
Thursday, 19 April 2012 3:23 PM 

 1 

Economia – If I ruled the world – 2 April 2012 
 
Sir John Stuttard has spent his entire career in the accountancy 
profession. From 1975 to 2005 he was a partner in 
PricewaterhouseCoopers and its predecessor firms. He spent two 
years in the UK Government’s Cabinet Office advising on 
privatisation and was Executive Chairman of his firm in China from 
1994 to 1999. He was Lord Mayor of London in 2006/7 and is 
currently a By-Fellow of Churchill College Cambridge, his alma 
mater, Chairman of St Paul’s Cathedral Foundation, as well as 
Master of the Worshipful Company of Chartered Accountants in 
England & Wales, the profession’s livery company. The views 
expressed are his own and not those of PwC of which he is Deputy 
Chairman of the UK firm’s Advisory Board.  
 
After 45 years in the accountancy profession, which my father served 
for 33 years before me, I have watched as the role of the auditor has 
been put into an unfortunate straightjacket. Political concerns about 
independence, boxing ticking and procedural compliance, to ensure 
the financial results and position are fairly stated, have helped to limit 
the wider role that auditors once played in a business partnership 
based on trust, integrity and independent, objective advice. 
 
Thankfully, unless EC Commissioner Monsieur Michel Barnier takes 
us all back to the Stone Age, there has recently been growing 
realisation that the statutory auditor has much to offer Audit 
Committees and Board Members in providing advice on subjects such 
as risk management and corporate governance, as well as on potential 
mergers and acquisitions. 
 
The audit of joint stock companies was introduced in 1844. In the 
second Act of 1856, there was a requirement that the balance sheet 
had to be audited by an independent person. We have seen how the 
legal and accounting requirements have developed over the last 150 
years, such that now the historical accounts are, by and large, usually 
correct. They show a true and fair view. In this, the accountant and 
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the auditor have performed an essential role – and one that is as 
valuable today, if not more so, than it was back in the 1850s. 
 
However, today, the public, the politicians, the analysts and, I 
daresay, the shareholders expect more from an audit. Whenever there 
is a financial problem, the hue and cry goes out – first the directors 
and then the auditors. Where were they? Why didn’t they highlight 
the issue before it became a problem? Why didn’t they blow the 
whistle? 
 
There is a huge expectation gap, at present, in terms of what is 
expected of the auditor, and of the accountant more generally. If you 
read our history, it has always been thus. However, in the wake of the 
turmoil of the last four years, this questioning has increased. If you 
had listened to the House of Lords Select Committee enquiry, you 
would have been astonished at the naivety, or was it the political 
posturing, of the questions asked. 
 
Today, we have a golden opportunity to fill the gap. In fact, we have 
a public duty to fill the gap. 
 
We are pretty good at analysing businesses, their risks and their 
systems. Somehow, the statutory auditor has become trapped in 
opining on historical financial results. Indeed, this is the current legal 
requirement. This was right in 1844, but we now need to move on. 
We need to do more and we can do more, in fulfilling our purpose. 
 
In board rooms today, the auditor is increasingly being asked for 
views on corporate governance, on strategic plans and on how to 
manage risks. The auditor is respected as someone with 
professionalism, with integrity and with an independence of mind. 
The accountant is someone who can look at situations and comment 
on problems in an objective and impartial way. 
 
When you look at corporate shortcomings and failures in recent years, 
occasionally there is a scandal over misreporting. But failures 
normally stem from one or more of the following causes: 
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• Poor corporate governance coupled with an autocratic or 
overzealous chief executive 

• A major acquisition with inadequate independent review of the 
strategic rationale, or at too high a price during a competitive 
auction, or after inadequate due diligence, or with inadequate 
post-acquisition integration planning 

• Poor risk management associated with new areas of business or 
introducing new products – the latest of these is the PPI mis-
selling which has led to many banks paying out large sums in 
compensation. 

 
Successive corporate governance reviews have brought enormous 
improvements to our UK Corporate Governance Code, surely now the 
best in the world. But it is still a voluntary code and it has not 
prevented ongoing scandals, corporate failures and losses for 
shareholders. 
 
The auditor can perform an even greater role than has been 
historically the case in helping to ensure the probity and the 
stewardship of companies in the 21st century. If I ruled the world, I 
would introduce arrangements to make this happen.  


