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‘PEOPLE WATCH’

(Empowered People )


An article by  M RAJESHWARON

Former General Manager (Management Audit) - EID Parry

Throughout this article the word ‘People’ is used to denote the special breed of empowered people who are self starters, motivators and change agents who become instrumental in taking the organization to greater heights.

‘People’  are the backbone of any organization whenever we refer to the ‘organisation’, we very well understand that it refers to the people who make things happen inside.  If it is so, it is very clear that all other resources such as money, materials, machinery, methods etc. become secondary.

This articles deals with some of the finer aspects of how these ‘people’ concept can be leveraged for making the organization more effective in all its operations.

Such empowered people bring in a sea change in the way in which the organization progresses.

Let’s now examine some of them in detail.

1. People & Leadership:

	Generally accepted organizational Terms
	New Focus

	· Rules, Regulations for strict compliance


	‘Break the Rules!’ not ‘violate’

	· Profit orientation – Is it the ultimate objective?
	‘Go beyond’! (Beyond PAT - Profit after Tax!)



	· Letter should be followed
	‘Spirit’ is more important



	· Employee empowerment, developmental focus  the traditional HR way builds good leadership
	Spiritual based leadership (Human value based) driving the business




All the above indicates towards an ‘out of the box’ thinking.  This out of the box thinking helps in really unleashing the potential in people.

These people who have the above focus are the ‘trend setters’.  They often question the Past & the Present and move into a new future.  They bring in ‘quantum leaps’ into the organization.  They are the ones who do not satisfy with marginal increases!.  These ‘change agents’ are very vital for the organisation’s growth.
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They do not like to ‘violate’ the rules by approving ‘exceptions’ using their discretionary authority.  They really break the rules! A new role emerges!  They have the ‘guts’ to question the status in the larger interest of the organization.  They lead by example.  They feel that they are the real owners of the business.

They ‘go beyond’ profit! They are very much concerned with people, environment, society at large.

‘Spirit’ is more important for them than the letters.  They read and value the intentions behind these ‘letters’.  They  are very much focused.

Last but not the least, they strongly believe that  ‘mutual trust’ among people is very important.

They start with the belief that all are good.  They do not have pre-conceived notions about people. They are very open.

Such kind of people make the leadership role in the organization more effective.  They really lead by examples and become role models in the organization.

2. Policy & Planning

Planning  stage is very crucial for an organization.   This process is not just crunching of numbers and arriving at profit figures.

It is,

· “the ability of people to stretch themselves in an competitive business environment”

Therefore, answers to questions like are the people ‘feel good’ about everything happening in the organization, feel developed, feel dignified, feel secured and finally feel part of the whole only will determine the effectiveness of the organization.

While the line Managers take on them a tough plan the supporting teams should be able to measure their  own response time for their services.   
They are not just ‘back office’ people. They should constantly check whether they are ‘adding value’ or ‘destroying’ the value. Their competitiveness and competency will matter.

Normally, many organizations, while preparing their financial budgets collect relevant data, convert them into understandable numbers and build up the financial budget.  This is quantitative!

But those companies who describe about their qualitative plan only succeed at the end!

For  example, answers to questions like Is there a mechanism in place to measure continuously the competency of people, developing second in commands for all positions, visible efforts taken towards projecting the ‘Image’ of the organization, innovations that are 
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happening, the behaviour of the  group and above all the ‘Values & Beliefs’ which drive the employees of the organization will determine the effectiveness of the contributions made by the people. These motivating factors will then drive people to put up their aspirational plans along with the Business plans!

This is what is really ‘going beyond’ the numbers in a planning exercise!

3. People & Performance Evaluation

Evaluating  people for their performance, potential and personal skills and qualities is not an easy task!  It requires a completely changed outlook!  The people who understand and know how to effectively bring in the ‘potential’ in people, give opportunities and allow employees to enjoy the jobs they do and improve the retention power of the organization are the real organizational leaders.

People are normally grouped under four categories as shown in the box below:


	DEVELOP & GROOM
	STARS



	DEADWOOD

	SOLDIERS


	DEADWOOD

	SOLDIERS



In the case of ‘Stars’ & ‘Deadwood’  a  clear strategy could be formed. Whereas the leader’s ability lies in correctly identify the ‘Soldiers’ & people who could be groomed & developed further.

For Soldiers, ‘life goes’ on.  They are critical to the job as they become specialists in their own areas but do not have much potential in the fast track.  Recognising them is also very important as their sudden disappearance from the system will create a vaccum.  They can be further classified into 
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a. those likely to become better & grow

b. can continue to be in the system without much change

c. likely to become ‘dead wood’ and 

d. the ‘blockers’

This classification will enable the organization to move fast.  The process should be scientific, continuous and interactive. At the year beginning ‘key result area’, for individual employees is of paramount importance.   These areas should enable proper evaluation of people during the year.  They are not routine areas of work for which employees are primarily responsible.   They are special focus tasks where employees competency, special qualities, stretch management capabilities can be tested well. These KRAs should have proper measuring parameters.

While doing so, the organizational  context  should be kept in mind rather than assessing in a very idealistic situation.  ‘Intangibles’ should also be considered. While achieving numbers is a must, balancing between both tangible & intangible will enable proper assessment of people and place them in the correct boxes as shown above.

Some times organizations are too rigid in ensuring the ‘Bell Curve’. While it is a very good health sign, exceptions should be made to identify the ‘bests’ from the rest. Individual performance evaluation is most important than ensuring a ‘Bell Curve’ for the group.

In today’s competitive  environment, ‘multi-tasking’ has become an important component skill set for performing managers.  This should be encouraged.

Another very important aspect of this performance appraisal is to give ‘positive strokes’ where the individual is showing improvement from his previous rating.  During the revival process these positive strokes will really work in improving the people.

During recruitment process, extra care needs to be taken in fixing people at a particular level.  A desperate must to place him/or her on a higher level / scale or placing at a ‘lower’ level since it is acceptable to the individual would certainly create problem in the future.  Correct placement would facilitate proper comparison with existing people and classify them into a group as  discussed  above.  

Another confusion arises in the minds of Managers while considering the performance of an individual employee.  Performance (or) potential.  While we start with performance in assessing people, it is equally relevant to assess the ‘potential’ as this will become an important aspect in his growth path and in turn enable organization to groom right people for senior level positions.  An organization which always looks outside for senior level positions will demoralize the existing employees if this aspect of ‘potential’ is not considered during each performance evaluation.

The reason for dwelling these issues here is to bring out the point that these are the real  people  who will make things happen or break things in the organization.  This exercise is  essential for the accelerated growth of the organization in a competitive environment.

                                                                                  (TO BE CONTINUED IN NEXT ISSUE)
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	Mr RAJ MUTHU VENKATACHALAM ("Raj") holds the Indian degree of Bachelor of Commerce and is a Fellow member of the Institute of Chartered Accountants of India. Raj has 29 years of Professional experience in large Indian & Zambian Industrial Corporations. 


Raj retired as Chief Audit Executive of EID Parry India Ltd based in Chennai, South India.  As Head of Audit in this company, he made the Internal Audit a value adding service in the organization and established  several audit groups  such as Technical Audit, Systems Audit, Operational Audit,  Projects Audit, Finance & Compliance Audit and other specialized functional area audits.  
Raj has been  associated with the Institute of Internal Auditors Inc. USA , ( the only  global body promoting the profession of Internal Auditing ) since 1976 and has held various leadership positions in this International Institute in the Region of India.  He had served as President of the Bombay Chapter of the IIA India during 1994-95 and was instrumental in introducing the Industry wise Peer Groups to promote effective interaction amongst the Internal Auditors of various Industries.  He had Chaired various Professional Development Committees of the Chapter during that year.  Raj served as the President of the Madras Chapter of the IIA during 2003-04 and under his leadership the Chapter was brought on the world map of IIA in promoting the profession of Internal Auditing. 

Presently Raj is serving as Member of the Board of Research & Education Advisors of IIA Inc., Florida which supports the IIA Board in guiding the global membership on the profession of Internal Auditing. 
	Socks That Slipped
 

	 
	An Internal Auditor put 10 pairs of socks in the laundry, but when they came back 2 socks were missing matches

· Now he has an odd number of purple and green socks, but has only 1 complete pair of green socks. 

· He has 1 more pair of blue socks than red socks. 

· He has more green socks than purple socks. 

How many socks of each color does he have now?

This was published in the last edition. The answer is given in Page-12.
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AN EXTRACT FROM LAWRENCE SAWYER [The celebrity author on Internal Auditing]
 An Ode to Internal Auditors
We test without apology
Both safety and ecology
And inventories, budgets, and production.
Checking scrap and sanitation,
Overtime, and transportation – 
Not forgetting cost accounting and construction.
We test sales and check insurance
(EDP tries our endurance
As we audit payroll, cash, and simulation!)
We study management by objective,
Test controls that are defective,
And evaluate employee compensation.
We do sampling and regression
And there is a strong impression
We’re responsible for catching all crooks.
We are really in our element
With research and development –
But thankfully we do not keep the books.
We check aircraft, trucks and motor cars,
And rockets that fly up to the stars,
And leases, loans – even personnel.
We examine engineering
Even salvage is endearing
And we check on records management as well.
There is nothing we can’t verify –
There’s nothing that escapes our eye.
Alert to all misconduct and to fraud.
We will go where others fear to tread
And as it has often been said,
"We are the eyes and ears of management and the Board."

· By Lawrence Sawyer
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CROSS-WORD PUZZLE (Send your answer to iiamadras@aol.com) FIRST 5 CORRECT ENTRIES WILL FIND THEIR NAME AND PHOTOGRAPH ON THE NEXT ISSUE
	1
	15
	29
	43
	57
	71
	85
	99
	113

	 2
	16
	30
	44
	58
	72
	86
	100
	114

	P
	17
	31
	45
	59
	73
	87
	101
	115

	4
	L
	32
	46
	I
	74
	88
	102
	116

	5
	19
	N
	47
	61
	75
	E
	103
	117

	6
	20
	34
	48
	62
	76
	90
	104
	118

	7
	21
	U
	49
	I
	77
	91
	105
	119

	8
	22
	36
	50
	64
	78
	92
	106
	120

	9
	23
	37
	51
	65
	79
	B
	107
	121

	10
	24
	I
	52
	66
	80
	94
	108
	O

	11
	25
	39
	53
	67
	81
	95
	109
	123

	12
	26
	40
	A
	68
	82
	96
	110
	124

	13
	27
	41
	55
	69
	83
	97
	111
	125

	14
	28
	42
	56
	70
	84
	98
	112
	126


	Hints to solve:
	
	
	
	

	
	
	
	
	
	
	

	4A
	IIA’s headquarters
	
	
	
	

	
	
	
	
	
	
	

	24A
	Number of chapters in India
	
	
	

	
	
	
	
	
	
	

	62D
	A Certification from IIA and not the 
	
	

	
	investigating agency
	
	
	
	

	
	 
	
	
	
	
	

	87D
	Head of Internal Audit referred to by IIA as
	

	
	
	
	
	
	
	

	2D
	It is a framework and not to mistake for a provident fund

	
	
	
	
	
	
	

	92D
	Most comprehensive GLOBAL study on IA
	

	
	
	
	
	
	
	

	31D
	Revised definition of IA added a new role
	
	

	
	
	
	
	
	
	

	21A
	Ideally the Head of IA should be functionally reporting

	
	to this committee
	
	
	
	

	
	
	
	
	
	
	

	80A
	Committee which worked on Internal control framework

	
	
	
	
	
	
	

	40A
	Useful world-wide network of Internal Auditors
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Societe Generale slammed by $7B fraud

French bank to seek $8 billion in new capital after it discovers trader's fraud, takes sub prime-related write-down.

January 24 2008: 11:06 AM EST

PARIS (AP) -- French bank Societe Generale said Thursday it has uncovered a $7.14 billion fraud - one of history's biggest - by a single futures trader who fooled investors and overstepped his authority.

The fraud destabilized a major bank already exposed to the sub prime crisis. France's second- largest bank by market value said it would be forced to seek $8.02 billion in new capital.

Trading in Societe Generale's shares, which have lost nearly half their value over the past six months, was suspended on the Paris bourse. It was unclear when trading would resume.

The bank said it detected the fraud at its French markets division the weekend of Jan. 19-20. In a statement announcing the discovery, it called the fraud "exceptional in its size and nature."

It said a trader at the futures desk had misled investors in 2007 and 2008 through a "scheme of elaborate fictitious transactions."

The trader, who was not named, used his knowledge of the group's security systems to conceal his fraudulent positions, a statement from the bank said.

The individual confessed to the fraud, the bank said, and was being dismissed. His supervisors were to leave the group. Chief Executive Daniel Bouton offered his resignation, but the board rejected it.

An analysis confirmed the "isolated and exceptional nature" of the fraud, the bank said.

The fraud appeared to be the largest ever by a single trader. If confirmed, it would far outstrip the Nick Leeson trading scandal in 1995 that bankrupted British bank Barings. Barings collapsed after Leeson, the bank's Singapore general manager of futures trading, lost $1.38 billion on Asian futures markets, wiping out the bank's cash reserves. The company had been in business for more than 230 years.

The fraud was not as big as the 1991 scandal that led to the demise of the Bank of Credit and Commerce International. Claims by depositors and creditors exceeded $10 billion at the time.

International bank regulators seized BCCI, which had headquarters in Luxembourg, London and the Cayman Islands, on July 5, 1991. They acted on auditors' reports that described huge losses from illegal loans to corporate insiders and from trading transactions.

At Societe Generale, the fraud announcement came on the back of sub prime-related difficulties. Sub prime write downs linked to the crisis in financial markets amounted to $2.99 billion, Societe Generale said.

As a result, the bank is planning a capital hike in the "following weeks."
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The write-down and losses will lead the company to post a net profit of $874 million to $1.16 billion for all of 2007, the Paris-based bank said.

The Bank of France said it was immediately informed of the fraud and was investigating. The French market regulator, the AMF, said it had no comment. France's Banking Federation also declined to comment.

Shares of SocGen closed down 4.1 percent at €79.08 - equivalent to $115.25 - on Wednesday. Full-year results will be announced Feb. 21. 


Source: http://money.cnn.com
STOCK MARKET EXPLAINED
[Contributed by Mr PR Loganathan, Governor & Editorial Advisor]
[image: image3.png]



Once upon a time in a village, a man appeared and announced to the villagers that he would buy monkeys for Rs10. 

The villagers seeing that there were many monkeys around, went out to the forest and started catching them. 

The man bought thousands at Rs10 and as supply started to diminish, the villagers stopped their effort. He further announced that he would now buy at Rs20. This renewed the efforts of the villagers and they started catching monkeys again. 

Soon the supply diminished even further and people started going back to their farms. The offer rate increased to Rs25 and the supply of monkeys became so little that it was an effort to even see a monkey, let alone catch it! 

The man now announced that he would buy monkeys at Rs50! However, since he had to go to the city on some business, his assistant would now buy on behalf of him. 

In the absence of the man, the assistant told the villagers. Look at all these monkeys in the big cage that the man has collected. I will sell them to you at Rs35 and when the man returns from the city, you can sell it to him for Rs50." 

The villagers squeezed up with all their savings and bought all the monkeys. 

Then they never saw the man nor his assistant, only monkeys everywhere!! 
Welcome to the "Stock" Market!!!!!     
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ANSWER TO THE PUZZLE “SOCKS THAT SLIPPED”.
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The Editorial Team, headed by Mr. K.Vidyadharan, has done a commendable job again in putting together the second issue of Audit Universe. The latest issue carries thought-provoking articles, interesting anecdotes, enjoyable humour and a knowledge-enhancing cross-word puzzle. On all your behalf I would like to thank the entire team for the time and effort put in by them in bringing out the high-quality publication. 


�As the very purpose of this magazine is to kindle the professional fire in you, we strive to scout around and publish the best of the materials related to Internal Audit. You could also join this effort by sending your IA related contributions to the editor. The decision of the Editorial Board in accepting the material would be final.


This magazine (published once in two months), together with the President’s monthly communiqué and the refurbished web-site ensure that we stay in close and continuous touch all the time. I am sure you will do your bit in reaching back to the Editorial team with your contributions.


Best Wishes


JRS Reddy














PRESIDENT’S MESSAGE


Dear Internal Auditors,


 It gives me great pleasure to reach across to you once again.  


I am sure you would have enjoyed going through the inaugural issue of the Audit Universe magazine, released in November-07. I would like to thank all those who reverted back to us with comments, and suggestions for improvement. In fact we plan to introduce a new section – Readers’ corner – effective next issue, to reproduce select feedbacks, and inputs received from you. So do not hesitate to share your thoughts with us – it is YOUR magazine.











EDITOR’S NOTE





Dear Readers





We are releasing the 2nd issue with more information for your reading pleasure. We hope that you have enjoyed going thru the first edition and found the contents useful and interesting. It will be interesting and useful to receive your comments so that we can improve the content as well as the other aspects of Audit Universe. So, we request you to share your ideas and constructive criticism thru email to the chapter mail ID (� HYPERLINK "mailto:iiamadras@aol.com" ��iiamadras@aol.com�) or to me (� HYPERLINK "mailto:kvdharan@gmail.com" ��kvdharan@gmail.com�).





On page 7 of this edition we have given a Cross-word Puzzle which has to be answered. The first 5 readers who send correct answers will find their names and photograph on the next issue of the magazine. The answers are to be sent to � HYPERLINK "mailto:iiamadras@aol.com" ��iiamadras@aol.com�. 





A very thought provoking article by our Governor & Editorial Advisor Mr M Rajeshwaron) from USA is given in this issue. He will be our regular contributor of series of articles.





Happy reading.





K Vidyadharan, Chief Editor  
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Green�
3 socks�
�
Purple�
1 sock�
�
Blue�
8 socks�
�
Red�
6 socks�
�
Color�
Clue Given�
This means: �
Number �of Pairs�
Answer:�Number of �Socks�
�
Green�
Now she has an odd number of both purple and green socks, but only 1 complete pair of green socks.�
If she has only 1 complete pair of green socks and an odd number of green socks, then she has 2 (1 pair) + 1 = 3 green socks.�
1 pair + 1 odd�
3�
�
Purple�
She has an odd number of purple socks. She has more green socks than purple socks.�
Since there are more green socks than purple socks, and 1 pair + 1 odd = 3 green socks, the only odd number less than 3 is 1.�
1 odd�
1�
�






Green�
3 socks�
�
Purple�
1 sock�
�
Blue�
8 socks�
�
Red�
6 socks�
�
Color�
Clue Given�
This means: �
Number �of Pairs�
Answer:�Number of �Socks�
�
Blue�
She has 1 more pair of blue socks than red socks.�
Since she has only pairs of blue socks, this number must be even. It must be more than 2, since there are more blue socks than red socks and 2 is the smallest even number (4, 6, 8, 10, ...).�
4�
8�
�
Red�
She has 1 more pair of blue socks than red socks.�
Since there are only pairs of red socks, this number must be even, but less than the number of blue socks.�
3�
6�
�









