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CLUELESS ABOUT GST?
After dithering for years, the government has finally 
bitten the bullet and confirmed that the controversial 
Goods and Service Tax (GST) will finally be implemented, 
come what may. Its decision has been criticised by 
various quarters including politicians, NGOs, businesses 
and the public who fear the new tax will raise costs, fuel 
inflation and hit the middle- and lower-income earners.

In his Budget 2014 speech on 25 September, prime 
minister Datuk Seri Najib Razak confirmed that GST will be rolled out on 1 April 
2015, with the rate fixed at 6%. He said GST implementation will enable the 
government to address the weaknesses in the current taxation system, in particular 
the narrow taxpayer base. The positive thing about the government’s move is that it 
removes the uncertainty over GST implementation, and means that businesses will 
have no choice but to ramp up their preparations to embrace this new tax. 

However, the worrying thing is that many companies and business owners have 
little idea how the GST works, how it will impact their business and what they need 
to do to ensure their processes and software will be GST-ready. Clueless, confused 
and in the dark are just some of  the terms which have been used to describe many 
business owners and company executives’ murky understanding of  the GST.

However, the GST is not only the concern of  the company accountant, though 
they will obviously play a pivotal role in the whole process. In fact, the GST rollout 
goes beyond the finance team as it will also involve staff  from procurement, sales 
and information technology with oversight by the top management. 

The big question is whether the 17-month period before the GST rollout is 
long enough for companies to get their act together. Tax experts say there is 
sufficient time for companies to become GST-ready, provided they start soon and 
don’t leave it until the last moment. Our feature on page 16 explores some of  the 
practical steps that companies need to take to prepare for 1 April 2015.

Lee Min Keong, Malaysia editor, abeditor@accaglobal.com
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▲ BABY BOOM
China announced its intention to relax its one-
child policy – a move which could lead to two to 
three million more babies being born each year

▲ COUNTING THE COST
The Philippines government has estimated that the cost of 
reconstruction following Typhoon Haiyan could reach US$5.7bn

▲ SPACE ODYSSEY
China’s first moon landing probe, launched 
last month, will search for natural resources. A 
permanent space station is planned for 2020
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▲ THE NEW GOLD?
The value of virtual currency the Bitcoin  
quadrupled during November, with the 
Chinese among the biggest enthusiasts

▲ GREAT EXPECTATIONS
With deals from London to Singapore, China 
is ramping up efforts to position the yuan as a 
global currency, challenging the US dollar 

▲ TIME TO TALK
UK prime minister David Cameron (left) met 
China’s vice premier Wang Yang in Beijing 
during a trade mission last month
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data reveals. Ahead of  the 
global average, 28% of  
those surveyed are already 
in director-level positions or 
higher. Jane Cheng, head of  
ACCA Hong Kong, said, ‘They 
have achieved a lot and this 
is down to their hard work 
and the qualification they 
possess. Ninety-two per cent 
of  those surveyed support 
this belief  that their ACCA 
accreditation has helped 
them achieve their goals.’ 

YEAR OF THE SUKUK? 
Hong Kong is being widely 
tipped to consider raising 
funds via Islamic bonds. 
According to a discussion 
paper from the Legislative 

STANDARDS CAN CO-EXIST
Accountants and auditors 
surveyed on the co-existence 
of  International Financial 
Reporting Standards (IFRSs) 
and those issued by the 
Accounting and Auditing 
Organization for Islamic 
Financial Institutions (AAOIFI) 
see no conflict with IFRS 
convergence. Most said 
they would accept financial 
statements that comply 
with IFRS for some items, 
and with AAOIFI standards 
for others. This ‘pragmatic’ 
approach contrasts sharply 
with standard-setters’ views 
in various jurisdictions, the 
Asian-Oceanian Standards 
Setters Group found in its 
survey of  24 Middle Eastern 
and North African countries. 

BIG REFORMS IN CHINA
President Xi Jinping 
has promised ‘sweeping 
changes’ in the coming 
decade, affirming Beijing’s 
commitment to social and 
economic reforms. Key 
features of  China’s third 
plenum include plans to 
relax the long-held one-
child policy, loosen market 
controls, reform land and 
residence systems, open up 
some sectors monopolised 
by state-owned enterprises, 
and abolish labour camps. 
Despite the announced 
reforms being hailed as 
‘unprecedented’, some were 
disappointed that there was 
no word on Local Government 
Financing Vehicles, or details 
on banking sector reform. 

HK LEADERS IN WAITING
Close to half  of  all ACCA 
Hong Kong members (44%) 
have led the finance teams 
in their workplace, ACCA 

Council, a bill may be 
presented to lawmakers 
as early as Q1 2014. 
Hong Kong’s apparent 
hunger for Islamic finance 
business comes at a time of  
increasing competition for 
the lucrative sector. Hong 
Kong could even be aiming 
to beat Britain in issuing a 
debut sukuk, which prime 
minister David Cameron has 
flagged could take place in 
the UK in 2014. 

ONLINE ADVICE ON RISE
Hongkongers are turning 
away from financial advisers 
and are using the internet, 
or the word of  family 
and friends instead, data 

suggests. According to 
Friends Provident, an Isle 
of  Man insurance company 
with an office in Hong Kong, 
as much as 45% of  those 
surveyed said they would 
look for advice online, 
although older investors 
were more likely to seek 
advice from a qualified and 
registered professional. 
Popular resources included 
financial publications, web 
forums, company websites 
and general finance websites. 

CHINA CLEARS THE AIR 
Two more pilot carbon 
trading schemes have 
been launched – in Beijing 
and Shanghai – as China 
ramps up its efforts to cut 
greenhouse gas emissions 
and reduce urban smog. The 
first of  seven pilot schemes 
opened in Shenzhen last 
June. Another, covering 
Guangdong province 
(population 100+ million), 
will be the world’s second-
largest Emissions Trading 
Scheme. The government 
hopes climate targets will 
help it meet policy goals 
on pollution, sustainable 
development and industrial 
restructuring. Carbon 
credits could also incentivise 
operators to close down 
inefficient plants.

RENMINBI BOND SALE
China has used the Hong 
Kong Stock Exchange (HKEx) 
to sell renminbi (RMB) 
bonds to retail investors. An 
initial RMB13bn was issued 
in June 2013, after the State 
Council allowed RMB23bn 
(US$3.8bn) of  sovereign 
bonds to be issued in Hong 
Kong, but the November 
issuance of  RMB10bn 

TR
EN

D
S

News round-up
This month’s stories include a survey’s findings on the co-existence of accounting standards, 
‘unprecedented’ reforms being promised in China and Hong Kong’s consideration of sukuk

INDIA IS TOP INVESTMENT OPTION
India has overtaken China as the most 
attractive investment destination, 
according to a report by EY, with the sharp 
depreciation in the rupee and opening up of 
new sectors to foreign players boosting the 
South Asian nation’s allure. 

Companies are most likely to invest in 
India, followed by Brazil (2), China (3), 
Canada (4) and the United States (5), 
according to EY’s ninth bi-annual Capital 
Confidence Barometer. 

1 INDIA

2 BRAZIL

3 CHINA

4 CANADA

5 US
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marked the first time HKEx’s 
facilities were used for a 
public bond offering to retail 
investors. Charles Li, HKEx 
chief  executive, said the 
listing would enhance Hong 
Kong’s status as an offshore 
RMB centre. 

TAX TALKS ADVANCE
Singapore is moving closer 
to a Foreign Account Tax 
Compliance Act (FATCA) 
agreement with the US, 
following talks between 
prime minister Lee 
Hsien Loong and United 
States Secretary of  the 
Treasury Jacob Lew. The 
two statesmen exchanged 
views on international and 
regional developments, 
including ASEAN’s efforts 
towards greater economic 
integration, and the 
progress of  the ongoing 
Trans-Pacific Partnership 
negotiations. Afterwards, 
the government underscored  
Singapore’s preparedness 
to engage in automatic 
exchange of  information ‘as 
long as it is undertaken on a 
level-playing-field basis’. 

EXPATS FAVOUR CHINA 
After holding the top spot for 
the past two years, Singapore 
has fallen to third place in an 
annual global survey on the 
most desirable countries for 
expatriates to work and live 
in. In the 2013 HSBC Expat 
Explorer survey, the lion city 
relinquished the crown to 
China, followed by Germany. 
Singapore was still rated by 
parents as the safest place 
to raise children abroad, but 
more than half  of  the 228 
expatriates polled cited job 
security as a threat to their 
financial well-being.  

IN THE RECORD BOOK
Some 1,000 accountants 
and finance professionals 
have secured a place in 
the Singapore Book of  
Records for the most 
number of  people donating 

books at one location for 
underprivileged children. The 
Book Donation Drive, held 
on International Accountants 
Day, was organised to invest 
in the future of  children 
through education, and 
benefit those from less 
fortunate backgrounds. The 
event was believed to have 
been the largest gathering 
of  accounting and finance 

TR
EN
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THE BILLIONAIRE SKYLINE
Hong Kong has come in second in a list of cities with the most billionaires 
(75), behind New York, with 96. Moscow followed with 74. Three Chinese 
cities ranked in the top 20: Beijing in 7th place (with 26 billionaires); 
Shanghai in 16th (19 billionaires); and Shenzhen in 19th (16 billionaires). 

Hong Kong has 75 US-dollar billionaires who reside and primarily conduct 
their business there. The average billionaire has four homes worth nearly 
US$20 million each, an art collection worth US$14 million and is most likely to 
live in Europe, the inaugural Wealth-X and UBS Billionaire Census 2013 shows.

‘There’s really no such thing as an ‘average’ billionaire, but as we look 
at numbers, the average billionaire has a net worth of  US$3 billion, cash 
equivalents of  US$545 million, an average of  2.1 children, is 63 years of  age 
and possesses luxury assets and personal holdings of  US$136 million,’ said 
Mykolas Rambus, chief  executive of  Wealth-X.

KEY:
Billionaire
population

Total wealth 
($USbn)

professionals in Singapore 
with more than 3,000 
attendees in total. 

ACCOUNTING UPGRADE
Beijing has unveiled plans to 
revise the national economy 
measurement system in line 
with international standards. 
The system, possibly to be 
finalised by end-2014, will 
reckon spending on research 

and development as a form 
of  fixed capital and calculate 
it into GDP. Other changes 
include the method of  setting 
value for self-owned housing 
of  urban residents, counting 
the income made from 
transferring land-use rights 
into farmers’ income, as well 
as the creation of  an index for 
employee stock options as a 
form of  labour wage. » 

$250bn

$529bn

$1,139bn

$1,104bn

$1,970bn

$1,470bn

$50bn +

$25bn - $50bn

$10bn - $25bn

$5bn - $10bn

$2bn - $5bn

$1bn - $2bn

4
17

90
17

4

71
0

1,
17

5

Total:

2,170 
$6,516bn

9ROUND-UP | NEWS

ACCOUNTING AND BUSINESS



LONDON CALLING
China’s first offshore debt 
sale in the UK has been 
completed, as Beijing 
presses ahead with building 
the renminbi into an 
international currency. In 
London, the state-owned 
Industrial and Commercial 
Bank of  China (ICBC) 
– China’s biggest bank – 
issued bonds to the value  
of  RMB2bn (£206.3m) –  
a deal managed by the  
Royal Bank of  Scotland, 
Standard Chartered and 
JP Morgan. UK Treasury 
minister Sajid Javid said 
that ‘should London 
decide to pursue a local 
infrastructure arrangement, 
Chinese banks have a great 
advantage in providing 
clearing services’. 

ACCOUNTANTS NEEDED
More accountants are 
needed for Malaysia to 
achieve Vision 2020 and 
be known as a high-income 
nation, Malaysian Institute 
of  Accountants president 
Johan Idris said in an 
interview with The Star. For 
a country to have a mature 
capital market, ‘it needs 
accountants because we 
provide confidence and 
assurance’, he said, adding, 
‘We have a role to play to 
ensure that the capital 
markets are robust and 
forward-looking.’ To date, 
the statutory body has just 
under 30,000 registered 
members, for a population 
of  almost 30 million.  

MALAYSIA’S GST DATE
The Malaysian government 
has set a timeline – April 
2015 – for implementation 
of  a Goods and Services  
Tax (GST), which will be set 
at 6%. But while the GST 
and other structural tax 
reforms are ‘commendable’, 
they are no silver bullet to 
plug Malaysia’s budget gap, 
revitalise the country’s credit 
ratings and boost investors’ 

‘NEW ERA’ IN TAX CO-OPERATION
International efforts to combat tax evasion and avoidance have received a boost as 
two more jurisdictions join the 60-plus countries that have already agreed on tax 
co-operation. Liechtenstein and San Marino became the 62nd and 63rd signatories 
to the Organisation for Economic Co-operation and Development’s (OECD’s) 
Multilateral Convention on Mutual Administrative Assistance in Tax Matters at the 
sixth global forum on transparency and exchange of information for tax purposes, 
held in Jakarta, Indonesia.

Support for central transparency and information exchange objectives is increasing 
rapidly: the number of  jurisdictions that have signed or are covered by the convention 
has almost doubled since the fifth global forum in Cape Town in October 2012.

At each forum, a key topic of  discussion is the move by tax authorities worldwide 
from bilateral to multilateral co-operation, and from exchange of  information on 
request to automatic exchange. The convention provides a comprehensive multilateral 
framework for such co-operation and complements other initiatives, such as the 
standardised multilateral automatic exchange model being developed by the OECD 
and its G20 partners. The OECD believes its convention is the ideal instrument to 
swiftly implement automatic exchange, and to do so with a wide range of  partners.

In Jakarta, Dr Muhammad Chatib Basri, Minister of  Finance of  Indonesia, 
congratulated all forum members on the progress to date: ‘At a time where most 
economies are extremely fragile, having so many jurisdictions working together and 
agreeing on very sensitive outcomes to improve international tax co-operation is key 
and extremely positive. I have no doubt that this is the kick-off  to a new era in the 
global tax environment.’

confidence, opined Yee 
Wing Peng, country tax 
leader of  Deloitte Malaysia, 
after the Budget 2014 
announcement. Yee said  
that efforts need to be 
intensified in the area 
of  public spending 
management and subsidy 
rationalisation to restore the 
nation’s fiscal credibility.

RULES RULE, OK? 
Michel Prada, chairman of  
the IFRS Foundation Trustees, 
has warned individual 
countries against trying to 
influence IFRS standards to 
match their specific needs. 
Speaking at the Financial 
Accounting Standards 
Foundation in Tokyo, Prada 
said nations must accept 

► A STEP FORWARD
Jakarta hosted the 
sixth global forum on 
transparency

that adopting IFRS means 
commitment to a single set 
of  global standards, and they 
will not be able to maintain 
local GAAP. He acknowledged 
that achieving a single set of  
high-quality, global standards 
is not an easy goal, but an 
important one. ■

Compiled by Peta Tomlinson
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DIVERSE APPROACH
Innovation in attracting talent and promoting diversity has proved to be the secret of 
CIMB Group’s success, as head of corporate resources Hamidah Naziadin explains

Hamidah Naziadin, who 
has 26 years’ experience in 

human resources (HR) in the 
financial industry, is CIMB Group’s 

head of corporate resources and 
a commissioner of CIMB Niaga. She 

holds regional responsibilities for group 
HR, group administration and property 
management, and sports and recreation. 

Hamidah also oversees the group’s 
Commerce Leadership Institute and corporate 
responsibility initiatives. Under her leadership, 
her team has won several HR awards in 
Malaysia and across Asia, most recently: the 
EY award for Asean’s Best Employer – Large 
Corporation; HR Asia Best Employers to Work 
For in Asia 2013; the Life at Work Award 
(Ministry of  Women, Family and Community 
Development); Best Innovation on Campus 
(for the CIMB ASEAN Stock Challenge); and 
Best Internship Experience. 

Hamidah holds a Bachelor of  Law degree 
from the University of  Wolverhampton, UK.

‘After a short while, the personnel manager told me there 
was a position in the department as confidential personnel 
assistant and the salary was RM500. I didn’t know what the 
role entailed but the salary was RM90 more so I said yes.’ 

Hamidah stayed at Pacific Bank for eight years and in 
that time pursued an HR course and later a law degree 
from the University of  Wolverhampton, UK. When she saw 
an advertisement to head CIMB Securities’ HR department, 
she decided to apply. ‘I thought I was ready for it,’ she says, 
‘and the rest is history.’ 

Evolving strategies
Over the years, Hamidah has seen how the HR role has 
evolved and gained in importance, becoming what it is 
today, which is a strategic business unit in an organisation. 
The evolution is especially apparent within the group as a 
result of  its aggressive growth. 

‘CIMB in its humble beginnings was just a local 
investment bank and we have evolved and transformed to »  

H
amidah Naziadin subscribes to the ethos that 
behind every problem or challenge lies an 
opportunity to improve and excel. It’s a belief 
that’s been shaped by her humble beginnings 

and influenced by leaders who have taught her that each 
mistake or problem is simply a chance to do better. And 
it is this belief, along with a healthy dose of maturity, 
self-confidence and chutzpah, that has guided Hamidah 
throughout her 22 years at the CIMB Group and to her 
position as head of corporate resources. 

‘Challenging moments give me a chance to see whether 
I can do things better,’ she says. ‘That has always been my 
approach and it’s also a message I send to my staff. I tell 
them that they have to learn from their mistakes and, if  they 
do learn, then it means they will improve and be better.’ 

Hamidah describes herself  as a no-nonsense leader. She 
recognises that she is a taskmaster and makes no apologies 
for this. ‘We are here for a job so we should do our best. 
I feel strongly the need to do an honest job. Integrity is 
extremely important to me,’ she says. 

The youngest of  four children, Hamidah was born and 
raised in Ipoh, Perak. Her father died when she was young, 
leaving her mother to support the family. ‘In those days 
money was difficult to come by and we had to do all we 
could to survive and make ends meet,’ says Hamidah, 
recalling having to earn pocket money by doing odd jobs and 
selling homegrown vegetables in the market. 

‘When you have nothing – literally nothing – it toughens 
you up a lot,’ she says. ‘The only way I knew to achieve many 
things was through hard work, so I’ve never been introduced 
to the notion that there are shortcuts to success.’ 

The experiences of  her youth shaped the way 
she’s viewed the world – in particular, how to look for 
opportunities amid the challenges. Hamidah talks about the 
time her eldest sister entered a beauty pageant because one 
of  the prizes was a rice cooker. 

‘We were cooking with charcoal, so a rice cooker was 
something we wanted,’ she recalls. ‘It’s the challenges that 
drive you to get the results that you want,’ she says. ‘When 
my sister later entered the Miss Malaysia pageant it was 
because we wanted a car and the prize was a Datsun!’

Hamidah’s journey in human resources (HR) was also born 
from that desire for new opportunities. While waiting for her 
A-Levels results, she applied to Pacific Bank and joined as a 
bank teller with a monthly salary of  RM410. 

CV
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Response has been good, says Hamidah, disclosing 
that it was piloted last year with 12 participants at PwC. 
Participants are employed by PwC in the first two years, 
where they work within audit while pursuing the ACCA 
Qualification. In the third year, they will join CIMB Group 
where they will be exposed to classroom training and be 
rotated across the various departments within the banking 
group. Participants then return to PwC in the fourth year 

and complete their professional exams. 
CIMB’s efforts in offering high 

standards of  learning and development 
and continual investment in developing 
skills has resulted in the group being 
an ACCA Approved Employer.

Championing diversity 
The group is also a big proponent of  diversity, says Hamidah. 
‘Our vision is to be the leading Asean company. Our customer 
base is very diverse and, if  you have a diverse customer base, 
the bankers themselves need to be diverse. Here, diversity is 
not just measured by race or gender but also by experience. 
The more diverse we are and the more people we have from 
different backgrounds means we will be able to offer value-
added products and services to our customers,’ she explains.

The group has also experienced success as a result 
of  diversity. ‘From the business side, we’ve come up with 
lots of  interesting products. It’s also a great retention and 
attraction tool. People want to join CIMB because we give 
them that regional exposure through our enlarged footprint. 
And because we’re a universal banker there’s more than 
geographical exposure; our people also gain exposure to 
asset management, investment banking and consumer 
banking,’ she adds.

Hamidah is also proud of  the fact that women are 
well represented within the group. ‘There are many 

become an Asean bank,’ she says. ‘With that, our human 
capital strategies have evolved – from the way we attract 
and retain talent to how we engage them. We have had to be 
very flexible and adaptable in the strategies that we employ 
because it’s not a case of  one size fits all.’

Hamidah has rolled out various leadership development 
initiatives, including the CIMB-INSEAD Leadership 
Programme and the CIMB-NTU Accelerated Universal 
Banking Programme, to groom future leaders and universal 
bankers. She also introduced the biennial CIMB SEA Games 
as a platform to build a strong sense of  camaraderie among 
employees across the region. 

In partnership
In addition, Hamidah set up the CIMB Academy to build 
a competent workforce and has been instrumental in 
developing talent management initiatives such as The 
Complete Banker and CIMB Fusion programmes to groom 
and nurture young graduates who join the group. She is 
especially proud of  the latter initiative, pointing out that 
this was born out of  a challenge, namely the difficulty in 
securing talent. 

‘Organisations are competing with each other for talent 
and I wanted to look at things differently, and that’s how 
Fusion came about,’ Hamidah says. ‘The dilemma faced 
by graduates today is which company to work for. With the 
Fusion programme, graduates sign up with two employers – 
CIMB Group and one of  our programme partners.’

The stint at CIMB Group offers participants broad 
exposure to the banking and finance industry, while 
programme partners offer exposure in fields such as 
accountancy, consulting, IT, communications, law and 
teaching. The programme partners are PwC, Accenture, HP, 
Draftfcb, ZICOlaw and Teach for Malaysia. 

‘We are offering graduates two experiences bundled 
into one opportunity. The training gained at CIMB and our 
programme partner will give participants diverse insight 
into the working world and enable them to learn more about 
their own professional aspirations. 

‘Say I take on someone who has had a stint at PwC. 
They will bring an extra edge to CIMB because of  their 
understanding of  auditing and accounting. On the other 
hand, should a participant choose to pursue a career with 
PwC, they would be able to draw on their banking knowledge 
learned from the best in Asean. Whichever path they decide 
to take, participants can move forward with confidence 
thanks to their experiences with world-class firms.’ 

CIMB Group is Malaysia’s second largest 
financial services provider and one of 
Asean’s leading universal banking groups. 
The group offers consumer, investment and 
Islamic banking, asset management and 
insurance products and services. 

The business operates through three main 
brand entities: CIMB Bank, CIMB Investment 
Bank and CIMB Islamic. CIMB Group is 
also the 97.9% shareholder of  Bank CIMB 
Niaga in Indonesia, and 93.7% shareholder 
of  CIMB Thai in Thailand. Headquartered 
in Kuala Lumpur, the group is now present 
in eight out of  10 Asean nations and also 
has market presence in China, Hong Kong, 
Bahrain, India, Sri Lanka, Australia, Taiwan, 
Korea, the US and UK.BA

SI
CS

▌▌▌’WE HAVE HAD TO BE VERY FLEXIBLE AND 
ADAPTABLE IN THE STRATEGIES WE EMPLOY 
BECAUSE IT’S NOT A CASE OF ONE SIZE FITS ALL’
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women in decision-making positions, so that in itself  
is a real attraction tool,’ she says, disclosing that in 
Malaysia, women make up 20% of  the board of  directors 
in the various companies within the group. Women 
also make up 33% of  the top management and 46% 
of  senior executives. Overall, in Malaysia, 58.4% of  the 
group’s employees are women.

‘I don’t have trouble attracting or retaining women 
within the group. Although there are women who leave the 
organisation when they have children and their priorities 
change, there are women who, despite their busy schedules 
and having young children, want their career because they 
find the environment exciting,’ she says. 

Nonetheless, Hamidah is mindful of  the need to ensure 
that employees remain content, particularly with respect to 
satisfying their work-life balance needs. ‘We have to keep 
evolving, from simple things like allowing them to go home 
early during the fasting month, to getting a crèche ready and 
organising safety workshops for their children. This way, they 

know that CIMB values them and sees 
them as more than just employees, 
that we’re a caring employer.’

To an extent, these initiatives have 
also stemmed from Hamidah’s own 
experiences as a working mother 
of  three. ‘When we thought of  the 

workshops for children, for example, it is because I have 
children myself  and I fear for their safety. You want to teach 
them as much as you can,’ she says. 

Though she admits that rising to the top management 
has not been without sacrifices, there have been no regrets. 

‘I am driven by achievement,’ she says. ‘I like to see and 
get things done. I speak my mind and I am also bold enough 
to try something new. Over the years CIMB has definitely 
been the right platform. We go through this world once and 
it gives me such satisfaction that I am able to touch people’s 
lives and make a difference. 

‘Sure, there will be sacrifices. I wish I had more 
beauty sleep, more time for cooking or reading, but 
there will be time for all that when my children grow up 
and leave the nest,’ she says. In the meantime, there’s 
work to be done, challenges to confront and  
opportunities to uncover. ■

Sreerema Banoo, journalist

▌▌▌’PEOPLE WANT TO JOIN CIMB BECAUSE  
WE GIVE THEM THAT REGIONAL EXPOSURE 
THROUGH OUR ENLARGED FOOTPRINT’
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COUNTDOWN TO GST
With a rollout date set for 2015, the Malaysian Goods and Services Tax has been a hot 
political potato for a number of years, but how many companies are prepared for it?

W
eeks after its confirmation in October that 
it will be rolled out in April 2015, many 
business owners and executives in Malaysia 
are just warming up to the idea of the Goods 

and Service Tax (GST). Many are still clueless as to what 
it means to their business. GST may have been hotly 
discussed in political circles for the last couple of years, 
but many businesses are only now just trying to grasp its 
widespread impact.

In his speech on the proposed Federal Budget 2014 
on 25 September, prime minister Datuk Seri Najib Razak, 
who also doubles up as finance minister, outlined the 
country’s plan to roll out GST. Come 1 April 2015, GST will 
be operational, with the rate fixed at 6%, the lowest at the 
moment in the region. 

‘With the implementation of  GST, the government will 
be able to address the weaknesses in the current taxation 
system. As an example, if  we were to buy a carbonated 
drink in a restaurant today, we would not notice that we are 
paying double taxes which are sales tax and service tax,’ he 
said in his budget speech.

Gearing up for GST
GST, also known as value added tax (VAT) in some 
jurisdictions, does not impact merely the company 
accountant. This is the basic awareness businesses will have 
to quickly come around to. ‘It involves all the stakeholders 
in an organisation,’ says Deloitte Touche Tohmatsu Tax 
Services managing director Yee Wing Peng.

The GST rollout goes beyond the finance team. It also 
involves procurement, sales and information technology. The 
IT team, for example, will need to roll out a comprehensive 
system to capture the input and output taxes.

At this juncture, Yee estimates that only 5% of  Malaysian 
companies that will be impacted by GST are ready to 
embrace the new tax. But they have time. The government 
has given them a 17-month headstart. However, Yee also 
notes a shortage of  IT consultants and tax professionals 
as a potential resource challenge to companies. ‘People 
are suddenly getting interested in GST implementation and 
there is a rush to put up a GST taskforce.’

That is only to be expected. Forming an internal GST 
taskforce is one of  the initial steps for companies to be 
GST-ready. Asked what should companies be doing now that 
GST is coming their way, most accountants and finance 
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COUNTDOWN TO GST managers pointed to forming a GST implementation 
committee. Next, quickly engage a tax and IT consultant, if  
they don’t have the resource in-house. 

‘We have set up a committee, consisting of  the managing 
director and myself,’ says Gintell Rest N Go senior finance 
manager Jordan Wong. ‘However, we can’t do much yet as 
we are awaiting for more concrete announcements from the 
government.’ Gintell is involved in renting vending massage 
chairs at public places, with subsidiaries in Singapore, 
Thailand, Vietnam and the Philippines.

Wong says the parent can learn from the operations of  
its subsidiaries where GST is already in vogue. ‘But every 
country will have differences in regulations, I suppose. I 
understand it is similar to Singapore, with input and output, 
and e-filing,’ he says. Neighbouring Singapore introduced 
GST in 1994, with a rate of  3%. Since July 2007, the rate 
has stood at 7%.

Here, one of  the immediate challenges facing 
companies is the ability to spare hands to 
manage the GST regime. This is more likely if  the 
company is experiencing good business  growth. The more 
obvious hurdle would be getting people 
with exposure to the GST environment. 
Even consultants are facing a talent 
crunch on this front.

‘We have a challenge getting 
experienced people,’ acknowledges 
Deloitte’s Yee. ‘So we are looking at 
getting technical support from our 
foreign counterparts, especially the 
Singapore office.’

For consultants and CFOs, the difficulty lies in 
mapping out the detail. Yee says: ‘They have never done 
it before. Hence, it will be difficult to visualise the entire 
implementation process. And when it comes to the detail, 
you need people with experience, even for changing the 
software, and this is not readily available in Malaysia.’

Still in the dark
As mentioned earlier, many company executives are still in 
the dark about GST, yet as the financial controller of  a waste 
recycling company commented, the pressing concern for 
him is if  his company’s business is taxable. If  taxable, he 
believed it would have a ‘great impact’ on its cash flow as 
they would need to pay GST first. 

‘We’re not sure if  we are affected,’ says Faun Chee Yarn 
from KS Secondary Fibre Supplier. ‘We deal with company 
waste. We recycle waste paper and plastic. At the moment, 
it is not taxable. We don’t find it in the list – whether zero-
rated or taxable. If  it’s not there, then it should be taxable, 
but we are not sure.’

The company has had some experience in dealing 
with a changeover to the GST regime. Its subsidiary in 
China underwent the change in tax landscape when China 
introduced VAT as part of  the nation’s major tax reforms.

‘There we were exempted for the first year, charged half  
the rate in the second year,’ he says. The VAT rate in China 
today is 17%. Thankfully the waste recycling company, 
based in the state of  Selangor, believes it has enough in-
house resources to help it become GST-compliant.

Similarly, the chief  of  an engineering and construction 
services provider is also asking some basic questions. While 
residential properties are exempted from GST, Kimlun Corp 
Bhd CEO Sim Tian Liang and his counterparts are seeing 
how it will impact the commercial side. ‘When we buy raw 
materials, how do we differentiate between residential and 
commercial? These are some of  the grey areas,’ he says.

Computing power for GST
Small and medium-sized enterprises also seem to be 
particularly in the dark. ‘Judging from past experiences, 
the recent announcement [on GST] will take some time 
before it cascades down to the SMEs,’ says Michael Cho, the 
managing director of  Sage Software, a subsidiary of  the UK-
based computing software company with a strong presence 
in the accounting arena.

Cho notes how SMEs responded when Malaysia 
introduced schedular tax deduction in 2009, a change in the 
way tax payment was collected. ‘Then, just like GST now,  
people did not understand what was happening. You get all 
kinds of  misinformation. I see that happening with GST.’

For its part, Sage is launching GST awareness seminars 
in December to assist its customers in managing the change 
to the new tax regime. It’s being touted as a ‘complete 
programme to assist businesses in getting to know GST and 
eventually getting compliant’.

When it comes to computing and software, Cho says the 
issue should not be financial, but a matter of  starting the 
process. ‘You need the software, and the people who can 
handle it,’ he says. To automate, he estimates that smaller 
firms can do so with entry-level products that cost between 
RM1,000 to RM3,000.

For its part, the government has proposed RM150m 
financial assistance to SMEs to purchase accounting 
software in 2014 and 2015.

Cost concerns
Accounting software is just one of  the cost concerns for 
companies. And the concern is not unwarranted. 

The Australian experience can be instructive. Australia 
went the GST way in July 2000. In a study three years » 

▌▌▌’WITH THE IMPLEMENTATION OF GST, THE 
GOVERNMENT WILL BE ABLE TO ADDRESS THE 
WEAKNESSES IN THE CURRENT TAXATION SYSTEM’
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down the road, it was found 
that despite the federal  
government’s assurance of  its 
concern for tax simplification, 
replacement of  the 
Wholesale Sales Tax (WST) 
by GST substantially raised 
operating costs, especially 
tax compliance costs, for 
Australian small business.

Subtracting tax 
deductibility and cashflow benefits, the net recurrent 
compliance costs of  GST for small business was estimated 
to be $1,244 on average, according to the Journal of the 
Australasian Tax Teachers Association (2005 Vol 1, No 
2). In addition to monetary costs, the report noted that 
small business taxpayers also appeared to suffer some 
psychological costs.

In its engagement with the Malaysian business community, 
the Royal Malaysian Customs director of  internal taxes 
Subromaniam Tholasy says the authorities are mindful of  
the perceived high initial and compliance cost to businesses 
to implement GST. To allay their concerns, he points out that 
the government has proposed several measures. For example, 
the cost of  purchasing ICT equipment and software is given 
accelerated capital allowance until 2016. On top of  that, 
expenses for training in accounting and ICT relating to GST 
are to be given as tax deduction for 2014 and 2015. There is 
also the RM100m training grant provided to businesses that 
send their employees for GST training in 2013 and 2014.

Another concern is the ability of  
the government to pay GST refunds 
within the stipulated time-frame. On 
this, Tholasy says the authorities 
will ensure refunds are paid within 
the promised 14 or 28 working 
days; and that authorities will also 
establish a GST Refund Fund.

Late refunds
‘Interest on late refunds can be 
considered later,’ he said in a 
presentation to an accounting-
related seminar in Kuala Lumpur  
in October.

Taking its cue from the Australian 
experience, one potential area of  
concern would be to keep up to date 
with paperwork. GST tax reform 
was seen by some small business 
operators as something preventing 
them from overseeing day-to-day 
business affairs, according to 
the Journal of the Australasian Tax 
Teachers Association.

Still in the dark
It also reported that external tax advisory costs increased 
for almost all respondents, with some of  them saying that 
accountants had used the GST as a pretext for charging 
higher fees.

On the part of  the government, prime minister Najib 
says that the GST legislation, computerised systems, 
training of  officers, GST infrastructure and a comprehensive 
communication plan have all been completed.

As of  now, the ball is firmly in the court of   
companies to start working on ensuring they are GST-
compliant. There is no time to waste as the clock has  
already started ticking. ■

Rehmat Mansoor, journalist

In view of the impending rollout of 
GST, what can and should companies 
do right away?

1 Set up a GST team. Companies 
should set up an internal GST 
implementation team comprising 
members from all departments 
likely to be affected. It should not 
just be left to the accountants/
CFOs. Representation from IT and 
marketing are also key.

 
2 Engage tax or IT consultant. If  

necessary, get external assistance. 
This will alleviate the stress and 
burden on existing staff  who may 
not have the required skillsets to 
handle implementation of  GST.

3 Attend GST seminars and talks. 
Get key people to attend GST-
related seminars and talks. This will 
give them a better understanding 
of  the issue. The government 
intends to provide a training grant 
of  RM100m to businesses that 
send their employees for GST 
training in 2014–15.

 
4 Adopt new software. For smaller 

companies, this is a good time 
to upgrade their accounting 
software or adopt one if  they don’t 
have one yet. The government is 
setting aside RM150m in financial 
assistance to SMEs for the 
purchase of  accounting software 
in 2014–15.

FOR MORE INFORMATION:

Ministry of  Finance: http://tinyurl.com/ministry-finance

GST ACTION PLAN

◄ NOT ALL IN FAVOUR
A woman covers her face with 
an anti-Goods and Services Tax 
(GST) placard during a protest 
in front of Parliament House 
in Kuala Lumpur, Malaysia. 
The long-delayed GST is due 
to become operational on April 
2015 at a rate of 6 per cent
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All change for accountancy
With plans to strengthen the accountancy profession, the countdown to GST and 
corporate law reform in the offing, 2014 is a big year for Malaysia, says Errol Oh

This year looks set to be an eventful 
one for accountants in Malaysia. The 
expected unveiling of an action plan 
for the Malaysian accountancy sector 
will by itself be a major turning point, 
but that is not all. In 2014, we will 
also see the run up to the introduction 
of the goods and services tax (GST) 
and perhaps the enactment of a new 
Companies Act.

The coming 12 months will likely be 
a period of  learning, adjustments and, 
hopefully, improvements. Here is a look 
at several anticipated developments 
this year that will have significant 
impact on accountants and businesses 
in Malaysia:

A plan for a stronger profession
Following the World Bank’s 
assessment of  the accounting and 
auditing environment in Malaysia, 
the Committee to Strengthen the 
Accountancy Profession (CSAP) was 
formed last year to come up with 
strategies and measures to bolster 
the profession and to enhance its 
capacity to raise the country’s 
competitiveness.

Audit Oversight Board 
executive chairman Nik Mohd 
Hasyudeen Yusoff  chairs the 
multi-agency committee. Its 
other members represent 
the finance ministry, Bank 
Negara, the Companies 
Commission of  Malaysia 
(CCM), the Accountant 
General’s Department 
and the Malaysian 
Institute of  
Accountants.

The original target 
was for the CSAP to 
release a report by 
the end of  last year. 
However, the task of  
gathering input from 
stakeholders has taken 
longer than planned. 
That may not be a bad 
thing. If  the action 
plan is to be a game 

which centred on the review of  the 
Companies Act 1965, the authorities 
are ready to replace the legislation. In 
July last year, the CCM published an 
exposure draft on the Companies Bill. 
The consultation period has ended, 
and presumably the Bill is being 
tweaked to incorporate some of  the 
feedback. It will probably be tabled in 
Parliament this year.

 
Resolving transitional issues
The Malaysian Accounting Standards 
Board has thrice allowed agriculture 
and real estate companies to defer the 
adoption of  the Malaysian Financial 
Reporting Standards Framework. This 
is because the International Accounting 
Standards Board is still working out 
the issues arising from standards 
that apply to plantation and property 
players in Malaysia. 

A satisfactory resolution 
will help demonstrate 
that the global 
convergence of  
accounting standards 
is indeed practicable.

 
Better budgeting?
A few years ago, the 
Malaysian government 

decided to switch 
to outcome-based 
budgeting (OBB) 

so that its budget 
allocation and 

expenditure would be 
more efficient and effective. 

The OBB approach emphasises 
the impact and effectiveness 
of  projects and programmes. 
This requires a focus on value 
for money and on projects with 

high multiplier effect.
This year, for a start, the performance 

of  three ministries will be evaluated 
based on OBB. It will be a 

test of  this new way 
of  budgeting. ■

Errol Oh is executive editor 
of The Star

changer, it should take into account the 
spectrum of  interests and views.

 
Getting ready for GST
As part of  the country’s biggest tax 
restructuring ever, the GST will be 
imposed in Malaysia from April 2015. 
This will surely be preceded by plenty 
of  dialogue, education, training and 
investments in systems. The services 
of  indirect taxation specialists will be 
in great demand, and businesses will 
rely on their accountants to ensure a 
smooth transition to the GST regime.

 
Corporate law revamp
Almost a decade after the start of  the 
Corporate Law Reform Programme, 
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The war on attrition
Talent management tops the list of CFO concerns, so the results of an analytics study of 
attrition drivers at Deloitte in the US hold useful lessons, reckons Cesar Bacani

We hear so much about analytics as a 
concept these days – but not so much 
on how it is applied in the business. 
So it was very interesting to me to 
read about how Deloitte, the world’s 
second largest accounting firm by 
revenue, has been deploying analytics.  

Deloitte’s US practice is trying to 
understand the dynamics of  attrition 
among its more than 61,000 partners, 
principals and staff. Last year, it 
analysed extensive time-series-based 
HR data that included information 
about age, gender, travel expenses, 
timesheets and project financials. 
It also looked at market-related 
information such as the unemployment 
rate and gross domestic product 
change in the US.

Writing in Human Resource Executive 
Online, Deloitte US consultants Amel 
Arhab, John Houston, Vishwa Kolla and 
John Lucker discussed some of  the 
drivers that they discovered motivate 
finance professionals and other 
specialists at the accountancy firm:

* Those who did not travel or had a 
disproportionately lower level of  
travel than their peers tended to 
leave Deloitte.

* Those who took all of  their paid 
leave tended to stay on, compared 
with peers who did not take time off  
or whose responsibilities made it 
difficult to do so.

* Those who frequently worked with 
teams comprising members 
regarded as star performers 
tended to leave at a higher 
rate than those not so 
frequently assigned.

* Those who blogged 
regularly and/or 
participated actively in 
social media networks 
exhibited lower 
attrition rates.
These patterns are 

particular to Deloitte in 
the US, of  course, but the 
correlations are suggestive. 
It is not inconceivable for 
finance professionals in 

current positions, rotation and training 
programmes would be triggered and 
redeployment strategies initiated,’ the 
authors report.

Other actions that can be taken 
include slowing down the work pace 
of  a mid-tenure employee assigned to 
high-burn projects that require a lot of  
travel, encouraging employees on high-
burn projects to take more time off  
between assignments, and assigning 
lower tenured employees to projects 
that involve travel.

What if  the employee is 
underperforming? Some in Deloitte 
who were flagged as likely to leave had 
been rated at the lower end of  the 
performance axis. In these cases, 
wrote the consultants, no action 
was taken, although they didn’t say 

whether the underperforming 
employees eventually left of  

their own accord.
For those star 

performers 
the company 
wants to retain, 

the consultants 
stressed the 

importance of  communicating 
the reasons for any 

intervention. If  changes to 
schedules and assignments are 

not explained clearly, this could 
send the wrong signals – that 

the company has lost trust in the 
employee, for example. 

That’s all to the good. The cost of  
attrition has been estimated to range 
from 50% to 200% of  an employee’s 
annual salary, from costs to 
recruit, training of  new hires and 
productivity losses to intangibles 
such as employee morale and 

reputational issues. 
It would seem that the resources 

Deloitte dedicated to its workforce 
analytics study would easily pay 
for itself  if  the attrition rate is 
indeed brought down. ■  

Cesar Bacani is editor-in-chief 
of CFO Innovation

other accountancy firms to respond in 
similar ways.

The findings should help managers 
‘identify actionable insights among 
complex patterns,’ write the Deloitte 
consultants, ‘patterns related to 
individualised employee attrition and 
other factors that allow for proactive 
actions to avoid the loss of  the most 
valued team members.’

At Deloitte in the US today, 
employees who travel on business 
extensively but do not take much 
vacation time will have their travel and 
project schedules modified. 
‘Similarly, when employees 
reach a certain time 
threshold at their 
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Focusing on the years ahead
At ACCA’s International Assembly in London, the message was that the organisation is in 
good shape to meet the challenges of the future, says ACCA president Martin Turner

I hope that the next 12 months see growth for your own 
organisations and for those which rely on your advice,  
support and services. 

I know that our membership has made a huge 
contribution to economic recovery in many parts of  the 
world and I am sure that will continue and expand 
to other markets. The new year is a time to plan 
for the future – and that is exactly what ACCA has 
been engaged in. At the end of  2013, ACCA held 
its International Assembly (IA), when over 70 
delegates from around the world travelled to 
London to discuss strategy beyond 2015, consider 
challenges and opportunities facing the profession 
and debate with ACCA’s Council the important role 
our profession plays in providing leadership.

 Assembly members, who come from members’ 
advisory committees or networks and represent 
their views, looked at future trends facing the 
profession and analysed ACCA’s current and future 
positions. It was clear from this that ACCA is in 
good shape, but that competition will get tougher. 
The IA also gave feedback on ACCA’s strategy to 2020, 
and looked at how ACCA will design and deliver the 
qualification in future, and the value of  membership.

 The IA and Council also saw the presentation of  
honorary members to Ian Ball, former CEO of  the 
International Federation of  Accountants, for his contribution 
to the development of  the global profession and for 
championing the improvement of  financial management in the 
public sector, and to Professor Bob Eccles of  Harvard Business 
School for his contribution to developing the thinking behind 
integrated reporting.

 Accepting his honour, Ian Ball said: ‘The way in which ACCA 
managed to pursue its objectives and be successful, while 
maintaining a commitment to public value, has enhanced your 
reputation around the world,’ while Professor Eccles said: 
‘I am delighted to get this award from the one truly 
global professional accountancy body in the 
world. ACCA is a remarkable organisation, 
as it is truly global it has a great respect 
from the profession.’

 That shows the regard we are 
held in – and my Council colleagues 
and I remain committed to 
ensuring we maintain and 
enhance that hard-earned 
reputation, to support you in 
your career in 2014 and the 
years ahead. ■
Martin Turner FCCA is a 
management consultant 
in the UK health sector
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‘ BUSINESSES MUST THINK AND 
ACT GLOBALLY OR BE LEFT BEHIND’                                           
RAJENDRA KOTHARI, MANAGING PARTNER 
(GREATER TORONTO AREA), PwC, CANADA

SNAPSHOT:
AUDIT
The world of audit has seen 
some of the most dramatic 
changes of any accounting 
discipline over the past 
decade, and that makes it 
one of the most exciting and 
dynamic environments in 
which to work.

‘The audit job market in 
Asia Pacific is very strong 
and the outlook is that it will 
continue to grow at an exciting 
pace over the coming years,’ 
says Simon Wright, marketing 
director, Careers in Audit. 

‘As with most financial 
centres around the world, 
there have been numerous 
financial regulations that have 
come into place since 2008, 
so this brings a new level 
of  complexity for auditors 
and accountants within 
organisations across APAC.’

Audit work is forever 
changing and auditors are 
required to adapt with market 
conditions and changes in 
regulation. ‘Accountants 
wishing to specialise in audit 
should be highly analytical with 
excellent organisations skills,’ 
says Wright. ‘They should have 
acute attention to detail within 
their day-to- day accounting 
practices and possess the 
ability to communicate  
well with clients.’

40%
Careers in Audit found 40% of  
Asia Pacific auditors said they 
would spend the rest of  their 
career in the profession.

The view from

Flourishing client 
relationships depend 
on thinking laterally. 
Professional services firms 
are increasingly keen to 
demonstrate thought 
leadership, anticipating 
the challenges and 
opportunities that lie 
ahead for their clients 
and coming up with 
creative solutions. That’s 
all part of  managing relationships 
more proactively. Key to success in 
this respect will be the extent to which 
firms can effectively cross-sell different 
services as a result of  acquiring deep 
insights into their clients’ strategic 
objectives and corporate cultures, as 
well as the markets they operate in. 
Innovative thinking is paramount, for 
instance, considering how solutions 
devised for a specific sector might be 
adapted to work elsewhere. Firms are 
looking at where new revenues can be 
generated, and striving to maintain their 
reputation for adding value.

Talent acquisition and talent 
management must be treated as top 
priorities. The generation of  finance 
professionals coming through the 
ranks have grown up in a world that 
is markedly distinct from the previous 
decades, largely due to the way online 
and mobile technology affects their day-
to-day lives. As employers, we need to 
understand what drives them, how they 
see the world around them and where 
they place themselves in that context 
– as well as their expectations in terms 
of  reward and work-life balance. It’s 
already clear that organisations, not just 
in professional services, are investing 
considerably in attracting the brightest 
and the best – hungry people who 
want to prove themselves – and then in 
developing and holding onto them. 

Firms need people who 
want exposure to different 
locations, cultures 
and client portfolios. 
Opportunities for global 
mobility have long been 
a big draw for people 
who join PwC – but 
what’s changed is that 
now, people must be 
prepared to be mobile. 
This is vital in a world 

which has become so much smaller 
as a result of  technology, transport, 
economic globalisation and the flow 
of  capital. Businesses have to think 
and act globally or they’ll be left 
behind – but the same is often true 
for individuals looking to advance 
their careers. There’s also mobility of  
an entirely different kind to consider, 
since being mobile doesn’t have to 
mean relocating across the country 
or overseas. It’s often the case that 
people will want exposure to different 
client groups, functional teams or skill 
areas over the course of  their careers; 
successful employers are increasingly 
reflecting this in their engagement 
and development initiatives, given the 
value placed on in-house knowledge 
and cultural affinity that might be lost 
if  people are forced to leave in order to 
pursue new possibilities.

I’m a great believer in volunteering 
and ‘giving something back’. I actively 
support a number of  worthwhile 
charities, from those that help 
disadvantaged young people and 
encourage budding entrepreneurs, 
to others in healthcare and the arts. 
It’s not just about fundraising; by 
contributing my time, knowledge and 
energy, I find myself  challenged in 
ways that just wouldn’t happen in an 
office environment – and that means 
I’m always learning too. It’s a joy. ■
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Flock to the boardroom
While the Big Four in Singapore are actively recruiting increasing numbers of women  
into senior positions, more support is required to enable female talent to truly excel

Ping, head of  people, performance and 
culture at KPMG in Singapore. 

KPMG says that there is a trend 
towards hiring more female partners 
at its member firms around the world. 
In South-East Asia, between 22% and 
45% of  its partners are women. In 
fact, its Thai and Indonesian firms are 
led by women.

While such figures are encouraging, 
most would admit that much more 

can be done to improve the number 
of  women in the industry as a whole, 
along with senior roles. But there are a 
few hurdles in the way.

‘Lack of  role models’
‘One of  the key concerns that top 
female talents have at the tipping point 
of  their careers is the lack of  role 
models who have successfully managed 
a career and family life,’ says Loh. 
Organisational culture and policies 
that genuinely support and invest in 
the flexibility required for female talent 
to excel are needed. Without this, 
female talent may shy away from top 
positions. They may also be perceived 
as less competent, when in reality, it 
could be the lack of  support that has 
impacted negatively on their ability to 
maximise their career potential.

Often, the challenges women face 
in the workplace stem from having 
to manage pressures and deadlines 
both inside and outside the office. As 
a result, the flexibility organisational 
HR policies and support provided to 
talented individuals can make a big 
difference as employers compete for 
scarce talent.

‘The challenges often vary from 
case to case, and at PwC our focus is 
placed more on talent development 
regardless of  gender,’ notes Loon. 

Diversity should be a business 
imperative, not a feel-good luxury, for 
the accountancy industry in Singapore, 
and setting the right tone at the top 
is essential to recruit more women 
into senior positions. This strategy 
was behind a recent move by EY which 
announced that 40% of its 80 new 
Asia-Pacific partners are women. 
The accountancy firm is leading the 
way in the city-state when it comes to 
diversity, and it is hoped that others 
will follow suit.

But diversity shouldn’t be seen 
as a corporate obligation; it should 
be based on sound business 
fundamentals. ‘Research has shown 
that diversity in teams is a vital 
competitive differentiator,’ says Max 
Loh, EY’s managing partner for Asean 
and Singapore. ‘Well-managed, diverse 
teams stimulate innovation, new 
ways of  problem-solving and different 
approaches to decision-making, and 
clients reap the benefits of  more 
robust outcomes when our diverse 
teams consult, collaborate and listen.’ 

While the link between diversity and 
performance has been well established 
by many international studies and 
reports, some industries have been 
slower than others to recognise the 
benefits. PwC says that it recognises 
not just the need for diversity but 
diversity in all forms. ‘We feel that 
diversity extends beyond gender to 
include other considerations such as 
age and culture, among others,’ says 
Karen Loon, diversity leader at PwC 
Singapore. ‘Diversity, inclusion and 
geographical dexterity are critical in 
today’s economy as they will allow us to 
work effectively with our clients.’

The benefits of  diversity are 
magnified when the organisation is a 
client-focused one. And having women 
in senior positions tends to show how 
forward-thinking an organisation is.  
‘We have a diversified pool of  
people across different age groups, 
nationalities and gender that work 
well with our wide client base that is 
similarly as varied,’ adds Quek Shu 

▌▌▌’ONE OF THE KEY CONCERNS IS THE LACK 
OF ROLE MODELS WHO HAVE SUCCESSFULLY 
MANAGED A CAREER AND FAMILY LIFE’

‘In some cases, we have felt the need 
to provide additional support to our 
women leaders so that they are able to 
make use of  the same opportunities as 
men.’ PwC finds that often it is when it 
doesn’t stereotype people into certain 
roles that it is able to reap the most 
benefits from diversity and inclusion to 
better serve clients.

While accountancy firms seem to 
be aware of  the problems that exist 

internally, what about the external 
challenges such as the perception that 
the industry is male dominated? 

‘There is a good gender mix 
across the accounting profession 
generally, with the gender gap 
perhaps widening at the top ranks of  
the profession,’ says Loh. ‘The issue 
is less of  attracting qualified women 
than enabling these talents to develop 
their career potential to the fullest 
while balancing other competing 
priorities, and thus keeping them 
within the profession.’

Once firms talk about their focus 
on serving clients to the best of  their 
abilities it becomes clear that having a 
diverse workforce is a vital ingredient. 
‘Diversity, geographical dexterity and 
inclusion are critical to our business 
strategy and are essential to our ability 
to effectively harness the best talent 
across all differences,’ says Loon. 
‘Many of  our clients share these views 
and look to service providers who share 
common values.’ 

Global pressure
There is also increasing pressure 
globally and locally to increase 
the number of  women in senior 
positions. The Singapore government 
has been actively promoting flexible 
working arrangements – a signal that 
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businesses in Singapore should take 
on board. Other organisations such 
as BoardAgender are also helping to 
increase the available pool of  senior 
women in Singapore for boards. This 
combination of  external pressure and 
internal benefits can provide a strong 
impetus for the Big Four in Singapore. 

‘Given that we operate in a 
relationship-driven business, it is 
important that the DNA of  our people 

match the DNA and values of  our 
clients,’ says Loon. ‘Improving gender 
diversity through talent development 
and being in line with the expectations 
of  our client will increase the overall 
competitiveness of  our firm.

EY, meanwhile, has been very 
forthcoming with figures for the 
number of  women in the company. It 
says that to be market-leading, it must 
be at the fore of  the diversity agenda. 

‘Women are a key component of  
the diversity mix in our Singapore 
talent pool,’ explains Loh. ‘Our culture 
supports inclusiveness and diversity 
at every level of  the organisation, 
and a strong ‘tone at the top’ from 
senior leaders holds our executives 
accountable for the development and 
advancement of  women.’ 

While in Asia Pacific four out of  10 
of  this year’s new partners were »  
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SIX WAYS TO ACHIEVE DIVERSITY:
1  Create a database of women who are board-ready or have board potential. 

This would hold details of  women in all regions of  the Commonwealth, 
across a wide range of  sectors and backgrounds, to make sure ‘all bases are 
covered’ and to provide ample recruitment and sponsorship opportunities.

2  Support sponsoring initiatives. Consistent levels of  quality would be 
created, while sharing best practice across different regions. This could 
also help countries share ideas and experiences through organisations 
such as ACCA and Commonwealth Business Women (CBW).

3  Build a research monitor across the Commonwealth. Greater 
transparency comparing all Commonwealth countries’ boards – how they 
are composed and the recruitment process – would provide the means 
of  benchmarking the impact on business performance.

4  Raise career aspirations. Career development needs to be ingrained in 
education from the beginning at primary level and continued through to 
university. This, combined with higher visibility of  female role models, 
will give women someone to aspire to.

5  Create a media strategy which demonstrates the impact of  women in senior 
leadership positions. This will enable stakeholders to make informed choices 
by working with business organisations, business schools and other bodies.

6  Share best practice across the Commonwealth. One of  CBW’s priorities 
is to develop and strengthen support networks. The Commonwealth’s 
unique experience, footprint and voice, covering diverse countries and 
economies, takes discussions beyond a narrow number of  countries.

women, EY recognises that more can 
be done to build high-performing and 
diverse teams that make up its pipeline 
of  future leaders.

Accountancy, as a profession, 
generally allows for flexible working 
arrangements as many accountants 
work on a project basis. This is a 
solid foundation to improve work/life 
balance and attract more women into 
the profession and retain them. 

But this issue is not exclusive 
to Singapore’s accountancy sector. 
Recently, ACCA and the Commonwealth 
Business Council launched a 
groundbreaking report, Paving the way 
to opportunities: women in leadership 
across the Commonwealth, with the 
aim of  encouraging more women into 
senior business positions. The report 
lists six recommendations (shown in 
the box, right).

Goh Geok Cheng, CFO of  Prudential 
Assurance Company Singapore and 
member of  ACCA Singapore’s local 
executive committee, explains: ‘The 
six proposed recommendations are a 
systematic way to work towards and 
achieve diversity in the boardroom 
and senior leadership positions across 
the Commonwealth.’ 

The report also looks at how the 
pipeline of  talent for women can 
be supported. ‘For this support to 
happen we need to start early by 
enabling young girls to see and 
learn about women in positions of  
senior leadership as a part of  their 
educational experience,’ adds Goh. 
‘Role models are important.’ 

According to the International 
Federation of  Business and 
Professional Women, females account 
for 40% of  the global workforce. ‘We 
are still some way off  from seeing 
this reflected in leadership positions,’ 
says Leong Soo Yee, head of  ACCA 
Singapore. Sustainable economic 
growth requires a broad range of  
skills and experience – something that 
women can bring to the table.’ ■

Justin Harper, journalist

FOR MORE INFORMATION:

Paving the way to opportunities: 
women in leadership across the 
Commonwealth is available at 

www.accaglobal.com/diversity
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‘WE RELY HEAVILY ON FIRST-CLASS 
INFORMATION SYSTEMS AND TECHNOLOGY’  
ZOLTAN BAKONYI ACCA, ASSOCIATE FINANCE 
OFFICER, UNHCR, BUDAPEST, HUNGARY

SNAPSHOT:
FINANCIAL 
SERVICES
This sector – particularly the 
accountancy profession – has 
been hit hard by increased 
regulation. ‘Changes within 
the regulatory environment, 
as it becomes more stringent, 
can be a challenge,’ says 
Marie Tay, consultant – 
Banking & Financial Services 
from Randstad Singapore. 
‘Accountants need to update 
their skills continually 
to remain relevant and 
adaptable.’

Tay says the financial 
services job market in 
Singapore is buoyant and 
continues to look positive 
going into 2014. ‘We are 
seeing increased demand for 
governance-related roles such 
as internal auditors.’

‘Many employers often 
want professionals with 
previous financial services 
experience, making it difficult 
to break into the sector. 
Obtaining qualifications that 
are specific to the financial 
services arena and having a 
good working knowledge of  
management information 
system reporting can assist in 
starting your career.’

78%
In Michael Page’s Global 
Employment Trends report, 
78% of  respondents from 
APAC believed the region will 
be most attractive for career 
opportunities in financial 
services over the coming year.

The view from

The nature of our work 
means that responding to 
unpredictable, complex 
and rapidly developing 
critical situations is 
the norm rather than 
the exception. In my 
role, solving problems, 
providing information to 
support decision-making 
and determining the extent 
to which different activities 
are financially sound are 
core responsibilities – but each area 
of  the refugee agency’s work might 
present any number of  challenges. 
It’s an exciting, stimulating place to 
work; and while geographically we’re 
far removed from the places where 
UNHCR operates, there’s still a strong 
sense that we’re contributing to work 
that aims to help millions of  people to 
survive in often tragic circumstances. 

Robust systems and strong financial 
controls are essential in a shared 
services centre environment. I joined 
UNHCR shortly after its shared 
services centre was established in 
Hungary six years ago. Today, it’s a 
massive operation; we work alongside 
colleagues in support functions such 
as logistics and IT, and Budapest also 
hosts UNHCR’s global learning centre. 
The agency leads and coordinates 
activities in some 120 countries; we 
need to have visibility of  everything 
that’s happening, in real time, from 
receivables and cash management 
to reporting and procurement. We 
rely heavily on first-class information 
systems and technology, and I’ve had 
the chance to participate in a major 
upgrade of  our ERP systems. It’s vital 
that resources are channelled as much 
as possible to frontline service delivery 
– the more we can develop our systems 
to drive efficiencies, the more we can 

ensure funds go where 
they’re most needed.
 
Visiting UNHCR bases 
in Africa gave me 
vital insights into the 
challenges we face out 
in the field. It’s rightly 
regarded as crucial that 
in finance, we understand 
people’s issues from 
every conceivable angle, 
and that we in turn share 

knowledge and expertise with our 
colleagues on the ground. Take South 
Sudan, where I was recently posted – it 
only became an independent nation 
two years ago, so the authorities 
there are not just dealing with a huge 
refugee situation in the wake of  the 
civil war; they’re also trying to develop 
a functional state. I’d previously visited 
Senegal, where UNHCR is helping to 
integrate thousands of  Mauritanian 
refugees who want to settle there. 
These overseas visits mean we get to 
see exactly what support and resources 
are required. They also give us the 
chance to share knowledge that will 
help with local capacity-building efforts.

Our paymasters are governments, 
not shareholders, and they’re just 
as demanding and rigorous in their 
scrutiny of how we use resources. 
Much of  our financial reporting is 
conducted with donor nations in mind 
– they may not receive the services we 
provide but as the funding parties, they 
want to know that we’re getting value 
for money and achieving the outcomes 
we set out to deliver. But it’s not just 
about hard facts and figures; most of  
the major donor countries have their 
own people on the ground, monitoring 
activity and standing by should further 
input be required. There’s a lot of  really 
useful collaboration and interaction. ■ 
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Material world
While the widening scope of corporate reporting and assurance is making the  
concept of materiality more important, it is also becoming increasingly complex

report might only include what is 
material to providers of  finance, 
it is important that organisations 
report on and are accountable for 
material impacts on a broader 
range of  stakeholders – either in an 
integrated report, on the website or 
in a publicly available special purpose 
report. Niot to do so exposes the 
organisation to risk.

‘The accountant of  the future 
will need an understanding of  how 
all capitals impact on risk and ability 
to meet strategy. The outcome of  
an integrated and a sustainability 
report depends on a robust 
materiality process. This will present 
a challenge for assurance providers.’

Rise to the challenge
Assurance providers could argue that 
the track record suggests that they 
are more than capable of  rising to 
these challenges. But how far will 
they have to move? Richard Martin, 
head of  corporate reporting at ACCA, 

suggests that maybe not that much 
needs to alter. ‘The issue needs to be 
thought through as a result of  widening 
reporting, but people have to make a 
decision about what they include and 
what they don’t. In accounting and 
corporate reporting there is a clear 
audience of  investor/shareholders and 
analysts. But it is still understood that 
what is material to one group may not 
be material to another,’ he says.

It has always been accepted 
that materiality is not just about 
the monetary size or value of  the item. 
Martin says that this is a starting 
point but the definition is more 
focused on items whose inclusion 
or omission would alter the view of  
the user. Materiality has the power 

While there is much talk – and even 
growing understanding – of the new 
world of corporate reporting and 
assurance, the concept of materiality 
in this emerging paradigm remains in 
need of clarification. 

Materiality is a term understood, 
if  not easily explained, by the 
auditors of  financial statements, and 
either misunderstood or ignored by 
users. In terms of  newer forms of  
reporting – such as integrated reporting 
and sustainability reporting, with their 
different purposes and audiences – the 
concept of  materiality can be seen as a 
key driver. 

David York, head of  auditing 
practice at ACCA, says: ‘These 
days materiality is actually what 
is driving the newer reporting. 
The whole concept is becoming a 
question of  what are the boundaries on 
which you are reporting.’ He suggests 
that if  a company is reporting on 
sustainability, users are not interested 
in the traditional idea of  just reporting 

on the assets and liabilities legally 
owned. ‘Users are interested in the 
influence a company has on its supply 
chain,’ he says. ‘They don’t care 
about ownership.’ 

Materiality means relevance as 
much as it does value. Sustainability 
reporting lacks the clear primary 
user group of  financial reporting, so 
deciding what is included and what is 
not is problematic.

Carol Adams, the Australian-
based founding director of  
Integrated Horizons, says that 
attention does need to be paid to 
materiality in this context. Adams, 
a member of  ACCA’s Global Forum 
for Sustainability, says: ‘Materiality 
is important. While an integrated 

▌▌▌’UNDERSTANDING HOW ENVIRONMENTAL 
IMPACTS CAN AFFECT REPUTATION AND 
FINANCIAL RISK MAKES GOOD BUSINESS SENSE’ 

to tip a message one way or another. 
Integrated reporting accepts that some 
things that are important will not be 
easy to quantify through numerical 
indicators. (Want to put a value on 
employee skills and attitudes?)

Then there is the further challenge 
of  comparing very different forms and 
sources of  capital through the medium 
of  money. Even when a figure can be 
produced, it is difficult to communicate 
the assumptions that need to be 
understood to put the quantification in 
context. 

Long-term thinking
Adams is in no doubt of  the challenges 
facing the assurance profession. She 
says: ‘The key issues for accountants 
are that integrated reporting aims 
to get us thinking longer term: thinking 
about creating value in terms of  
people, the natural environment, 
relationships  – the ‘capitals’ – as well 
as increasing financial wealth and 
thinking about the business model 
in broader terms. With core skills in 
systems, processes, measurement 
and reporting, accountants will need 
to work with other functions to devise 
new ways of  describing and measuring 
flows between the various capitals and 
thinking about how they are impacted 
upon.

‘Working out what it is about 
your people, relationships and 
environmental measures that add 
value to your business is important 
for long-term success,’ she adds. 
‘Understanding how environmental 
impacts can affect reputation and 
financial risk, for example, makes 
good business sense. Accountants will 
need to think more broadly about what 
causes risk.’

Assurance and reporting have to 
meet those key challenges of  providing 
the data stakeholders require, while 
still being able to show what is 
important to driving the success of  the 
organisation. Materiality is central to 
determining whether those challenges 
are met. 
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It is worth recalling that 
materiality has always caused 
headaches for auditors. Dr Ian 
Dennis, a senior lecturer in accounting 
and finance at Oxford Brookes 
University Business School, is currently 
working on a project funded by ACCA 
that considers professional judgment 
in auditing. One of  the preliminary 
conclusions of  his work is that 

‘auditors need to engage in further 
debate about what they want from 
the development of  a concept of  
materiality before progress can be 
made in agreeing on the concept’. 

Dennis notes that given its 
importance in auditing, it is strange 
how materiality has been described as 
a black box and auditing’s ‘best-kept 
secret’. The new forms of  corporate 

reporting and assurance may help to 
unlock that secret. ■

Peter Williams, accountant and 
journalist

FOR MORE INFORMATION:

Global Forum for Sustainability: 
www.accaglobal.com/globalforums
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PRINCIPLE CONCERN
KPMG’s Samer Hijazi outlines the importance of Islamic financial institutions establishing 
a rigorous and comprehensive Sharia governance system, and the challenges they face

governance models in place around the world based on a 
survey of  reporting practices of  IFIs in the UK, the Middle 
East and Malaysia. Typically, these comprise internal and/or 
external assurance arrangements.

Internal assurance arrangements
Internal assurance arrangements are clearly the most 
prevalent governance model in place. An IFI’s internal 
assurance framework will usually consist of  a Sharia 
supervisory board (SSB), often supported by the IFI’s 
internal audit function and, sometimes, by an internal 
Sharia review unit. However, other hybrid arrangements 
are also common.

The SSB is responsible for 
ensuring that an IFI has complied 
in all its activities with Sharia, as 
well as for directing, supervising 
and reviewing its activities. The 
SSB consists of  scholars, and 
industry best practice is for the 
members of  the SSB to be elected 

by the shareholders of  the IFI in order to establish their 
independence from management. 

However, we noted some inconsistencies in the 
application of  this model. Firstly, while industry 
standards around Sharia governance have been developed 
and issued by the likes of  the Accounting and Auditing 
Organisation for Islamic Financial Institutions (AAOIFI) and 
the Islamic Financial Services Board, these are mandatory 
in only a few jurisdictions and barely referred to as best 
practice in others. 

I
slamic financial products and services are 
distinguished from their conventional counterparts by 
their compliance with Sharia precepts and principles. 
Sharia compliance risk to an Islamic financial 

institution (IFI) is the risk that a financial service or 
product is not or will not be in compliance with established 
Sharia principles and standards as interpreted by the 
Sharia advisers to the IFI. The consequences of non-
compliance can be significant and pervasive: worst-case 
scenario, it could lead to depositors withdrawing their 
funds; loss of income; voiding of contracts; litigation; and 
ultimately a diminished reputation and long-term damage 
to the IFI’s business franchise.

The risk of  Sharia non-compliance is present in all 
stages of  the development and launch of  an Islamic 
product, including the conceptualisation and structuring 
of  Islamic instruments; legal documentation; contract 
terms governing default and late payment charges; sale 
and market conduct; execution and implementation; and 
accounting and disclosure. 

In order to be able to address these risks, an IFI should 
establish a rigorous and comprehensive Sharia governance 
system. In this article, we take a look at some of  the 

▌▌▌THE RISK OF SHARIA NON-COMPLIANCE IS 
PRESENT IN ALL STAGES OF THE DEVELOPMENT 
AND LAUNCH OF AN ISLAMIC PRODUCT

30 INSIGHT | ISLAMIC FINANCE

ACCOUNTING AND BUSINESS



As such, some SSBs comprise several recognised 
scholars while others only include one or two. How they 
oversee IFI activities also varies; some choose to directly 
sample transactions themselves on a periodic basis, while 
others make use of  the services of  the internal audit 
function. A handful of  IFIs also employ their own internal 
Sharia review unit consisting of  more junior scholars who 
perform compliance testing directly for the SSB.

To make matters even more confusing, we noted that 
the nature and scope of  the assurance opinions issued also 
differs. Most issue Sharia compliance opinions on activities 
for the year then ended based on the transactions sampling 
they would have carried out over the period. Most of  these 
opinions give positive assurance on the IFI’s compliance. 
However, some SSBs state that they have reviewed all 
transactions and activities, while a minority issue negative 
assurance opinions. 

This is also compounded by the fact that there appears 
to be no industry-accepted definition of  the experience and 
qualifications needed to work as a scholar. This is less of  an 
issue when it comes to the big industry names like Sheikh 
Nizam Yaquby, Dr Mohamed Elgari and so on. However, 
arguably, this is potentially a barrier to entry for the next 
generation of  leading scholars.

This leads us on to the next challenge – many IFIs are 
advised by the same scholars. Some commentators respond 
that this is no different to the Big Four accountancy firms 
being auditors to 99% of  the FTSE 100. However, the 
Big Four are subject to independent oversight; with a few 
exceptions, there is little independent regulation of  Sharia 
scholars currently in place.

External assurance arrangements
As noted, some jurisdictions (especially those that follow 
AAOIFI standards) require some form of  external assurance. 
This is typically the responsibility of  the IFI’s external 
auditor. An external audit may entail not only a statutory 
financial audit but also an audit of  Sharia compliance. Since 
IFIs are required to adhere to Sharia principles in all their 
business activities, external auditors in some jurisdictions 
express an opinion as to whether all transactions and 

products entered into during the financial year are in 
compliance with the Sharia rules and principles, and fulfil 
the specific directives, rulings and guidelines issued by the 
SSB of  the entity. 

In addition, some jurisdictions, such as Malaysia, 
Pakistan, Dubai, Oman and Nigeria, have set up a 
centralised Sharia board (CSB). This brings consistency 
to financial products and services offered by IFIs but can 
also inhibit the SSB’s ability to provide relevant solutions 
and innovations. Further to this, an IFI operating across 
different jurisdictions may find it difficult to adhere to 
guidelines set by different CSBs. Nevertheless, it seems 
that a CSB can complement the SSB function by providing 
clarification at a regional level over Islamic investment and 
accounting issues.

Conclusion
There does not seem to be a single accepted model of  
achieving and demonstrating ‘Sharia compliance’ to 
the market and the stakeholders of  the IFI. The current 
structures and processes established within IFIs for 
monitoring and evaluating compliance consist of  internal 
and, in some cases, external features. One of  the defining 
lessons of  the recent financial crisis has been around the 
need for better and more transparent corporate governance. 
We believe this should also apply to developing more 
consistent and rigorous Sharia governance models across 
the Islamic finance industry around the world. ■

Samer Hijazi FCCA is a director in KPMG’s financial 
services audit practice. He is also a Certified Islamic 
Professional Accountant (CIPA) with the Accounting 
and Auditing Organisation for Islamic Financial 
Institutions (AAOIFI).

FOR MORE INFORMATION:

Global alignment: bringing consistency to reporting of 
Islamic finance through IFRS is available at  

www.accaglobal.com/reporting 
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▌▌▌THE SKILL OF PROBLEM SOLVING 
FREQUENTLY LIES IN THE INTERPRETATION AND 
REINTERPRETATION OF HIGH-LEVEL OBJECTIVES

The value of obliquity – the principle that complex goals are best achieved  
indirectly – is demonstrated by the fact that the most profit-oriented companies  
are not usually the most profitable, says economist John Kay

T
here is a story – perhaps apocryphal – of a 
professor of decision sciences at a prestigious 
business school who received an attractive offer 
from another highly rated institution. He sought the 

advice of a colleague. ‘You, of all people, are surely well 
equipped to make such a decision,’ said his friend. ‘Don’t 
be silly,’ replied the professor, ‘this is serious.’ 

The success of  the physical sciences has encouraged us 
to believe there might be a science of  decision-making. All 
kinds of  problems in our business and our financial lives, 
in the political sphere and in the personal, could then be 
managed objectively. Such a scientific procedure would, if  
done carefully enough, lead every conscientious person to 
the same answer. As a result, both political and personal 
disputes could be resolved by the 
collection of  evidence and the pursuit 
of  rational discourse. The distinction 
of  the great business leader, the 
measure of  financial acumen, would 
rest only on the ability to arrive at the 
right answer faster and more reliably 
than other people.

There is not, and will not be, such a science. Our 
objectives are typically imprecise and multifaceted, and 
change as we work towards them – and properly so. Our 
decisions depend on the responses of  others and on what 
we anticipate those responses will be. The world is complex, 
imperfectly known, and our knowledge of  it is incomplete, 
and these things will remain true however much we learn 
and however much we analyse it.

We do not solve problems in the way the concept of  
decision science implies because we can’t. The achievement 
of  the great statesman is not to reach the best decision 
fastest but to mediate effectively between competing 
views and values. The achievement of  the successful 
business leader is not to foresee the future accurately but 

THE PRACTICE  
OF OBLIQUITY

to continuously match the capabilities of  the firm to the 
changing market environment. The test of  financial acumen, 
understood well by men like Buffett and Soros – who, unlike 
their less gifted rivals, know what they do not know – is to 
navigate successfully through irresolvable uncertainties.

Mostly, we actually solve problems obliquely. Our 
approaches are iterative and adaptive. We make our choices 
from a limited range of  options. Our knowledge of  the 
relevant information, and of  what information is relevant, 
is imperfect. Different people will form different judgments 
in the same situation, not just because they have different 
objectives but because they observe different options, select 
different information and assess that information differently: 
and even with hindsight it will often not be possible to 

say who was right and who was wrong. In a necessarily 
uncertain world, a good decision doesn’t necessarily lead to 
a good outcome, and a good outcome doesn’t necessarily 
imply a good decision or a capable decision-maker. The 
notion of  a best solution may itself  be misconceived.

A matter of  interpretation
The skill of  problem solving frequently lies in the 
interpretation and reinterpretation of  high-level objectives. 
Many great achievements are of  this kind. Alexander 
Graham Bell’s invention of  the telephone, like Akio 
Morita’s creation of  the Sony Walkman and Steve Jobs’s 
reinterpretation of  Morita’s idea in the iPod, was a solution 
to a problem people did not know they had.
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It is hard to overstate the damage done in the recent 
past by people who thought they knew more about the 
world than they really did. The managers and financiers who 
destroyed great businesses in the unsuccessful pursuit of  
shareholder value. The architects and planners who believed 
that buildings could be designed from first principles, that 
vibrant cities could be drawn on a blank sheet of  paper, 
and that expressways should be driven through the hearts 
of  communities. The politicians who believed they could 
improve public services by the imposition of  multiple 
targets. Acknowledging the complexity of  the systems for 
which they were responsible and the multiple needs of  
the individuals who operated these systems would have 
avoided these errors.

Such acknowledgement might also have avoided the 
gravest cases of  bad public decision-making of  the past 
decade – the Iraq war and the credit expansion of  2003–7. 
Both these developments were predicated on a knowledge 
of  the world that the decision-makers did not in reality 
possess. Republican ideologues believed that Iraqis shared 
the fundamental values and expectations of  Americans. 
Bank executives believed that their risk control systems, 
which they mostly did not understand, enabled them to 
monitor transactions they also did not understand but 
believed to be hugely profitable.

The occupants of  George W Bush’s White House, and 
the men who played senior roles in great banks, not only 
believed they knew more about the world than they did, 
but supposed they had more influence on the environment 
in which they operated than they did. They imagined they 
could reconstruct the Middle East on the basis of  an 
American model of  lightly regulated capitalism and liberal 
democracy. They supposed they were in control of  large 
financial institutions, when in reality the floors beneath them 
were occupied by a rabble of  self-interested individuals 
determined to evade any controls on their own activities.

We learn 
a great deal 
about the limits of  
pseudo rationality 
by understanding 
the greatest failure of  
modernist thought – the 
attempt to reform cities and 
buildings by re-engineering 
from first principles. ‘A house 
is a machine for living in,’ said 
the great modernist architect Le 
Corbusier. But a home is not. The 
alternative to rebuilding Paris to Le 
Corbusier’s crazed design – which would 
have razed most of  its centre to make way 
for tower blocks – was not to rebuild Paris 
according to some other grand design, but 
rather to grasp that Paris would develop, as it 
has for centuries, through a process of  constant 
adaptation. Most construction survives at most a 
few generations, but Notre Dame, two centuries in 
the building, remains magnificent 700 years later. 
The Eiffel Tower, intended as a temporary structure, 
has been the city’s most distinctive landmark for over 
a century. The Gare d’Orsay regains relevance in an 
entirely different function as the Musée d’Orsay. Paris grew 
by muddling through, Brasilia by design; Paris is a great 
city, Brasilia is not. »
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Jane Jacobs, whose brilliant book The Death and Life of 
Great American Cities was central to the revolt against 
modernist town planning. The men who launched the Iraq 
war and the bankers who were responsible for the credit 
crunch were arrogant and unimaginative. Clever, and more 
imaginative, people sometimes find direct solutions, but that 
is because they understand the problems to which direct 
solutions may apply.

Obliquity is the best approach whenever complex systems 
evolve in an uncertain environment and whenever the effect 
of  our actions depends on the ways in which others respond 
to them. There is a role for carrots and sticks, but to rely on 
carrots and sticks alone is effective only when we employ 
donkeys and we are sure exactly what we want the donkeys 
to do. Directness is appropriate when the environment is 
stable, and objectives are one-dimensional and transparent, 
and it is then possible to determine when and whether goals 
have been achieved. And only then. ■

John Kay chaired the UK government’s review of UK equity 
markets and long-term decision-making, which reported 
in July 2012. He is visiting professor of economics at the 
London School of Economics, and a fellow of St John’s 
College, Oxford.  

Learn by process
The direct approach to problem solving 
requires us to know the method of  
solution before we start. In obliquity we 
learn about the structure of  a problem 
by the process of  solving it. Iteration 
and experience lead us to the best 
principles of  analysis. While it seems to 
make sense to plan everything before 
you start, mostly you can’t; objectives 
are not clearly enough defined, the 
nature of  the problem keeps shifting, it 
is too complex, and you lack sufficient 
information. The direct approach is 
simply impossible. Good decision-
making is pragmatic and eclectic. 
Oblique approaches rely on a toolkit 
of  models and narratives rather than 
any simple or single account. To fit the 
world into a single model or narrative 
fails to acknowledge the universality of  
uncertainty and complexity.

The reputation of  financial 
economics has never recovered from 
the blow of  the virtual collapse of  
Long-Term Capital Management, and the involvement of  two 
Nobel Prize winners: Robert C Merton and Myron Scholes. 
The fund built huge positions on the basis of  estimated 
mispricings, relying on its models to control its exposures. 
When the Asian financial crisis blew up in 1997, the fund 
managers extended their positions. They believed their own 
models. Their failure was a precursor of  the much larger 
failures that would follow a decade or so later.

At the banks, as in Iraq, the reality was that the evidence 
and models were used to confirm what was already asserted 
to be true rather than to challenge the validity of  prior 
assumptions. And in both cases, a superficial appearance 
of  considered rationality concealed the crude directness of  
what was really being done.

Obliquity doesn’t mean that we should stop thinking 
about objectives, fail to examine options or omit to seek 
information and understand as best we can the complex 
systems that we deal with. Far from it: we should start 
and continue. The alternative to a ‘rational’ process of  
defining objectives, evaluating options and modelling 
consequences is an approach that is oblique, but truly based 
on reason and evidence.

If  you are clear about your high-level goals and 
knowledgeable enough about the systems their achievement 
depends on, then you can solve problems in a direct way. But 
goals are often vague, interactions unpredictable, complexity 
extensive, problem descriptions incomplete, the environment 
uncertain. That is where obliquity comes into play.

‘Only an arrogant man would believe he could plan 
a city, only an unimaginative man would want to,’ wrote 

FOR MORE INFORMATION:

This article is an extract from John Kay’s book Obliquity 
– Why Our Goals Are Best Achieved Indirectly, which 
is available to purchase at www.johnkay.com/books or 

through Amazon. 

▌▌▌OBLIQUE APPROACHES RELY ON A 
TOOLKIT OF MODELS AND NARRATIVES RATHER 
THAN ANY SIMPLE OR SINGLE ACCOUNT

34 INSIGHT | DECISION-MAKING

ACCOUNTING AND BUSINESS

www.johnkay.com/books


PA
Y

IN
G

 T
A

X
ES

1 UAE

2 QATAR
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4 HONG KONG

5 SINGAPORE

6 IRELAND

7 BAHRAIN
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9 OMAN 

10 KIRIBATI

11 KUWAIT

12 DENMARK

13 MAURITIUS

14 UK

THE SURVEY
Paying Taxes 2014: The global picture compares tax systems in 189 economies. It covers the period between 2004 
and 2012 (from boom through slump to slow recovery) and can be viewed at  http://tinyurl.com/TaxGlobally

FASTEST IMPROVER
The Central Asia and Eastern Europe region has been the biggest reformer over the nine 
years of  the study, recording the biggest fall in time to pay (down to 220 hours) and number 
of  payments (25.1), and the second biggest drop in total tax rate (down to 39.5%).

TOTAL TAX RATES BY REGION

Profit taxes

Labour taxes

Other taxes

ACROSS THE 
WORLD, THE 
AVERAGE 
COMPANY…

spends 268 
hours on tax

pays a total tax 
rate of  43.1%

and makes 26.7 
tax payments

RISE AND FALL
Since the study first 
began nine years ago 
corporate income taxes 
have consistently fallen. 
Consumption taxes now 
account for most tax 
compliance time (38%) 
and tax payments (39%), 
although labour taxes are 
the largest element of  the 
tax cost, accounting for 38% 
of  the total tax rate.

Middle East

Asia Pacific

Central Asia and Eastern Europe

EU and EFTA

North America

Central America and Caribbean

World average

South America

Africa

BUSINESS TAX MAGNETS
Economies around the world are adopting 
a range of policies as they strive to strike 
a balance between raising revenues and 
encouraging growth, according to the 
Paying Taxes 2014 report by the World 
Bank Group and PwC. The graphic at the 
top of this page lists the 14 countries of 
the 189 covered with the lowest rates of 
business tax; most have kept the same 
ranking as last year, although Oman and the 
UK both moved up two places.

TOTAL TAX RATE TIME PAYMENTS

Labour taxes
Profit taxes
Other taxes

Labour taxes
Corporate income tax
Consumption taxes

Labour taxes
Profit taxes
Other taxes
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BURSTING THE 
CARBON BUBBLE
Fossil fuel companies should start accounting for the 
risk that their vast reserves may ultimately end up as 
stranded assets, says ACCA’s Rachel Jackson

A review of  the financial statements of  companies in 
the extraction sector shows how substantially their current 
disclosures vary in terms of  the quality and quantity of  
information they provide on GHG emissions and climate 
change. Some are experimenting with integrated reporting and 
beginning to link current and future company performance with 
sustainability issues, but the implications for the reporting and 
valuing of  reserves are not being pursued. Current strategies 
laid out in annual reports talk of  growth that is incompatible 
with emissions limits and there often seems to be a lack of  
balance in the consideration of  future corporate viability. 
Even companies that claim to support action on global 
warming do not always articulate how their business model 
is adapting to the changes required in the energy sector.

 
Accounting action required  
Reserves accounting is a key area needing improvement. 
Although fossil fuel reserves are often recognised in financial 
accounts, this is typically on the basis of  associated costs 
rather than current value. The approach assumes the future 
will repeat the past, not allowing for declining demand for 
fossil fuel products. 

Impairment tests are applied 
in the attempt to identify 
where the expected 
value of  an asset 
may not be realised, 
with ‘reasonable 
assumptions’ 

T
here is growing attention focused on the threat posed 
to future economic stability by the risk of carbon 
assets being ‘stranded’ by the imposition of carbon 
budgets designed to limit climate change. Assessment 

of such risks is likely to become an increasingly important 
element of investors’ capital allocation decisions.

The Generation Foundation, which is dedicated to 
supporting sustainable capitalism, makes a strong case 
for investor action in its October 2013 white paper, 
Stranded Carbon Assets: Why and How Carbon Risks Should be 
Incorporated in Investment Analysis. It warns that failure to 
account properly for the risk inherent in carbon-intensive 
assets will cause the ‘carbon bubble’ to grow until the 
artificially high valuation levels can no longer be sustained. 
It encourages investors to take steps such as engaging 
company boards on their plans for mitigating and disclosing 
carbon risks, and divesting fossil fuel-intensive assets in 
order to reduce or eliminate carbon-related risks.

The need for investors to become more ‘climate-literate’ 
is also highlighted in a recent report by ACCA and Carbon 
Tracker, Carbon avoidance? Accounting for the emissions 
hidden in reserves. It finds that extraction sector companies 
typically do not disclose material information on carbon 
risk despite the multiple standards and regulations covering 
financial statements, industry reserves reporting, listings 
rules and greenhouse gas (GHG) emissions reporting. 
Existing reporting frameworks therefore need to be 
enhanced and aligned to require companies to provide the 
information and commentary that investors need. 

▌▌▌THE APPROACH ASSUMES THE FUTURE WILL 
REPEAT THE PAST, NOT ALLOWING FOR DECLINING 
DEMAND FOR FOSSIL FUEL PRODUCTS
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being applied. However, the expectation that demand 
for energy-intensive energy sources will be sustained 
appears increasingly unreasonable. The assumption of  
impairment therefore needs to include prudent analysis 
of  factors such as national and global policies to limit 
climate change, and trends in technology that support 
environmentally friendly energy generation. 

Financial reporting standard setters could take 
action to address these weaknesses. The International 
Accounting Standards Board (IASB) could, for example, 
issue guidance to interpret existing standards so that 
preparers of  reports and accounts consider the need to 
include information on the carbon viability of  reserves. They 
could also investigate how the use of  fair value accounting 
could reflect the potential impact of  carbon-constrained 
markets on the value placed on reserves.

Multi-pronged effort
Achieving the necessary change isn’t the sole responsibility 
of  financial reporting standard setters. The potential also 
exists to strengthen oil, gas and mining industry standards, 
under which reserves are primarily assessed on geological 
and economic viability. Other factors such as environmental 
considerations may also be taken into account, but the key 
issue of  emissions limits affecting the market for products 
is not explicitly included as yet.   

There are weaknesses in the carbon reporting 
requirements of  stock market regulators and listing 
authorities. They could require disclosure in annual reports 
and prospectuses of  the emissions potential of  reserves, 
and the assumptions made about future emissions in 
determining corporate strategy.

There is scope to improve GHG reporting standards, 
too. GHG metrics, for example, need to deal with material, 
forward-looking issues around the stocks of  carbon being 
built up, as well as the annual flows of  GHG emissions from 
industrial activity. The continued development of  integrated 
reporting could also improve the linkage between carbon 
risk, business strategy and corporate performance. 

Companies must play their part in meeting investors’ 
carbon-risk information needs, not just focusing on achieving 
basic compliance with standards and reporting requirements, 
but going beyond the minimum through understanding 
investor needs. For example, information that shows reserves 
and resources converted into potential carbon dioxide 
emissions would help investors understand future risks. So 
would sensitivity analysis of  reserves levels in different price 
or demand scenarios. Investors would also benefit from 
companies providing clear discussion of  the implications 
of  such data when 
explaining their capital 
expenditure strategy 
and the risks to the 
business model. 

Senior executives 

within industry, particularly accountancy professionals, are 
encouraged to work in tandem with all the standard setters 
and other key parties shaping the reporting frameworks that 
support financial markets. An integrated effort is required 
to ensure that reporting requirements – whether financial, 
listings-based, industry-linked or GHG-focused – fully meet 
market needs. The ultimate aim must be to provide investors 
with information to help them assess carbon risks before 
determining capital allocations. ■

Rachel Jackson is ACCA head of sustainability

‘The accountancy profession 
can and should take the lead in 
ensuring the carbon in reserves 
can be assessed and reported 
on. Accounting rules and 
treatments should be reviewed to 
support greater transparency and 
understanding of asset values. 

‘One approach is to state 
coal or oil reserves at current 
values. This can help companies 
and investors to respond better 

TAKE THE CARBON LEAD

FOR MORE INFORMATION:

Carbon avoidance? Accounting for the emissions hidden in reserves is at www.accaglobal.com/ab35
  

The Stranded Carbon Assets white paper is at http://tinyurl.com/stranded1

to climate change uncertainty. Integrated reporting 
should complement accounting standards by providing 
companies with a structure to highlight relevant and 
forward-looking information, particularly on climate risk.’

Warren Allen is president of the International 
Federation of Accountants (IFAC)

37CORPORATE REPORTING | INSIGHT 

ACCOUNTING AND BUSINESS

www.accaglobal.com/ab35
http://tinyurl.com/stranded1


THE FILTER KINGS
Finance professionals are the ones with the skills to analyse vast datasets and distil 
information, thus providing a critical new business service, says Ng Boon Yew

Big data shrinkers
Accountants could play a valuable role here. The structural 
and analytical skills commonplace in accounting can be 
used to great effect on big data. Finance professionals 
are well placed to distil vast amounts of  information into 
actionable insights, and make big data smaller.

Members of  the profession wanting to reposition 
themselves to take advantage of  the big data bonanza will 
need to embrace change. The report from the Accountancy 
Futures Academy predicts that the most successful will 
be those who differentiate themselves by adding new 
skills, developing new ways of  thinking and forming new 
collaborations and partnerships.

S
ize matters. The amount of data the world produces 
is growing so fast that we will soon run out of words 
to quantify it. Each day our photographs, personal 
location records, phone signals, online searches, 

social data, video clips and other digital output expand 
the total by an estimated 2.5 quintillion bytes. And as the 
technology needed to collate, manage and analyse all of 
this becomes increasingly accessible and affordable, big 
data is starting to transform the business landscape.

A new ACCA and IMA (Institute of  Management 
Accountants) report, Big data: its power and perils, which 
draws on input from ACCA’s Accountancy Futures Academy, 
demonstrates how it’s also starting to transform the finance 
profession. While the new technology can commoditise 
some traditional aspects of  the profession, it also provides 
an opportunity for finance professionals to move upstream 
to a more strategic, decision-making role within businesses. 

The earliest exploiters of  big data were some of  
the world’s largest and most innovative technology 
companies. Big data is behind Amazon’s targeted product 
recommendations and Google Mail’s ability to progressively 
reduce the amount of  spam that finds its way into your inbox. 
Now venture capital is flying in the direction of  tech start-ups 
that are creating tools to help big and small organisations in 
all sectors to explore and exploit the possibilities.

Searching for patterns
Innovative organisations and individuals are already 
using big data to unlock value from vast data sets, to 
innovate in business models, products and services, to 
support, automate and improve decision-making, to boost 
operating margins, to identify and reduce risks, and to gain 
competitive advantage. Analytics for big data is also being 
built into the software that accountants are used to having 
at their fingertips, such as accounting and finance systems 
and business intelligence tools. 

So the next phase of  exploitation seems likely to take 
big data into the mainstream, as businesses seek ways to 
use this new resource both tactically and strategically. But 
getting this right will be as much about people as it is about 
bits and bytes, because exploiting big data will demand 
individuals with data mining and interpretation skills, who 
know which questions to ask to gain insight and appreciate 
that high-quality data is as important as access to vast 
amounts of  it.

WHAT IS BIG DATA?
The vast amounts of structured and unstructured 
data that we now refer to as ‘big data’ are being 
heaped up by the shift to digital, converging trends 
such as cloud computing and social technologies, 
widespread mobile device adoption, and the increase 
in internet-connected systems and devices.

Big data already comprises a massive amount of  
contextual relationship, information and raw data. 
As more physical objects connect to the internet (to 
create what is often called the internet of  things or 
the internet of  everything), so their ‘exhaust data’ will 
increase the amount by unimaginable proportions.

Big data is not just about data. It has three main 
characteristics: the data itself, the analysis of  that 
data, and the presentation of  the results of  the 
analytics – plus the associated products and services. 
Market intelligence firm IDC defines big data as: ‘A 
new generation of  technologies and architectures, 
designed to economically extract value from very large 
volumes of  a wide variety of  data by enabling high-
velocity capture, discovery and/or analysis.’ 

Because big data is part of  a more fundamental 
technology-driven shift in business trends and 
practices, the term probably has a limited shelf  life 
and will fall out of  use, as our understanding of  it 
evolves and it is supplanted by new words for more 
specific technology-driven processes and applications.
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New skills
To differentiate 
themselves and 
turn big data to 
their advantage, 
accountants and 
finance professionals 
will need to:

* develop new methods 
and services for valuing 
data – and extend their 
role in compliance and 
internal control to encompass 
the ethical and effective 
stewardship of  data assets 

* use big data to offer more specialised decision-making 
support – often in real time – and decide when data 
can most usefully be shared with internal and external 
stakeholders or monetised as new products

* use big data tools to identify risks in real time, improve 
forensic accounting and evaluate the risks and rewards of  
long-term investment in new products and markets. 

The accountant’s role will be increasingly important, as 
more companies look for ways of  developing new products 
and services from data they generate and own, particularly 
given growing concerns about privacy and ethical data 
usage. Accountants are already responsible for integrity in 
reports and accounts and ACCA members are bound by 
a code of  ethics, so their role in stewardship and quality 
control may grow.

As the scale of  collection, storage and trading of  
sensitive data ramps up, individuals, organisations and 
entire countries are recognising the dangers and risks of  
data misuse. Accountants may need to step up and act as 
custodians of  large non-financial datasets and ensure that 
the information in them is robust and reliable, as well as 
valuable and marketable.

Preparing for the downside
Despite big data’s potential for creating a bright sunny 
future for finance professionals, there are thunderclouds 
on the horizon. Some once valued skills will become 
commoditised, as has already happened in other 
professions, while skills that were previously misunderstood 
or overlooked could become more valued. 

FOR MORE INFORMATION:

The Big data: its power and perils report is available at 
www.accaglobal.com/futures

FINANCE’S NEW ROLE?
Ian Betts, data manager upstream and projects and 
technology at Shell, says: ‘Shell is moving towards 
managing information and data in an ever more 
integrated way. This requires control and assurance 
skills that sit naturally with the finance function.

‘A key part of  our role is to explain the value of  
good-quality data for all of  our business processes. 
We work on the basis that correcting a data error 
costs about 10 times as much as getting it right first 
time. Our vision is for the finance function to provide 
efficient and effective data quality assurance that 
unlocks business value at appropriate cost.’

One software developer is already using aggregated data 
from business and finance transactions and processes to 
find trends and benchmarks that it can use to create new 
services for accountants and businesses. The profession will 
need to follow suit. ■ 

Ng Boon Yew FCCA is chair of ACCA’s Accountancy Futures 
Academy and chairman of Raffles Campus, Singapore
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GBS: 
FRIEND OR FOE?
They’re the next big thing in delivering back-office transactional functions, but what  
are global business services and why should CFOs care? Deborah Kops explains

have produced an ACCA report, Global business services: a 
game changer for the finance organisation? that discusses GBS 
and its potential impact on the finance function.

Is it worth it?
The overarching question for the CFO is whether GBS is 
worth doing. The advantages of  finance moving to a GBS 
model are that it may be just the opening for the CFO to 
prove how finance touches almost every corporate function, 
and may deliver hitherto unimagined insights to enhance 
business performance across the enterprise. In a mature 
GBS model, finance resources are unleashed and refocused 
to perform higher-level tasks, giving greater business impact 
through cross-functional collaboration.

GBS makes it conceivably possible to harness the power 
of  analytics through a more collaborative, end-to-end 
process delivery model at scale, linking, for example, finance 
data to customer and sales data. No longer is finance 
positioned as the bill payer or rules maker, but a real source 
of  insight that drives business growth.

In theory, GBS will deliver more business model agility, 
quicker market entry and business integration. With better 
insights, organisations should also be able to increase 
efficiencies that show up in the bottom line. And there’s no 
arguing with a streamlined administrative cost structure 
with all enabling functions linked together and housed in one 
corporate organisation.

The downside of  moving to GBS is that it could become 
an expensive and time-consuming distraction. It may also 
mean an uncomfortable rethink of  the finance function, 
calling into question what the CFO must control and what 
finance can consume as a customer of  GBS. Since the 

Essentially, global business services, or GBS, 
represent the next phase in outsourced or shared 
service models. GBS aggregates key functions such 
as finance, HR, IT, customer care, property and 

facilities – and sometimes vertical business processes such 
as claims processing – into one organisational structure 
and governance model, providing business support across 
the entire enterprise.

It sounds like the mother of  all shared services 
arrangements and in a sense it is. Whether delivered 
through internal operations or outsourcing relationships, 
GBS becomes the corporate back-office entity. With a 
single governance structure and reporting lines that span 
all functions, feeding into one corporate leader often with 
a seat at the management table, it 
turns the responsibility for delivery of  
finance upside down. In a mature GBS 
model, processes take precedence over 
functions. Traditional functional silos 
are broken down and transactional 
processes are managed end to end.

CFOs may react in one of  two 
ways to news of  the ‘next big thing’ in finance delivery 
– by punching the air in delight or rolling their eyes in 
exasperation. But for CFOs in organisations with the 
aspiration to move to a GBS model, their ability to harness 
shared service and outsourcing models has become a 
double-edged sword. Given the evolution of  the finance 
function compared to other corporate functions (more than 
70% of  Fortune 500 companies have already consolidated 
some part of  the finance function at a country, regional or 
global level), finance becomes a key GBS building block. 

Look under the covers of  the majority of  GBS 
organisations, and you’ll find that the transformed finance 
function serves as the foundation. The model is predicated 
on the realisation that finance not only touches every aspect 
of  the business, but has been taken to the next level through 
consolidation and transformation. 

At the very least then, CFOs should understand how the 
GBS model works and its implications. With this in mind, we 

▌▌▌MOVING FINANCE TO GBS MAY BE JUST THE 
OPENING FOR THE CFO TO PROVE HOW FINANCE 
TOUCHES ALMOST EVERY CORPORATE FUNCTION
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‘If  GBS is about operating effectively by looking at processes end-to-end, 
it necessitates evaluating the old structures. It also begs an interesting 
question: what parts of  finance are no longer finance?’
Liz Ditchburn, relationship leader, Kimberly-Clark

‘To be honest, I think the traditional finance career probably died a few 
years ago with the advent of  outsourcing and shared services.’
Colm D’arcy, former director of finance operations, Hertz

‘The retained team will deliver a very pure form of  business partnering. But 
it means finance becomes a narrow specialist/high-end discipline and the 
rest of  finance disappears or is subsumed under a process.’
John Ashworth, global head of finance transformation, Pearson

VIEWS FROM THE COAL FACE

GBS: 
FRIEND OR FOE?

be adept at working cross-functionally with a broad business 
perspective. GBS demands that finance professionals think 
differently and deploy a wider range of  business skills than 
many have at the moment.

The use of  finance delivery models as a basis for GBS 
by many organisations begs the question: to whom should 
GBS report? The knee-jerk answer is the CFO, given his or 
her track record of  successful transformation via shared 
services and/or outsourcing. But would GBS, which is 
essentially the organisation’s enabling factory, be better 
placed under an operations leader such as a COO, or even a 
chief  administrative officer?

The GBS model will not be right for everyone. It 
represents a major organisational change and investment. 
Some organisations are simply too small to benefit, while 
others will find that moving to GBS is too big a political 
challenge. But for organisations that have embraced 
process delivery through shared services or outsourcing, 
or a combination of  the two, the trend toward GBS will 
be difficult to ignore. The question is whether these 
organisations would be better served by extending their 
investment in shared services or outsourcing, or by 
embracing GBS.

It is early days for GBS, but it could be a game changer 
for finance, finally providing a leadership opportunity to add 
demonstrable strategic value beyond risk management across 
the enterprise. It remains to be seen how many organisations 
will take the leap. Each CFO will have to answer the question: 
is GBS the friend or foe of  the finance function? »
Deborah Kops is managing principal, Sourcing Change
www.sourcingchange.com

GBS leader, not the CFO, is directly responsible for finance 
process delivery, some processes that have traditionally 
fallen under the finance remit may no longer be considered 
part of  finance under a new model.

GBS also represents an enormous cultural shift for 
finance, particularly for those organisations that have not 
moved to shared services or outsourcing models. It will 
change the way the finance function operates at almost 
every level and place new demands on finance professionals.

In the GBS construct, retained finance interacts closely 
with other functions, which requires finance professionals to 
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FOR MORE INFORMATION:

Global business services:  
a game changer for the  

finance organisation? is at www.
accaglobal.com/transformation

A move to GBS may result in a shift 
in focus for the retained team away 
from managing processes – even in a 
shared services or outsourced model 
– and toward business partnering 
and corporate finance. Finance 
professionals in a GBS structure 
may see their responsibilities shift 
from managing single functions to 
managing across functions. 

Is GBS good for the finance 
professional? Finance’s move to 
a GBS model could be viewed as 
providing another step on the finance 
professional’s career arc. In all 
respects, the change started some 
years ago, as finance departments 
segregated strategic, management 
and execution finance tasks, and 
then industrialised rules-based 
transactions work by consolidating it 
into delivery centres.

The implementation of  GBS will 
call into question the role of  the 
retained finance team, including 
those embedded in the business. 
It may change responsibilities, 
reallocating roles previously under 
the purview of  the CFO’s team. 

If, for example, transactional 
finance processes shift out of  the 
control of  the CFO, the traditional 
career path upward may be more 
limited; it will certainly be disrupted 
because the linear functional 
relationship between transactional 
finance and the rest of  the finance 
organisation ceases to exist. 

The finance professional may not 
be able to gain sufficient technical 
experience unless there is a defined 
path through GBS, and this may 
not necessarily route them back 
through the finance function; at the 
same time, the finance leaders in the 
retained finance organisation may be 
further removed from transactional 
finance process delivery.

GBS further stratifies career paths. 
The greatest career benefit of  GBS 
may accrue to the retained team. 
Implemented fully, it may free finance 
professionals to spend more time 
with the business. For the ‘top end’ 
of  finance, GBS theoretically provides 
better data and one version of  the 
truth across the business. This should 
result in less rework and facilitate 
the development of  capabilities 
in business partnering, corporate 
finance and strategic planning. 

Without the distraction of  
running shared services or governing 
outsourcing, the retained team’s 

remit becomes more focused. The 
retained team may also have further 
advantages for career advancement, 
with more focus on building the 
commercial skills and capabilities 
increasingly prized for finance 
leadership roles.

Implications for career paths 
do not stop at the retained team. 
At the operational level GBS offers 
new opportunities for finance 
professionals, particularly given 
its focus on end-to-end processes. 
Professionals in GBS organisations 
may find they no longer occupy 
finance leadership roles, but rather 
take responsibility for end-to-end 
processes. They will be presented 
with the opportunity to master new 
technologies, improve workflows, and 
develop new process solutions.

Will GBS open up new career 
paths to the top for finance talent 
or will it limit opportunity? If  the 
effects of  shared services for finance 

career paths are any indication, 
there will be limited movement 
between GBS and retained finance. 
Even though the shared services 
– and GBS – experience gives 
finance professionals unique skills, 
allowing them to operate in virtual, 
global environments and manage 
large teams, finance career paths 
have not yet been designed to take 
full advantage of  shared services 
rotations. As a result, GBS finance 
professionals are unlikely to move into 
retained and ultimately CFO roles, 
whereas those in the retained team 
may be better placed to take up GBS 

roles, then transition back out. 
Could GBS challenge the 

development of  a robust finance 
talent pipeline? Will high-end 
finance be defined so narrowly that 
true finance experts – those who 
do not care to pursue mastery of  
broader business skills – feel they 
are shut out of  rewarding career 
opportunities? Will there be sufficient 
career path movement within GBS 
for finance professionals who have 
no interest in cross-functional 
opportunities or the attainment of  
broader business skills? ■

Jamie Lyon FCCA is ACCA head 
of corporate sector

▌▌▌GBS FINANCE PROFESSIONALS MAY NO 
LONGER OCCUPY FINANCE LEADERSHIP ROLES

CAREER-LIMITING OR ROLE-PROMOTING?
ACCA’s Jamie Lyon looks at the significant implications that a move to a global 
business services model could have for the career paths of finance professionals
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TICKET TO THE TOP
ACCA’s latest careers survey reveals an aspirational membership searching for, 
finding and making the most of opportunities to scale the career ladder

T
hree-quarters of ACCA members have a clear idea 
of where they want to get to in their career – and 
expect to reach their goal within the next four years, 
according to ACCA’s latest careers survey.

The online survey of  more than 4,000 members around 
the world clearly shows the ACCA Qualification’s career 
benefits. Many expect to move quickly up the career ladder, 
to travel and to gain experience in many different sectors.

The results highlight not only the ambitions of  ACCA 
accountants – 73% said that they expect to achieve their 
career ambitions in the next four years – but the changing 
nature of  an accountant’s career. Today’s accountants 
expect to move jobs, work abroad and to work for multiple 
employers (and often for themselves) during their career. 

Sixty-three percent have already worked in more than one 
sector. The most common move is from practice to corporate, 
although 57% of  members in not-for-profits have also worked 
in the corporate sector. One in three intends to remain with 
their current employer for more than three years. The survey 
also found that frequent job changes have become the norm; 
31% have moved jobs in the previous 12 months, half  within 
the same organisation and a third gaining a promotion. 

This year, for the first time, the survey included personal 
career goals. Some have already achieved their ambition (as 
shown in the graphic on this page) while others are working 
towards it; 61% are aiming for a more senior position and 
32% plan to start their own business eventually. All have set 
themselves challenging deadlines to achieve their ambitions; 
73% aim to reach their goal within the next four years.

Just over half  of  those who have seen a pay increase in 
the past 12 months said that it was the result of  a company-
wide pay rise, while for 15% the increase was a reward for 
additional responsibility or promotion.

The survey showed a wide variety in hours worked per 
week. The average globally was 44 hours, with accountants in 
the corporate and financial sectors typically exceeding that. 
Members in the not-for-profit and public sectors recorded the 
shortest working week, at 42 hours. The biggest variation was 
geographic, with members in Russia and Pakistan reporting 
the longest working week (49 hours), followed by the UAE, 
Singapore and Malaysia (all 48 hours). ACCA members in the 
UK, Ireland and Canada recorded an average of  42 hours.

A strong theme is members’ desire to make a difference, 
from inspiring more women to join the profession to 
nurturing younger talent or even setting up their own NGO. 

‘This year’s survey shows just how aspirational our 
members are,’ says Neil Stevenson, ACCA’s executive 
director – brand. ‘A lot of  them believe working abroad is 
key to expanding their career horizon: 66% because of  the 
opportunity to gain additional skills and knowledge, and 
62% because they want to experience another culture. This 
ties in very well with ACCA’s core values of  opportunity and 
diversity. Having a diverse career, as many of  our members 
do, shows just how adaptable our financial professionals are 
to the tasks that are assigned to them.’ ■

Liz Fisher, journalist

Leading a finance team 43%

Working in a specialist finance role (eg tax) 23%

Working in another country 18%

Continuing in my area in a more senior position 17%

Working in a different sector 16%

Working in a different finance area/service line 14%

Starting my own business 14%

Working in a non-finance/accounting role 14%

Moving into consultancy 10%

FOR MORE INFORMATION:

ACCA members’ career survey 2013 is at  
www.accaglobal.com/ab42

AMBITIONS ALREADY ACHIEVED
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Career boost
Give the gift of feedback, urges our talent doctor Dr Rob Yeung. Plus what not to wear 
to work, the distracting power of social media, and more

TALENT DOCTOR: FEEDBACK
When was the last time you criticised or complimented 
someone? Or perhaps more importantly, can you think 
of any occasions on which you could or should have said 
something to a colleague but didn’t?

Being able to give feedback is one of  the most useful 
but underused or abused skills we can deploy in the 
workplace. Few people enjoy giving negative feedback, 
but managers should learn to think of  feedback as a gift. 
If  you don’t criticise someone, then that person could 
continue making the same mistake or carry on doing 
things more slowly than they might otherwise. Think 
about it this way: if  you were doing something wrongly or 
poorly, wouldn’t you want someone to give you the gift of  
insight and let you know?

And, of  course, not all feedback has to be negative. 
Positive feedback – praise or recognition – is just as 
important for telling colleagues they’re doing a good job.

So how can we get better at giving effective feedback? 
Here are three simple principles:

Begin by asking yourself why you want to give someone 
feedback. You should only ever speak up for one of   
two reasons: either to reinforce good behaviour or to  
help someone change ineffective behaviour. Any other 
reason and perhaps you shouldn’t say anything. Too 
often, people give feedback even when the recipient 
already knows there is a problem; in such cases the 
aim is really to say ‘I told you so’. That only creates 
resentment, so don’t do it.

Specify only the behaviour you observed. You can’t 
know how someone was feeling. So don’t say ‘you were 
angry’. The feedback recipient can easily retort ‘no I 
wasn’t, I was passionate’ or ‘I was only being insistent’. 
By debating someone’s intent, you get diverted from your 
goal in giving feedback.

Instead, report only the words you heard or the 
behaviour you saw – for example ‘you shook your head 
and spoke much more loudly than you usually do’ or ‘you 
hardly spoke during that meeting at all’. By describing 
not only what was said but also how it was said, you can 
keep things factual and dispassionate.

Explain the impact the behaviour had on you. Say ‘I felt 
shocked by how loudly you spoke’ or ‘I felt disappointed 
that you didn’t say more’ or whatever else you thought or 
felt. The benefit of  saying ‘I felt…’ or ‘I thought…’ is that 
it can’t be debated. The recipient of  your feedback simply 
can’t argue about your personal thoughts or feelings.

When giving positive feedback, simply sharing a positive 
message with a colleague is enough. 

If, however, your feedback is negative, then the two 
of  you are going to need to work out how to handle such 
a situation in future. But following the three principles 
outlined here will allow you to raise the issue in as non-
confrontational a way as possible. And that is a better 
start than most people manage to make when it comes to 
criticising others.

Dr Rob Yeung is a psychologist at leadership consulting 
firm Talentspace and author of over 20 bestselling 
career and management books including E is for 
Exceptional: The New Science of Success (Pan Books).
He also appears frequently as a business commentator 
on the BBC and CNN. 

FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung
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and CrossKnowledge to 
produce some great value 
learning packs on the 
topics members requested 
for further development.  
Produced by the best 
authors and business 
professors from around 
the world, the packs focus 
on finance and business 
management, leadership 

DRESS TO UNIMPRESS
Fired for being ‘too hot’, 
claimed Lauren Odes, a 
now ex-worker of  a US 
lingerie company. A black-
sequined, figure-hugging 
dress was apparently too 
steamy. Odes wouldn’t 
have stood a chance at 
Newsweek, after new owner 
IBT Media released an 
employee handbook that, 
as well as forbidding staff  
from discussing working 
conditions or criticising 
their employer, includes 
a detailed list of  sartorial 
stipulations. Much of  it is 
of  no great surprise – no 
denim, tracksuits, trainers or 
flip-flops. But it also warns 
that halter tops, camisoles, 
‘or anything else that is 
deemed unprofessional or 
excessively distracting’ are 
‘inappropriate business 
attire’, while ‘shaggy, messy, 
and neglected hair is not 
permissible regardless  
of  length’.

SOCIALLY DISTRACTED
Social media is the top 
distraction at work, 
according to Middle East-
focused recruiter Bayt. 
With employees using more 
screens at their desks, the 
temptation to check social 
media and breaking news 
is apparently too much, but 
some are happy to blame 
the work environment. The 
recent audience survey 
found that 30% of  workers 
believed a more professional 
workplace would help 
eliminate distraction. Or 
perhaps stop updating your 
Facebook status every minute 
– people don’t need to know 
you’re having a sandwich, or 
that Britney Spears followed 
you on Twitter.

Search for the longer 
story on ACCACareers.com

MEETING YOUR NEEDS
Following the Training Needs 
Analysis survey, ACCA has 
worked together with BPP 

Predicting the future can be a fool’s errand. So 
fantasising about a perfect year is just plain 

delusional. Yet no matter how much of a cynic you 
may be, a new year always invokes a sense of 
renewal – even if it starts for many with tired eyes 
and blurry memories of fireworks and song.
In ACCA’s 2013 member career survey, we asked: 

‘What is the single most important goal you would 
like to achieve?’ The responses were varied and 
ambitious, with leadership, inspiration and 
advancement being common themes. But what 
really stood out was a common desire to make 

a difference – from being a role model to female 
accountants to setting up an NGO. Elsewhere in the 

survey we found that 61% of  members had a pay 
rise in 2013, with over half  receiving bonuses, and 
many more regarding career mobility as a key 
value of  their ACCA Qualification. So with this in 
mind, for ACCA members, 2014 looks promising.

THE BIG BREAK 
KATARINA KASZASOVA FCCA
Social uprising and regime change are usually associated 
with revolution, not career change. Kaszasova had just 
started a degree in chemical engineering when former 
Czechoslovakia’s peaceful 1989 Velvet Revolution paved 
the way for the switch from socialist state to democratic 
market economy. After switching to accounting and 
working for KPMG, she moved to the public sector, where 
she’s a high-flyer in Slovakia’s Ministry of Finance. Read 
her full interview at ACCACareers.com’s Success Stories.

THE PERFECT 2014

How do you cope with stress? For long-
term stress, such as preparing the state’s 
financial statements, I do more intensive 
sport activities and sleep.
What’s the first thing you look for in 
a potential employee? Willingness to 
learn and the flexibility to cope with a 
dynamically changing environment.
How can you acquire new soft skills? By 
observing more experienced colleagues, 
comparing experiences and trial and error.

What’s the secret to succeeding in the 
public sector? Remain professional at 
all times, even though you’re risking your 
position by telling the truth instead of  
what your superiors want to hear. 
Is it enough to have a first class academic 
record? You have to add something extra 
– a positive approach to learning new 
things, courage to say ‘I don’t know, but 
I’ll try to find out’, and a professional 
manner, along with a sincere smile.

Kaszasova’s top soft skills:

FOR MORE INFORMATION:

For more on the learning packs, visit  
www.bppprofessionaldevelopment.com/acca

www.accacareers.com

and vision, communication, 
change management and 
negotiation. See link below 
for more information. ■

This page is compiled  
and edited by Neil  
Johnson, editor, 
ACCACareers.com
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Indeed, some people joke 
that the MBA acronym 
stands for Masochist of  
Business Administration. 

While it is true that doing 
an MBA is more easily 
said than done (at Cass 
it took me 170 evenings 
and three weekends – after 
150 evenings, you just 
want it to end), it is also 
true that it can be a very 
mind-expanding experience. 
Also, if  you ever want to be 
an FD, move into general 

management or become a 
consultant, then having an 
MBA as well as being an 
accountant should give you 
a real career edge.

Even if  you decide that 
doing the full MBA is not 
advantageous to you, it’s 
still worth dipping into some 
of  the really key elements 
of  that knowledge. In time, 
just reading these series of  
articles can at least give you 
some familiarity with the key 

My previous series of 
articles covered competitive 
strategy, financial strategy 
and management theories. 
This fourth series, on 
marketing strategy, offers 
readers coverage of the 
sort of topics that would be 
found in an MBA. 

Marketing is the third 
most important discipline 
covered in an MBA course, 
yet it is one that may not 
be well understood by many 
accountants, particularly 

those with more limited 
experience. In due course 
we will no doubt fill in more 
of  the content of  an MBA – 
for example, international 
management. 

Few accountants do an 
MBA, put off  perhaps by the 
thought of  doing another 
1,000 hours or more of  
study on top of  what they 
needed to do to qualify as 
an accountant and probably 
after a first degree as well. 

concepts, ideas and tools to 
add to your existing, more 
technical skills.

My next series will look 
first at marketing (three 
articles) and then at people 
and organisation (two 
articles). Finally, there will 
be another five articles on 
international and corporate 
management.

Series overview
But let’s turn to the subject 
of  this series, marketing. In 

this series we will be looking 
at the following:

*  marketing strategy 
(article 1)

* marketing, product and 
channel mix (article 2)

* customer value and 
competitive positioning 
(article 2)

* branding strategy  
(article 3)

* turning marketing 
strategy into economic 
value (article 3).

What is marketing 
strategy?
Marketing strategy is 
the process of  deciding 
which markets to compete 
in, which customers 
to prioritise, and what 
customer value to target, 
and to decide how that 
will be delivered through 
products, service and the 
marketing mix in order to 
beat competitors.

This definition provides 
for the following:

* determining what 
businesses to be in – and 
not to be in

* how to compete across 
the matrix of  those 
businesses by customer 
segment

* some idea of  being 
genuinely better than 
competitors

* a view of  the 
mechanisms for taking 
the product to market: 
the marketing mix, things 
like the product itself, 
price, promotion and 
the place where it will be 
offered and how you will 
get it there (the ‘Ps’).

To evolve an effective 
marketing strategy requires 
a lot of  thought. Indeed, 
true marketing strategies 
in the complete sense are 
something of  a rarity: many 
of  the key ingredients are 
invariably missing.

So why is marketing 
strategy of  interest to the 
accountant? Because it will 
not only drive the future 
value of  a company but it 
will also direct (and possibly 
misdirect) resources and 
thus costs. 

The latter will happen 
both directly and indirectly, 
too – for example through 

Marketing strategy
Opening a new series of articles on key business concepts for 
finance professionals, Dr Tony Grundy looks at marketing strategy

◄ BAG BUSTER
James Dyson, shown here 
with his Air Multiplier 
fan, delivered marketing 
strategy success with his 
bagless vacuum cleaner
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the spend on the marketing 
mix, including not just 
advertising, promotion 
and selling costs, but 
also in digital support for 
investments in place – for 
example in retail sites. 

It will also affect the 
cost of  customer service, 
logistics and staff  training, 
and will sometimes 
even involve culture and 
organisational changes, and 
quality systems.

In the past I have 

described marketing 
strategy as the ‘competitive 
software’ that makes the 
organisational engine move 
smoothly forward, just like 
the oil in a car’s engine. It 
has a subtle effect – unless 
it all goes wrong.

As I explained in my 
five articles last year, 
mainstream strategy within 
the business (sometimes 
known as the competitive 
strategy) typically consists 
of  a number of  elements:

* marketing strategy

* operations strategy

* IT strategy

* financial strategy

* HR/organisational and 
people strategy.

What is interesting here is 
that of  all of  these there 
is most overlap between 
competitive strategy and 
marketing strategy. Indeed, 
one can be forgiven for 
thinking that marketing 
strategy and competitive 
strategy are the same thing. 
For instance, a typical 
marketing strategy book 
would almost certainly 
contain the following:

* SWOT analysis

* PEST analysis

* Porter’s five competitive 
forces

* customer value analysis

* competitor analysis

* value chains

* portfolio tools like the 
General Electric grid, or 
the BCG grid, mapping 
relative growth rates and 
relative market shares

* life cycle analysis 

* the Ansoff  grid of  
existing versus new 
products and markets

* Ansoff’s gap analysis.
What has happened is that 
the marketing industry 

has latched onto the new 
techniques that have 
been invented by strategy 
over the past 60 years. 
Well, marketeers can be 
expected to be successful in 
marketing the discipline of  
marketing, can’t they? 

What value then does 
marketing strategy bring to 
the business? To answer that 
question, let’s take a look at 
an example.

Dyson
Dyson entered the carpet 
vacuuming market in the 
mid-1990s and rapidly 
overtook Hoover as market 
leader. Dyson’s simple value 
proposition (ie a distinctive 
way of  adding value to the 
customers) was to ‘say 
goodbye to the bag’. Hoover, 
instead of  countering Dyson 
with a bagless technology, 
acted like a rabbit frozen 
in the headlights. Dyson 
also brought design into the 
marketing mix with a rather 
art deco design and initially 
selling its products in a 
bright yellow livery. 

A key plank of  Dyson’s 
initial marketing strategy 
was the part that founder 
James Dyson played in the 
media as a David versus 

▌▌▌MARKETING STRATEGY WILL NOT ONLY DRIVE A 
COMPANY’S FUTURE VALUE BUT WILL ALSO DIRECT (AND 
POSSIBLY MISDIRECT) RESOURCES AND THUS COSTS

Goliath. In 1995 he stole 
the show in The Money 
Programme from Hoover, 
Electrolux and Panasonic, 
suggesting that they were 
unable to compete with 
him due to his patents and 
because many of  them were 
unable to ‘think differently’.

The then marketing 
director of  Hoover went on 
the record, saying: ‘I do wish 
that (when Dyson offered 
the bag-less technology 
to us), we had bought the 

technology off  him. We 
would have put it on the 
shelf, we would have left it 
on the shelf, and it would 
not have been used.’ 

From 1994 to around 
1999 Dyson’s marketing 
strategy was based around 
the distinctive quality of  
being more convenient than 
a bagged machine as no 
bags were needed. Dyson 
was more innovative, had 
premium pricing (there 
was a certain ‘snob’ value 
to the Dyson) and enjoyed 
free media coverage driven 
by the founder’s colourful 
personality. 

Dyson did not spend 
lavishly on advertising but 
relied on word of  mouth and 
positive media coverage to 
create its own competitive 
space. The rewards of  this 
marketing strategy were very 
high returns at the operating 
profit level and UK brand 
leadership.

Between 1999 and 2002 
the company began to 

be challenged by bagless 
vacuum cleaners from its 
competitors around the 
time that it began to export 
internationally: product life-
cycle effects and imitation 
were starting to set in in 
what was fast becoming a 
mature market. 

There was a profit wobble 
around 2002 to 2003 when 
Dyson decided to move 
production to Asia Pacific, 
generating adverse press 
commentary and some loss 
of  customers. There were 
clear warning signs then 
that its marketing strategy 
lacked lustre. 

Dyson fought back, not 
by fundamentally changing 
its marketing strategy (eg by 
shaving its price premium) 
but by boldy investing 
heavily in R&D, which 
allowed it to secure quality 
and image advantage again. 
Moreover its US strategy 
began to pay off  and by 
the 2010s Dyson had a 
turnover of  over £1bn on its 
international business, and 
had restored its very high 
profit levels. 

Dyson’s example 
demonstrates that a 
business’s marketing 
strategy needs to be 
responsive to competitive 
change yet also requires 
consistency of  direction 
combined with renewal. 
Never assume that however 
docile your competitors 
may be that this will always 
be the case. An effective 
marketing strategy is 
key to superior financial 
performance. ■

Dr Tony Grundy is an 
independent consultant 
and trainer, and lectures at 
Henley Business School

FOR MORE INFORMATION:

www.tonygrundy.com

Previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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end result and there is 
no such thing as a ‘right’ 
number, only a ‘true and 
fair ‘number. The finance 
team need only do enough 
to arrive at a ‘true and fair’ 
view and stick to some rules: 

* We will not delay for 
detail.

* Hunting for the 
perfect number is now 
unacceptable.

* The final report will have 
extensive QA checks. 

* Reporting will cover only 
major revenue and cost 
categories, with account 
code analysis left to a 
drill-down tool. 
 

3 Ban spring cleaning 
Month-end reporting is not 
the time for spring cleaning, 
no matter how tempting 
it may be. This discipline 
requires a re-education 
within the finance team and 
with budget holders.

One of  the most 
important practices is 
to catch all material 
adjustments in an ‘overs and 
unders’ spreadsheet that 
traps major adjustments – 
say, over £5,000, £20,000 
or £50,000, depending on 
the size of  the organisation. 
The accountants enter 

If each month-end is 
a disaster waiting to 
happen, full of last-minute 
adjustments negating the 
‘quality assurance’ (QA) 
work you performed earlier 
and leaving the month-end 
exposed to a late error, then 
you and your team need 
some therapy. Here are the 
changes you need to make.

1 Get the CEO’s support 
Do a brief  calculation on 
the costs of  month-end 
reporting, then approach 
the CEO and say: ‘We have 
just done some calculations 
that estimate we will spend 
between £8m and £10m over 
the next 10 years reporting 
results after the horse has 
bolted. I want to undertake a 
project to speed up month-
end reporting, giving you 
access to numbers much 
quicker and saving over £5m 
in the next 10 years. Can 
I count on your support?’ 
There is not a CEO on the 
planet who will not respond: 
‘How can I help?’

Ask the CEO to phone 
those responsible for major 
breaches of  procedures 
and issue a one-minute 
reprimand making it clear 
that full cooperation is 
expected in future and non-
compliance will be career-
limiting. All breaches should 
be reported weekly to the 
CEO – invoices over £10,000 
with no raised order, non-
receipting of  goods and 
services over £10,000, 
budget-holders with over 
three months of  outstanding 
expense claims, etc. 

2 Set rules for the finance 
team Accountants are all 
artists: we sculpt a month-

Fast month-end reporting 
Month-end reporting is not the time for spring cleaning, it is a time for arriving at a true 
and fair view quickly. David Parmenter begins a three-part series that explains how

FOR MORE INFORMATION:

www.davidparmenter.com

www.davidparmenter.com/courses

NEXT STEPS
1 Sell the change to the CEO using their emotional 

drivers (see my earlier article The magic of 
marketing, available at www.accaglobal.com/ab34).

2 Get all the finance team to sign up to your new 
rules – I will send you a draft copy of  the rules if  
you email me (parmenter@waymark.co.nz). 

3 Set up and operate an ‘overs and unders’ schedule 
every month-end.

all adjustments on the 
spreadsheet, which resides 
on a shared drive on the 
local area network. In most 
months you may need to 
process just one or two 
adjustments as the rest will 
offset each other and can be 
processed in the quiet time 
the following month.

4 Avoid late adjustments 
Clever organisations ban all 
inter-company adjustments 
at month-end except 
for major internal profit 
adjustments. They have 
automatic interfaces with 
inter-group transactions 

where one party does  
the transactions for both 
general ledgers.

When there is a 
difference, lay down a rule 
that the accounts payable 
(AP) or accounts receivable 
(AR) ledger is always right, 
and adjust accordingly, 
leaving the inter-company 
parties to sort it out the 
following month. This change 
will require a CEO directive 
to all subsidiaries. ■
David Parmenter is a 
writer and presenter on 
measuring, monitoring and 
managing performance
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The European Securities 
and Markets Authority 
(ESMA) has recently 
published its annual 
statement defining 
the European common 
enforcement priorities for 
2013 financial statements. 
The aim is to try to foster 
transparency and the 
consistent application 
of IFRS (International 
Financial Reporting 
Standards) to help the 
financial markets function. 

With the help of  
European national enforcers, 
ESMA has identified several 
financial reporting topics 
that should be considered 
in the preparation of  the 
financial statements of  
listed companies for the 
year ending 31 December 
2013. Those topics are:
1 impairment of  non-

financial assets 
2 measurement and 

disclosure of  post-
employment benefit 
obligations 

3 fair value measurement 
and disclosure 

4 disclosures related to 
significant accounting 
policies, judgments and 
estimates 

5 measurement of  
financial instruments and 
disclosure of  related risk 
with relevance to financial 
institutions. 

Not surprisingly, ESMA says 
that national regulators may 
also focus on additional 
relevant topics. It issued 
a similar statement a year 
ago and post-employment 
benefit obligations 
appears on both listings. 
ESMA builds on its 2012 
statement by emphasising 
the need for transparency 

and the importance of  
appropriate and consistent 
application of  recognition, 
measurement and disclosure 
principles. ESMA and the 
European national enforcers 
will monitor and assess 
the application of  IFRS 
requirements relating to the 
items in this statement. 

These European common 
enforcement priorities 
will be incorporated into 
the reviews performed by 
national enforcers. The 
guidelines are not statutory, 
but ESMA hopes that 
awareness campaigns will 
lead national regulators to 
take account of  the new 
priorities. The watchdog 
will also monitor national 
regulators’ application 
of  the priorities and will 

publish progress reviews 
to encourage national 
regulators to comply. 

Users of  financial 
statement have expressed 
concerns over the use of  
‘boilerplate’ disclosures for 
transactions that are not 
relevant or are immaterial 
to the entity. The view is 
that entities should disclose 
only applicable accounting 
policies and focus on entity-
specific information rather 
than quoting extensively 
from IFRS.

Impairment of  non-
financial assets 
Continued slow economic 
growth in Europe could 

indicate that non-financial 
assets will continue to 
generate lower than expected 
cashflows especially in those 
industries experiencing a 
downturn in fortunes. In 
2012, ESMA suggested 
paying particular attention 
to the valuation of  goodwill 
and intangible assets with 
indefinite life spans. 

This year, it has again 
included the impairment 
of  non-financial assets in 
the common enforcement 
priorities with a focus on 
certain specific areas. 
These areas are cashflow 
projections, disclosure 
of  key assumptions and 
judgments, and appropriate 

disclosure of  sensitivity 
analysis for material goodwill 
and intangible assets with 
indefinite useful lives. 

In measuring value-in-
use, cashflow projections 
should be based on 
reasonable and supportable 
assumptions that represent 
the best estimate of  the 
range of  future economic 
conditions. IAS 36, 
Impairment of Assets, points 
out that greater weight 
should be given to external 
evidence when determining 
the best estimate of  
cashflow projections. IAS 36 
says entities should assess 
the reasonableness of  the 
assumptions on which » 

Transparent and consistent 
Transparency and the consistent application of IFRS in financial 
reporting are key to making financial markets work smoothly

▌▌▌ENTITIES SHOULD DISCLOSE APPLICABLE POLICIES 
ONLY AND FOCUS ON ENTITY-SPECIFIC INFORMATION 
RATHER THAN QUOTING EXTENSIVELY FROM IFRS
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used the assertion that ‘no 
reasonable possible change 
in a key assumption would 
result in an impairment 
loss’. ESMA believes that 
this disclosure does not 
give users sufficient detail 
to allow them to assess 
sensitivity properly. 

Measurement of   
post-employment 
benefit obligations
IAS 19, Employee Benefits, 
requires the discount rate 
applied to post-employment 
benefit obligations to be 
determined using market 
yields based on high-quality 
corporate bonds. ‘High 
quality’ reflects absolute 
credit quality and not that 
of  a given collection of  
corporate bonds. 

The policy for determining 
the discount rate should be 
applied consistently over 
time and a reduction in 
the number of  high-quality 
corporate bonds should not 
normally result in a change 
to this policy. 

The International 
Accounting Standards 

cashflow projections are 
based. Each key assumption 
should be consistent 
with external sources of  
information, or how these 
assumptions differ from 
experience or external 
sources of  information 
should be disclosed. 

ESMA considers that 
disclosures made by  
entities are often 
uninformative because 
they are only provided at 
an aggregate level and not 
at the level of  the cash-
generating unit. Financial 
statements generally are 
not providing disclosures 
that are entity-specific or 
appropriately disaggregated.

ESMA has reviewed 2012 
financial statements, and 
the disclosures relating to 
the sensitivity analysis of  
goodwill or other intangible 
assets with indefinite 
useful lives are poor. IAS 
36 requires disclosures on 
the sensitivity of  the key 
assumptions to change  
when determining the 
recoverable amount. 

Entities have regularly 

Board (IASB) has tentatively 
decided to amend IAS 19 
to clarify that the depth of  
the bond market should be 
assessed and this should be 
at the currency level and not 
at the country level. 

In jurisdictions where 
there is no deep market in 
these bonds, the standard 
requires that market yields 
on government bonds 
should be used. ESMA 
expects issuers to use an 
approach consistent with 
this amendment. 

There is an additional 
reminder by ESMA regarding 
the importance of  disclosing 
the significant actuarial 
assumptions used in 
determining the present 
value of  the defined benefit 
obligation and the related 
sensitivity analysis. The 
discount rate is a significant 
actuarial assumption, the 
details of  which should be 
disclosed together with any 
disaggregation information 
on plans and the fair value 
of  the plan assets where  
the level of  risk of  those 
plans is different.

Fair value 
ESMA has indicated 
that entities should 
assess the impact of  the 
requirements of  IFRS 13, 
Fair Value Measurement. 
In particular, the effect of  
non-performance risk should 
be reflected in the value of  
a liability. As an example, 
the fair value of  a derivative 
liability should incorporate 
the entity’s own credit risk. 
ESMA emphasises the 
need for proper recognition 
of  counterparty credit 
risk when determining 
the fair value of  financial 
instruments and providing 
relevant disclosure. 

IFRS 13 requires all 
valuation techniques 
to maximise the use of  
relevant observable inputs, 
which should be consistent 
with the asset or liability’s 
characteristics. In some 
cases, a premium or 
discount to the market value 
may be applied but it should 
be consistent with the nature 
of  the asset or liability.

ESMA stresses the need 
to provide disclosures 
related to fair value, 
particularly when the 
measurement is based on 
significant unobservable 
inputs (level 3). The more 
unobservable the data, 
the more important that 
uncertainties are clearly 
identified. Further, IFRS 13 
(and ESMA) requires entities 
to categorise measurements 
into each level of  the fair 
value hierarchy.

Significant accounting 
policies, judgments 
and estimates
ESMA expects issuers 
to focus on the quality 

▌▌▌DISCLOSURES RELATED TO FAIR VALUE NEED TO 
BE MADE, PARTICULARLY WHEN THE MEASUREMENT IS 
BASED ON SIGNIFICANT UNOBSERVABLE INPUTS
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and completeness of  
disclosures relevant to 
the entity’s financial 
statements. These should 
be entity-specific and not 
boilerplate. ESMA believes 
that disclosures could be 
improved in the following 
areas: significant accounting 
policies, judgments made 
by management, sources 
of  estimation uncertainty, 
going concern, sensitivities, 
and new standards issued 
but not yet effective. 

Significant accounting 
policies and management 
judgments could be 
included in the financial 
statements in order of  
materiality and significance. 
IAS 1, Presentation of 
Financial Statements, 
requires disclosure of  
estimation uncertainties 
with a significant risk of  
being adjusted in the 
next year. 

ESMA reiterates 
that disclosure of  
new standards that 
have been issued but 
are not yet effective (IAS 8, 
Accounting Policies, Changes 
in Accounting Estimates and 
Errors) is relevant where the 
new standard could have 
a material impact on the 
financial statements.

 
Topics related to 
financial instruments
Transparency and 
comparability of  financial 
reporting of  financial 
institutions is in the interest 
of  market participants. 
ESMA states that issuers 
should ensure that they 
meet the requirements 
of  IFRS 7, Financial 
Instruments: Disclosures, for 
qualitative and quantitative 
disclosures and assess 
whether there is objective 
evidence of  impairment 
while disclosing sufficient 
detail to provide a 
comprehensive picture of  
the liquidity risk and funding 
needs of  the entity. 

treatments in relation to 
forbearance practices. 
Forbearance occurs 
where the terms of  the 
loan are modified due to 
the borrower’s financial 
difficulties. ESMA expects 
issuers to provide 
quantitative information on 
the effects of  forbearance, 
enabling investors to 

assess the level of  
impairment of  
financial assets. 

ESMA also 
expects disclosure of  

the accounting policies 
applied to financial assets 
that have been assessed 
individually for impairment 
but for which no objective 
evidence of  impairment was 
available. The purpose of  
this disclosure is to allow 
users to assess credit risk.

Entities should also 
disclose the time bands in 
the maturity analysis and 
include maturity analysis 
of  financial assets held for 
managing liquidity risk. 

ESMA is attempting to 
foster consistent application 
of  accounting standards 
while ensuring the 
transparency and accuracy 
of  financial information. 
As noted above, ESMA and 
the national regulators will 
monitor the application 
of  the IFRS requirements 
outlined in the priorities, 
with national regulators 
incorporating them into 
their reviews and taking 
corrective actions where 
appropriate. Auditors and 
issuers ignore the guidance 
at their peril. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
University Business School

FOR MORE INFORMATION:

European common enforcement priorities:  
http://tinyurl.com/ESMA6

Disclosures should 
enable users to evaluate the 
nature and extent of  risks, 
and the elements related 
to the valuation of  financial 
instruments, the latter 
reflecting economic reality.

Experience during the 
financial crisis showed 
diverging accounting 
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firms. ‘We’re not measuring 
our performance by the 
number of  actions that 
have been taken towards 
auditors,’ he said. ‘We want 
auditors to perform their 
work well so that we don’t 
have to take action, and that 
has been the approach since 
day one.’

The AOB publishes its 
inspection findings annually, 
which include key root 

causes that could impact 
audit quality, technical 
competence and keeping 
abreast with developments 
in accounting and auditing 
standards, as well as the 
need to exercise greater 
professional scepticism. 

Enforcement issue
During the two-hour 
dialogue, members of  the 
PPC, led by Baker Tilly 
Monteiro Heng partner 
and PPC chairman Lock 
Peng Kuan, posed several 
questions based on the 
AOB annual report findings. 
While most focused on 
the findings, one issue 
that stood out concerned 
enforcement actions. 

According to the report, 
the AOB took two auditors 
to task for their failure to 
comply with the relevant 
standards and rules in the 
performance of  their audits. 
More recently, in August 
2013, the AOB issued 
a statement that it had 
reprimanded four auditors 

The Audit Oversight Board 
(AOB) wants the audit 
profession to take its 
professional reputation 
and integrity seriously, 
approach each audit with 
professional scepticism 
and ensure that self-
governance mechanisms 
are forcefully applied to 
improve audit quality. 

While it’s bound by 
law to enforce standards 
– conducting yearly 
inspections to check if  
audit firms comply with 
the requirements of  the 
International Standard on 
Quality Control, Malaysian 
Standards on Auditing 
(based on International 
Standards on Auditing (ISA))
and the Malaysian Institute 
of  Accountants (MIA) 
by-laws on professional 
conduct, ethics and practice 
– the AOB would prefer 
to see audit firms take 
their role more seriously, 
beginning with correctly 
identifying and addressing 
the root causes of  any audit 
deficiencies. 

‘The whole idea of  our 
work is to encourage firms 
to strengthen their internal 
processes so that the work 
is more reliable,’ said AOB 
executive chairman Nik 
Mohd Hasyudeen Yusoff  
in a recent dialogue with 
members of  the ACCA 
Public Practice Committee 
(PPC) following the release 
of  the 2012 AOB annual 
report. ‘Ultimately, we want 
people who pick up financial 
reports audited by our 
auditors to have trust and 
confidence in these reports.’

Nik Hasyudeen stressed 
that the AOB does not set 
out to reprimand or penalise 

for failing to comply with 
certain requirements of  
ISA in discharging their 
professional duties in the 
performance of  audit of  
public interest entities. 
One of  them was also fined 
RM5,000 for breaching 
MIA by-laws that relate to 
auditors’ independence. 

PwC executive director 
Manohar Benjamin Johnson 
asked if  there was any 

benefit in highlighting the 
specific deficiencies of  the 
auditors that have been 
sanctioned or reprimanded. 
EY senior executive director 
Hoh Yoon Hoong echoed 
from the perspective of  the 
credibility risk to the audit 
opinion on such cases. Nik 
Hasyudeen stressed that in 
reprimanding auditors, the 
AOB is not setting out to 
sensationalise the issue. 

‘In fact when we 
first reprimanded the 
two auditors [in 2012] 
we did not make any 
announcements. We would 
prefer to talk and discuss 
with the profession rather 
than to have to take action 
but we cannot run from 
the latter; that’s our legal 
obligation,’ he added.

To drive home his point, 
Nik Hasyudeen likened the 
role of  the AOB to that of  
the Department of  Civil 
Aviation. ‘Their job is to 
ensure that a plane takes 
off  and lands safely. So, 
in a way our job is similar. 

We have a due process,’ 
he said. ‘If  there are no 
grounds for us to proceed 
then we will not proceed. 
But whenever we pick up 
issues we deal with them 
and if  there is basis for us 
to take action, we will take 
action. We are not favouring 
anyone, but we also do not 
plan for action to be taken in 
order to appear fair. We deal 
with facts.’ 

Other PPC members 
in attendance included 
partners and principals 
from Baker Tilly, BDO, 
Crowe Horwath, Deloitte, 
EY, Grant Thornton, KPMG, 
Nexia SSY, RSM, Russell 
Bedford Malaysia and SL Ng 
& Associates and PwC. They 
attended in their capacity as 
PPC members.

Nik Hasyudeen told 
members that firms are 
invited to meet with the AOB 
‘to have a chat with us so 
that we can alert them of  
issues that we’ve noticed. 
Hopefully that will encourage 
them to put in place 
more robust monitoring 
processes,’ he said. 

The quality of  firms, he 
added, has improved over 
the years. ‘We don’t inspect 
firms other than the major 
firms on a yearly basis but 
they are invited to share with 
us what they have in place 
in terms of  their quality 
control framework. And we 
are very happy to report 
that we’ve had substantive 

▌▌▌’WE WANT AUDITORS TO PERFORM THEIR WORK 
WELL SO THAT WE DON’T HAVE TO TAKE ACTION, AND 
THAT HAS BEEN THE APPROACH SINCE DAY ONE’

Striving for greater professionalism
At a meeting last year between members of ACCA’s Public Practice Committee and the 
Audit Oversight Board’s executive chairman, the work of the AOB was reviewed
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conversations with the 
firms, and structurally we 
see movements in the right 
direction. Firms have put 
in place a lot of  remedial 
actions arising from our 
inspections, and we see that 
some firms have closed the 
gaps, so I think this is an 
ongoing process,’ he said.

Technical concern
However, he continued, 
what remains a concern 
is that some firms are 
still struggling at the 
technical level. ‘Accounting 
standards keep changing, 
as do auditing standards, 
so there’s a need to invest 
in keeping up to date. Our 
concern is that some firms 
may be underestimating how 
far behind they are in terms 
of  technical competence,’ 
he said.

Professional accountancy 
bodies also have a role, 
in particular in providing 
technical support and, more 
importantly, inculcating 
professionalism. ‘From our 
perspective this influences 
performance; the more 
you respect yourself  as a 
professional the more you 
will be behave in a manner 
consistent with public 
interest,’ Nik Hasyudeen 
reiterated. In response, the 
PPC indicated that ACCA 
was willing to undertake this 
initiative among members.

The AOB was also asked 
to share insights gleaned 
from its engagement with 
public interest entities 
and other stakeholders, 
in particular on how 
the financial reporting 
system can be improved. 
Nik Hasyudeen said that 
through its interactions 
with preparers, boards of  
directors and members of  
audit committees, the AOB 
has always reminded them 
of  their responsibilities. 

‘We tell them that they 
need to ensure that the 
finance function is properly 

manned – whether they 
have the right people, 
processes and whether they 
are investing enough in 
technology to ensure they 
can prepare good financial 
reports. Then we also talk 
about how they should 
look at audit as part of  
the corporate governance 
initiative and audit as part 
of  risk management, and 
encourage companies to 
look at audit fee as part of  
managing risk. 

‘We ask them: “How 
much are you willing to 
lose if  the audit fails?” So 
hopefully that will get them 
to think about investing to 

manage the risk,’ he said.  
The AOB was also 

asked its thoughts on the 
International Auditing and 
Assurance Standards Board’s 
proposal of  an extended 
‘auditor commentary’. 
Nik Hasyudeen responded 
that the AOB is neutral on 
the proposal. 

‘It has its pros and cons. 
Our view is if  you don’t do 
a good job in auditing you 
cannot compensate that 
with better reporting. This 
[the Auditor Commentary] 

is only valuable provided the 
work underlying the report 
meets quality standards,’ 
he said. 

Lock concurred, 
disclosing that the 
consensus among PPC 
members is that more 
information doesn’t 
translate to better 
information. ‘It may 
also lead to a risk of  
widening the expectation 
gap,’ he added. ■

Sreerema Banoo, journalist 
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Contemporary internal 
auditing has come a long 
way since the humble 
beginnings of the Institute 
of Internal Auditors (IIA) in 
1941. Traditionally viewed 
as a ‘watchdog’ to check for 
compliance and the ‘3Es’ – 
effectiveness, efficiency and 
economics – of operations, 
the role of internal audit 
is fast moving up the 
value chain of enterprises 
and industries. 

The IIA Research 
Foundation’s 2010 Common 
Body of  Knowledge (CBOK) 
Global Internal Audit Survey 
reveals that the focus of  
the profession will undergo 
tremendous changes over 
the coming years. Attention 
will switch to corporate 
governance, enterprise 
risk management 
and migration 
to International 
Financial Reporting 
Standards (IFRS), 
while more traditional 
roles such as operational 
and compliance audit take a 
back seat. The table opposite 
shows the focus areas from 
2010 to 2015.

Governance and risk
The 13,582 responses 
from more than 100 
countries show a clear 
convergence trend when it 
comes to governance and 
internal control, especially 
in emerging countries. 
Increased stakeholder 
expectation, recent 
corporate failures, enhanced 
corporate governance 
compliance by regulators 
of  public corporations 
and demand for improved 
governance in the public 
sector have created a need 

Internal audit evolves
The enhanced level of internal audit is bringing new challenges 
to the Malaysian profession, notes Ramesh Ruben Louis

for internal auditors to 
play a more critical role. 
Malaysia is no different. 

The revised Malaysian 
Code of  Corporate 
Governance 2012 (MCCG 
2012), issued by the 
Securities Commission, 
requires the board to 
establish a sound framework 
to manage risks. Internal 
controls are important for 
risk management and the 
board should be committed 
to articulating, 
implementing 
and reviewing 
the company’s 
internal controls 
system. For 
this, periodic 
testing of  the 
effectiveness and 

efficiency 
of  the 
internal controls 
procedures and 
processes must be 
conducted to ensure 
that the system is 
viable and robust. 
MCCG 2012 also 
sets out that internal 
auditors should 
conduct regular 
reviews and appraisals 
of  the effectiveness 
of  the governance, 
risk management 
and internal controls 
processes within 
the company. 

It is also becoming 
more apparent 

that internal audit has a 
significant role in assessing 
the adequacy of  risk 
management and reporting 
on the framework and its 
implementation to the 
board. IIA Standard 2120 
states: ‘The internal audit 
activity must evaluate the 
effectiveness and contribute 
to the improvement of  risk 
management processes.’

For this to be effective, 
the internal audit team, 
including its chief  audit 

executive, must relook 
into focus areas while 

developing plans, 
designing (and 

revamping 
where 
necessary) 
audit 

programmes 
(including 

related quality 
assurance programmes) 
and approaches that 
would encompass 

auditable 

areas in relation 
to governance 
structure, policies and 
procedures as well as 
the risk management 
framework, 
methodology and 
process within the 
organisation, and 
not just merely on 
operational and/or 
compliance areas. 
Core competencies 
must therefore 

take a leap towards 
understanding enterprise 
risk management, especially 
relating to risk-based 
audit-planning techniques, 
risk analysis and control 
assessment techniques. To 
assist auditors, the IIA has 
published a Practice Guide 
– Assessing the Adequacy of 
Risk Management Using ISO 
31000. 

Financial reporting
While financial reporting 
is usually associated with 
external auditors, the 
need for internal auditors 
to understand the nature 
and impact of  financial 
information and reporting 
is becoming increasingly 
important, especially with 
IFRS and its constant 
changes. As IFRS reporting 
can be quite tedious, 
detailed and even onerous 
on the part of  management 
(and not only the finance 
function), internal audit 
plays an important role in 
assessing the effectiveness 

of  related data 
management, general 
and application 
controls over financial 

information and IT 
systems, accounting 

software and reporting 
process in relation to 
whether these systems, 
controls and processes 
comply and correspond 
to IFRS requirements for 
proper measurement, 
presentation and disclosures 
of  business transactions. It 
is therefore not surprising 
that financial reporting 
itself  would become a 
valid, auditable area in an 
internal audit plan, if  it 
already hasn’t. 
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The role of  internal 
audit in financial reporting 
was further validated and 
emphasised when the 
International Audit and 
Assurance Board of  the 
International Federation 
of  Accountants revised 
ISA 610, Using the Work of 
Internal Auditors, in 2013, 
whereby external auditors 
may further consider and 
use the work of  internal 
auditors in external 
auditing (if  prescribed 
criteria are met) as part 
of  their planning and risk 
assessment procedures 
and even using their work 
to form part of  the external 
auditors’ assurance in 
the audits of  historical 
financial statements. 

Ethics audit
While ethics audit is not 
new in Europe and the US, 
it is somewhat unheard 
of  in Asia and Malaysia 
alike. The reasons for 
examining an organisation’s 
ethics include pressure 
from society, part of  risk 
management, stakeholder 
expectations and identifying 
a basis to measure future 
improvements. In some 
cases, an organisation’s 
poor or lack of  ethical 
behaviour may have 
resulted in costly 
legal action, stricter 
government regulation or 
even reprimand.

Ethical auditing is a 
process which reviews and 
assesses the internal and 
external consistency of  an 
organisation’s values base. 
It is value linked in that it 
incorporates a stakeholder 
approach. It aims to 
promote accountability 
and transparency towards 
stakeholders and it is 
intended for internal 
control, to meet the 
ethical objectives of  the 
organisation. It generally 
encompasses the approach 
shown overleaf. 

capturing its ethical profile. 
An ethical profile can be 
invaluable to boosting an 
organisation’s reputation.

In the cloud
Besides the above, 
other areas gaining the 
attention of  internal » 

Focus areas

1 Corporate governance reviews

2 Audit of  enterprise risk management process

3 Reviews on linkage of  strategy/company performance

4 Ethics audits

5 Migration to IFRS

6 Social and sustainability audits

7 Disaster recovery testing and support

8 Evaluation of  effectiveness of  internal control

9 Audit of  IT/ICT risks

10 Executive compensation assessment

11 Implementation of  XBRL

12 Business viability assessments 

13 Auditing of  information risks

14 Due diligence reviews

15 Auditing of  outsourced operations

16 Project management audit

17 Facilitating risk/control/compliance training/education 

18 Quality/ISO audits

19 Compliance audits

20 Security assessments and investigations

21 Investigations of  fraud and irregularities

22 Auditing financial risks

23 Management audits

24 Operational audits

25 External audit assistance

% of respondents

23%

20%

20%

19%

19%

19%

18%

17%

17%

16%

16%

16%

16%

16%

15%

15%

15%

15%

15%

13%

13%

13%

12%

11%

11%

The value of  the ethical 
audit is that it enables 
the company to see itself  
through a variety of  lenses, 

FOCUS OF INTERNAL AUDITING, 2010-15

Source: Institute of Internal Auditors
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A typical audit approach for 
cloud computing would be 
a ‘layered’ approach, also 
known as a ‘defence-in-
depth’ approach. It starts 
with the hardware and 
infrastructure level, followed 
by the database layer, then 
the server level, followed by 
the application layer and 
finally the network level. 

Sustainability audit 
refers to the review 
and assessment on 
the appropriateness 
and sufficiency of  an 
organisation’s adoption of  
environmentally responsible 
practices, sound social 
policies and exceptional 
governance structure in 
order to minimise risks and 
volatility and to enhance 
the long-term development 
impact of  corporate 
activities. It is done by 
comparing the existing 
practices of  the organisation 
with best practices, 
standards and regulations, 
as well as against specific 
sustainability-based KPIs. 
The objective of  such 

auditors, especially in 
Asia and Malaysia, are 
cloud computing and 
sustainability audits. As 
more organisations move 
more data to internet-
based services, internal 
auditors will need to assess 
how these critical ‘assets 
of  the organisation’ are 
managed. The key areas 
related to an audit of  
an organisation’s cloud 
computing include:

* compliance of  data 
protection and privacy 
laws and regulations, 
including sufficiency 
and appropriateness 
of  internal data 
security policies;

* roles and responsibilities 
of  IT personnel/
information officers;

* safeguarding of  sensitive, 
confidential and 
personal information and 
intellectual property and 
trade secrets;

* controls over access; and

* service level and contract 
management with cloud 
computing vendors.

audits is to provide the 
various stakeholders with 
assurance on how the entity/
corporation is managing its 
‘triple bottom line’ or a good 
balance of  ‘people, planet 
and profit’. 

Outlook
The role of  internal 
auditing has, without a 
doubt, gone through a 
massive ‘makeover’ since 
the industrial age to our 
current times. From the 
typical ‘watchdog’ who 
‘hounded’ management 
with compliance 
and effectiveness of  
operations, internal 
auditing is now becoming 
an independent but key ally 
to various stakeholders of  
the organisation. 

With the changing 
business environment, 
demands for proper 
governance and risk 
management, varying social 

trends, emergence of  new 
technology and business 
operating platforms, and 
borderless enterprise, the 
control landscape has 
certainly been transformed. 
This has certainly required 
the value proposition of  
internal auditing to move to 
a new and enhanced level, 
beyond the call of  controls. 

The internal audit 
function has and will 
continue to become a major 
support and consulting 
function for management, 
the audit committee, the 
board of  directors and the 
external auditors, as well as 
other key stakeholders. ■

Ramesh Ruben Louis is 
a professional trainer 
and consultant in audit 
and assurance, risk 
management and corporate 
governance, corporate 
finance and public 
practice advisory

Clarify and confirm the organisation’s value  
(or value system)

Provide a parameter to measure future 
improvements (linked to KPIs)

Identify any social expectations currently not met 
as well as stakeholders to clarify expectations

Identify any specific problems (ethical related), 
including issues that motivate employees

Propose recommendations for improvement, 
including best practices where applicable

FOR MORE INFORMATION:

Institute of  Internal Auditors: www.theiia.org

AIMS OF ETHICAL AUDITING
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the economic recovery. 
Leong Soo Yee, head of  
ACCA Singapore, added: 
‘While confidence in 
their own businesses 
has deteriorated, finance 
professionals remain 
confident in the broader 

Credit crunch bites in Q3
ACCA’s latest Global Economics Conditions Survey points to a drop in business 
confidence in Asia, with credit rationing, inflation and falling investment taking their toll

January is a great time to reflect on your past year’s CPD activity. Did you find yourself 
cramming your development into the last few months? It could be useful to plan earlier 
this year if you are to gain the most value from your CPD activity.  

As a new year begins, why not set yourself  new learning or career goals for 2014?  
Remember, CPD is not just courses and events; there are plenty of  other methods for 
acquiring learning that counts towards your CPD such as work-based or e-learning, 
being a workplace mentor to an ACCA trainee and even reading publications or technical 
articles. To access a wide range of  learning and development opportunities, visit My 
Development (www.accaglobal.com/cpd) and start planning your CPD.

If  you are a new ACCA member, use ACCA’s interactive coaching tool to learn more 
about CPD; you’ll find it at http://cpdiguide.accaglobal.com. For members who submitted 
an Option B declaration in 2013, the i-guide also offers guidance on how to 
rectify a CPD shortfall and convert it into an Option A declaration.  

If you have not yet made your 2013 CPD declaration, you should do so 
immediately.

HONEYMOON IS OVER
The post-election boost to business confidence has 
vanished in Malaysia as only 13% of businesses 
report confidence gains in the third quarter, according 
to the survey. Some 65% of respondents now believe 
that conditions are deteriorating or stagnating, up 
from 55% in Q2. Only 13% reported confidence gains, 
down from 28% in the previous quarter.

Jennifer Lopez, head of  ACCA Malaysia, said: 
‘Finance professionals are seeing first hand the 
renewed challenges facing Malaysia’s businesses. 
Business investment in capital and staff  has fallen for 
a second quarter, while inflation and foreign exchange 
volatility have increased for the third quarter in a row, 
putting importers under a lot of  pressure. 

‘The post-election honeymoon period has ended 
and that is reflected in the approval ratings we found 
for the government’s economic policies, which are at 
their lowest for quite some time. On the other hand, 
fears of  public spending spiralling out of  control 
appear to have died down.’

Ada Leung, head of  ACCA 
China, added: ‘Business 
confidence has been falling 
throughout China over 
the last six months, with 
concerns accelerating in the 
third quarter of  2013.’ 

Confidence hindered
In Singapore, business 
confidence also fell, with 
only 18% of  businesses 
reporting confidence gains.

This was, said Schizas, 
due to several factors: 
‘Inflation is close to its Q1 
highs once again, while 
pressures on demand and 
cashflow are up again, 
ending a full year of  
improvement. Meanwhile, 
growth capital has also 
become less accessible, after 
supply peaked in early 2013. 

‘Neighbouring Malaysia 
has also seen confidence 
drop off  and businesses 
are seeing a number of  
challenges.’ (See box)

However, optimism 
remained among 
Singapore’s finance 
profession in relation to 

The long-predicted credit 
crunch in China has 
arrived, according to new 
findings from ACCA and the 
Institute of Management 
Accountants (IMA) in their 
Global Economic Conditions 
Survey  (GECS). 

The survey revealed 
that respondents in China 
reported the tightest supply 
of  growth capital in at least 
two years, suggesting that 
the country’s official and 
shadow banking sectors 
are taking a significant 
hit. In response, business 
investment in capital and 
staff  has fallen sharply. 

Emmanouil Schizas, 
ACCA’s senior economic 
analyst, said: ‘Credit 
rationing and fears about 
private and public sector 
debt have continued to 
damage the Chinese 
recovery and the crunch 
appears more prevalent 
on the mainland, while 
businesses in Hong 
Kong still appear to have 
reasonable access to 
growth capital.’ 

SET YOURSELF NEW LEARNING GOALS FOR 2014

economy, with 34% of  
those surveyed believing 
it is improving or about to 
do so. That perception has 
not changed significantly 
since the second quarter 
of  2013.’ ■

For more, see page 66.
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RECRUITMENT 
MARKET
The global recruitment market is 
a mixed bag. For many looking 
to get on or move up the ladder, 
macroeconomic conditions 
will continue to shape a tight, 
competitive environment. Yet 
there is a continued scramble 
for talented candidates, with 
many employers bemoaning a 
lack of people with the desired 
communication skills, commercial 
awareness and ability to think 
strategically. Use your ACCA 
Qualification to set yourself 
apart, expand your skill-set, 
network, become a social media 
maverick. Just look at all the 
jobs and companies 
recruiting through 
ACCA Careers – 
ACCA members are 
in demand and 2014 

acca careers 2014

Visit ACCA Careers’ new 
Post-Graduate portal. Why? 
Because ‘the prestigious degree 
is your key for a career switch, a 
top management position and 
100% salary increase on average,’ 
according to the FT in 2013. 

It’s no surprise the most in 
demand people on ACCA Careers 
are the hardest to find – members, 
senior professionals, often called 
‘passive jobseekers’, a slightly 
contradictory term suggesting 
opportunism over necessity. 

Employability
This is understandable; the 
status of membership means, 
for many, opportunity comes 
knocking. The number of students 
registered on ACCA Careers 
outweighs members by over 3 
to 1, while jobs listed on the site 
for members outweighs those for 
students by over 4 to 1. 

Opportunities
Since launch, ACCA Careers has 
posted in excess of 18,700 jobs to 
a talent pool of 11,400 members. 
This means that for every member 

ACCA MEMbERs ARE IN dEMANd ANd ACCA CAREERs Is 
pRRof. MoRE EMployERs ARE REgIsTERINg dAIly

registered on ACCA Careers, we’ve 
provided 1.6 jobs – a very favourable 
ratio, thankfully inconsistent with the 
wider labour market.

Practice and industry
Also interesting is the split between 
the popular sectors and the sectors 
actually hiring. Unsurprisingly 
accounting practices are the 
biggest recruiters and also the 
most popular sector among ACCA 
candidates. Beyond practice, the 
biggest opportunities lay in the retail, 
financial services, manufacturing, 
banking and technology sectors. 
While the sectors being sought 
by members are heavily skewed 
towards finance and banking. The 
opportunities available to members 
on ACCA Careers are only growing 
and the variety of employers and 
recruiters makes it a unique resource 
for your career.

Neil Johnson
Editor, ACCA Careers

TesTIMONIaL
“I came across AIMS on the ACCA website and 
attended an introductory meeting which was very 
informative and that led me set up my own practice 
using their model. The initial training given to all 
accountants is an important tool and helped me to 
enhance the technical knowledge and an overall 
development. I can proudly say that I am an entre-
preneur, who is in full control of my career and quality 
of life. Thanks to AIMS. It just works!”

MeMBers IN 
BUsINess

WHaT recrUITers 
WaNT

reGIsTraTION 
sPLIT

PsYcHOMeTrIc TesTING: 
HOW WOULD YOU Fare? 

Psychometric tests are 
designed to measure aspects 
of your mental ability or your 
personality and are increasingly 
used as part of the recruitment 
or selection process. 
Visit accacareers.com to find out more.



FINaNce execUTIve

PETRONAS is a fully integrated oil and gas 
corporation and is ranked among the FORTUNE 
Global 500® largest corporations in the world. 
The Company is involved in the following 
businesses:

MaLaYsIa | reF: PeTrONas_acca004

MaNaGer Tax PLaNNING

Telekom Malaysia Berhad (TM), Malaysia’s 
broadband champion and leading integrated 
information and communications group, offers a 
comprehensive range of communication services 
and solutions in broadband, data and fixed-line.

KUaLa LUMPUr | reF: TM001

Hr DIrecTOr

The role reports to the Managing Director/CEO 
and is responsible for the financial management 
that includes monthly management accounts, 
key business performance indicators, and 
performance commentary for the Group across 6 
countries within South East Asia.

KUaLa LUMPUr | reF: Pcs_errs/001

seNIOr FINaNcIaL aNaLYsT

To provide accounting and cash management 
services to a portfolio of clients. To analyse the 
accounts and prepare reconciliation statements. 
To prepare the supporting schedules and 
computation for the accruals, provisions, 
prepayments etc.

MaLaYsIa | reF: sYM003

seNIOr MaNaGer

Responsible for all aspects of financial 
accounting, statutory reporting, taxation and 
administrative matters. Managing the company 
full accounting system. Monthly Operation and 
Financial reporting to the Group.

KUaLa LUMPUr | reF: TccL sDN BHD (12969-P)

seNIOr assOcIaTe

Identify and assess key risks and evaluate 
key controls to improve the adequacy and 
effectiveness of the client’s system of internal 
controls. Ensure audit work is adequately 
supported, properly documented and aligned 
with the stated audit objectives.

MaLaYsIa | reF: crOWe01

Tax MaNaGer

PETRONAS Group Tax is responsible to ensure 
that the PETRONAS Group of Companies 
complies with the applicable tax laws and 
regulations in the jurisdiction applicable to 
its entities.

MaLaYsIa | reF: PeTrONas_acca009

MaNaGer

As Revenue Assurance Manager, reponsibilities 
include; Independently governs the risks to 
the revenue stream. Assist Product Managers 
and Sales with completing any required 
documentation for RFP/RFI’s.

MaLaYsIa | reF: recs002

TO aDverTIse caLL 
THe saLes TeaM ON 
+44 (0) 20 7902 1210

TO aPPLY FOr aNY OF THe POsITIONs BeLOW PLease vIsIT 
WWW.accacareers.cOM Or scaN THe qr cODe
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belief  that accountants 
and finance professionals 
must play an active role in 
providing viable solutions 
to our global sustainability 
challenges. ACCA promotes 
transparency and best 

practice, and aims to 
help businesses realise 
the growing importance 
of  sustainability.’

The focus on ESG 
reporting in Malaysia has 
also received a shot in the 
arm thanks to the proposed 
establishment of  an ESG 
Index. Bursa Malaysia chief  
regulatory office Selvarany 
Rasiah told ceremony 
attendees that this would 
enhance the attractiveness 
of  Malaysia’s capital market 
as a destination for listing as 
well as investment. 

‘This will allow 
companies with leading 
sustainability practices 
to profile themselves 
and also further promote 
sustainability practices 
among listed companies. 
This will also raise the 
standing of  our capital 
market and enable 
companies to tap for 
capital from the many 
growing SRI [Social 
Responsible Investment] 
funds,’ she said. 

Room for improvement
In total 48 entries were 
submitted. From these, 
16 – 11 standalone 
sustainability reports and 

The 2013 ACCA Malaysia 
Sustainability Reporting 
Awards (ACCA MaSRA), 
held in Kuala Lumpur in 
November and supported by 
Talent Corporation Malaysia 
(TalentCorp), saw Maybank 
and Media Prima emerge 
as joint overall winners 
in recognition of their 
reporting and disclosure 
of full environmental, 
social and governance 
(ESG) information.

New for 2013 was 
the Reporting on Gender 
Diversity category, 
recognising the organisation 
that best reports on its 
gender diversity practices 
and policies, and efforts 
to support women in the 
workplace. Maybank and 
Nestlé (Malaysia) received 
a commendation for their 
efforts in this category. 

Meanwhile, Sime Darby 
walked away with the Best 
First-Time Reporter award, 
while British American 
Tobacco (Malaysia) 
received the Reporting 
within an Annual Report 
award. Other companies 
to receive commendation 
awards included Guinness 
Anchor (Product 
Responsibility) and Nets 
Printwork (Sustainability 
Reporting in SME).

Speaking at the awards 
ceremony, ACCA Malaysia 
country head Jennifer Lopez 
said: ‘For over 20 years, 
ACCA has been a leading 
voice in promoting ESG 
reporting for businesses 
as an integral part of  
mapping their impacts 
beyond traditional financial 
accounting practices.

‘Our efforts are 
motivated by a strong 

five sustainability reports 
within annual reports 
– were shortlisted and 
evaluated on three criteria: 
completeness, credibility 
and communication. 

While the judging panel 

– chaired by Securities 
Commission Malaysia 
executive director for 
strategy and development 
Goh Ching Yin and 
including Selvarany Rasiah, 
Bursa Malaysia’s chief  
regulatory officer, and 
TalentCorp CEO Johan 
Mahmood Merican – were 
heartened to note a 
significant improvement 
reporting quality, they felt 
that there was still room 
for improvement. 

‘Companies need to 
prove that they are making 
more than just token efforts 
at addressing issues which 
are of  concern to their 
stakeholders as well as 
their customers. They need 
to unequivocally show that 
they have coherent and 
obvious programmes to 
tackle these issues, as well 
as show how successful 
these programmes are in 
execution,’ said the judges 
in their report. 

The judges also hoped 
to see enhanced gender 
diversity disclosures, 
pointing out that merely 
providing commentary 
on gender diversity 
efforts is insufficient to 
build credibility.

In addition, the judges 
also urged companies to 
push the envelope and begin 
tackling issues beyond 
the normal scope of  their 
business operations and 
industry requirements. 

‘For instance, utility 
companies would already 
place environmental 
conservation very high on 
their agenda, but this is 
more of  a requirement and 
not something optional 
for them. They have to 
prove to be doing more… 
for example, they might 
deliver well on environmental 
issues but lack in other 
areas such as social 
responsibility disclosures,’ 
said the judges. 

Judges also noted that, 
in previous years many 
entrants had produced 
sustainability reports to 
meet Bursa Malaysia’s 
reporting requirements 
rather than because they 
believed in the strategic 
value of  disclosure. 

This sentiment was 
echoed by Selvarany during 
the panel discussion. She 
noted that sustainability 
reporting has improved 

Sustainability reporting strengthens
The 2013 ACCA Malaysia Sustainability Reporting Awards (ACCA MaSRA) recognised 
best practice as the country gears up for the proposed introduction of an ESG Index 

▌▌▌’COMPANIES NEED TO PROVE THAT THEY ARE 
MAKING MORE THAN JUST TOKEN EFFORTS AT 
ADDRESSING ISSUES WHICH ARE OF CONCERN’

► TALKING POINT
From left: Jennifer Lopez, 
country head, ACCA 
Malaysia; Selvarany Rasiah, 
chief regulatory officer, 
Bursa Malaysia; and Johan 
Mahmood Merican, CEO, 
Talent Corporation Malaysia
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over time, as evidenced 
by a higher number 
of  standalone reports 
being issued by listed 
companies and the amount 
of  information that is 
being provided. However, 
she acknowledged that 
there exists a disparity in 
the reporting. ‘There are 
companies that are at the 
top end of  the spectrum 
where they issue stand-
alone reports with clear 
links between sustainability 
practices and strategy as 
a whole, while at the other 
end there are companies 
that are still reporting on 
philanthropic activities,’ 
she said. 

Link to strategy
Reiterating the increasing 
importance of  non-financial 
information (of  which the 
sustainability report is a 
component), Selvarany 
said that it is vital for 
sustainability initiatives to 
be linked to a company’s 
strategy and, to achieve 
that, the conversation 
has to begin at the very 
top. ‘At the highest level, 
boards need to focus on 
the issue of  sustainability 
and treat it as part of  
the corporate strategy,’ 
she noted.

Apart from being 
a useful tool for the 
investment community, 

sustainability reporting is 
a way for an organisation 
to communicate its role 
as a corporate citizen, 
said Johan. ‘It’s not just 
investors who pay attention 
to these reports but also the 
talent who want to see if  the 
values of  the organisation 
align with theirs. It is part 
and parcel of  strengthening 
the respective organisations’ 
employer proposition,’ 
he added. 

Going forward, Lopez 
hoped that new and 
returning participants would 
step up their corporate 
reporting efforts for ACCA 
MaSRA 2014, which opens 
for entries in March. 

▲ IN RECOGNITION
From left: Teh Soo Tyng, 
sustainability manager, 
Nets Printwork; En Khairudin 
Hashim, group head, group 
sustainability and quality 
management, Sime Darby; 
Christine Lee, corporate and 
legal affairs director, British 
American Tobacco (Malaysia); 
Y Bhg Datuk Kamal Khalid, 
chief operating officer, shared 
services, Media Prima; Goh 
Ching Yin, executive director, 
strategy and development, 
Securities Commission; 
Jennifer Lopez, country 
head, ACCA Malaysia; Eliza 
Mohamed, head of corporate 
affairs, Maybank; Zainun Nur 
Abd Rauf, executive director, 
group corporate affairs, Nestlé 
(Malaysia); Renuka Indrarajah, 
corporate relations and legal 
director, Guinness Anchor; and 
Johan Mahmood Merican, CEO, 
Talent Corporation Malaysia

‘Looking ahead, we urge 
participating companies to 
focus on communicating 
the three pillars of  
environment, social and 
governance efforts and to 
move towards integrated 
reporting,’ she said. ■

Sreerema Banoo, journalist
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‘In an increasingly 
global, competitive and 
connected world, we 
have to be ready to take 
opportunities and face the 
challenges presented by a 
new business landscape,’ 
Helen Brand, ACCA chief  
executive, told delegates. 
She stressed ACCA’s 
focus on delivering value 
– to members, students, 
employers, learning 
partners and society – 

ACCA’s 2013 International 
Assembly, gathering finance 
leaders from around the 
world, looked into the future 
while also focusing on 
current challenges. 

With the theme of  
‘Beyond 2015’, ACCA 
leaders and conference 
delegates considered how 
accountants can show 
financial leadership and 
deliver high performance 
within their organisations.

while also highlighting 
ACCA’s recent successes 
in growing its membership 
and maintaining healthy 
finances. 

‘Our reputation and 
influence continue to grow,’ 
Brand said. ‘For ACCA, the 
connections we make with 
employers, policymakers, 
governments and national 
bodies around the world 
mean we can and do 
influence outcomes.’ 

She also highlighted 
ACCA’s complete finance 
professional concept, 
launched in 2013 and 
based on research into 
the competencies that 
business leaders require 
from aspiring finance 
professionals. 

‘We are committed to 
ensuring that the ACCA 
Qualification will continue 
to comprehensively cover 
the skills and behaviours 
required by organisations in 
all sectors,’ she said.

Subsequent conference 
sessions focused on the 
future: opportunities and 
threats for ACCA and the 
accountancy profession, 
ACCA’s draft strategy 
to 2020 and its growth 
ambitions. The future of  the 
ACCA Qualification was also 
considered, as well as the 
value of  ACCA membership.

Four lines of  sight
During a joint session with 
ACCA Council, finance 
leaders shared their views 
on the challenges CFOs face 
when striving to provide 
finance leadership in their 
organisations and create 
high-performing finance 
teams. Jeff  Thomson, 
president and CEO of  IMA 
(Institute of  Management 
Accountants), ACCA’s 

Taking the long view
ACCA’s recent International Assembly turned its attention to the future, and how the 
finance team can show leadership and add value to their organisations

ETHICS
‘A key role for today’s 
accountants is to 
act as a guardian 
of integrity in their 
businesses. By showing 
ethical leadership and 
embodying the values 
of integrity, objectivity 
and professional care, 
accountants help 
maintain and strengthen 
the reputation of the 
business they work for, 
while at the same time 
protecting the public interest.

‘Regulation, codes of  conduct and compliance policies may not be enough in 
themselves to create a climate of  ethical and responsible behaviour. Given that all 
important business decisions are ultimately made by people rather than systems, 
behavioural factors are crucial in determining how any business acts. 

‘So while it is essential to have an ethical culture led from the top, it is also 
important to have people in positions of  authority, especially in the finance function, 
who can be relied on to make decisions in the right way and for the right reasons.’
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global strategic partner, 
explained that as CFOs 
evolve from ‘bean counting 
to bean sprouting’, they 
need wider vision. ‘In their 
expanded role in strategy 
and sustainable growth, 
the CFO’s line of  sight is 
fourfold: hindsight, oversight, 
insight and foresight.’

Hindsight involves 
‘looking back to learn 
from history’, to point the 
organisation in the right 
direction for achieving 
growth, Thomson explained. 

Oversight is ‘a traditional 
CFO role in terms of  financial 
performance and resource 
monitoring and ensuring a 
healthy financial profile. 

‘Insight is where we 
begin to move into the 
expanded skillset that 
professional associations 
must help address. Business 
partnering starts where 
business analytics takes over. 
Reporting the numbers is 
vitally important, but turning 
information into insight 
and ultimately intelligence 
is what often distinguishes 
good companies from great 
companies.’ 

Finally, foresight is where 
the CFO plays a leading 
role in helping to shape a 
successful future for their 
organisation, through 
developing a ‘curious and 
adaptable mindset’.

Virtual teams
Teuta Bakalli, former CFO of  
financial services business 
Pepper Europe, identified 
one particular trend that has 
changed the skills needed by 
finance professionals – the 
development of  shared and 
outsourced services. 

‘Being able to manage 
virtual teams has become 
extremely important,’ she 
said. ‘Managing a team 
when you are not in the 
same location requires a 
different skillset. Technical 
skills are always necessary, 
but outsourcing creates new 

challenges in terms of  how 
you integrate your team 
when people are based in 
different time zones, with 
different language barriers.’ 
Effective communication is 
the only ‘silver bullet’ for 
managing such situations, 
she said.

New skills
To ensure the finance team 
adds value, organisations 
are recognising the need 
to develop new finance 
capabilities. ‘We have 
seen a much greater 
focus on ensuring finance 
professionals have access 

to the right development 
opportunities in many 
businesses, to coaching, 
mentoring and experimental 
learning programmes,’ 
said Yvonne Yang, finance 
director for Asia Pacific at 
MSC Software. 

She added: ‘And we have 
seen a better understanding 
of  the importance of  
developing transparent 
career paths across the 
organisation so that 
professional accountants 
understand how they can 
develop their careers and 
the necessary skills and 
capabilities they will need.’

This is why diversity in its 
broadest sense is becoming 
much more important, Yang 
pointed out. ‘Globalisation 
is causing increasing 
complexity of  business 
operations and in particular 
of  the finance function, 
which has to support 
businesses as they enter 
emerging markets. 

‘Tapping into local 
knowledge and dealing 
with many local regulations 
requires diversity of  
understanding and 
experience in finance.’ ■

Sarah Perrin, journalist

PUBLIC SECTOR SKILLS
‘Public sector professionals face a range of challenges, 
and need to develop and exercise financial leadership 
skills.

‘ACCA-commissioned research on how professional 
accountants were responding to the challenges of  
austerity found an improved understanding of  the cost 
basis of  services and more challenge of  the underpinning 
costs. Support services had been stripped out through 
outsourcing and shared services. Multi-year budgeting 
was commonplace, and there was greater emphasis on 
financial modelling and improved analytical approaches. 

‘These are notable achievements, but the research also 
highlighted areas for future development. It identified a 
lack of  long-term vision. There is a continued focus on 
making blanket cost reductions across all services, whereas there could be greater 
prioritisation. There is also a perceived lack of  strategic management skills. 

‘Given these findings, it is increasingly important that we as a professional 
accountancy body work closely with public sector employers and members to support 
skills development.’

DIVERSITY
‘Every CFO I have ever spoken to essentially has three 
goals for their finance function: they want to reduce 
cost and improve finance processing efficiency, they 
want to ensure appropriate control and compliance, 
and they want finance to be a more effective partner 
to the business to help drive and create value.

‘So the questions they have are around finance 
capabilities. How do they develop the skills and 
capabilities in their people to deliver this in a global 
environment? How do they bring in people with the 
necessary diversity of  skills and experiences? How do 
they bring in new ways of  thinking?’

Anthony Harbinson,  
ACCA deputy president
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Ethics paves way to business success
Accountants and CFOs are advised to safeguard the trust and goodwill of stakeholders, 
customers and investors by putting ethics centre-stage, says Datuk Zaiton Mohd Hassan

employers’ and investors’ 
expectations of  them are 
moving up several notches. 

At the heart of  this is the 
need to promote the highest 
ethical and governance 
standards, and it is 
something that we at ACCA 
strive to do. ACCA has long 
had a code of  ethics for our 
members. The fundamental 
principles of  this code 
require members to:

* behave with integrity in 
all professional, business 
and personal financial 
relationships;

* strive for objectivity in  
all professional and 
business judgements;

* only accept or perform 
work which they are 
competent to undertake;

* carry out professional 
work with due skill, care 
and diligence, and with 
proper regard for the 
technical and professional 
standards expected of  
them as members; and

* behave with courtesy and 
consideration towards 
anyone with whom they 
come into professional 
contact.

The importance of  ethics 
and knowing what it is all 
about is one of  the pillars 
of  ACCA’s qualifications 
and continuing professional 
development. Ethical and 
professional development 
starts from day one, as soon 
as students have registered 
with ACCA. It is ACCA’s 
commitment to not only train 
good accountants, but also 
accountants that are good. 

Nowadays, it is common 
to hear of  companies and 
organisations formulating 
a corporate code of  ethics 
which are proudly displayed 

Once every few years, 
the business world will 
be aghast at news of yet 
another major corporate 
accounting scandal. While 
the names of Enron and 
WorldCom readily spring to 
mind when discussing the 
biggest of such scandals, 
Asian countries including 
Malaysia are not immune to 
such corporate shenanigans.

The reality is that even 
accountants and auditors 
sometimes fail to carry out 
their professional duties 
properly. And when this 
becomes public knowledge 
and fodder for the media, 
confidence in the profession 
will be shaken.

Ethics and professional 
conduct is vitally important 
for the accountancy 
profession, ensuring public 
trust in financial reporting 
and business practices.

By its very nature, 
the work carried out by 
accountants and auditors 
requires a high level of  
ethics. Shareholders, 
potential investors and 
other users of  the financial 
statements depend on the 
yearly financial statements 
of  a company as they use 
this information to make 
informed decisions on 
investment and business 
relations. They largely 
rely on the opinion of  the 
accountants who prepared 
the statements, as well as 
the auditors that verified it, 
to present a true and fair 
view of  the company.

In a post-crisis global 
economy that is volatile, 
complex and competitive, 
finance professionals, 
especially accountants, 
have to face the reality that 

in annual reports and on 
corporate websites. Coming 
up with a code of  conduct 
is well and good, but it is 
one thing to enact rules and 
quite another to enforce 
them. ACCA members have 
the capability and duty 
to lead by example 
here, and I urge our 
members to be 
diligent in upholding 
ethical practices in 
their work.

Ultimately, 
the success of  a 
business ethics 
initiative is 
measured by how 
well it becomes 
ingrained in the 
corporate culture. 
The board and senior 
management – and 
that includes CFOs and 
accountants – need 
to create a culture 
that promotes 
ethical behaviour and 
business practices. 

The importance 
of  ethics in the 
accountancy profession 
cannot be understated. 
Unethical practices will 
cause a breakdown 
of  trust and goodwill 
that stakeholders, the 
public, customers and 
investors may have had 
in a company. It only 
takes one instance to 
destroy a reputation 
that has taken years to 
build. In short, ethics 
is the bedrock of  
business success. ■

Datuk Zaiton Mohd 
Hassan is president 
of the ACCA 
Malaysia Advisory 
Committee
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A PRESIDENTIAL LUNCHEON
ACCA hosted a networking luncheon during the ACCA 
president’s visit to Malaysia on 22 October 2013 at Hilton 
Kuala Lumpur. Martin Turner welcomed more than 100 
invited guests and delivered a keynote address entitled 
‘Changes in the global economy and the future of accounting’.

Joining Turner at the event were ACCA vice-president 
Datin Alexandra Chin, ACCA Council members Datuk Nasir 
Ahmad and Datuk Khalid Ahmad, and Datuk Zaiton Hassan, 
president of  ACCA Malaysia Advisory Committee, making the 
gathering a high-profile affair. 

During the president’s visit, he was welcomed by ACCA 
students, lecturers and staff  of  Universiti Teknologi MARA 
(UiTM) from the Faculty of  Accountancy at their campus in 
Shah Alam, Selangor.

Turner also gave a special address at a dinner hosted by 
Sunway TES, which was celebrating 10 years as an ACCA 
Approved Learning Partner. The evening was attended by 
more than 200 guests. In addition, he visited Petronas to 
present an ACCA Approved Employer certificate to Nuraini 
Ismail, vice-president of  Treasury at the company. During 
his time at Petronas, he gave a speech on the future of  
accounting to students and affiliates.

ACCA NEW MEMBER 
CEREMONY AND 2013 
TOP ACHIEVERS AWARDS
Between 26 June 2012 
and 30 September 2013, 
ACCA welcomed 850 
new members into the 
ACCA family fold. This 
initiation was held at 
a grand ceremony last 
October, concurrently with 

Malaysia welcomes the president
ACCA president Martin Turner had a packed diary when he visited Malaysia in October – 
not least attending a high-profile networking luncheon at which he gave a keynote address

the celebration of 28 top 
achievers of the December 
2012 and June 2013 
examinations.

The ceremony was 
attended by close to 300 
guests, including the ACCA 
president, Martin Turner, 
ACCA vice-president Datin 
Alexandra Chin, Council 
member Dato’ Khalid Ahmad 

and ACCA MAC president 
Datuk Zaiton Mohd Hassan, 
who was joined by fellow 
members Siew Chin Kiang, 
Jason Crimson and Lock 
Peng Kuan. 

The event was also 
supported by representatives 
from the Approved Learning 
Partners including Lucy 
Read, marketing manager of  

Sunway Kuching, Dr Roszana 
Tapsir, deputy dean – Faculty 
of  Accounting from UiTM, 
and Jonson Chong, head 
of  KDU University College 
School of  Business. 

▲ MILESTONE MOMENT
Some of the new ACCA 
members celebrate with  
their certificates

► THOUGHT 
LEADERSHIP
ACCA president, 
Martin Turner 
delivering his 
keynote speech
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Honorary membership

Two giants of the 
accountancy profession 
have been awarded honorary 
membership of ACCA.

Ian Ball, former CEO of  
the International Federation 
of  Accountants (IFAC) and 
Professor Bob Eccles, senior 
lecturer at Harvard Business 
School, were presented with 
their honorary memberships 
at a joint ACCA Council 
and International Assembly 
dinner at the Royal Society 
of  Arts in London.

ACCA president Martin 
Turner said that Ball 
gained the honour for 
his contribution to the 
development of  the global 
profession and championing 
the cause of  improving 
financial management in the 
public sector. 

Former CEO of IFAC and Harvard lecturer awarded honorary 
membership of ACCA for their contributions to profession
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ABOUT 
ACCA
ACCA is the global 
body for professional 
accountants. 
We aim to offer 
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. 
We support our 
162,000 members 
and 428,000 
students throughout 
their careers, 
providing services 
through a network 
of  89 offices and 
active centres. 
www.accaglobal.com 

OPTIMISTS FINALLY OUTNUMBER PESSIMISTS
Confidence in the global economic recovery among finance professionals is the 
strongest it has ever been since ACCA began its Global Economic Conditions Survey 
of members in 2009. 

More than half  (53%) the 2,000 respondents to the 2013 Q3 survey believe 
conditions are improving or about to do so, up from 47% in Q2. Those expecting 
stagnation or deterioration fell from 50% in Q2 to 43% in Q3. It is the first time in the 
history of  the survey that optimists have outnumbered pessimists. 

Global business confidence also continued to rise, albeit at a slower pace, with 
28% saying they were more confident about the prospects of  their own businesses 
than they had been three months earlier, up from 26% in Q2. 

The survey is jointly carried out by ACCA and IMA (Institute of  Management 
Accountants). More information at www.accaglobal.com/ab39

ACCA SYLLABUS ENHANCED
Improvements have been made to the ACCA Qualification to meet the needs of 
employers by updating the content of the global syllabus and ensuring newly qualified 
members have the skills and knowledge to be complete finance professionals. 

A wide range of  changes have been made across the syllabus in such key areas as 
professionalism and ethics, strategy and innovation, financial management, corporate 
reporting, sustainable management accounting and audit. 

More details at www.accaglobal.com/ab40

73%
Percentage of  
ACCA members 
who expect to 
achieve their 
career ambitions 
within the next 
four years, 
according to an 
online survey of  
4,000 members 
around the world.
See page 43.

▲ ACCA PIN FOR INNOVATORS
Bob Eccles (left) helped to develop integrated reporting while Ian 
Ball (right) has championed public sector financial improvements

Eccles gained his award 
for his contribution to 
developing the thinking 
behind integrated reporting.

Turner said: ‘Both 
have made significant 
contributions to the 

development of  the 
profession around the world. 
They have progressed and 
promoted the profession, 
while also forging ahead with 
new thinking on accountancy 
and business.’ 
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O�  cial fuel economy fi gures for the XF 14MY range in MPG (l/100km): Urban 16.7–48.7 (16.9–5.8). Extra Urban 
32.8–64.2 (8.6–4.4). Combined 24.4–57.7 (11.6–4.9). CO2 Emissions 270–129 g/km.
The fi gures provided are as a result of o�  cial manufacturer’s tests in accordance with EU legislation. A vehicle’s actual fuel consumption may di� er from that achieved in such tests and these 
fi gures are for comparative purposes only. *On the road price is the manufacturer’s Recommended Retail Price, plus First Registration Fee and Delivery Pack. £33,995 refers to XF 2.2 163PS 
R-Sport saloon. All details are correct at time of publication and are subject to change without notice. **Based on an XF 2.2 163PS R-Sport with no options for a 40% tax payer. Vehicle shown 
fi tted with 18” dealer fi t accessory wheels.

LOOKS LIKE IT 
SHOULDN’T BE ON 
YOUR LIST.

THE NEW 129 G/KM XF R-SPORT. 

It’s natural to think that the Jaguar XF R-Sport shouldn’t be on your company 
car list. Think again. With prices from £33,995* on the road, or £226.27 per 
month** in BIK for company car drivers paying higher rate tax, isn’t it time 
you put the XF R-Sport at the top of your list? For more information, contact 
our Business Sales Specialist team on 0845 366 1574.

WWW.JAGUAR.CO.UK/BUSINESS

HOW ALIVE ARE YOU?

12114449_260x192_CORP_Q4_R Sport_AB Magazine_aw.indd   1 03/12/2013   17:25
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