality ideas 
about possible fraud risks that audit 
team members wouldn’t likely generate 
individually.
 According to Hoffman and 
Zimbelman(2012), in their article on 
current issues in Auditing Vol 6, issue 
2, propose that auditors should discuss 
the potential for material misstatements 
due to fraud and exchange ideas about 

BUSINESS pRACTICE AND DEVELOpMENT

Brain storming sessions should not only be 
limited to planning phase as it needs to be 
applied in the entire information gathering 
process. The standard requires the audit 
team members to communicate with each 
team member throughout the exercise and 

it requires the auditor with final responsibility 
for the audit to determine whether there has 

been appropriate communication among team 
members throughout the engagement.

how and where they believe the entity’s 
financial statements might be susceptible 
to material misstatements due to fraud.
We should understand that analysis, 
discussions and criticisms of the aired 
views or ideas pertaining a given matter 
should only be allowed after a brain 
storming session is over and evaluation 
sessions begin as the most important 
thing about brain storming is what 
happens after it ends.
 In order to conduct good brain 
storming sessions, the following process 
should be adopted;
1. Lay out the problem you want to solve
2. Identify the objectives of a possible  
 solution
3. Try to generate ideas individually
4. Once your problems, your objectives 
and your personal solutions to the 
problems are clear, work as a group.
 Ramos(2003), states that as per SAS 
no.99 the audit team is required to discuss 
the potential for a material misstatement 
in the financial statements due to fraud 
before and during the information 
gathering process. Brain storming is a 
required procedure and should be applied 
with the same degree of due care as many 

other audit procedures.
 Brain storming sessions should 
not only be limited to planning phase 
as it needs to be applied in the entire 
information gathering process. The 
standard requires the audit team members 
to communicate with each team member 
throughout the exercise and it requires 
the auditor with final responsibility for 
the audit to determine whether there 
has been appropriate communication 
among team members throughout the 
engagement.
 To make brain storming sessions  
effective, we should understand the  
following;
•	 No	ideas	or	questions	are	dumb
•	 No	one	owns	ideas
•	 There	is	no	hierarchy
•	 Excessive	 note-taking	 is	 not	
allowed as brainstorming is an intuitive, 
spontaneous process and excessive note 
taking is a barrier to this process.
 Therefore, it’s my appeal to all external 
and internal auditors both in public and 
private sectors to embrace brainstorming 
sessions especially when there is an 
indicator of existing fraud in the client’s 
environment.
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A new law, Miscellaneous Fees 
and Levies Act, 2016, has 
been brought into force with 
effect from 21st September 
2016.

 The purpose of the Act is to provide 
for the imposition of duties, fees and levies 
on imported or exported goods and for 
connected purposes
 KRA is responsible for the control and 
collection of, and accounting for, duties, 
fees and levies paid under this Act.

Export levy
A levy to be known as the export levy, shall 
be charged on all goods specified in the 
First Schedule; Items in the first schedule. 
These include various types of skins, scrap 
or waste metals, this levy shall not apply 
to goods exported to the East African 
Community Partner States and to supplies 
made to Export Processing Zones (EPZ). 
It would appear that Special Economic 
Zones (SEZ) are not included in this 
exemption. The levy shall be paid by the 
exporter at the time of entering the goods 
for export.
 Any ad valorem rate shall be based on 
the custom value of the goods. Any specific 
levy rate shall be adjusted for inflation on 
an annual basis. The formula- proposed is 
AxB. 
 Where- A is the rate of export levy on 
the day immediately before the adjustment 
day; and B- is the adjustment factor for 
the adjustment day calculated as one plus 
annual average rate of inflation of the 
preceding financial year.
 The government should consider 
revising the Inflation adjustment formula 
applicable to “A (1+B)”. This will be similar 
to the formula proposed for excise tax 
purposes.

Import declaration fee
A fee to be known as the import 
declaration fee (IDF) shall be paid on 
all goods imported into Kenya for home 
use. This fee shall be at 2% of the customs 
value of the goods and shall be paid by 
the importer of such goods at the time of 
entering the goods for home use.
 Goods specified in Part A of the Second 
Schedule shall be exempt from the IDF. 
These include supplies to duty free shops, 
EPZs, manufacturers under bond, used 
personal effects, posted parcels, aircraft; 
aircraft catering stores; rail locomotives, 
wagons; goods from the East African 
Community Partner States that meets the 
East African Community Rules of origin; 
goods for use in construction of industrial 
parks of one hundred acres outside the 
municipalities of Nairobi and Mombasa; 
official aid funded project; diplomatic 
mission, institution or organization; 
United Nations or its agencies. SEZ’s are 
not exempt.
 Goods imported under the East African 
Community Duty Remission Scheme 
shall be charged import declaration fee of 
Kshs 10,000 at the time of entering the 
goods for home use.

Railway development levy
A levy to be known as the railway 
development levy shall be paid on all 
goods imported into Kenya for home use. 
This fee shall be at 1.5% of the customs 
value of the goods and shall be paid by 
the importer of such goods at the time of 
entering the goods for home Use. 
 The purpose of the levy shall be to 
provide funds for the construction of a 
standard gauge railway network in order 
to facilitate the transportation of goods. 
The railway development levy fund shall 
be established, managed, administered or 
wound up in accordance with section 24 
of the Public Finance Management Act, 
2012.
 Goods specified in Part B of the 
Second Schedule shall be exempt from the 
RDL. This include goods for use in official 
aid funded project; diplomatic mission, 
institution or organization; United Nations 
or its agencies; goods from the East African 
Community Partner States that meets the 
East African Community Rules of origin; 
goods for use in construction of industrial 
parks of one hundred acres outside the 
municipalities of Nairobi and Mombasa.

MISCELLANEOUS 
FEES AND LEVIES 

ACT, 2016
By CPA Ernest Muguku Muriu, ernest@ernestandmartin.com
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SOCIAL MEDIA 
COLLECTIONS TIpS

By Wasilwa Miriongi , wmiriongi@gmail.com

A
s a collections professional, 
you may need all tools at 
your disposal to ensure the 
money that is out there with 
customers is back to support 

your cash-flow needs. One such tool 
technology based known social media.
 I remember in 1990s before the advent 
of real-time technologies, we could mail an 
invoice then give time say a week for the 
invoice to reach the customer then contact 
them for payment all those days if summed 
will have eaten into the Days Sales 
Outstanding (DSO) posing a challenge to 
your liquidity issues.
 I remember there is a debtor I have 
been following whose director has a health 
challenge and is in India, I just managed 
to get the director’s Whatsapp number 
and sent a message which has triggered a 
response from them. They have all along 
been giving me the excuse “The Director is 
away” 
 Well, all said and done, social media 
collection poses different challenges 
than the commonly used methods and 
when used wtih utmost care needs to be 
exercised and my suggestion would be you 
apply the following tips:
•	 Remember	to	use	private	or	provided		
 email addresses when contacting your  
 customers that want to be contacted  
 by email and keep a record of every  
 correspondence.
•	 Ensure	never	to	converse	with	a	debtor	 
 using social media sites, utilizing the  
 email feature or comment feature.
•	 Take	it	as	a	rule	not	to	email	a	debtor		
 about a debt if you think a third party  
 can ever see that email.
•	 Do	not	instant	message	a	debtor	about		
 a debt.
•	 If	a	debtor	does	not	respond	to		 	
 your email after authorizing   
 you to email them, stop emailing and  
 use traditional methods to try and  
 collect, such as phone calls or letters.
•	 Never	attempt	to	send	any		 	
 communication that could be seen by a  
 third party.

•	 Desist	from	“publishing”	a	list	of	names	 
 of debtors anywhere online.
•	 Ensure	not	 to	make	 false	 reports	 to	 a	 
 credit bureau.
•	 Never,	use	a	fake	name	or	company			
 name.
•	 Do	not	request	to	be	added	as	a	“friend”	 
 by a debtor on a social networking site.
 The above notwithstanding, and 
given the advantages of social media 
and technology in general, not using it 
will mean you are lagging behind and 
you surely need to keep abreast with the 
worldly changes or so called globalization.
 The question you may ask is that 
are there guidelines on how one can use 
social media in collection, the answer is 
resoundingly Yes! These could include:-
•	 Communicating	 with	 your	 customers	
or debtors is not a single communication 
effort, in order for any of your efforts 
to work you need to use a multi-
communication strategy that works for 
your business, your customers and follows 
the law, online and off.  Make sure to add 
any social Media efforts being used by 
credit personnel to your official company 
credit policy.
•	 By	using	social	networks	to	add	to	your	
information or verify your information 
helps you to find a person while continuing 
to use old-fashioned methods of gathering 
information.  All must be used together for 
you to be successful.
•	 Debt	 collectors	 that	 are	 working	 for	
collection agencies or third party collectors 
should keep their eye on the law.
•	 First	party	collectors	or	business	owners	
should keep an eye on their country laws 
and the laws in the states their debtors 
reside in for updates in the laws regarding 
social networks as well as email, texting and 
instant messages regarding debt collection.

What to do when contacting 
debtors on social media sites
•	 When	 you	 use	 a	 social	 media	 site	 to	
locate a debtor, to then try to collect from 
them by phone, or mail, there normally 
won’t be a problem.  The problems arise 

when someone contacts a debtor through 
one of these social websites.  Since the 
information, messages or conversations on 
these types of websites is not private and is 
available to many people to see, this would 
not be a tool to use in debt collection 
without violating federal laws specifically 
applicable to consumer debt collections.
•	 Most	 of	 these	 types	 of	 websites	 are	
integrated with electronic mail and one 
can send email to one specific person, 
BUT, just how private is this?  How can 
you be sure? Better safe than sorry – do not 
utilize the email tools on these websites to 
contact someone who owes money.  You 
can run into legal problems and violate 
privacy laws.

How social media can help or 
hurt a collector 
Social Media can help and hurt a collector 
in contacting debtors.  In my opinion, 
until the laws are changed a collector, 
third or first party, should NOT contact a 
debtor through social media email, chat or 
comments.  This could be considered third 
party disclosure since you don’t know who 
will see your posting or how secure a social 
media networks communication function 
is.
 Social Media can help a collectors’ 
ability to contact debtors by giving them 
information they may not have such as a 
mailing address or phone number – which 
they can then use to contact a debtor by 
traditional methods, the phone or by postal 
mail.
 For many collectors the first thing 
they do to try to locate a debtor or get 
information is do a search on a major 
search engine and visit social networks.  
People make themselves very easy to 
be found and post all kinds of personal 
information that makes your job easier.
 An obvious conclusion to draw from 
this may be that with its negative impacts 
social media however, the collection 
industry has benefited tremendously from 
social media technology.



You can now access ICPAK services from wherever you are. Through ICPAK LiVE 
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Tap and Connect

Downloading ICPAK LiVE 
to Android

1.  Open Google Play Store app on your     
  Android device
2.  Click on the “Search” icon within Play     
  Store, and type “ICPAK LiVE.”
3.  Select “ICPAK LiVE” from the listing of    
  applications in the search results
4.  Tap on “Install” from the details screen for   
  ICPAK LiVE.
5.  Click on “Accept” when prompted to from   
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6.  Wait for ICPAK LiVE to finish downloading to  
  your Android
7.  Use your usual user name and password to  
  access members’ only functionalities (the   
  one you use on ICPAK website)

Downloading ICPAK LiVE 
from Apple App Store

1.  Open App store

2.  Sign in with your Apple ID
3.  Browse for ICPAK LiVE
4.  Tap on the app to install
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Downloading ICPAK LiVE from 
Windows phone

1.  Launch Marketplace application on your     
  Windows phone. 
2.  Tap on “Apps.”
3.  Type ICPAK LiVE  into the search field.
4.  Select ICPAK LiVE from the search results    
  provided
5.  Tap on “Install” at the top of the ICPAK LiVE  
  details screen. The app will begin        
  downloading to your Windows phone.
6.  Use your usual user name and password to   
  access members’ only functionalities (the    
  one  you use on the ICPAK website)

In case of any challenges please contact us through memberservices@icpak.com for help
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By CPA Mutuku Frederick Ukongo, fred.ukongo@gmail.com

FINANCE AND INVESTMENT

W
ith the envisaged review 
of the Act, it would be 
in order to rethink the 
following key areas. The 
proposal dwells on some 

areas of exemptions or incentives that the 
taxman affords the tax payers. Some of 
these incentives have long lasting economic 
impact, yet they are not regularly reviewed. 
May be this is the time to do a thorough 
soul searching and do justice to these key 
areas. The government has an obligation 
to create an enabling environment for 
its citizens. Some key areas are to ensure 
a fulfilling retirement days, retirement 
income, home ownership, an all inclusive 
mortgage industry among many others.
 In trying to achieve its goal, the 
government has an obligation to bridge 
the gap between the poor and the rich. 
One way of doing this is through its fiscal 
policy, and ensuring a tax system that is 
equitable in all respects. It is a while since 
a review of our graduated tax rates and 
personal relief was done.

1. Pension schemes
The tax law allows a maximum of sh. 
20,000, or 30 per cent of gross pay to be 
deducted from gross salary before tax 
determination, per month. This is meant 
to achieve two ends, to firstly encourage 
retirement planning and secondly to reduce 
an individual’s tax burden. Out of the two 
the principal one is retirement planning, a 
noble idea. However the question that begs 

for answers is, since the initiation of this 
avenue, how many citizens have benefited 
from this? What is the success rate? Fiscal 
policies and measures are meant to have an 
impact on the populace. 
 The proposal here is to rethink this 
incentive and focus it on the low income 
category. Coupled with this is to rethink 
the New NSSF Act 2013. The main 
contention has been why the funds should 
be directed to the hitherto inefficient 
incompetent corrupt social security fund. 
Would the envisaged review of the income 
Act consider this thorny issue? 
 The other proposal here is to have 
employees who earn gratuity or end of 
contract service, and who opt to channel 
their funds to personal pension schemes 
exempt from tax. Maybe there is something 
close to this already, but what should be 
done is to give it the backing of the law 
and operationalize it.
 Let the tier 1 go to the NSSF But the 
rest should be channeled to an individual 
pension scheme. The government 
sponsored is prone to a lot of political 
intrigues and hence mistrust by the 
populace. We need retirement planning 
and it would be very unfair to fail to plan 
because we cannot agree on who should 
manage the funds.
Also consider increasing the amount 
of lump sum payment which can be 
commuted to the pensioner on retirement. 
The current limit is too little, considering 
the living standards in our lovely country.

2. Home ownership savings 
plan (HOSP) 
Saving through a registered home 
ownership savings plan earns one some 
tax discount. This is a move aimed at 
encouraging and helping the populace 
to own homes. The amount is sh. 4,000 
per month translating to sh. 48,000 per 
annum. This however is not indefinite; it 
is actually limited to 10 years. It simply 
means that the maximum you can save 
through this scheme is sh. 480,000 over a 
period of 10 years. The interest earned is 
tax free but with the kind of interest our 
financial institutions offer, I doubt it would 
amount to much.
The proposal is to enhance this benefit, 
maybe by increasing the amount to a 
credible figure. It is doubtful sh. 480,000 
would even qualify as a deposit for a 
mortgage. The government through the 
income tax can encourage many more 
people to own homes and even rental units.

3. Mortgage relief
Another avenue that is provided is through 
mortgage. If you are paying mortgage 
interest to a registered mortgage provider, 
you are allowed to claim income tax relief 
of up to sh. 150,000 per year. A welcome 
move and very beneficial to the middle 
class maybe, like the proverbial Oliver 
Twist, the populace will always demand 
better cushioning. Not many people in our 
country would benefit from this noble idea.

pROpOSED REVIEW OF 
INCOME TAX ACT
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The proposal maybe something close to, 
the government to rethink this incentive 
and to have something similar tailor 
made for the low income class.

4. Wife’s employment 
income(section 45) 
It is an outdated clause and section in this 
era of “what a man can do, a woman can 
do even much better. Do we still need the 
income of a woman to be deemed income 
of the husband? The proposal is to have 
this part of Act deleted entirely. 
 
5. Perdiem, imprest and 
reimbursements 
The canons of taxation call for simplicity, 
convenience and certainty among others. 
The current state of affairs in these areas 
doesn’t adhere to these canons. Maybe an 
illustration will demonstrate the bone of 
contention. “An employee is sent by the 
employer on an assignment outside his 
normal working station. He or she has to 
be away for, say 3 days, the costs involved 
here, will be meals, accommodation and 

traveling and maybe an allowance. Many 
payroll accountants face difficulties in 
determining how much to tax. Employees 
themselves many a time feel cheated 
by their employers. Accordingly, many 
employees feel that no tax should be 
levied on such allowances. Whereas some 
employers argue that the whole amount 
should be taxed (to avoid battles with 
KRA). Everyone is trying to protect their 
buttered side of the bread. But should 
this be the case in this time and era? 
The proposal here is to provide clarity 
and proper direction. It is important that 
certainty and convenience is achieved in 
all aspects of our tax system.

6. Graduated tax scale and 
personal relief 
Kenya’s tax system is fairly progressive; 
however it would be important to 
review it. The Cabinet Secretary hinted 
something to that effect. If it may be 
adjusted to exempt any one earning up 
to and including sh. 20,000 gross pay. 
This may go a long way in bridging the 

gap between the haves and have not’s. It 
may help in harnessing a saving culture 
and hence more savings and subsequently 
more investments. 
 The proposal is that time is here to 
consider the low income earners and to 
also cushion the middle class to some 
level. Review the graduated scale and 
increase the minimum personal relief 
from sh.13, 944 per annum.

Conclusion
I hope those who are concerned will be 
able to make sense out of these few yet 
important areas. I also hope that the few 
minutes I took to pen this down did not 
go to waste. May we, through this and 
many other proposals, achieve the most 
optimal tax system in Africa and beyond.

The Writer has served in different 
positions including Finance Manager at 
Marist International University College 
(Catholic University), he is currently a 
Lecturer of (Accounting and Finance)
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ARE WE pROTECTED 
FROM pYRAMID 

SCHEMES?

CPA Frederick Ukongo, ukongofrederick@yahoo.com

T
he print, electronic and social 
media is awash with adverts 
on investment opportunities. 
This goes a long way to show 
the availability and appetite 

of Kenyans in consuming investment 
opportunities. Indeed the investment 
appetite for Kenyans is unparalleled, or so 
it would be presumed. When we hear of an 
investment opportunity that is attractive in 
terms of returns, we do not think for long, 
but invest. Often we do not think about 
the risks inherent in these investments. We 
are left to learn from our mistakes on many 
occasions. 
 However the question is; must we let 
some few unscrupulous individuals take 
advantage of innocent Kenyans? Usually, 
in the name of providing investment 
opportunities, only to disappear with their 
hard earned cash. This is done in schemes 
that are well organized and directed. Some 
of these schemes are crafted by or on 
behalf of well connected individuals. They 
are ordinarily executed just before general 
elections. They often, promise high returns 
because our nature is to anticipate the 
highest form of returns, we very quickly 
land into the trap. We often forget that 
for every expected return there is likely a 
corresponding risk. Frankly speaking all 
returns are in one way or another affected 
by risk. Risk is defined as variability of 
returns or the probability that the returns 
will not be exactly as expected. The 
outcome doesn’t mirror the expected. 

 We remember well the infamous 
pyramid schemes preceding the not so 
famous elections of 2007. The returns 
promised were out of this world. 
Speculators and innocent citizens out 
to make a kill, were conned out of their 
hard earned money. To date no one has 
answered for this heinous crime. Now that 
we are approaching another electioneering 
period, isn’t it prudent to rethink any 
investment promising heaven on earth? 
An investment is motivated by the 
promised return but one should not just 
focus on the return. The expected return 
is a function of the promised return, risk 
and time factor. Information disclosure 
and full disclosure for that matter is and 
should be a requisite before one invests. 
The unscrupulous individuals will not 
share with the investors the negative side 
of the story. The marketing strategy is to 
promise the highest return and turn a blind 

eye on risk. 
 Honesty is a good policy, and definitely 
it creates sustainability. Education to 
the fact that every investment has a 
corresponding risk would go a long way 
in creating a good sustainable saving and 
investment culture. However when heaven 
on earth is promised and at the end of the 
day the investors cry all the way from their 
bank as opposed to smiling all the way, 
then we have a problem. This will mean 
that even a well meaning  business that has 
created a market beating portfolio, will be 
looked at with suspicion. Definitely once 
beaten twice shy. 
 Regulation and control would be best 
placed to create a favorable environment for 
well informed investment opportunities. 
However, proper regulation is often put 
in place when a lot of damage has already 
been inflicted. We are a reactive rather 
than proactive society. The question that 
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begs for answers is when will we put our 
act together and stop playing catch up? 
The government of the day should put in 
place mechanisms to enable all available 
investment opportunities to be assessed 
from a common market-Like; looking, at 
the real estate sector; especially the very 
basic form of it and acquiring a piece of 
land. It has become such a cash cow that 
firms and individuals are out doing each 
other in marketing it. Smart businessmen 
have designed the best of strategies to 
promote their sales. In these marketing 
games, lies the problem. Sometimes you 
look at the promised return and wonder 
who will save Kenyans from rogue land 
merchants? It is imperative that this sub 
sector is regulated. The sooner this happens 
the better. It would be interesting to get 
the position of the government of the 
day. Does the government know what is 
happening in the first place? Does it care 
for its citizens? What is it doing to protect 
innocent Mwananchi from these quick 
riches schemes?
 However, as the government plays its 
part, we citizens have a major role to play 
too. We must know that investment is a 
process. We need not walk up one day and 
just throw our hard earned money away 
in the name of investing. Before we put 
our money in any investment, we must 
have done our homework well. Financial 
management provides a concise investment 
process that can be a guide in designing 
a tailor-made investment plan. We can in 
other words say that investors at all levels 
need to take calculated risks. 

A typical investment process involves the 
following:
•	 Set	an	investment	policy
•	 analyze	the	target	investment
•	 portfolio	construction
•	 portfolio	revision
•	 portfolio	performance	evaluation
Setting investment policy: this where you 

consider your risk appetite or altitude visa 
vis the expected return. At this stage we 
think of the investment objectives, amount 
investable and tax status. Here one may 
be able to tell if it is worthwhile investing 
in a venture. One is well aware of the risk 
involved and the decision to invest or not 
made knowledgeably.
 Analyze the target investment: once 
you know yourself, the next stage is to 
understand what you are investing in. 
What kind of investment and how  it 
compares with other assets, in terms of 
return and risk. Why should you consider 
this particular investment and not the next? 
 Portfolio construction: it is advisable 
to create a pool of investments. This pool 
of investments is what we call a portfolio. 
Instead of just considering a one off 
investment, one may consider several 
and pick some from the many available 
options. If one is interested in buying 
shares, he or she may consider all shares 
listed in the stock exchange and select 
a number based on amount available to 
invest, prevailing prices and the industry 
that a company belongs. A good portfolio 
will usually be made of companies in 
different industries. For example if 
you buy shares of a company or two in 
telecommunication, you next can buy one 
or two in manufacturing, two in financial 
services etc. This reduces unsystematic risk 
and ensures diversification. If one sector is 
not doing well, chances are that the next 
will be enjoying a boom.
 Portfolio Revision: the pool so created 
needs to be revisited every now and then 
to ensure the objectives are met. If some 
investments are not performing you may 
need to interchange them with others. 
 Portfolio Performance Evaluation: 
investment is a continuous activity i.e. it 
is a process. Therefore you don’t just invest 
and  sit back. You have to keep on tracking 
your investments and comparing them 
with the goals set. Through monitoring 

and evaluation one is able to optimize their 
return.

Conclusion
Anyone can follow this simple financial 
management process to ensure that the risk 
involved is reduced. However even with 
this process regulation in all sectors would 
eliminate the unscrupulous businessmen 
and create an environment conducive for 
investments. The government of the day has 
a responsibility to protect its citizens. This 
protection can be better achieved through 
progressive regulation and monitoring. 
The professionals in the relevant areas may 
need to become watchdogs for the rest of 
Kenyans. We should be able to blow the 
whistle at the slightest of suspicion.
 The real estate sector has over the years 
attracted many businessmen, and created 
opportunities for many. The businessmen 
are getting better by the day. The offerings 
they have are greatly attractive and any 
investor (a speculator or a true investor) 
would be tempted to try. However, a true 
investor will always do a proper analysis 
before investing. They have to consider 
the promised return against the inherent 
risk. True investors differ from speculators 
because of risk and return consideration. 
To protect the speculators, the proprietors 
of any business promising any returns to 
would be investors needs to account. 
 The many companies that are buying 
and selling land to Kenyans and promising 
great returns upon an extra investment in 
agribusiness need to be held to account. 
The companies are increasing day by day 
an indication of the lucrative nature of 
the land business. One would ask, who 
is responsible to ensure Kenyans are not 
conned of their hard earned money? Are 
these business properly registered? Are 
they even regulated? If regulated, who is 
this regulator? Are Kenyans protected from 
a possible pyramid scheme scam of yester 
years?

Quail Business: 
A Pyramid 

Scheme in 2014
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1. Introduction
Customer trust is of paramount importance 
to a proper functioning not only of the 
banking segment but all sectors of the 
economy. The recent confidence crisis in 
Kenya that was exacerbated bythe social 
media severely affected many customers 
who are now struggling to build their 
dented trust. It was as a result of mistrust 
that culminated to a bank run forcing the 
banks’ regulator to place a tier-II bank 
under receivership.
 The debate around trust and confidence 
in banking has not been diminished by any 
sense of the familiar. In fact, for leaders 
today, it’s arguably a more challenging 
priority than it was in 2008. In view of the 
foregoing, this article seeks to contribute 
to the on-going debate about trust and 
confidence in the banking sector.  It seeks 
to provide an analysis of how confidence is 
lost, the consequences of confidence crisis 
in banks and how to rebuild it.  The article 
also provides factors to consider when 
choosing the bank that suits your needs.

2. Triggers of confidence crisis
Let’s first understand how a bank run 
arises as there is a relationship between a 
bank run and confidence crisis. 
 So what is a bank run? An excerpt of 
the statement  issued by the Central Bank 
of Kenya (CBK)  in April 7, 2016 portrayed 
liquidity  difficulties as one of the reasons 
that compelled the regulator to put a tier-
II local bank under receivership  as it was 
not able to meet its financial obligations.
 A Bank run (also known as a run on 
the bank) occurs when customers of a bank 
(or financial institution) withdraw their 

deposits instantaneously due to worries 
about the solvency of the bank. A run on 
the bank causes a large number of fund 
withdrawals by the customers either by 
demanding cash or transferring their funds 
to safer institutions (including keeping 
under mattresses) for fear that the bank 
will become insolvent. Closely related to 
bank run is bank panic. Bank panic occurs 
when banks suffer runs at the same time as 
depositors suddenly try to get away their  
cash or try to get out of their domestic 
banking system altogether.
 This crisis arises in the course of banking 
business of mobilizing deposits (borrowing 
short) and creating credit (lending long). 
Credit creation is one of the functions 
of redistributing savings from surplus 
units (savers) to deficit units (borrowers). 
However, credit creation is hinged on 

inherent fragility of the banking system. If 
every depositor tries to withdraw money at 
the same time, the bank cannot call in its 
illiquid assets (loans, mortgages etc.), and 
there will not be enough cash for everyone. 
Now why would this happen, since it is 
unlikely that everyone will need cash at the 
same time? It happens if the confidence 
among depositors quickly evaporates and 
they start worrying that their money may 
not be safe. Thus every other depositor will 
try to withdraw money, and then everyone 
tries to withdraw money at the same time 
leading to eruption of liquidity crisis.
 Now let’s turn to the causes of a 
confidence crisis. The Edelman Global 
Trust Survey (2013) shows that banks and 
financial institutions were the least trusted 
sectors of the economy. They were at the 
very bottom of the trust ranking.

Source:http://www.forbes.com/sites/stevedenning/

RESTORING 
CONFIDENCE 

IN BANKS



NOVEMBER - DECEMBER  2016  29

FINANCE AND INVESTMENT

 According to the survey, trust in banks 
in the UK was lower than anywhere else 
in the world. So what causes loss of trust?  
Circumstances and information that is 
likely to put customer deposits at risk of 
loss triggers crisis of confidence. In many 
countries for instance, confidence crisis 
is likely to occur if depositors become 
knowledgeable of among others, an unsafe 
or unsound conditions to transact exists; a 
bank is likely to fail to meet its financial 
obligations; a bank has substantially 
insufficient capital or if there is a violation 
of any law or regulation. 
 Regarding insufficient capital, studies 
have shown that regulatory authorities in 
certain jurisdictions allow equity capital 
(which is the main shock-absorber for 
losses) to be run down as low as a paltry 
2% of risk-weighted assets. This implies 
that the available equity is not able to 
cover losses after a bank has failed. This 
means that, when confidence in banks is 
most needed, the key regulatory metrics 
of financial stability (the regulatory capital 
ratio) is increasingly discounted because 
it potentially overstates a bank’s true loss-
absorbing capacity.
 The accounting standards especially on 
provision for debts have a direct bearing 
on profitability and retained earnings. 
For instance, we find some backward-
looking (incurred) model in which bank 
provisioning for credit losses was on 
actual but not expected credit losses. The 
incurred loss model prevented banks from 
making forward-looking assessments of 
likely losses. So provisions had not been 
adequately built up in good times, and 
there was considerable uncertainty about 
what additional provisioning might be 
needed.
 The backward-looking model could 
still be practiced if it is recalled that 
the National of Bank of Kenya (NBK) 
reported profit in its 9-month financial 
statements but suddenly reported losses 
amounting to over Ksh of 1 billion during 
its full-year results for the period ending 
December 31, 2015. The bank attributed 
reported losses to a non-performing loan 
book.
 Banking is a business that is built 
on confidence. However, a study by the 
University of Nottingham two and half 
years after the 2007/08 global economic 
meltdown revealed public trust of the 
financial services was declining in the 
UK. This finding was no surprise as the 
Governor of England Mervyn King 

(2011) was quoted saying, “Since the late 
1980s ‘Big Bang’ deregulation programme, 
too many in financial services have 
thought as if it’s possible to make money 
out of gullible or unsuspecting customers, 
particularly institutional customers, that is 
perfectly acceptable”. Similar sentiments 
were shared by a survey of American 
individual investors; they said that a 
majority of financial institutions acted in a 
“greedy manner”.
 Stefan Ingves (2003) terms “greedy 
manner” as bad banking that breeds and 
blossoms when banks are run as personal 
“piggy banks” or pyramid schemes of 
industrial groups or families. In these 
conditions, connected lending, insider 
operations, and outright fraud may go 
on with impunity. Similarly, state banks 
may be run as quasi-fiscal agencies based 
on political criteria with disregard for 
commercial principles, which undermines 
their solvency and the soundness of other 
better-run banks.
 So are the banks partly to blame 
for lack of trust? Let’s diagnose two 
scenarios. Every time I walk into the 
bank, a ‘financial advisor’ would spot me 
and try to confuse me to buy some new 
endowment investments that would 
get me extraordinary returns and insure 
my life. Little does the bank guarantee 
my principal investment back in case of 
accidental default of premium payment 
plan. There is also no guarantee that all 
the premiums I pay in cash through the 
bank’s ‘financial advisor’ will reflect in my 
statement that I don’t get unless I demand 
it. These turn out to be virtually worthless 

investments.
 Does my bank pleasantly surprise me? 
Here again is my experience. Instead of 
being offered additional services that are 
supposedly free, I am more likely to find 
unexpected charges on my account for 
just doing what the bank has always done. 
Even just getting access to my own money 
is now likely to be subject to a charge.  I 
have to scrutinize my accounts carefully 
to see what my bank may be up to. I am 
rather distrustful of my bank and have 
the impression that my bank looks at me 
as a wallet that they are trying to extract 
money from. 

3. Effects of confidence crisis
Nobel economist Joseph Stiglitz has 
observed that the “present financial crisis 
springs from a catastrophic collapse in 
confidence”. Similarly, former US Labour 
Secretary Robert Reich in his analysis 
of the problems besetting the financial 
markets, argues that the “fundamental 
problem isn’t lack of capital. It’s lack of 
trust. And without trust, Wall Street 
might as well fold up its fancy tents.” So 
why should everyone be concerned about 
confidence crisis? Let’s explore some of 
the possible consequences.

3.1 Decline in Real GDP
If customers’ fear savings are not safe in a 
bank, they will switch to cash saving and 
not keep money in a bank. For instance, in 
the UK, there was a sharp fall in consumer 
confidence at the start of the banking 
crisis in 2008 as shown in the figure below.

Source:www.economicshelp.org
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 The decline in consumer confidence 
mirrors the decline in real GDP. As 
consumer confidence falls, they reduce 
spending; therefore there is less demand 
for goods. Because firms are producing less, 
they respond by reducing the size of the 
work force. Firms may go out of business 
causing significant unemployment.

3.2 Decline in Stocks Value 
and Collapse of Stock Market
In banks that experience loss of confidence, 
the value of shares usually suffer an early 
slump as traders absorb the news that the 
bank is unable to raise capital from other 
sources in the market. The likely outcome 
is that many traders panic and opt to off-
load their stocks in the market which 
causes oversupply without an opposite and 
corresponding demand. 
 In 2008 for instance, global economic 
crisis created a loss of confidence in 
the banking sector by many investors 
especially in the US.  As result, a liquidity 
crisis erupted which worsened stock 
markets around the globe forcing it to 
crash as well as becoming highly volatile. 
Consumer confidence hit rock bottom as 
everyone tightened their belts in fear of 
what could lie ahead.

3.3 Collapsing of Banks and 
Banking Sector
An excerpt contained in the press release 
by the Central Bank of Kenya (CBK) 
on April 7, 2016 read, “Chase Bank 
Limited experienced liquidity difficulties, 
following inaccurate social media reports 
and the stepping aside of two of its 
directors. Consequently, it was not able to 
meet its financial obligations on April 6, 
2016.”These liquidity difficulties could be 
largely attributed to the loss of confidence 
in that specific bank that in turn triggered 
massive deposit withdrawal. The end-
result was to place the bank under a 
receiver manager. This means that there 
was a likelihood that the bank could be 
wound up should it be established that it 
was impossible to resuscitate it.
 Under severe cases, illiquidity in one 
bank can quickly spread to others through 
contagion, as bank or payment system 
weaknesses destroy  the credibility of all 
banks, and may lead to collapse of the 
entire banking sector  in case of prolonged 
depositor runs across the banks regardless 
of the soundness of individual banks.

3.4 Increased Financial Burden to  Tax-

Payers
Banks are big contributors of taxes by way 
of corporate and income taxes.  This is 
true as long as the bank is operating well. 
However, the government my use collected 
taxes and other public resources to bail 
out a collapsing bank in order to restore 
the public confidence within the banking 
sector. As such, public funds are used 
to support banking institutions that are 
otherwise supposed to be financially stable 
and sound. This creates a funding gap that 
can make the government levy more taxes 
from the general public.

4. Restoring trust and 
confidence
Mark Glazener (2014) notes that 
the banking system is the economy’s 
cardiovascular system; if the arteries 
become blocked, it can result in a trail 
of economic destruction. The ‘arteries’ in 
this case is trust. The former US Labour 
Secretary Robert Reich argues that the 
“fundamental problem isn’t lack of capital. 
It’s lack of trust. And without trust, Wall 
Street might as well fold up its fancy tents.” 
 It is clear that banking crisis cannot be 
resolved without rebuilding confidence. 
As many of us know, it is easy to lose 
confidence but hard to regain it. But how 
is confidence restored in the banking 
sector? In this study, we look at both 
external and internal (within individual 
banks) mechanisms of restoring trust and 
confidence.

4.1 External Approaches 
This encompasses approaches that are 
driven by external forces and more 
specifically by the regulatory and oversight 
authorities and interested stakeholders. 

They are but not limited to:

4.1.1 Establishing Good Operating 
Environment: This approach calls for the 
establishment of a strong regulatory and 
macroeconomic framework for a banking 
environment.  The presence of a sound 
regulatory environment is important 
as it is able to cushion banks against 
the adverse effects of macro-economic 
turbulence. As Stefan Ingves (2003) 
observes,  macroeconomic turbulence may 
arise from lending booms, possibly stoked 
by excessive capital inflows or changes in 
tax rules; real estate and/or equity price 
bubbles that inflate and burst; slowdown in 
growth and/or exports, or the loss of export 
markets; growing excess capacity/falling 
profitability in real sector; lower overall 
investment; rising fiscal and/or current 
account deficits; weakened public debt 
sustainability; sharp changes in exchange 
rates and real interest rates; and so on.
 Although the government regularity 
authorities may not guarantee absolute 
control of all adverse economic 
developments, availability of a strong 
regulatory environment will put up 
mitigating measures for continuity of 
financial institutions. In other words, the 
regulatory agencies must always be ready 
to adapt macro policies which are robust 
and capable of tackling conditions of a 
systemically distressed banking system. 

4.1.2 Bail out by the Central Bank: This 
approach has been in existence since 
the great banking crisis that occurred 
in 1930s.  The central bank assumes the 
responsibly of the lender-of-last-resort 
in attempt to restore confidence. In the 
wake of diminishing confidence in Kenya 

From left: Treasury secretary Henry 
Rotich, Central Bank of Kenya governor 

Patrick Njoroge and Kenya Bankers 
Association chief executive Habil Olaka. 
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for instance, the Central Bank of Kenya 
(CBK), established a credit line to financial 
institutions affected by liquidity pressures 
arising from no faults of their own.

4.1.3 Insurance of Deposit: In many 
economies, a deposit insurance scheme/
fund is established to cushion depositors 
against losses emanating from inability of 
banks to honour their financial obligations 
when due. This mechanism is usually an 
element of the financial system that is 
aimed at promoting financial stability. 
In Kenya, Section 36 of the Banking 
Act, Chapter 488 of the Laws of Kenya 
established the Kenya Deposit Insurance 
Corporation (KDIC) which is responsible 

for protecting depositors’ savings/deposits 
and thereby ensuring depositors remain 
confident enough to continue keeping 
their savings within the banking system.

4.1.4 Setting Optimal Capital 
Requirements: Adequately capitalizing 
banks reduce the possibility that a bank 
becomes insolvent. Under full-reserve 
banking, the reserve ratio is 100% in 
which banks are required to match loan 
maturities and deposits, thus reducing the 
risks of bank runs. An alternative to this 
is a reserve ratio requirement which limits 
the proportion of deposits which a bank 
can lend out.
 Prior to Basel III regulatory 
requirements on bank liquidity and 
leverage, banks were using their own 
models when estimating “operational risk”, 
which captures a wide range of aspects 
from the potential impact of system 
failures to conduct fines. However, the 
Basel Committee on Banking Supervision 
has since has established defects in such 

internal models as they make banks appear 
less risky when they are actually more risky.
It is suggested that this committee would 
impose new rules to standardise the way 
banks assess these risks. This is likely to 
raise the minimum capital requirements 
for some banks.

4.1.5 Declaring Emergency Bank 
Holiday: This approach was used by 
United States Congress in 1933 in an 
attempt to stabilize the banking system 
after the Great Depression.  Following his 
inauguration in March 1933, President 
Franklin Roosevelt set out to rebuild 
confidence in the banking system, in which 
he pronounced 4-day banking holiday that 

shut down the banking system, including 
the Federal Reserve.
 In his address to the public, the 
president said that only sound banks 
would be licensed to reopen by the U.S 
Treasury. “I can assure you that it is safer to 
keep your money in a reopened bank than 
under the mattress,” said the President. 
The holiday succeeded partly because of 
people’s confidence in the President who 
was persuasive and seemed to believe in 
them and was giving them action.

4.2 Internal approaches 

4.2.1 Change in Structure and 
Governance Practices
In the past, top management of banks has 
been focusing on controls, governance and 
risk management approaches governed by 
mathematical models. This is not working 
anymore because individual behaviors are 
dynamic and ever evolving. Put simply, it is 
incumbent among the bank leaders to pay 
attention on cultural dynamics or the so-

called ‘soft risks’ such as behaviors, choices 
and values. Such changes in organization 
culture take time to realize results but it’s 
inevitable in the 21stCentury. 
 Banks need governance and 
management practices that are hinged 
on disciplined execution and continuous 
innovation to cope with customers and 
staff dynamisms. Banks need to follow 
the example of Steve Jobs and become 
agile organizations that are capable of 
continuous innovation.

This entails:
•	 Self-organizing	teams;
•	 Coordinating	work	through	agile		 	
 practices;

•	 Embracing	 the	 values:	 transparency,	 
 continuous improvement and   
 sustainability, not merely efficiency at  
 all costs;
•	 Communicating	horizontally	as	well	as	 
 vertically.

4.2.2 Focusing on the Right Goal 
There is need of a paradigm shift from 
“maximizing shareholder value” to 
“profitably adding value to customers”. This 
stems from Peter Drucker’s foundational 
insight of 1973: “The only valid purpose 
of a firm is to create a customer.” It’s 
undeniable truth that with availability of 
reliable information and many choices, 
the customer is now in charge of the 
marketplace and indeed the real boss. 
 Customer focus demands for a change 
in the way the corporation is run. The 
critical question is whether banks can 
make money on a large scale if they totally 
focused the organization on delighting 
customers. Let’s recall Steve Jobs at Apple. 
In 1997, Apple was practically bankrupt. 
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When Steve Jobs came back, his focus 
was on a few products that really 
delight people.
In his tenure, Steve Jobs transformed 
the music business, the mobile 
phone business, the tablet and PC 
business which were purportedly 
mature stagnant industries. He had 
great impact on the world by having 
the whole firm do work with a large 
number of small, multi-disciplinary 
teams, all totally focused on delighting 
the customer.
 And in so doing, Apple answered 
the question: is it possible to make 
money by delighting the customer 
on a large scale? Yes, it is. It not only 
makes money, it makes humongous 
amounts of money! Apple went from 
being on the brink of bankruptcy in 
1997 to being the largest market-cap 
company in the whole wide world, all 
in just 15 years.

5. Choosing right bank for 
you
Identifying and selecting the right 
bank for your needs is one of the 
important financial decisions we have 
to make. Choosing the right bank can 
assist you to run your life smoothly. In 
contrast, a wrong choice is frustrating, 
time consuming and can even cost you 
vital opportunities.
 The choice of bank should largely 
be driven by your banking habits, 
personal preferences and bank’s 
individual attributes.  Here-below are 
some of the factors to consider when 
selecting the right bank for you.
•	 Deposit	 Insurance:	 It	 is	 preferred	
that you transact with a bank that 
offers insurance on your deposits. This 
is important to customers as they will 
be compensated in case of failure by 

the bank. The best bank is one that 
has deposit insurance, but is healthy 
enough so that you will never need to 
use it.

•	 Fees:	Most banks charge fees for 
the services rendered and it is one of its 
main factors to pay attention. While 
most fees are charged depending 
on your banking habits, it is also 
important to be aware of standard fees. 
Among the fees to consider includes:
•	 Periodical	account	maintenance		 
 fees and minimum  
 balance charges
•	 Penalties	on	insufficient	funds
•	 Debit	and	Credit	cards	user	fees
•	 Late	payment	fees	for	loan		
 products
•	 Overdraft	charges

Balance Requirements: Some banks 
have balance requirements or this 
will allow you to negotiate them. 
However, others have minimum 
balance requirements that can trigger 
certain fees. The three main types of 
balance requirements are:
•	 Average	monthly	balance
•	 Minimum	balance
•	 Minimum	amount	in	savings
It is advisable that the choice of 
balance requirement suits your needs 
and does not put you in a financial 
bind.
•	 Interest	Rates: This entails looking 
for a bank that generates high interest 
income on saving accounts and 
certificates of deposit and low interest 
on loans and advances. In most cases, 
it is unlikely that a bank will offer this 
combination simultaneously. In other 
cases, a customer may tolerate high 
interest rates on loans in exchange of 
good customer service.
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•	 Account	 Types	 Offered:	 Most 
banks provide various accounts and it 
is important to check if the bank offers 
the types of accounts you need. Here 
are the four many account types to 
consider.
•	 Checking	account
•	 Savings	account
•	 Money	market	account
•	 Rewards	checking	account

•	 Types	 of	 Financial	 Products	
Available: Loans and income 
generating assets are the primary types 
of financial products available from 
most banks. Most of the banks will 
offer a wider array of each product type, 
but that does not necessarily mean 
it the best bank in the market. Loans 
include products like:

•	 Car	 Loan:	 Check for low interest 
rates, origination fees, and prepayment 
penalties. Also, consider the various 
loan terms and how these fit your needs
•	 Home	Mortgage	Loan:	Check	for	
low interest rates, origination fees or 
points, closing costs, and prepayment 
penalties. Also, consider the types 
of mortgages available, i.e. fixed vs. 
variable and 30 year vs. 15 year).
•	 Home	 Equity	 Line	 of	 Credit/
Home Equity Loan: Check for low 
interest rates, origination fees or points, 
prepayment penalties, and closing 
costs.
•	 Credit	 cards.	 Check	 for	 interest	
rates
 Asset growth products include 
individual retirement agreements, 
brokerage accounts and certificates of 
deposit.
 Customers should note that they 
must not stay with the same bank for 
every financial product they own. If 
a customer can get a better rate on a 
mortgage at another bank, let it happen. 
Don’t just stick with your bank because 
of the relationship you have with them.
•	 Customer	 Service,	 Availability,	
and Other Services: Customer service 
can make or break your experience 
with a bank. A big contributor to good 
customer service is how accessible 
and interactive the representatives are 
irrespective of whether it is physical or 
online access.
 Apart from customer service, you 
need to know if a bank offers other 

services including:
•	 Online	Banking: The bank should 
be able to offer online banking services 
like online querying of your account 
balances online. Such online platform 
should be up-to-date and user friendly.
•	 Electronic	Statements: Your bank 
should be progressive and providing 
more online banking features like 
e-mailing and posting bank statements.
•	 Automatic	 Payments:	 Your 
bank should be able to allow you pay 
your utility bill directly, and at fairly 
reasonable transaction costs.
•	 Direct	Deposit:	This is having your 
pay check deposited electronically to 
your bank account.
•	 Wire	Transfers: Can you transfer 
funds domestically and internationally? 
What fees are involved?
•	 ATM	 Refunds: If you travel a 
lot and use cash, you are going to be 
charged “out of network” ATM fees. 
Does the bank refund all of these fees, 
some of them, or none at all?

Conclusion
There is continued erosion of 
confidence yet it is hard to regain it. 
Its far-reaching effects are real not 
only to the banking operations but 
to the entire economic performance. 
Moreover, it appears the menace of 
confidence crisis caught up with many 
economies unaware possibly because 
complex mathematical models have 
predominantly been applied to manage 
risks in the banking system.
 A multifaceted approach to 
restoring confidence is preferred as 
there is no single cure to confidence 
crisis. This entails establishing the 
banking sector on well-established and 
functioning regulatory environment 
capable of withstanding external 
adverse economic conditions and an 
ability to set-up strong support and 
enforcement mechanism for a healthy 
banking sector to thrive on.
 Regulatory structures should be 
reinforced with good banking practices. 
To this end, there is need to emphasize 
on managing the so-called ‘soft risks’ 
such as behaviours, choices and values. 
This calls for a paradigm shift on 
structure and governance practices that 
are premised on clear goals of creating 
more value to the customers and not 
maximizing shareholder value. 
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I
n elementary economic theory, one is 
introduced to the traditional factors 
of production namely, labor, capital 
and land. To establish a business, an 
entrepreneur goes through a nerve 

wracking, time consuming and energy 
sapping process of sourcing and mobilizing 
the requisite quality and quantities of 
factors of production. 
  The nature of the proposed enterprise, 
size, complexity of production or service 
delivery processes and the technology to 
be deployed are some of the elements that 
influence the aspects of production to be 
employed.  For example, the requirements 
for establishing and running a fast foods 
restaurant business in terms of labor, 
capital and land/space is completely 
different from those of a milk processing 

plant or a commercial bank. What is not 
in doubt is that all businesses require labor 
and capital to operate. The imperative of 
land or space as a factor of production is 
increasingly being challenged by online or 
e-commerce courtesy of the internet and 
mobile telephony.
 Accessibility of affordable capital is 
a critical determinant in one’s ability to 
procure the right quality and quantity of 
the other factors of production. In a free 
market, one gets what one is ready to pay 
for. As vision owners, founders of businesses 
have to source, hire and retain competent 
teams whose primary responsibility is 
mission execution. Nobody can succeed in 
a significant scale working solo. Like the 
army generals, owners of business have to 
rally their teams to focus on the mission, 
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Like the newly weds who cannot spend 
all their lives in honeymoon, corporate 

success is rarely an endless champagne 
party especially for misinformed and 

egoistic expansion drives. 

the very purpose of corporate existence.  
This unity of purpose is the thread that 
binds the team members together. Only 
loyal, committed, innovative, adaptive and 
highly motivated teams can sustainably 
survive and thrive in the ruthless battle for 
customers’ votes-wallets.
  Since the teams and their leaders are 
solely responsible for strategy execution, 
we can authoritatively conclude that a 
company’s fortunes or misfortunes are by 
and large dependent on their performance.  
Like a soccer team that cannot appease 
their fans and owners for their losses by 
blaming bad weather like rains, strong 
winds, scorching sun, referee or unkempt 
play grounds, etc. on the same vein 
employees are wholly responsible for 
corporate results.  It is inexcusable to blame 
externalities like Ebola or Zika outbreaks, 
terrorism, weather, turbulence in the 
financial markets, etc. Such excuses and 
blame games do not cut the ice, not when 
majority of businesses have innovation, 
creativity and flexibility as some of the core 
values.  
 When the going is good and a company 
is able to deliver outstanding end year 
results in terms of bottom line, one cannot 
fail to discern a thinly veiled ‘thumbing’ of 
the chest  in well-crafted  MDs/CEOs’s  
and Chairmen’s report, attributing the 
results to the team’s shrewdness, agility, 
acuity, loyalty and visionary leadership, 
etc.  With hubris, management and 
the board award themselves obscene 
bonuses, remunerations and other perks.  
Shareholders have no qualms endorsing 
such resolutions by the board as they also 
enjoy generous dividends. The ‘partying’ 
continues so long as the company and by 
extension continues to deliver the ‘pork’.  
During such happy times, there is a 
tendency by management and the board to 
throw caution to the wind and embark on 
poorly thought-out and poorly executed 

expansion plans in the hope of prolonging 
the party! Staff numbers and related costs 
skyrocket as recruitment gets into high 
gear.
 Like the newlyweds who cannot spend 
all their lives in honeymoon, corporate 
success is rarely an endless champagne 
party especially for misinformed and 
egoistic expansion drives. To prolong 
the party and the gravy train of bonuses 
and above market remunerations, the 
temptation by management to commit 
the sin of creative accounting becomes 
unbearable. Woe unto such a company if 
the board that is charged with oversight 
roles also decides to play ball. In good 
times, nobody is motivated to ask tough, 
correct and irritating questions. Nobody 
wants to rock the boat. Which director 
would dare do so, if management has 
extended a favor in recruiting your sons, 
daughters, in-laws and political supporters 
besides some lucrative supply contracts?

Staff as sacrificial lambs 
Ultimately, chickens come home to roost, 
the corporate bubble busts! You can cheat 
the market sometimes but you cannot cheat 
the market in the long haul! At the end 
of the day, a company must continuously 
make sales and collect cash to pay bills. 
The lofty sounding and cleverly presented 
strategic plans, charismatic and media 
savvy MDs/CEOs and Chairmen amount 
to nothing when the reality of the ruthless 
market dawns. The celebrated corporate 
wizardly, the award winning CEO of the 
Year, the transformative leader,  the fastest 
growing company award, the best company 
to work with, and many other awards are 
exposed for what they really are, ‘corporate 
witchcraft and conman ship’.
 To rescue the sinking company, 
the same management and the board 
embark on painful but “roiko” coated 
adventure variously called, re-engineering, 

rationalization, transformation, right-
sizing, refocusing, restructuring, etc.  It 
is during this process that the myth that 
employees are the most important assets in 
a company is put to the real test.
 When a company is going through 
tough times, with survival at great risk, 
critical and tough decisions have got to be 
made, e.g.
•	 Which	assets	do	you	get	rid	of	first	to		
 reduce costs or save money?
•	 Which	assets	do	you	get	rid	of	that	are		
 not mission critical?
•	 Which	assets	do	you	get	 rid	of	which	 
 has the lowest Return on Investment  
 (ROI)?
 In most cases, many companies that 
have a deficit in imagination and creativity 
rush for staff redundancies as a solution. 
This is normally achieved through closure 
of branches or subsidiaries, mergers, sell 
off or discontinuation of certain products/
services, etc. It is at this juncture that the 
corporate double speak, the mantra that, 
“staff are the most important assets in the 
company” is exposed for what it is, a pure 
lie!  Surely, if this mantra were truthful, 
why is retrenchment the first cause of 
action for companies in financial distress?  
Why would any reasonable entrepreneur 
move with speed to get rid of the most 
important asset? 
  By definition, the most important asset 
must encompass high value addition, high 
return on investment and being mission 
critical among other attributes.  When 
companies rush to send home employees 
who were in the first instance recruited 
to satisfy a need-make a contribution 
in strategy execution, it casts doubts 
whether staff is the most important 
asset.  Execution of staff redundancies 
as part of corporate restructuring is a 
confirmation that employees are not as 
valuable as vehicles, computers, furniture, 
fittings and other inanimate stores.  In 
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other words, employees are ‘expendable 
items’.  The mantra that employees are the 
most important assets in a company is a 
PR statement that is applicable during 
good times.  The truth comes out during 
the tough times, when employees realize 
belatedly so that they are ‘the Jonah of 
Nineveh to be sacrificed by being thrown 
into the shark-infested world of joblessness’ 
in order to save the company including 
those who committed the original sin of 
recruitment-management and the board!

Staff as rogue corporate 
‘murderers’
The second point that challenges the mantra 
that employees are the most important 
assets in a company relates to many serious 
frauds perpetuated by insiders. World 
over, there are many companies that have 
been consigned to early corporate deaths 
courtesy of fraudulent schemes whose 
masterminds are crooked dishonest 
employees. No company regardless of size 
and age is immune to the risk of staff fraud. 
Although there are very sophisticated tools 
like psychometric tests, the fact that those 
engaged in the recruitment are not mind 
readers means that there is always an 
inherent risk of hiring dishonest staff.  This 
risk is normally mitigated by a company 
culture that rewards integrity and severely 
sanctions breaches, good governance 
practices and functional internal control 
systems.  It’s the board and senior 
management who set the tone on integrity 
standards. When it comes to fraud by 
employees, it is normally said that the first 
line of defense is hiring staff of integrity. 
Like the tiny terminates which have the 
capacity to bring a gigantic tree or building 
down, dishonest employees and directors 
have proved their capacity to bring down 
companies regardless of size and age!

Staff as ‘invisible’& 
unquantifiable assets
Let us interrogate further the mantra 
that staff is the most important asset in a 
company, but this time from an accounting 
point of view in terms of presentation of 
financial statements. The obvious question 
that comes to mind, is why the value of this 
‘most important asset’ is never quantified 
in monetary terms and disclosed in the 
statement of financial position of an entity 
like other asset, for example cash, plant & 
equipment, investments, etc. ? We know 
that with passage of time and through 

practice employees gain experience in 
their work, they become more skilled and 
productive through continuous training 
and development, deployment of superior 
tools and technologies, etc. Why isn’t this 
enhancement of value of the human capital 
recognized in the balance sheet?
 Why are accountants able to do 
complicated valuation of biological assets 
and other recoverable minerals buried in 
the ‘bowels’ of the earth  and then go ahead 
to include such values in the financial 
statements but not so for human capital? 
If truly, employees are the most important 
assets in a business, and applying the 
accounting principle of materiality, then 
failure to quantify and disclose the value of 
the human capital means that the financial 
statements do not give a true and fair view 
of the wholesome entity. Instead, we only 
encounter staff issues in two places: firstly, 
as staff and directors emoluments in the 
statement of comprehensive income. Like 
depreciation of wasting assets, marketing 
and other operating expenses, staff 
maintenance issues are a real cost to any 
business. The second place you are likely 
to encounter staff related issues is in the 
Chairpersons or the MDs/CEOs narrative 
reports. In these reports, staff issues occupy 
an inconspicuous space compared with 
‘chest thumbing’ reports of company’s 
financial performance for the period under 
review and future outlook!  Is this the way 
you treat your most valuable asset in a 
business? Of course not!

Staff vs automation
Every reasonable entrepreneur dreams of 
running thriving sustainable enterprises.  
One of the strategies of curving a 
competitive edge is through innovations, 
adaptation of new technologies and 
continuous improvement of internal 
processes, and crowning it all with a 

corporate culture of delighting customers.  
In such an environment, we are increasingly 
witnessing a wave of technological 
innovations and automation including 
use of robots and drones all geared to 
replacing human beings.  World over, 
there is deepening uptake and affordability 
of internet, mobile telephony, and growth 
of ecommerce. These developments pose 
a serious threat to the ‘most important 
asset in a business’, employees.  We are 
then left wondering, can a rationale and 
caring capitalist replace his/her most 
important asset with inanimate things in 
pursuit of profits?  When confronted by 
this decision choice: technology versus 
human capital, why opt to discard the 
latter if it is the most precious asset?  The 
only reason any reasonable entrepreneur 
would without blinking an eye substitute 
staff for technology is that employees, have 
never been the most important assets but 
rather unavoidable business expense-the 
so called a necessary evil that is replaceable  
at the slightest window of savings!
 As a conclusion, let us reflect on the 
title question, “Are employees the most 
important assets in a company in the 
21st century? My honest response is a 
categorical NO! Given what has been 
going on in the corporate scene, it is fair 
to recast this mantra to read, “The right 
employees are the most important assets 
in a company in the 21st century”. This is 
buttressed by the fact that when one hires 
the right staff (integrity), the right staff 
make the right decisions and the right 
decisions lead to the right results.  All 
companies regardless of size are advised 
to go back to the basics and emphasize 
integrity in the recruitment process.  
They should hire integrity and train and 
development competencies and skills. You 
cannot train people on integrity. 
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FINANCE AND INVESTMENT

INTEREST RATE

CEILING
By Musyoki Muindi, muindimusyoki@gmail.com

R
ate of interest is the amount 
of interest due per period, as 
a percentage of the amount 
lent, deposited or borrowed. 
Interest rates are influenced 

by the currency of the principal sum 
lent or borrowed, the term to maturity 
of the investment, the perceived default 
probability of the borrower, and the supply 
and demand of finance in the market.
 It’s good to appreciate the fact that 
between 1906 and1992 (86 years) interest 
rates in Kenya were capped, profits were 
reasonable and banks prospered. After 
market liberalisation in 1993, however, 
banks started making abnormal profits. 
Attempts to redress the situation through 
The Dondebill (2000) and The banking 
(amendment) Act 2015 received very 
hostile response from the banks. Kenyan 
scholars and citizens argue that banks 
have been practicing oligopolistic interest 
rate pricing where loan pricing does not 
reflect market fundamentals, the banks 
cannot self-regulate themselves, and thus 
the proposal to cushion loan consumers 
against predatory bank loan interest 
through interest ceiling is plausible.
 The debate on interest rate ceiling 
in Kenya is somewhat polarised, with 
consumer protection establishment 
groups and poverty campaigners opposing 
the government technocrats and the kinda 
bankers association. Key concern is on 
consumer protection against the activities 

of lenders, who are seen as exploitative in 
extending high cost credit to vulnerable 
low income borrowers resulting in “debt 
spiral” which is associated with the risk of 
financial breakdown.
 In countries where the debate is 
structured like the USA,UK and Japan, a 
lot of constructive discussions have taken 
place. Japan has progressively reduced 
interest rates over the decades and has 
the strictest interest rates ceilings. The 
Citizens Advice Bureau of the UK, 
The world Bank and the CGAP (The 
consultative group to assist the poor) have 
all rejected introduction of interest rate 
ceilings. They argue that ceilings:
(a) Open doors to illegal lending;
(b) exclude from the credit market those 
who already have little choice and generally 
hurt the poor; (c) reduce the diversity 
of credit products offered in the market 
and adversely affect the extend of credit 
rationing; (d) make the lenders narrow 
their risk pool, so that high risk borrowers 
find it increasingly difficult to obtain 
credit; (e) pushes lenders to withdraw 
from the markets where they do not make 
enough profits; (f )leads to a significant 
fall in use of credit, as evidenced in Japan; 
and (g)makes lenders also set minimum 
lending levels higher than is appropriate 
to the needs of low income and high risk 
borrowers.
 Extensive consumer research in 
countries with and without rate ceilings 

undertaken by the department of  Trade 
and industry to inform the UK 2006 
consumer credit Act was part of the 
evidence base that informed the UK 
government’s conclusion that a rate ceiling 
would create credit exclusion among the 
poor and that it would also open doors 
to illegal lenders. In Japan illegal lending 
arising from credit exclusion saw one 
million arrests in the five years leading 
up to passing of the latest credit market 
legislation-2006. The Japan federation 
of bar association, a highly influential 
association of attorneys, asked for a review 
and abolishment of rate ceilings.
 In order to ameliorate and prevent 
continued increase in interest rates, and 
force down cost of credit to levels seen as 
more socially acceptable, five options are 
recommended as stated herein after. These 
include:
(i) the most powerful mechanism for 
lowering interest rates is competition.
The government should create an 
environment that fosters competition.
(ii) Improve efficiency. Greater efficiency 
and scale will lead to lower rates.
(iii) Introduce measures to stimulate price 
sensitivity among consumers through 
provision of facilities for price comparison.
(iv) Strengthen good business ethics 
besides compulsory data sharing between 
lenders (v) Establish alternatives like 
consumer protection laws and a mandatory 
transparent disclosure of loan costs.
 In conclusion, the mushrooming 
financial innovations in Kenya in form 
of SACCOs and mobile money will in 
the long run cause the cost of credit to 
readjust itself to acceptable levels.  As 
market stability deepens and foreign 
exchange markets become buoyant, 
whether President Kenyatta signed the 
Banking (amendment) Act 2015 into law 
or not, interest rates would naturally come 
down. Banks will not make supernormal 
profits for long.
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A Function of Length of 
Time in Practice

WHAT DETERMINES YOUR 
LEVEL OF EXCELLENCE?

By Joeph N. Nyanchama, nyanchamajoseph@gmail.com

A careful study of great men and 
women reveals that greatness 
was not just a product of 
academic studies or formal 
education, social status or 

superior breeding.  The greatness of each 
was related to the discovery, development, 
refinement of the unique talent or work in 
which each was involved within a certain 
amount of time. The neurologist Daniel 
Levitin said that excellence at performing 
a complex task or any other task requires 
a critical minimum level of practice. In 
fact he said that from emerging picture 
of studies, ten thousand hours of practice 
is required to achieve the level of mastery 
associated with being a world-class expert.

A story is told of a farmer who sold his 
piece of land and spent the rest of his 
life wandering across African countries 
searching unsuccessfully the gleaming 
gem-diamond which fetched high prices 
in the world market. Finally, with great 
despondence after failing to get any 
diamond anywhere he went, threw himself 
into the river and drowned never to be 
found.
 During this time, the man who had 
bought his farm one day found a large 
unusual stone which cut across his 
property. The stone turned out to be a 
diamond of enormous value and then 
discovered similar stones which spread the 
entire farm. This farm was to become one 

of the world’s richest diamond mines. 
 The first farmer had literally owned 
acres of diamond. But he sold that at 
practically nothing, only to start looking 
for them elsewhere. If he had taken time 
to seek knowledge on how diamonds look 
like in a raw state and had thoroughly 
explored the land he owned, he would have 
had the millions he sought right at his own 
property. The obvious fact is that each of us 
at this moment I am writing this article, 
stand in the middle of his or her acres 
of diamond. If we only had the wisdom 
and patience to intelligently seek and 
effectively explore what we now engage, 
we will effectively discover that whatever 
we seek, either financial or otherwise is 

WORK pLACE
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Diamonds do not look like diamond in the raw state 
nor does iron ore look like steel in the raw state. In 
order to begin prospecting your acres of diamond, 
start developing a faculty that we call ‘intelligent 
objectivity’. For example start to understand the 

opportunities in the industry where your job falls. 
Become a student of your industry and you will be 

amazed at the opportunities you will see.

able to be achieved in excellent manner if 
we put in required time.
 We have seen here that time spent in 
certain task is critical for the excellent 
nature of that work. Let us consider Bill 
Gates for example. Brilliant, young math 
whiz discovers computer programming, 
drops out of Harvard School and starts a 
little computer company called Microsoft 
with his friends. Through brilliance 
and ambition builds it into the giant of 
the software world. That is simply the 
broad outline. But if you dig deeper you 
will discover that Gates dropped out of 
Harvard to have more time to try his hand 
at his own software company that he had 
been programming practically non-stop 
for seven consecutive years. How many 
teenagers in the world have the kind of 
experience Gates had at his age? If there 
are fifty, it would stun the world. Bill Gates 
put a lot of hours in his programming 
work.
 It should be noted that before we 
rush out for what we perceive as greener 
pastures, let us know that ours are green 
as well or more greener than what we seek. 
In other words, there is nothing tragic 
for a person who runs from one thing to 
another like the farmer who owned the 

acres of diamond who never stayed with 
one thing long enough to find it. No 
matter what your goal may be the road to it 
can be found in the work you find yourself 
in or with.
 Unfortunately, the average man believes 
that some businesses are better than others. 
Instead of realizing the truth that there are 
no bad businesses, but there are just those 
people who do not know the opportunity 
and seek them long enough. In essence I am 
saying people who become outstanding in 
their work are those who seek opportunity 
for growth and development and who have 
prepared themselves for the opportunity 
that surround them every day.
 Diamonds do not look like diamond 
in the raw state nor does iron ore look 
like steel in the raw state. In order to 
begin prospecting your acres of diamond, 
start developing a faculty that we call 
‘intelligent objectivity’. For example start 
to understand the opportunities in the 
industry where your job falls. Become a 
student of your industry and you will be 
amazed at the opportunities you will see. If 
you cannot see a limit in the growth of the 
industry where you are, does it not make 
sense that there is no limit for your growth. 
Majority of the people look at their jobs 

as far as they can go. The question every 
worker needs to ask is whether they know 
their jobs as much as they know the 
industries where the jobs fall. They should 
do as a doctor or lawyer knows his job 
within the framework of his profession.
 You need to know that the major key 
to your better future is you. Value makes 
the difference in results and it takes time 
to bring value to the market place (reality). 
In other words, we get primarily paid for 
value not for the time. Is it possible then to 
become twice as valuable at market place 
and make as much twice at the same time? 
Absolutely yes! How will it happen? Learn 
to work harder on yourself than you do 
on your job. Jim Rohm said,” If you work 
harder on your job you will make a living 
but if you work harder on yourself you will 
make a fortune.”
 It is frustrating to look for above average 
job without taking time to develop yourself 
to become an above average person. So, 
for things to change for you, you have 
to change. Never wish it was easier, wish 
you were better and wish for more skills. 
Therefore, to attain a level of excellence 
and receive or get paid more, you must put 
more hours in yourself because excellent 
and valuable work attracts more.



Not Just a Pass Time
If you are like most people, you probably 
hope that you will have all the time in the 
world to indulge in your hobbies when 
you retire. 
 No one knows tomorrow; but have 
you ever sat down to list your hobbies and 
known what they really are? Do you make 
time for them? Have you tried to visualize 
how interesting and healthier you would 
be if you pampered yourself more, and 
made time to enjoy your hobbies? What 
do you do with your free time? One 
undeniable fact is that you need to plan 
well to have a peace of mind to be stable 
and to relax. You must plan your business, 
your day, your money and your future.  
Once you gain this stability, you will be 
able to indulge in your hobbies. This in 
turn will boost your health, reduce your 
stress and enable you to live a longer and 
happier life. Do yourself a favor; make 
time for your hobbies and interests. 
You can actually do some gardening, 
play a guitar or piano, dance, and 
write anything that pleases you. 
 A hobby according to Wiki 
is a regular activity that is done 
for enjoyment, typically during 
one’s leisure time. Hobbies can 
include collecting themed items 
and objects, engaging in creative 

and artistic pursuits, playing sports, or 
pursuing other amusements. A list of 
hobbies is lengthy and always changing 
as interests and fashions change. By 
continually participating in a particular 
hobby, one can acquire substantial skill 
and knowledge in that area. Engagement 
in hobbies has increased since the late 
nineteenth century as workers have more 
leisure time and advancing production 
and technology have provided more 
support for leisure activities. As some 
hobbies have become less popular, like 
stamp collecting, others have been created 
following technological advances, like 
video games. 

The origins of hobbies
The origins of the word hobby suggest that 
initially it was the word given to pursuits 
that others thought somewhat childish 
or trivial. However, as early as 1676 Sir 
Matthew Hale, in Contemplations Moral 
and Divine, wrote “Almost every person 
hath some hobby horse or other wherein 
he prides himself.”He was acknowledging 
that a “hobby horse” produces a legitimate 
sense of pride. By the mid 18th century 
there was a flourishing of hobbies as 
working people had more regular hours 
of work and greater leisure time. They 
spent more time to pursue interests that 

By Angela Mutiso, cananews@gmail.com
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brought them satisfaction. However, 
there was concern that these working 
people might not use their leisure time 
in worthwhile pursuits. “The hope of 
weaning people away from bad habits by 
the provision of counter-attractions came 
to the fore in the 1830s, and has rarely 
waned since. Initially the bad habits were 
perceived to be of a sensual and physical 
nature, and the counter attractions, or 
perhaps more accurately alternatives, 
deliberately cultivated rationality and 
the intellect.”The flourishing book and 
magazine trade of the day encouraged 
worthwhile hobbies and pursuits. The 
burgeoning manufacturing trade made 
materials used in hobbies cheap and was 
responsive to the changing interests of 
hobbyists…Wiki

Health benefits of hobbies
In describing the health benefits of 
hobbies, ppp healthcare says research at 
the Mayo Clinic in the USA presented 
in 2009 found that engaging in a hobby 
like reading, quilting, knitting or even 
playing computer games could reduce 
the risk of developing memory problems 
by 40 per cent. At an older age, the same 
activities reduced the risk by between 30 
and 50 percent. Those who watched less 
than seven hours a day of TV were also 
50 percent less likely to develop memory 
loss than those who spent more time 
watching TV. One study published in 
the New England Journal of Medicine 
in 2003 found that ballroom dancing can 
also cut the risks of developing dementia. 
Even going to church has benefits; church 
goers have lower levels of premature 
death and are less likely to be depressed. 
Other studies have found that hobbies can 
reduce blood pressure, alleviate depression 
and reduce stress levels.

More benefits of having 
hobbies
Other benefits, offers ppp healthcare are; 
find new challenges to relax, switch off 
from work because with mobile working 
tools like laptops, and mobiles, we are 
overfilling our social hours with business 
tasks - explains behavioral expert Judi 
James. This in turn overinflates the 
importance of our jobs in our lives; work 
does need to be taken seriously but, once 
it dominates, it becomes harder to see it 
in context, meaning natural challenges 
become major emergencies. You can also 
turn off your worries and anxieties when 

you indulge deeply in a hobby, you could 
choose a more energetic hobby where the 
exercise is an outlet for the kind of pent-
up physical stress you get when you go 
overdrive. It notes that “workplace stress 
often creates huge dents in our self-esteem 
too, so we see ourselves as losers because 
we are struggling with deadlines or tasks. 
A hobby can remind you of your ability 
to achieve and win and therefore re-boot 
your ego.” Judi also suggests getting other 
friends outside your work place. Adding 
that although it is good to have colleagues 
you can discuss your job with, it is hugely 
beneficial to interact with people who will 
see you more for who you are and less for 
what you do for a living. You do not have 
to be good at your hobby; you just have to 
love doing it.  And in looking for people 
to share your time, you can join evening 
classes, be creative and give your brain a 
break, because when we are living we put 
our brains under non-stop pressure. You 
could also revisit an old interest.

Job interviews and hobbies
When you are asked about your hobbies 
in an interview, do not assume that the 
interviewer really just wants to know what 
you are interested in. Apparently what you 
do in your spare time really does explain 
who you are; and unmasks the show you 
may have put on for the interview. So 
weigh your answers very carefully.
 Alison Doyle in a recent feature in 
the balance explained that when you’re 
preparing for an interview for a new job, 
remember that not all the questions posed 
to you during an interview will directly 
relate to the position you’re interviewing 
for. Sometimes, interviewers will want 
to gain an understanding of what you 
are like as a total person, and what you’re 
interested in outside of work. This is 
where questions like, “What do you do in 
your spare time?” or “Tell me about your 
hobbies” come in. Questions like these 
could stem from a number of concerns the 
employer might have, such as your overall 
health and energy level, your mentality, 
or how you might engage and entertain 
clients and coworkers. They could also be 
asked because the hiring manager wants 
to learn as much about you and what 
you’re like as a person as possible. Doing 
things besides working shows that you’re 
a well rounded person, and your hobbies 
and personal interests give an interviewer 
insight into the type of person you are.  Be 
prepared to share examples of what you 

like to do during your spare time with 
hiring managers. But, also be cautious; 
there are some activities that are better 
off kept to yourself.  The balance notes 
that you probably already know there are 
certain subjects you should leave out of 
any interview, so even if your favorite way 
to spend time is gambling, partying, or 
any type of illegal or questionable activity, 
don’t bring it up in the interview. It says 
overall, the best approach to this question 
is to mix in personal hobbies with more 
professional or work-related pursuits. This 
combination will enhance your response. 
In conclusion the author advises that when 
you’re discussing your hobbies; remember 
to speak with enthusiasm - and a smile.
Good hobbies can boost your chances of 
employment.
 In July 2015, a report in the Harvard 
Business Review identified the ways in 
which hiring managers are focused less 
on sparkling CVs and more on whether 
or not a candidate is a cultural fit .This 
means that an after-hours interest in 
cricket or weekends spent volunteering 
at an animal shelter can hold powerful 
clues about whether a candidate’s values 
reflect those of the organization.  A Robert 
Half feature (they help professionals find 
meaningful careers and companies find 
the talent they need to be successful) 
notes that in the past, many employers 
perceived their staff members’ post-work 
passions as distractions that could prevent 
them from getting the job done. But an 
April 2014 study by San Francisco State 
University found that respondents who 
regularly engaged in creative activities 
scored 15 to 30 per cent higher on 
workplace performance rankings than 
those who didn’t embrace a creative hobby. 
The survey also discovered that employees 
who participated in recreational activities - 
including knitting, painting, photography 
and gardening - were likelier to extend 
their support to colleagues than those 
who did not. They say for many recruiters, 
quizzing a prospective hire on their hobbies 
and interests isn’t just an attempt at small 
talk – it offers powerful insight into 
everything from their motivation levels, 
creative thinking skills and discipline to 
their ability to work in a team and deal 
with the pressures of the job. 
 Finally, never forget that you can 
use your hobbies to make money; as you 
continue to indulge in them, you also 
build your proficiency in them. With this 
nurtured expertise, the sky will be the limit. 
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Taking Care of the Elderly
As 67 year old Theresa clutched the 
envelope that contained the alarming 
news tightly in her hand, she tried to 
visualize how her life would change; now 
that her doctor had conveyed the message 
she dreaded most.  Upon being informed 
that she had contracted cancer, at a time  

when options for treatment were few and 
prohibitively expensive, Theresa, without 
delay enrolled a counselor’s services and 
set to find out how she could change her 
lifestyle to accept and manage her newly 
diagnosed condition. 
 Even though Theresa eventually lost 
her battle with cancer, this affirmative 

approach helped her cope with an 
otherwise difficult situation, which had 
made many before her quickly give up and 
prepare for death instead. Her fine attitude 
also lessened the burden cancer inexorably 
places on people who are infected or 
affected. But it also posed a big question to 
society; how do we treat the elderly when 
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they are sick, and more precisely, when 
they develop cancer?

Cancer in the aged
Did you know that the probability of 
developing cancer increases a great deal 
with advancing age?  Actually, more than 
50 percent of new cases of cancer and 67 
percent of all cancer deaths have been 
known to occur in people over 65 years.
 The huge, cumulative lifetime risk of 
cancer and the impact of cancer in the 
rapidly growing older population suggest 
an impending major health care setback. 
In the year 2000, it was reported that the 
last 20 years the incidences of lung, breast 
and prostate cancer; malignant melanoma; 
and non-Hodgkin’s Lymphoma had 
increased. Until age 50, the incidence of 
cancer is higher in women, but after age 
60, it increases a lot among men. 
Whether the increased incidence of cancer 
in the elderly result primarily from the 

biological changes of aging or from 
prolonged exposure to carcinogens, 
is not known. Observations support 
both assumptions.  Decreased immune 
function may place older persons at risk 
of viral infections that lead to cancer, 

such as Kaposi’s sarcoma and lymphoma. 
Prolonged exposure is also likely to play a 
role. Some cancers like gastric, lung, skin 
and colon are apparently related to exposure 
to carcinogens. These cancers hardly occur 
in younger adults, and when they do, 
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Studies suggest that the older patients 
are normally neglected and therefore not 
much attention is paid to their ailments. 

Most times they report that they are 
not feeling well, this un-wellness is 

erroneously associated with old age and 
therefore not given much attention.
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exposure has usually been extraordinary 
or a genetic defect has impaired the ability 
to detoxify the carcinogen.  Additionally, 
even among the elderly, they have been 
associated with the time degree of exposure 
to toxic substances. 

Bad attitudes towards older 
patients
Studies suggest that the older patients 
are normally neglected and therefore not 
much attention is paid to their ailments. 
Most times they report that they are not 
feeling well, this un-wellness is erroneously 
associated with old age and therefore not 
given much attention. So the elderly end 
up suffering from decreased quality of life, 
low life expectancy and general neglect. 
Thus, the elderly receive less screening for 
cancer, less aggressive therapy, and often 
no treatment at all.
 This happens a lot, yet when the elderly  
person dies, his/her death causes a lot of 
grief to his/her family who despite not 
giving them the care they deserve expect 
them to live ‘forever’  and are paradoxically, 
shocked at their demise. In the elderly, 
mammography, breast self-examination 
and thorough clinical breast examination 
are hardly recommended. Even prostate 
and stool testing are hardly performed 
yearly in most elderly people. In certain 
cases, elderly patients attribute the 
symptoms of cancer to the aging process, 
delaying medical attention even further. 
When they eventually seek treatment 
doctors tend to pursue a diagnosis less 
aggressively than they would a younger 
person. This has led to higher mortality 
rates among the elderly.
 Older people should be examined and 
diagnosed properly. They should feel love 
and care from their families.  It should 
be remembered that there is age related 
reductions in organ functions including 
losses in renal, pulmonary, and immune 
function and the patient’s ability to 
tolerate procedures and treatment must be 
factored. But one must be sensitive to their 
needs and perceptions because they do not 
understand the changes taking place in 
the medical field.  Proper and appropriate 
counseling creates an atmosphere of 
friendship and understanding between 
the patients their doctors, families, friends 
and associates. Old people in some cases 
spend more time with their age mates 
than with family members because of 
their unavailability. Associates with long 

standing relationships can be brought in 
when doctors feel some explanations are 
necessary. Their presence in such sessions 
may give the elderly patient a sense of 
security and remove doubts that tend to 
make them imagine someone wants to get 
rid of them. Many elderly people believe 
cancer is hopeless and would suggest 
staying in their comfort zones rather than 
going through various and sometimes 
traumatizing cancer sessions they ‘must’ 
get to survive. 

So how do you ensure you are 
comfortable in your old age?
It is a fact that many people would rather 
not depend on others for their comfort and 
survival.  In their book; Getting started in 
retirement planning, Ronald M. Yolles, 
JD, CFA and Murray Yolles, JD, MBA, 
advise that; The key thing for many people 
in their forties and fifties is that they have 
created a financial engine to work for 
them- an investment portfolio that can 
generate $5,000, $20,000, or more per year. 

This may open up job opportunities that 
may be less stressful and more enjoyable 
that they couldn’t consider before. They 
say you may need a financial planning 
team and that you should avoid Jack-
of all-trades planners. Your investment 
adviser should be a seasoned investment 
professional who has at least 10 years 
of experience and either the Chartered 
Financial analyst (CFA) designation or an 
MBA from a leading university.  They note 
that one of the most difficult situations 
faced by seasoned investment professionals 
is helping a client who has procrastinated 
and fails to seek their counsel early on.   
This happened again recently when a friend 
they call Lorna visited their office shortly 
after her husband Albert succumbed to 
lung cancer at age 72.
 Although Albert worked right up until 
the year before his death, he and Lorna 
neglected their retirement planning. Now 
Lorna, age 65, will have to pay the price 
–namely a lower standard of living and 
the necessity to return to work. They made 
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Microsoft vows to ‘solve’ 
cancer within a decade 
| London Evening 
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Some interesting 
statistics 

10,000
Number of lives which 
could be saved with earlier 
diagnosis

352,197
Number of people diagnosed 
with cancer each year (2013)

161,823
Annual deaths from cancer 
(2012)

50%
Chance of living at least 10 
years after cancer diagnosis 
(as of 2010-11)

41%
Percentage of cancer cases 
which are preventable 
Source:  Cancer Research UK 

Health Tips
• High-fat cuts of meat can  
 have two to three times  
 the fat content of the lean  
 cuts
• When dieting, It is not how  
 much you eat that matters  
 it is what you eat
• When taking yogurt, you  
 can choose to buy plain  
 yogurt and add fresh or  
 water-packed fruit
• Teach Sunday School; it  
 can be fun too
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several mistakes, among them; failing 
to evaluate and obtain long-term care 
insurance, an omission that cost Lorna 
$40,000 in caregiver costs. You will realize 
as you grow older that you should never 
leave your health care to someone else; 
you should ask questions and get answers. 
No one really feels it like you do and 
early preparation may stand you in good 
stead when many people including close 
relatives begin to find you irrelevant. This 
happens at a time when you are perceived 
to have limited life expectancy, decreased 
social worth and in extreme cases regarded 
as a bother.
 It is not all gloom and doom however. 
Had Theresa been alive today, she would 
have been enlivened by the volume 
of information available on cancer. 
The positive attitude she maintained 
throughout her sickness is an example we 
can all emulate. Before she died, she had 
become a beacon of hope to many who had 
been plagued by this disease. This was a 
while back and a lot has happened since, to 

help lessen cancer pain and assist patients 
to live with dignity and with hope and to 
get the best treatment there is; which is 
much more and better than before…for 
those who can afford it.

Microsoft joins fight against 
cancer
As we ponder over cancer treatment 
options, some good news just came in (in 
September 2016) …the good news is that 
Microsoft… Yes Microsoft has joined in the 
efforts to treat cancer. It is now combining 
computing and biology to hopefully, get 
a cure in ten years if all goes as planned. 
A report by The Telegraph says Microsoft 
recently vowed to “solve the problem of 
cancer” within a decade by using ground-
breaking computer science to crack the 
code of diseased cells so they can be 
reprogrammed back to a healthy state. The 
Telegraph writes that in a dramatic change 
of direction for the technology giant, the 
company has assembled a “small army” of 
the world’s best biologists, programmers 
and engineers who are tackling cancer as 
if it were a bug in a computer system. In 
a report dated 20th September 2016, the 
telegraph says that this summer Microsoft 
opened its first wet laboratory where it 
will test out the findings of its computer 
scientists who are creating huge maps of 
the internal workings of cell networks.
In an interesting feature that will boost 
hopes of dealing with cancer, it further 
states that the researchers are even 
working on a computer made from DNA 
which could live inside cells and look for 
faults in bodily networks, like cancer. If it 
spotted cancerous chances it would reboot 
the system and clear out the diseased 
cells. Chris Bishop, laboratory director 
at Microsoft Research, said: “I think it’s 
a very natural thing for Microsoft to be 
looking at because we have tremendous 
expertise in computer science and what 
is going on in cancer is a computational 
problem.”It’s not just an analogy; it’s a 
deep mathematical insight. Biology and 
computing are disciplines which seem like 
chalk and cheese but which have very deep 
connections on the most fundamental 
level.”  The telegraph explains further 
that the biological computation group 
at Microsoft is developing molecular 
computers built from DNA which act like 
a doctor to spot cancer cells and destroy 
them.
 Andrew Philips, head of the group, 

said: “It’s long term, but… I think it will be 
technically possible in five to 10 years time 
to put in a smart molecular system that can 
detect disease.” So that is the good news 
from Microsoft.
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SOCIETY

By Joseph Nyanchama, nyanchamajoseph@gmail.com

HOW GROUP-THINK 
STIFLES CREATIVITY

A 
story is told how the elevator at the 
El Cortez hotel in San Diego could 
not handle the traffic and experts, 
engineers and architects were 
called in to explore possibilities 

with a view of coming up with the solution. 
After critical analysis, the expert engineers 
concluded that they could put another elevator 
in the basement. The plans were drawn up. As 
the architect and the engineers were discussing 
it, the cleaner who was cleaning the room 
where they were heard them agonizing over the 
plan and said, “Do you know what I would do 
if I were you?” The architect asked, “What?” “I 
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would build the elevator on the outside”, 
he replied. The architect and the engineer 
just looked at each other. They built the 
elevator on the outside and this became the 
first time in the history of architecture that 
an elevator was built outside a building.
 How many times as a CEO or board 
or management have you ignored your 
internal staff in seeking opinions from 
them? Instead you seek solutions from 
outside people whom you think are experts 
and end up paying millions of shillings 
with little to show. Had El Cortez Hotel 
management sought opinions from its own 
staff, it should have noted that the solution 
it was seeking was at its own backyard.
You can see that from the case of El 
Cortez Hotel, even though top engineers 
gathered as a group to look for a solution, 
they never managed, not because they were 
not intelligent, but because they suffered 
from the challenge of ‘group-think’. 
According to Charles 
Handy, group-think 
occurs when too 
high a price is placed 
on the harmony 
and morale of the 
group, so that group 
consensus overrides 
the conscience 
of each member. 
C o n c u r r e n c e -
seeking drives out 
the realistic appraisal 
of alternatives. No 
bickering or conflict is 
allowed and thus even 
the cleverest, highest-
minded and well intentioned of people can 
get into blind spot. Remember that   it is 
not possible to see the picture if you are in 
the frame.
 I hope you remember how President 
John F. Kennedy and a group of close 
advisors had blundered into the Bay of 
Pigs invasion. “How could we have been so 
stupid?” asked President John F. Kennedy. 
In my own view, stupidity was certainly not 
the explanation. The group who made the 
decision was one of the greatest collections 
of intellectual talent in the history of the 
American government. One may ask, 
why then the blunder when the president 
had the greatest intelligent thinkers as 
close advisors? The answer may lie from 
the experiment done on bees and flies by 
Gordon Sin.
 Gordon Sin placed in a bottle half a 
dozen bees and the same number of flies 

and lay the bottle down horizontally, with 
its base to the window. He found out 
that the bees persisted till they died of 
exhaustion or hunger in their endeavor to 
discover an issue through the glass. But 
the flies, in less than two minutes, sailed 
forth through the neck on the opposite 
side of the glass. He noted that it is the 
bees’ very intelligence as a group that was 
their undoing.  They evidently imagined 
that the issue from every prison must be 
there where the light shines clearest and 
they acted in accordance and persisted 
in too logical action. Whereas the flies, 
careless of logic, disregarding the call of 
the light, individually  fluttered wildly 
hither and thither and found their exit out 
and survived.
 Political organizations or business 
organizations need to watch out otherwise 
they will become victims of ‘group-think’.  
They may get into the habit of stereotyping 

their enemies or other people and are likely 
not to notice discordant evidence. Usually 
they may be quick to find rationalizations 
to explain away evidence that does not 
fit their policies. Have you not heard 
leaders from different regions of the 
country declaring publicly their stand on 
a matter and divergent views are carefully 
screened out in people’s minds? They label 
the person of different opinion anti-the 
group or region and you hear them say, 
“We know who the owner of the dog is”. 
They refer the person with different ideas 
as the dog. Further, you will hear them 
say, “Our leader needs all the support we 
can give him”. The doctrine of collectively 
responsibility is invoked to stifle dissent 
outside the group.
 The consequence of this to the group 
members is that they feel self-censored and 
they are careful not to discuss their feelings 

or their doubts outside the group in order 
not to disturb the group cosines. In that 
case, they become victims of ‘group-think’ 
and set themselves up as bodyguards to the 
decision and always believe that unanimity 
is important if the organization has to 
progress. This type of group becomes 
overoptimistic and can take extraordinary 
risks without realizing the dangers mainly 
because there is no discordant warning 
voice. Such a group develops a tendency 
to be blind to the moral or ethical 
implications of a policy. “How could so 
many good men be wicked?” This is the 
feeling you may hear being expressed 
by the public. This is because the group 
ignored well-intentioned people whom 
they labeled ant-iestablishment at the time 
they were warning on the danger of the 
policy.
 The result of group think therefore is 
that the group looks at too few alternatives, 

is insensitive to the risks 
in its favorite strategy, 
finds it hard to rethink 
a strategy that is failing 
and becomes very 
selective in the sort of 
facts it sees and asks 
for. Group-think is 
unfortunately most rife 
at the top and center 
of organizations where 
the need for ‘keeping 
things close’ seems more 
important.
 The solution to 
enable organizations 
not to become victims 

of group-think is for them to actively 
encourage self-criticism, the search for 
more alternatives, the introduction of 
outside ideas and evaluation wherever 
possible and a positive response to 
conflicting evidence. One way for example 
of avoiding group-think in the boardroom 
is the growing use of non-executive 
director or independent directors, for small 
groups like board of directors can get too 
cohesive to be effective.
 President J.F.Kennedy learnt his lesson. 
The missile crisis was handled differently 
with a more diffuse group, more outside 
ideas, more sensitivity to conflicting 
data. If Kennedy did this, even you, you 
can. Remember if thinking is the same 
across organizations or country, there is 
no thinking. In other words, if you and 
your boss reason the same, one of you is 
redundant.

The result of group think therefore 
is that the group looks at too few 

alternatives, is insensitive to the risks 
in its favorite strategy, finds it hard to 
rethink a strategy that is failing and 

becomes very selective in the sort of 
facts it sees and asks for.



 48 NOVEMBER - DECEMBER  2016

A
chieving work life balance 
in today’s fast paced world 
is difficult. Employers’ 
expectations continue to rise 
and individuals pressurize 

themselves to achieve more. This creates 
a conflict between work and personal 
life. It is clear that the woman today has 
surpassed previous gender boundaries by 
working in all professions and proving her 
capabilities. In every sense she is making 
her presence felt and majorly contributing 
to the success of the organizations they 
work in. It should however be noted 
that this woman has one more face to 
manage….her home and personal life. 
With increasing demands at the work 
place and the pressure to develop careers as 
robust as the men, her home and personal 
life end up suffering. The lines between 
work life and personal life have become 
blurred nowadays thanks to technological 
advancement and introduction of notepads 
and advanced mobile phones. Despite this, 
achieving work life balance for the modern 
woman is vital if she is to have a quality 
life. 

 So what is this work life balance? 
Work life balance is the healthy blend of 
an employee’s professional and personal 
responsibilities. It’s about making the two 
work together over the long term. Personal 
life and work life for women are like two 
sides of a coin, giving more attention, time 
and energy to one at the expense of the 
other results to serious consequences. It 
is true that the modern woman is doing a 
commendable job at juggling between her 
different roles and responsibilities both at 
work and at home, but she could be more 
productive, efficient and effective if she 
would manage to strike a balance between 
her work and personal life.
 Traditionally the role of the woman was 
confined to being a care giver and a home 
keeper. Provision and career progression 
was left for the men. Over time, this has 
changed and now she is expected to be a 
professional, advance her career and bring 
something on the table. The knowledge 
economy, change in marital patterns and 
smaller families among other factors have 
provided greater access and occupational 
opportunities for her and she has embraced 

this with both arms. However, she is still 
expected to run the house, cook, do house 
work and take care of the family. Her roles 
at home have not changed much. At the 
work place, she is exposed to the same 
working environment, demands, work 
pressures and standards and this definitely 
threatens her work life balance. At this 
stage, she finds herself in a dilemma on 
how to give the much needed attention 
to both family and career without any of 
them suffering. 
 But you may wonder why work life 
balance is so important for the modern 
woman? How does he benefit from having 
a balanced work and personal life? Well, 
here are some reasons why she needs to 
strike the balance.
1) Reduced Health problems; a poor 
work life balance is likely to result in stress 
which may lead to depression and other 
life style diseases. You need to take care of 
your mental health just as much as your 
physical health. Taking time to relax and 
exercise will zero down chances of being 
stressed and increase your efficiency as a 
woman at work and also away from work.

WORK pLACE

By Caroline Ngura, carol@gmail.com

WORK-LIFE BALANCE 
FOR THE MODERN 
CAREER WOMAN
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2) You are present fully when needed; If 
you learn the art of balancing your work 
and personal life, you learn how to pay 
attention where due and at the needed 
time. This definitely makes you more 
effective and efficient at what you do. If 
you leave work at your work place, you pay 
more attention to your children and spouse 
and can give them the attention they need. 
3) Less vulnerability to burnouts; having 
a healthy work life balance allows you to 
separate work and personal life and prevent 
work stresses from affecting your life away 
from work and vice versa. It prevents you 
from feeling overly overwhelmed and 
unable to meet constant demands.
 How do you lead a quality productive 
life both at work, home and personal life? 
Here are some things you can do to ease up 
the work life conflict and make life more 
interesting and productive.

1) Define and understand 
what work-life balance 
means for you.
This will include taking an over whole 
look at your current and future priorities, 
Realize that having a career is not 
necessarily having a life and prioritizing 
tasks and events both at work and at 
home. If you are married, discuss with your 
partner if you would want to have children 
and agree on whether one of you will focus 
your time on the family as the other works 
and provides or if you will share both 
responsibilities. If not yet married, then 
you will need to decide if you want to have 
a family or exclusively build on your career. 
This will help you know how to balance 
and what you consider important at what 
time. It will also save you from spending 
so much time on things that don’t really 
matter. 

2) Set boundaries and respect 
them
Creating realistic boundaries between 
work and non-work items
If you set aside the weekends as family 
time, respect that and put work aside. Even 
if your work is demanding, remember your 
family is just as important if not more 
important. Put away your laptop, phone 
or anything that will distract you. If you 
respect your boundaries, eventually your 
colleagues and employer will respect them 
too. 

3) Learn to say NO
For most people saying No to an additional 

responsibility is hard, but it’s better than to 
take it up and not deliver. Be it at work, 
church, estate or where your children 
school, it is very o.k to say No if you feel 
overwhelmed. Remember you are human 
and you can’t devote 100% to everything 
you do. Stop feeling guilty if you miss a 
friends birthday party!

4) Get a mentor
A mentor will tell you what worked 
and what didn’t for them helping you in 
deciding what path to take especially for 
your career. They will hold your hand and 
enlighten you on issues to do with your 
profession and sometimes even nature you 
in your family and personal life. 

5) Take some time off, learn to 
breathe
Whether you will go for a vacation or just 
take a day or a few hours to have your 

alone time, you need to recharge. This will 
help you put things into perspective and 
will also help you think with more clearly. 
Time out will improve your emotional 
intelligence and you will be able to look 
at issues more analytically and rationally. 
“Women in particular need to keep an 
eye on their physical and mental health, 
because if we’re scurrying to and from 
appointments and errands, we don’t have 
a lot of time to take care of ourselves. We 
need to do a better job of putting ourselves 
higher on our own ‘to do’ list.” - First Lady 

6) Create and stick to a daily 
routine
Creating and implementing a clear daily 
routine will help you keep track of your 
time and achieve the much needed balance.  
Developing strong habits like exercising 
every morning before work, getting at 
least 6 hours of sleep daily, not checking 
your emails past 7pm, eating right and not 
skipping meals will make you healthier, 
happier and more productive.

7) Get feedback from family 
and friends
Ask your family and friends if they feel 
you dedicate more time and energy to 
work than to your personal life and family. 
This will help you evaluate and correct 
yourself accordingly to strike that blend.
Priorities change from time to time 
depending on what stage of life you are in. 
As a woman in your twenties and thirties, 
the commitment to advance your career 
and build a family is very strong. On 
the other hand if you are in your fifties 
and sixties, your focus may be on more 
personally meaningful and purposeful 
activities, which may not have been present 
earlier in life. However, whatever you do to 
establish your work/life balance, it is vital 
to create it and keep to it.
 Like Brian Dyson, former Vice 
Chairman and COO of Coca-Cola said, 
“Imagine life as a game in which you are 
juggling some five balls in the air. You 
name them — work, family, health, friends 
and spirit and you’re keeping all of these in 
the air. You will soon understand that work 
is a rubber ball. If you drop it, it will bounce 
back. But the other four balls — family, 
health, friends, and spirit — are made of 
glass. If you drop one of these, they will 
be irrevocably scuffed, marked, nicked, 
damaged, or even shattered. They will 
never be the same. You must understand 
that and strive for balance in your life.” 

WORK pLACE

We need to do a 
better job of putting 
ourselves higher on 
our own ‘to do’ list.” 
- First Lady Michelle 

Obama
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I
f you have ever kept birds, you 
already know how very friendly 
and affectionate they can be.  They 
get to know you and can tell when 
you are happy or sad and are quite 

demonstrative; they know how to interact 
and sing well. Not just that, if you play 
music for some, you will come to know 
which songs they love and can therefore be 
quite entertaining when you play them... 

Budgerigars for example, are very good at 
this. Most birds as you may know are also 
good for our environment. So we have 
many reasons to ensure their survival on 
our planet.
 Well, if you happen to be a birder or 
a biologist, then “of course, birds have an 
intrinsic value, and we have an ethical 
obligation to conserve them,” says university 
of Utah ornithologist cagan sekercioglu as 

quoted in an Audubon feature. (Audubon 
works to save birds through conservation 
and advocacy) it says- fortunately, there’s 
plenty of proof; birds keep farmers in 
business. They protect our drinking water 
by preventing erosion. They slow the spread 
of disease. They keep the furniture industry 
supplied with timber. They provide critical 
environmental data… the list continues ad 
infinitum. the collective term for the many 

“Some birds are not meant to be caged, that’s all. 
Their feathers are too bright, their songs too sweet 

and wild. So you let them go, or when you open 
the cage to feed them they somehow fly out past 

you. And the part of you that knows it was wrong 
to imprison them in the first place rejoices, but 

still, the place where you live is that much more 
drab and empty for their departure.” 

Stephen King, Rita Hayworth and Shawshank 
Redemption: A Story from Different Seasons

WHY 
WE NEED

Birds
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ways birds (and other animals, plants, and 
landscapes) support and improve human 
life is “ecosystem services.” understanding 
these services, and quantifying their dollar 
value, has been a growing priority for 
scientists worried about the unprecedented 
loss of biodiversity we’re now seeing—by 
one popular estimate, some 27,000 plant 
and animal species each year, many of 
them driven extinct by human activity. 
What is the origin of birds?
The origin of birds refers to the initial 
stages in the evolution of birds. The 
scientific consensus is that birds are a 
group of theropod dinosaurs that evolved 
during the Mesozoic Era. 
A close relationship between birds and 
dinosaurs was first proposed in the 
nineteenth century after the discovery 
of the primitive bird Archaepteryxin 
Germany. Birds share many unique 
skeletal features with dinosaurs. Moreover, 
fossils of more than twenty species 
of dinosaur have been collected with 
preserved feathers. There are even very 
small dinosaurs, such as  Microraptor 
and Anchiornis, which have long,  vaned, 
arm and leg feathers forming wings. The 
Jurassic basal avialan Pedopenna also 
shows these long foot feathers. Witmer 
in 2009 concluded that this evidence 
is sufficient to demonstrate that avian 
evolution went through a four-winged 
stage. 
 Fossil evidence also demonstrates that 
birds and dinosaurs shared features such 
as hollow, pneumatized  bones, gastroliths   
in the digestive system, nest-building and 
brooding behaviors. The ground-breaking 
discovery of fossilized  Tyrannosaurus soft 
tissue allowed a molecular comparison of 

cellular   anatomy and protein sequencing 
of collagen tissue, both of which 
demonstrated that T. rex and birds are 
more closely related to each other than 
either is to Alligator. A second molecular 
study robustly supported the relationship 
of birds to dinosaurs, though it did not 
place birds within Theropoda, as expected. 
This study utilized eight additional 
collagen sequences extracted from a femur 
of  Brachylophosaurus  Canadensis, a 
hadrosaur.   A study comparing embryonic, 
juvenile and adult  archosaur   skulls 
concluded that bird skulls are derived from 
those of theropod dinosaurs by progenesis, 
a type of paedomorphic heterochrony,  
which resulted in retention of juvenile 
characteristics of their ancestors. 
 The origin of birds has historically 
been a contentious topic within 
evolutionary biology. However, only a 
few scientists still debate the dinosaurian 
origin of birds, suggesting descent from 
other types of archosaurian reptiles. 
Among the consensus that supports 
dinosaurian ancestry, the exact sequence 
of evolutionary events that gave rise to the 
early birds within maniraptoran theropods 
is hotly disputed. The origin of bird flight 
is a separate but related question for which 
there are also several proposed answers 
(wiki)

Bird watching
Bird watching is a pass time that many 
people in developed countries have 
indulged in for years; today more and more 
people in Africa have taken it up I know 
people who will always ensure there is 
food  in their backyards for birds. But what 
exactly excites people about this favorite 

pass time?  For me, it is their beautiful 
singing, their blend of colours, and their 
flight, feeding their young and flocking 
together, how about you? Following are a 
few reasons about.com gives to explain the 
pleasures of bird watching….

Seeing birds by feeding
The most obvious benefit of feeding birds 
is simply the enjoyment their company 
can bring us. While birds will naturally 
visit any backyard, adding feeders and 
different food stations will attract more 
species, from hummingbirds and tanagers 
to sparrows, chickadees, woodpeckers and 
other unique species, and many backyard 
birders keep “yard lists” to track the 
different species they see right at their 
doorsteps. The colors, songs and behaviors 
that birds bring with them can all be 
enjoyed by dedicated backyard birders, 
but there is much more to appreciate by 
feeding birds.

More Benefits of Feeding 
Birds
Depending on the number of feeders 
you have, the types of foods you offer 
and the birds that take advantage of your 
generosity, there are many benefits of bird 
feeding you can enjoy.

Education: Feeding birds can be a 
fascinating educational activity for all ages. 
By changing feeder styles and food types  
you can learn more about the birds that 
visit, and just observing the birds will help 
you learn about behaviors, identifications, 
personalities and other aspects of your   
local avifauna and how birds change 
season by season.
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ENVIRONMENT

Insect Control: Birds eat much more 
than seed, suet and nectar, and feeding 
birds in your backyard also invites them 
to feast on the insects, worms, snails and 
spiders in your landscape. This can provide 
ideal organic pest control with little need 
for toxic insecticides or other harmful 
chemicals.

Flower Pollination: Not only do birds 
eat insects that can help keep your 
landscape healthier, but they assist with 
flower pollination. This can result in more 
luxuriant, full flowerbeds and beautiful 
bird-friendly landscaping with less overall 
effort for gardening.

Weed Control: Many small birds such 
as sparrows and finches eat tremendous 
amounts of seeds, especially from seed 
bearing flowers or weeds that might be 
undesirable in your landscape. Feeding 
these birds will also attract them to the 
natural food sources in your landscape, 
including weeds.

Photography: Photographers with an 
interest in nature subjects can enjoy a 
proliferation of poses right outside their 
windows when they feed the birds. Painters 
and other artists can also similarly benefit 
from feeding birds.

Interacting With Nature: - For many 
urban birders, the birds they see at their 
feeders may be the only wild animals they 
have the chance to interact with. This can 
be an ideal activity for senior citizens, 
individuals with limited mobility or young 
children to get their first exposure to 
nature.

Outdoor Pets: As you become more 
familiar with your backyard birds, it is 
possible to begin recognizing individual 
birds by their unique markings or 
personalities. These “outdoor pets” can be 
very enjoyable, without the extra costs of 
extensive veterinary care, housing and 
training that more traditional.

Photography: Photographers with an 
interest in nature subjects can enjoy a 
proliferation of poses right outside their 
windows when they feed the birds. Painters 
and other artists can also similarly benefit 
from feeding birds.

Interacting With Nature:  For many urban 
birders, the birds they see at their feeders, 
may be the only wild animals they have the 
chance to interact with; this can be an ideal 
activity for senior citizens, individuals with 
limited mobility or young children to get 
their first exposure to nature.

Outdoor Pets: As you become more 
familiar with your backyard birds, it is 
possible to begin recognizing individual 
birds by their unique markings or 
personalities. These “outdoor pets” can be 
very enjoyable, without the extra costs of 
extensive veterinary care, housing and 
training that more traditional.

Bird quotes
“We ate the birds. We ate them. We 
wanted their songs to flow up through our 
throats and burst out of our mouths, and 
so we ate them. We wanted their feathers 
to bud from our flesh. We wanted their 
wings; we wanted to fly as they did, soar 
freely among the treetops and the clouds, 

and so we ate them. We speared them, 
we clubbed them, we tangled their feet in 
glue, we netted them, we spitted them, we 
threw them onto hot coals, and all for love, 
because we loved them. We wanted to be 
one with them. We wanted to hatch out 
of clean, smooth, beautiful eggs, as they 
did, back when we were young and agile 
and innocent of cause and effect, we did 
not want the mess of being born, and so 
we crammed the birds into our gullets, 
feathers and all, but it was no use, we 
couldn’t sing, not effortlessly as they do, 
we can’t fly, not without smoke and metal, 
and as for the eggs we don’t stand a chance. 
We’re mired in gravity, we’re earthbound. 
We’re ankle-deep in blood, and all because 
we ate the birds, we ate them a long time 
ago, when we still had the power to say no.” 
Margaret Atwood

“In order to see birds it is necessary to 
become a part of the silence.” 
Robert Lynd 

The Bible tells us that God will meet all 
our needs. He feeds the birds of the air and 
clothes the grass with the splendor of lilies. 
How much more, then, will He care for 
us, who are made in His image? Our only 
concern is to obey the heavenly Father and 
leave the consequences to Him. 
Charles Stanley

In almost everything that touches our 
everyday life on earth, God is pleased 
when we’re pleased. He wills that we be as 
free as birds to soar and sing our maker’s 
praise without anxiety. 
Aiden Wilson Tozer 
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“Despite the fact that the constitution 
protects individuals against all forms 
of discrimination, including on the 
basis of sexual orientation, it also 
only recognizes marriages as a 
union of two consenting adults. Male 
and female”

Attorney General Githu Muigai; 
opposing a case asking the court to 
declare sections of law criminalizing 
gay and lesbian relationships 
unconstitutional
“He was very well and healthy. He 
had supper with some members of 
the family and at around 10 pm, 
he went upstairs to his bedroom to 
sleep. Somehow, he complained of 
feeling suddenly tired. He slept and 
died. He just slept.”

Lydia Masikonte daughter of former 
cabinet minister William Ole 
Ntimama; explaining the state of 
the veteran politician before he died 
recently 

“But to most Kenyans, he was first 
a Maasai leader and a champion 
of their dignity, culture and pride. 
Therein lies his legacy; Ntimama 
saw, read and interpreted the politics 
of the land through the prism of the 
rights of the Maasai.”
Columnist Kwendo Opanga ; 
remembering the late William Ole 
Ntimama
 
“I called several people who 
confirmed to me that he was no 
more. I am pained.”
Worker of the late Tom 
Cholmondeley who died in 
August 2016 following what was 
reported as a hip operation; Tom 
Cholmondeley held the title of sixth 
Baron Delemere and was managing 
a vast farm in Naivasha. 

“I am encouraged to learn this 
institute is already playing a 
critical role in reducing conflicts in 
communities by involving women 
in green energy technology, and in 
environmental conservation.”
President Uhuru Kenyatta: said this 
when he laid the foundation stone 
for an ultra modern centre at the 
University of Nairobi to house the 
Wangari Maathai Institute for Peace 
and Environmental Studies.

“Virtually every African country 
has an industrialization policy and 
talks glowingly about it while doing 
nothing even where the opportunity 
knocks on the doors.”
Bitange Ndemo; associate professor 
at the University of Nairobi’s School 
of Business

“When somebody challenges you, 
fight back. Be brutal, be tough.”
Republican U.S Presidential hopeful- 
Donald Trump
“You know the funny thing; I don’t 
get along with rich people. I get 
along with the middle class and the 
poor people better than I get along 
with the rich people.”
 Donald Trump

“Experience taught me a few things. 
One is to listen to your gut, no 
matter how good something sounds 
on paper. The second is that you’re 
generally better off sticking with 
what you know. And the third is that 
sometimes your best investments are 
the ones you don’t make.”

Donald Trump
“Education is inoculation against 
disruption; as you learn and study 
more, you’ll know more about 
your craft and understand how the 
masters lift their games. And once 
you do that, you’ll be able to deliver 
more value to your marketplace. And 
those who deliver the best value get 
paid the most, enjoy the greatest 
fulfillment and create lives they 
adore. “

Robin Sharma
Youth is wasted on the young
George Bernard Shaw
Nothing is a waste of time if you use 
the experience wisely

Auguste Rodin
Good teachers know how to bring 
out the best in students

Charles Kuralt
It does no harm just once in a while 
to acknowledge that the whole 
country isn’t in flames, that there 
are people in the country besides 
politicians, entertainers, and 
criminals. 

Charles Kuralt
I could tell you which writer’s rhythms 
I am imitating. It’s not exactly 
plagiarism, it’s falling in love with 
good language and trying to imitate 
it.

Charles Kuralt
To an adolescent, there is nothing in 
the world more embarrassing than a 
parent. 

Dave Barry
Scientists now believe that the 
primary biological function of breasts 
is to make males stupid.

Dave Barry
Insanity is doing the same thing 
over and over again and expecting 
different results. 

Albert Einstein
We cannot solve our problems with 
the same thinking we used when we 
created them.

Albert Einstein
The true sign of intelligence is not 
knowledge but imagination. 

Albert Einstein
Everyone should be respected as an 
individual, but no one idolized

Albert Einstein
Only two things are infinite, the 
universe and human stupidity, and 
I’m not sure about the former

Albert Einstein
Education is what remains after one 
has forgotten what one has learned 
in school
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TID BITS

Angelina Jolie says UN undermined by sexual 
abuse by peacekeepers 

Angelina Jolie made a surprise appearance at a major UN peacekeeping 
summit, where she told delegates from 80 countries that the organisation’s 
reputation had been undermined by intolerable cases of sexual abuse by 
peacekeepers. The UN special envoy and actor described being moved by 
the desire for justice and accountability of refugee women she had met who 
had been abused by international troops. Jolie said: “We all know that the 
credibility of UN peacekeeping has been sadly undermined by the actions 
of a few intolerable cases of women and children being sexually exploited by 
the very people in charge of protecting them.” Calling for the prosecution of 
peacekeepers who commit abuses, she said a new approach to peacekeeping 
was needed that had the “rights and protection and involvement of women 
at its heart”. She also called for more women to participate in missions. 
“Peacekeeping forces can only gain and keep the trust of local populations 
if they are able to engage with women as well as men in that community,” 
she said. 
Source; the guardian

Before the morning mists had broken over Ivory Coast’s 
Mont Peko National Park, thousands of newly homeless 
cocoa farmers and their families began to stir, fetching water 
and lighting cooking fires outside Sylvain Zongo’s church at 
the forest edge. Since independence in 1960, Ivory Coast has 
built its economy - Africa’s largest - on cash crop agriculture, 
growing about 40 percent of the world’s cocoa, which makes up 
some 15 percent of its GDP. I don’t know what I am going to 
do. All I can do is pray to God, otherwise it breaks my heart,” 
the pastor said, surveying a scene more evocative of the West 
African nation’s civil war years than its relative prosperity today.
 This is the human toll of a government crackdown on illegal 
farmers that could leave hundreds of thousands destitute, dent 
gross domestic product and inflame tensions left over from 
years of unrest. It is the consequence of what may be Ivory 
Coast’s last chance to save the most rapidly disappearing 
forest in Africa, home to endangered chimpanzees, forest 
elephants and the rare pygmy hippopotamus. While the 
chocolate ingredient helped it become a relatively prosperous 
nation in a desperately poor region, it also brought it to the 
brink of an ecological disaster. Ivory Coast lost 80 percent of 
its virgin forest between independence from France in 1960 
and 2010, according to the European Union. Another study 
by Ivorian and French scientists estimated it had the highest 
rate of deforestation in Africa - with 265,000 hectares cleared 
annually by 1999 - even before the onset of political unrest that 
accelerated the destruction.
 During the 2002-2011 crisis, which included two civil 
wars, park rangers and forest officials abandoned areas they 
were protecting. The 34,000-hectare Mont Peko, which means 
“mountain of hyenas” in the local Guere language, became a 
symbol of the lawlessness that reigned during that period as 
armed warlords seized control of the land and sold off parcels, 
many to immigrants from neighbouring countries.
Source: enca.com

Ivory Coast evicts thousands of farmers to save forests
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M
oney management expert 
Loral Langemeier advises 
readers in this timely book 
to forget worrying about 
debt– and start making 

$1000 a month by turning their skills, 
hobbies and chores, into extra income 
sinking, slowly. That’s how it feels like. No 
matter how tight you cinch that belt, it 
never seems like enough. Squeeze another 
few dollars out of the budget and they are 
eaten up by rising prices at the pump or 
at the checkout. It does not make sense, 
everyone is hurting and yet prices keep 
going up. 
 There is way out; a way to stop sinking; 
a way to not just tread water, but to 
actually start to get ahead. There is a way 
to get some fast cash that will make a real 
difference in your life. It’s not a magic 
investment formula or some money saving 
gimmick. You just have to keep doing 
what you are doing …but in a smarter way. 
And the only thing you have to give up is 
your self-defeating attitude toward money. 
What’s the answer… stop worrying about 
saving money- and start concentrating 
on making money. Loral Langemeir 
empowers readers to stop saving, stop 
sacrificing, and start saving money by 
charging for what they already do – by 
turning the skills, hobbies, and chores that 
are part of their everyday lives into a ‘21st 
Century Lemonade Stand.” – a money 
making business that requires no business 
plan, no capital, no investment- just your 
creativity and the willingness to ask for the 

cash. Loral’s approach is simple, straight 
forward, and proven. It teaches anyone 
how to make 1000 more a month. 

Reviews
Money management expert Loral 
Langemeier tells us it’s time to stop 
pinching pennies and worrying about 
debt. With Put More Cash in Your 
Pocket, she shows us how to make $1000 
more a month by turning skills, hobbies, 
and chores into extra income. The Wall St. 
Journal, Business Week, USAToday, and 
New York Times bestselling author and 
personal finance guru regularly featured 
on Dr. Phil, Langemeier offers a treasure 
trove of workable strategies for thriving 
in today’s difficult economic times. Don’t 
let the recession get you down! Stop 
sacrificing and Put More Cash in Your 
Pocket.

More reviews from ebay
Creating your Cash Machine isn’t as hard 
as you think. You’ll love the simplicity, 
common sense, practical steps, and 
motivation you’ll get from this book. Read 
it!”

“It’s one thing to have a big idea. It’s 
another to develop an action plan that can 
actually turn your idea into a profitable 
business. Loral cuts through the hyperbole 
and gets down to the nitty-gritty of 
showing everyone how to turn their 
passions into profits.”

“Loral has done it again. I love it is a great 
book on money.”

“Loral puts you in charge of your future by 
giving you the tools to make more money 
on your own terms. If you’re searching for 
a way out of the current financial mess, this 
book is your answer.”

“Loral takes a no-nonsense look at simple, 
basic, but practical no-cost and low cost 
ways to generate extra income-without a 
lot of training or difficulty. This book is a 
perfect guide.”

“Put More Cash in Your Pocket is the 
ultimate step-by-step guide to your long 
term financial success.”

“To get a stash of cash that has dash and 
panache read my great friend Loral’s Put 
More Cash in Your Pocket. You will get to 
play with a whole lot of dough when you 
apply the principles she teaches, preaches, 
and practices.”

About the Author: Loral Langemeier has 
written three previous books that have made 
the New York Times, Business Week, USA 
Today and The Wall Street Journal bestseller 
lists. She has been featured on CNBC, CNN, 
CBS and FOX, along with many radio 
stations and stage appearances, and is known 
for her ability to take readers in any stages of 
their lives and help them make more money.

Available at Amazon.com

BOOK REVIEW

Reviewed by Angela Mutiso, cananews@gmail.com
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Structure
•  Eleven storey office tower.
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Project Will Help PAOs Navigate ICT Infrastructure Challenges

NEW NORTH-SOUTH JOINT VENTURE BETWEEN ACCA 
AND ICPAK TO SUPPORT ACCOUNTANCY DEVELOPMENT

(New York and London, 
October 6, 2016) – Strong 
information and communications 
technology (ICT) systems are 
crucial for effective operations 
and facilitating interaction and 
communication with stakeholders. 
The role of such systems is 
particularly important for emerging 
professional accountancy 
organization (PAOs) as they seek 
to build capacity and serve the 
accountancy profession. In a step 
toward improved ICT systems for 
emerging PAOs, the International 
Federation of Accountants® 
(IFAC®) today announced the 
selection of a joint venture between 
the Association of Chartered 
Certified Accountants (ACCA) and 
the Institute of Certified Public 
Accountants of Kenya (ICPAK) to 
provide guidance on building strong 
ICT systems for PAOs in Africa.

“This joint venture between ACCA 
and ICPAK is an excellent example 
of north-south cooperation, 
and will result in south-south 
cooperation as ICPAK continues to 
support other PAOs in the region,” 
said Alta Prinsloo, IFAC Executive 
Director and Chief Operating 
Officer. “This project will assist 
PAOs in navigating information and 
improving communications with 
their key stakeholders.”

The joint venture will develop 
guidance on designing and 
implementing an ICT system. The 
guide, which will include a model 
ICT implementation roadmap, will 
be tailored for wide application 
in Africa through extensive 
consultation with representative 
PAOs in the region.

“With members in all corners of 
the world, ACCA uses technological 
innovations on a daily basis, 
and has extensive experience of 
adapting these systems to suit the 
needs of the PAO,” said Stephen 
Heathcote, ACCA’s Executive 
Director – Markets. “To solve ICT 
challenges, any organization needs 
to have a good understanding of 
the principles and good practices, 
and have a roadmap for its end 
destination. We are delighted to 
work with ICPAK on this important 
project.”

“As a leading PAO in Africa, ICPAK 
brings a great deal of Africa-specific 
knowledge to this partnership—
we are well versed in the ICT 
infrastructure challenges faced 
by PAOs in our region,” said Dr. 
Patrick Ngumi (PhD), ICPAK’s Chief 
Executive. “We look forward to 
working with ACCA, in consultation 
with neighboring PAOs, to develop 
relevant and practical tools for 

emerging PAOs to address these 
challenges.”

In 2014, IFAC received almost £5 
million from the UK Department for 
International Development (DFID) 
to fund PAO capacity building 
in ten emerging countries over 
seven years. The selection of ACCA 
and ICPAK was made following 
a global Call for Expressions of 
Interest and an extensive proposal 
and review process involving 
multiple global organizations and 
the IFAC PAO Capacity Building 
Program Oversight Committee 
and Independent Selection Panel. 
This joint venture will continue to 
build on the funding agreement 
and support projects currently 
underway in Africa.

About IFAC
IFAC is the global organization 
for the accountancy profession 
dedicated to serving the public 
interest by strengthening the 
profession and contributing 
to the development of strong 
international economies. IFAC 
is comprised of more than 175 
members and associates in 
more than 130 countries and 
jurisdictions, representing almost 
3 million accountants in public 
practice, education, government 
service, industry, and commerce.

INSTITUTE NEWS
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About ACCA
ACCA (the Association of Chartered 
Certified Accountants) is the global 
body for professional accountants. 
It offers business-relevant, first-
choice qualifications to people of 
application, ability and ambition 
around the world who seek a 
rewarding career in accountancy, 
finance and management.
ACCA supports its 178,000 members 
and 455,000 students in 181 
countries, helping them to develop 
successful careers in accounting and 
business, with the skills required by 
employers. ACCA works through a 
network of 95 offices and centres 
and more than 7,110 Approved 
Employers worldwide, who provide 
high standards of employee learning 
and development. Through its public 
interest remit, ACCA promotes 
appropriate regulation of accounting 
and conducts relevant research to 
ensure accountancy continues to 
grow in reputation and influence.

Founded in 1904, ACCA has 
consistently held unique core values: 
opportunity, diversity, innovation, 
integrity and accountability. It 
believes that accountants bring 
value to economies in all stages of 
development and seek to develop 
capacity in the profession and 
encourage the adoption of global 
standards. ACCA’s core values are 
aligned to the needs of employers 
in all sectors and it ensures that 

As a leading PAO in Africa, ICPAK brings 
a great deal of Africa-specific knowledge 
to this partnership—we are well versed 

in the ICT infrastructure challenges faced 
by PAOs in our region.

through its range of qualifications, it 
prepares accountants for business. 
ACCA seeks to open up the profession 
to people of all backgrounds and 
remove artificial barriers, innovating 
its qualifications and delivery to 
meet the diverse needs of trainee 
professionals and their employers. 
More information is here: 
www.accaglobal.com

About DFID
The UK Department for International 
Development (DFID) leads the UK’s 
work to end extreme poverty. They are 
ending the need for aid by creating 
jobs, unlocking the potential of girls 
and women and helping to save lives 
when humanitarian emergencies hit. 
For more information, visit 
www.gov.uk/dfid.
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O
ne of the unexpected 
consequences of Air 
France/KLM becoming the 
strategic airline investor in 
Kenya Airways seems to 

have been the way in which the bigger 
European airline has been able to use 
the data it gathers about Kenya Airways 
passengers to attract business to its own 
routes. If you are a regular traveler with 
Kenya Airways, and a member of the 
Flying Blue frequent flyer progamme, 
you may have noticed a sudden increase 
in promotional offers from Air France 
and KLM, who operate the Flying Blue 
programme and consequently administer 
the database that comprises all the email 
addresses and personal information that 

passengers provide when they join the 
programme. This information is a valuable 
resource for airlines looking for more 
business, and KLM especially is targeting 
Kenyans with tempting offers. Somehow 
the fares from Kenya to any European 
destination seem to be just a little lower 
than comparable fares on Kenya Airways.
 A powerful marketing tool for KLM is 
its iFlyemagazine, which is sent to Flying 
Blue members every month and is packed 
with articles, pictures and videos about 
European and worldwide destinations to 
which KLM is offering special fares and 
packages. Kenyans soon realise that they 
can book a European holiday with KLM 
for just a few Dollars more than a return 
flight from Nairobi to Entebbe. 

 There is an almost seamless nexus 
between KLM and the Netherlands 
tourist industry, which brings in more 
than 14 million visitors each year and 
comprises more than five per cent of 
the national economy. Although the 
commanding heights of the economy are 
held by manufacturing, trade, and high 
value agriculture, the Dutch are proud of 
their country and their culture, and the 
welcoming nature of the people is a big 
part of the national tourism brand. Most 
Dutch citizens speak good English – 
better, some people say, than the English 
themselves.
 All of the KLM bargain flights are 
routed through the airline’s European 
hub, Schiphol Airport at Amsterdam, 

By Clive Mutiso, clivemutiso@gmail.com

THERE’S NOTHING VAGUE 
ABOUT THE HAGUE

TRAVEL



NOVEMBER - DECEMBER  2016  61

which is the main international airport 
of the Netherlands, and from which rail 
services reach every corner of the country 
from a station right underneath the main 
concourse. Amsterdam, with its picturesque 
canals, vibrant nightlife, and the world’s 
biggest flower market, is usually a must 
for any visitor, but the capital city, The 
Hague, is replete with its own attractions. 
Amsterdam may be the main event, but 

there’s nothing vague about The Hague. 
The city has its own regional airport, 
which also serves the port of Rotterdam, 
but most international visitors arrive and 
depart through Schiphol.
 The airport is the base of KLM and its 
business and first class lounges offer the 
same levels of comfort and convenience 
as the airline’s planes, with the same 
polite and friendly standard of service. 

TRAVEL
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However, when passing through Schiphol, 
it is advisable to keep a close eye on your 
luggage. From time to time, organised 
foreign gangs of opportunistic luggage 
thieves sweep through the terminal, 
leaving tears and frustration in their wake, 
and carrying their loot onto waiting flights 
headed for every corner of Europe and the 
world.
 From Schiphol to The Hague is just 
over half an hour by train, with four 
departures per hour each way, and tickets 
can be booked in advance online, at prices 
between six to ten Euros one way. Train 
times are displayed in the main concourse 
of the airport, and an escalator takes 
passengers straight down to the train 
platform they need. The trains keep strict 
time, and the stop to pick up passengers is 
never more than a minute or so before the 
train rolls out of the station.
 Soon, the train passenger will be able 
to catch the first sight of one of the iconic 

windmills of the Netherlands, some of 
which have seen more than a century of 
continuous service. Since the Netherlands, 
or Holland as it is also known is a flat 
country, the winds that blow in off the 
turbulent North Sea almost every day are 
a reliable source of renewable energy that 
drive the pumps that keep the country alive. 
Much of Holland is reclaimed land, formed 
by building submerged walls around areas 
of shallow sea, then pumping out the 
water to create dry land. Consequently, the 
submerged land is below sea level, and is 
only kept in existence through a complex 
network or pumps and canal drains.
 On arrival at The Hague, there are taxis, 
trams, and local buses as local transport 
options, and all are surprisingly affordable. 
The Dutch themselves are keen cyclists, 
and Holland has more bicycles per head 
of population than any other country 
in Europe. The trams and buses run to 
a timetable, and a visitor staying in the 

city for several days can make 
savings by buying a discounted 
short-term season ticket. In 
the spring and summer, the 
best way of getting around 
is walking – The Hague 
boasts spotlessly clean and 
safe streets, and many of the 
attractions are close to each 

other. The Hague and Holland 
Pass is a bargain single ticket that gives free 
or heavily discounted admission to tourist 
attractions in the capital and throughout 
the country.
 There are hundreds of hotels in The 
Hague and its environs, with all the major 
hotel management companies represented, 
several with more than one property 
on offer. However there is a wide range 
of different types of accommodation, 
from budget backpacker places, through 
trendy boutique hotels, to grand Baroque 
luxury establishments. Just a stone’s throw 
away from the complex that houses the 
international court and the conference 
centre is the luxurious five-star Crowne 
Plaza Promenade, which offers great 
value with its comfortable well-appointed 
rooms and suites, superior cuisine, and its 
renowned buffet breakfast. It you have 
hired a car to get around, the Promenade 
is one of the few hotels in The Hague with 
extensive car parking. The hotel is almost 
next to a tram stop, surrounded by the 
SchveningseBosjes park, and within easy 

TRAVEL
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access to all the city’s main attractions, 
including the delightful Madurodam 
Park, where all the architectural gems of 
the Netherlands are captured in miniature. 
 Holland is Rembrandt country and 
a great place for a strong and unique 
cultural experience, with more than 
a dozen different-themed museums, 
including the fascinating Museon on 
Stadhouderslaan, a unique museum of 
science and culture, with collections in the 
domains of geology, biology, archaeology, 
history, science and ethnology. Originally 
conceived by frits Van Paaschen in 1904 
as a place for schoolchildren to learn about 
industry, it grew into an institution heavily 
focused on natural history, ethnology, and 
educational development.  In 2002 it had 
the embarrassing distinction of being the 
venue of one of the biggest jewel heists in 
history. The Portuguese Crown Jewels were 
on loan to the museum and a large part 
of the treasure mysteriously disappeared 
and have not been seen since. The Dutch 
government paid more than $6 million 
in compensation to the government of 
Portugal. 
 However, The Hague is not all galleries 
and museums – there are extensive 
shopping areas where the visitor can pick 
up Dutch cheeses, replica clogs of all 
sizes, classic blue-and-white Delft ware 
pottery, and an almost infinite variety 
of local handicrafts. Despite the serious 
international image of the Netherlands’s 
capital city, which contrasts with the 

Bohemian lifestyle of cosmopolitan 
Amsterdam, The Hague is not all work 
and no play. At the height of the summer 
season, the population heads off to the 
beach at nearby Scheveningen, Holland’s 
most popular seaside resort, with its pier 
and amusement arcades, its marina, and its 
superb seafood restaurants. Scheveningen 
is less than 15 minutes from The Hague 
by public transport, with trams and buses 
about every ten minutes from seven in the 
morning until midnight from the Central 
Station and the Hollands Spoor station.
The wide, gently-sloping, sandy beach, the 
refreshing sea breeze and safe swimming 
are the main attractions of Schveningen, 
and thousands of local and foreign visitors 
flock there through the Spring, Summer, 
and early Autumn. The five-star Kurhaus 
Hotel, set just back from the beach, is one 
of the landmarks, and there is no need to be 

intimidated by its grand external 
appearance – day trippers to the beach 
are always welcome for a meal or a drink. 
But it is the pier that endears the resort 
to the hearts of visitors – and it is free to 
get onto it. While piers in other countries 
have fallen into disuse and disrepair, and 
abandoned as irrelevant Victorian relics, 
Scheveningen Pier has been constantly 
maintained, extended, and upgraded, with 
new features being added from time to 
time. The latest is a giant Ferris wheel, an 
emphatic affirmation of the determination 
of the pier to keep itself bringing in the 
tourists. Although the pier itself is free 
to access, don’t expect to get on and off it 
without parting with a few Euros – there’s 
a charge to ride on the Ferris Wheel, and 
the eclectic offerings of the informal food 
trucks are just too much of a temptation 
to ignore.

TRAVEL

Amsterdam, with its picturesque canals, 
vibrant nightlife, and the world’s biggest 
flower market, is usually a must for any 

visitor, but the capital city, The Hague, is 
replete with its own attractions. Amsterdam 
may be the main event, but there’s nothing 

vague about The Hague.
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By FCPA Jim McFie, a Fellow of the Institute of Certified Public Accountants of Kenya

CONFERENCES 
AND MORE 
CONFERENCES

T
here has been a large number 
of conferences, seminars, 
workshops and gatherings of 
every conceivable name in the 
past few months in Nairobi: I 

shall concentrate on two; my comments on 
the first will be very brief. 
 The United Nations Conference on 
Trade and Development (UNCTAD) 
World Investment Forum 2016 took 
place in Nairobi from the 17th to the 
22nd of July: it was followed by over 
3,000 investment stakeholders from 150 
countries. During the conference there was 
an International Standards of Accounting 
and Reporting (ISAR) High-Level Policy 
Dialogue on Sustainability Reporting. 
It was the first major international 
conference following the adoption of 
the Sustainable Development Goals: the 
session sought to move from decisions to 
action by defining pathways for unlocking 

investment in sustainable development. A 
large number of members of the Institute 
of Certified Public Accountants of Kenya 
made presentations. At the end of the 
session, I confided to Habil Olaka, Chief 
Executive Officer of the Kenya Bankers 
Association, and a member of ICPAK, 
that I thought that the presentations of 
the Kenyans at the ISAR meeting were 
the best: he told me that he was thinking 
the same, but did not want to voice his 
opinion because he felt that he was just 
being a little nationalistic. But I think their 
contributions were outstanding.
 The International Financial Reporting 
Standards (IFRS) Foundation, the Pan 
African Federation of Accountants 
(PAFA) and ICPAK jointly hosted an 
IFRS Conference and a workshop on the 
IFRS for SMEs between the 24th and 
the 26th August, 2016 in Nairobi. It was 
an eye opener in relation to the IFRS for 

SMEs: but I shall be writing separately 
about that.
 One of the presentations at the 
Conference went as follows. The Council 
of the Institute of Certified Public 
Accountants of Kenya (ICPAK) made 
the decision to adopt International 
Accounting Standards, as they were known 
then, International Financial Reporting 
Standards as we know them now, in 1997. 
Up to that time ICPAK was developing 
Kenyan Accounting Standards; the 
Council decided to cease doing so it had 
become clear to the Council of ICPAK 
that developing home-grown standards 
was not putting its limited resources to 
best use: 
“Updating Kenyan Standards to comply 
with International Standards and to cover 
areas which are not covered currently is 
a monumental task. The Institute just 
does not have the resources, human 
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or financial, to carry out this task to a 
satisfactory level of proficiency; and even 
if it did, what purpose would this serve? 
Council believes that an effort to update 
Kenyan Standards will merely reproduce 
International Standards under a different 
name. In the circumstances therefore, the 
resources available to ICPAK could be put 
to better use if they were used to interpret 
International Standards, to assess their 
implication on local practice and, where 
necessary, to issue technical bulletins and 
local guidance on those Standards”. 
      Kenya adopted International Accounting 
Standards in full with effect from 1 
January 1999: in full, meant in full: for 
all accounting periods commencing on or 
after 1 January 1999, members of ICPAK 
were required to prepare the accounts of 
companies (whether quoted, public or 
private), parastatals and organizations such 

as co-operative societies, partnerships, sole 
traders, non-trading concerns such as 
sports clubs and charities, and estates and 
trusts in accordance with IFRSs. The 27 
countries of the EU, and Australia, adopted 
IFRSs with effect from 1st January 2005: 
the Big 4 firms in Nairobi lost many 
of their audit staff to countries which 
adopted IFRSs after Kenya did, because 
of the Kenyans experience in dealing with 
IFRS issues: KPMG lost seventeen staff in 
August 2004. 
 The IFRS for SMEs did not exist in 
those days: it is important to point out 
compliance with the IFRS for SMEs 
ensures compliance with IFRSs.
 The East African Community, the 
EAC, is made up of Burundi, Kenya, 
Rwanda, South Sudan, Tanzania and 
Uganda; South Sudan joined the EAC 
on Friday, April 15, 2016. The first 

customs union between any of the present 
members dates back to 1917, and it was 
between Kenya and Uganda; Tanganyika 
joined this union in 1927. To place these 
dates in the history of the region, it is 
important to know that the first building 
that was erected in what is now Nairobi 
occurred in 1899 and the first motor car 
that was driven from Mombasa to Nairobi 
made the trip in 1927. The East African 
High Commission functioned between 
1948 and 1961, followed by the East 
African Common Services Organisation 
until 1967 and the first East African 
Community from 1967 to 1977. Brexit is 
the talk of the day today; some Texans in 
the US are even talking about a possible 
Texit: well the EAC had its Taxit in 1977, 
when Tanzania principally, called an 
end to the first EAC. African Socialism 
as Mwalimu (the teacher) Nyerere in 



 66 NOVEMBER - DECEMBER  2016

pEN OFF

Tanzania and Milton Obote in Uganda 
saw it and as Jomo Kenyatta, and I 
would say, many Kenyans, saw it, were so 
divergent that the break up was inevitable. 
But people die and circumstances change. 
So a new EAC came into being when the 
Treaty for the establishment of the East 
African Community was signed in Arusha 
on November 30, 1999.
 Uganda claims that they beat Kenya 
to adoption of IFRs. They claim that they 
had adopted IFRSs the previous year – but 
there is no official record that this actually 
occurred. The Rio Olympics have just 
ended: for Kenya, the Olympics start when 
the athletics begin. In Rio, Kenya won 6 
Gold Medals, 6 Silver and 1 Bronze. 
The final gold medal was in the men’s 
marathon, won by Eliud Kipchoge. Four 
years earlier, in the London Olympics, 
Stephen Kiprotich from Uganda won 
the gold medal in the men’s marathon 
— the country’s only medal at the 2012 
Games. Abel Kirui and Wilson Kipsang, 
both from Kenya, took silver and bronze 

respectively. If you were a Kenyan, you 
would know that Stephen Kiprotich must 
have originally come from Kenya. Just as 
Kenyan accountants work as expatriates 
from Vancouver and San Francisco in the 
West to Sydney, Australia, in the East, so 
Kenya has expatriate runners competing 
for the US, England, Denmark and Qatar. 

Possibly some Kenyan introduced IASs 
secretly in Uganda to ensure that his new 
homeland beat the country where he 
was born and raised.The new Ugandan 
Companies Act, passed in 2012, requires 
every company irrespective of size and/or 
public interest status to appoint an auditor 
and be audited, but does not prescribe 
any financial reporting framework, except 
that the financial statements comply with 
the Fifth Schedule of the Act: Section 
156(2) states that: “A company’s balance 
sheet and profit and loss account shall 
comply with the requirements of the Fifth 
Schedule to this Act, so far as applicable”. 
The Fifth Schedule deals with “Matters to 
be expressly stated in the auditors’ report”: 
it is the Fourth Schedule that deals with 
“Accounts”, and is really a copy of the 
Sixth Schedule to the previous Kenyan 
Companies Act: there is no mention of 
IFRSs whatsoever in the new Ugandan 
Companies Act. The Institute of Certified 
Public Accountants of Uganda (ICPAU) 
adopted IFRSs as has been stated. But 

given the rate of changes in new and 
existing IFRSs, gaps will come about 
between the requirements of IFRSs and 
those of the Fourth Schedule.
 IFRSs were adopted by Tanzania with 
effect from 1st July 2004, by the National 
Board of Accountants and Auditors, the 
NBAA: all business entities are required 

to prepare their financial statements 
in accordance with IFRSs. Although 
the Tanzanian Companies Act of 2012 
makes no mention of the requirement 
that financial statements be prepared in 
accordance with IFRSs, it is of note that the 
NBAA Disciplinary Committee, during a 
meeting held on 14th March 2016, found 
a firm of auditors guilty of professional 
misconduct; the firm was fined TShs.20 
million: one of the conditions for the firm 
to continue to practice is that it adheres 
strictly to the International Financial 
Reporting Standards (IFRSs).
 The position in Rwanda is more 
difficult to establish. The Institute of 
Certified Public Accountants of Rwanda 
came into being in 2008 in the same year 
as the Rwandan Stock Exchange; on 27 
April 2009 the Rwandan Companies Act 
came into being. Article 254 of the Act 
deals with the Standards for financial 
statement preparation: it states “The 
financial statements of a company shall 
comply with international standards”, 

which is a little vague: the magic phrase 
“International Financial Reporting 
Standards” is not included explicitly. The 
position with foreign companies operating 
in Rwanda is clearer: Article 332, dealing 
with the “Obligation to comply with 
international accounting standards” states: 
“A foreign company shall . . . comply with 

For Kenya, the 
Olympics start when 
the athletics begin. 



By Sharon Gatonye
Sgatonye@outlook.com

The Black & White Kitchen  

125g Margarine 
100g Dark Brown sugar
320g All Purpose
4 Tbsp Honey 
1 Tsp Bicarbonate Soda
1 Tsp Ground Cinnamon
2 Tsp Ground Ginger 

Royal icing 
1 egg white 
2 cup icing sugar, sifted

Method
•  Preheat the oven to 170C degrees.
•  Line two baking trays with baking  
 paper.
•  In a small saucepan melt together  
 the margarine, honey and sugar then  
 remove from the heat.

•  Sift the flour, bicarbonate of soda,  
 ginger and cinnamon in a large bowl,  
 then stir in the melted ingredients to  
 form a stiff dough.
•  Roll the dough out onto a lightly  
 floured surface to a thickness of   
 4-5mm.
•  Use a variety of star shaped cutters  
 placing each one on the lined baking  
 trays.
•  Bake in the preheated oven 10-12  
 minutes until golden brown. Allow to  
 cool before decorating.
•  To make Royal icing .Beat the whites  
 until stiff but not dry. Add the icing  
 sugar gradually, beating continuously  
 until the consistency is thick but still  
 easily spreadable. Decorate as   
 desired.

This cookies will help to spread the 

Christmas holiday cheers with others.
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Gingerbread Stars Serves: 24 cookies                                                                                           

Total time: 30 min
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International Accounting 
Standards . . .” Although 
Internal Accounting 
Standards had become 
International Financial 
Reporting Standards by 
2009, I think it is clear that 
IFRSs apply. 
 IASplus, Deloitte’s 
website dealing with the 
adoption of IFRSs, states 
that there is no stock 
exchange in Burundi 
and that IFRSs are not 
permitted. In 2013, the 
World Bank carried out 
a second review of the 
Burundi accounting and 
auditing frameworks, a 
follow up on the 2007 study. 
In its Report, published in 
May 2014, on the Burundi 
Accountancy and Auditing 
Framework, the World 
Bank pointed out that 
“the Chart of Accounts (COA) – the 
accounting principles - are not aligned 
to updated IFRS and are outdated. COA 
have been issued for different sectors. 
They include guiding principles and 
standardized accounting practices. Most of 
them are outdated. Progress is being made 
to revise and align them to IFRS”. 
 PricewaterhouseCoopers points out 
that the economic environment in South 
Sudan deteriorated rapidly towards 
the end of 2015. Cumulative inflation 
for the year to the end of January 2016 
exceeded 100% and South Sudan 
should therefore be considered a hyper 
inflationary economy in 2016. IAS 29, 
“Financial Reporting in Hyperinflationary 
Economies”, should be applied by entities 
with a South Sudanese pound functional 
currency to financial statements for the 
year ending 31 December 2016 and for 
interim periods within the year. IAS 
29 should also be applied to restate the 
financial statements of subsidiary entities 
with a South Sudanese pound functional 
currency before they are included in the 
consolidation at 31 December 2016. I 
was thinking of travelling to South Sudan 
to see for myself what the accounting 
situation is like there, but I was stopped at 
the border – I was not allowed to carry my 
AK 47 across the border – so I decided to 
defer the trip. 
 In Kenya, the task of ensuring that 
financial statements are actually in 

accordance with IFRSs falls on ICPAK, 
the Capital Markets Authority for listed 
companies and various other regulators. 
Human resource constraints restrict 
an extensive examination process. 
Kenya passed a new Companies Act in 
September 2015. This new Act requires 
that financial statements comply “with 
the prescribed financial accounting 
standards”, where “prescribed financial 
accounting standards” means “statements 
of standard accounting practice issued by a 
professional body or bodies in accounting 
and finance recognized by law in Kenya”. 
Clearly regulations are needed to clarify 
the position: IASB is not, as far as I know, 
a professional body recognized by law in 
Kenya. The new Act requires all companies 
registered in Kenya to file their annual 
financial statements with the Registrar of 
Companies. This will enable us to check, on 
a sample basis, compliance with IFRSs for 
private companies: the modalities for this 
have yet to be worked out. In Kenya at the 
present time, but not under the new Act, 
all companies have to be audited and the 
opinion clause for companies in Kenya, as 
is the case for companies throughout East 
Africa, reads: “In our opinion, the financial 
statements give a true and fair view of the 
financial position of Kampuni Limited at 
30 June 2016, and its financial performance 
and cash flows for the year then ended, in 
accordance with Inter-national Financial 
Reporting Standards and the Kenyan 
(in the case of Kenya) Companies Act”. 

Those of you who 
do not know Swahili 
now know one more 
word in East Africa’s 
most widely spoken 
language – “Kampuni” 
is the Swahili for 
“Company” – and 
by the way, to 
show you how easy 
Swahili is, “Reporti” 
is the translation of 
“Report”: but when 
you are having your 
dinner tonight and 
you would like to ask 
the waiter for a little 
more meat, do not say 
“lete (that is, bring) 
meati”, because “miti”, 
pronounced in exactly 
the same way means 
“trees” – the waiter 
may mistake you for a 
trans-elephant.

 At this time each year, a group of 
members of the Institute of Certified 
Public Accountants of Kenya starts 
working on the massive process of grading 
annual reports of companies quoted on 
the Nairobi and Ugandan Securities 
Exchanges, the Dar es Salaam Stock 
Exchange, banks, insurance companies, 
private companies that use the full IFRSs 
or the IFRS for SMEs, the ministries, 
departments and agencies of the national 
and county governments in Kenya 
and Rwanda. Hundreds of entities are 
participating in the Financial Reporting 
Excellence, or FiRe, Award, initiated by 
ICPAK, but sponsored by ICPAK, the 
Capital Markets Authority, the Nairobi 
Securities Exchange and the Office of 
the Accountant General of the national 
Government in Kenya.  The NBAA in 
Tanzania has now started its own version 
of this competition. But back to the FiRe 
Award in Kenya: out of the total of the 
two hundred marks denoting a perfect 
score for the FiRe Award, one hundred 
and twenty marks relate to compliance 
with IFRSs. Last year the company which 
won the FiRe Award for the highest level 
of compliance with IFRSs was Sameer 
Africa Limited, a manufacturing company 
listed on the Nairobi Securities Exchange, 
which scored one hundred and eighteen 
marks out of the possible one hundred 
and twenty, or 98.33%; welcome to IFRS 
territory. 

PricewaterhouseCoopers 
points out that the economic 
environment in South Sudan 

deteriorated rapidly towards the 
end of 2015. Cumulative inflation 
for the year to the end of January 
2016 exceeded 100% and South 

Sudan should therefore be 
considered a hyper inflationary 

economy in 2016. 
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Executive Seminar 

22nd - 25th 

November 2016

Kuala Lumpur, 

Malaysia

ICPAK
PREMIER EVENTS

2016

Topics

Over 80% of speakers for the 21st Executive 
Seminar will be experts drawn from both private and 
public sectors in Malaysia. The topics to be covered 
include:

i.   Opening Session: The Malaysian Trajectory
ii.   Navigating the Next Industrial Revolution
iii.  The Executive Governance Roundtable

Members

Non Members

International Delegates

Accommodation

Early Bird registration

Booking & Payment or LSO/
LPO received by ICPAK on 
or before 8thNovember 2016

159,000

164,000
 
1700 USD

Normal registration

 Booking & Payment or LSO/
LPO received by ICPAK by 
after 8thNovember 2016

164,000

174,000

1800 USD

Ksh. 12,500 or $130 (Bed & Breakfast, Single Room per night) 
at the InterContinental Hotel

Category

iv.  Effective Public-Private Partnership as a   
  Growth Strategy
v.   The Elusive High Productivity Meeting
vi.  Business Continuity
vii.  Audit Committees: Need, Role, Expectation  
  and Effectiveness
viii.  Emotional Intelligence: Interaction with   
  Management

For more information or enquiries please call Tel: +254 (0) 20 2304226, 2304227 
Mobile: +254 (0) 727 531006 / 0733856262 / 0721 469796/ 0721469169
Email: makokha.wanjala@icpak.com or visit www.icpak.com. For Exhibitions
and Sponsorships, please get in touch with CPA Makokha Wanjala on the above lines or email.




