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PREPARE TO FAST FORWARD
Among the many attributes of finance and accounting 
professionals, crystal-ball gazing might be considered 
a worthy addition. Who wouldn’t value an ability to look 
forward and assess the cause and effect of innovation in 
global business? If CFOs knew what challenges lay ahead, 
they could transform their finance teams and systems 
with an eye on future-proofing their organisation.  

I write, of  course, with tongue firmly in cheek – 
predicting the future with any conviction is within the realms of  science fiction 
and not the finance department – but we do have some notion of  the steer taken 
by global business in response to technological advancements, and how best 
CFOs and their teams can navigate this route.

Earlier this year, ACCA hosted a series of  Future Conferences throughout 
Asia, four of  which were held in Hong Kong, Guangzhou, Shanghai and Beijing. 
These served as a platform for members, delegates and speakers to discuss and 
debate the emerging trends and reforms in global finance. Central to the series 
of  conferences were reports issued by ACCA and IMA (Institute of  Management 
Accountants) on coping with technological change and the pros and cons of  big 
data. In our special conference reports, starting on page 12, we consider how 
finance and accounting professionals can develop their understanding of  major 
trends, broaden their skillsets and increase their responsibilities so that they 
become strategic business partners.   

One woman who has mastered the art of  coping with change is Jean Stephens, 
chief  executive of  RSM International, the seventh largest global accountancy 
network. Stephens recently returned from a trip to China in which she oversaw the 
progress of  the newly merged member firm there. In our interview on page 28, 
she tells Accounting and Business about the challenges of  nurturing the successful 
and multi-faceted network.

Colette Steckel, Asia editor, colette.steckel@accaglobal.com
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▼ READY FOR KICK OFF
Alibaba chairman Ma Yun at a signing 
ceremony giving the group a 1.2 billion yuan 
stake in top Chinese football team, Guangzhou

▲ FOOD FOR THOUGHT
UK company Tesco finalised a deal with the state-run China 
Resources Enterprise to create the largest food retailer in the country

▼ BUSINESS AS USUAL
Qatar’s World Cup 2022 organisers have 
denied allegations that the country bribed FIFA 
officials to gain the right to the tournament
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▲ SKY’S THE LIMIT
London’s 306-metre-tall Shard, designed 
by Renzo Piano, has been named the best 
skyscraper on the planet

▲ LIFE IS TWEET
The United Nations is considering alternative 
measures of GDP – including birdsong, girls’ 
school attendance and a good night’s sleep 

◄ ROAD TO NOWHERE
In a bid to cut growing 
emissions, China is to 
scrap more than five 
million vehicles that do not 
meet fuel standards

▲ CONSTRUCTION CONCERN
Environmentalists fear that infrastructure 
related to a proposed coalmine could 
damage Australia’s Great Barrier Reef
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MOVE TO IFRS 
Singapore accounting 
standards will be fully 
converged with International 
Financial Reporting 
Standards by 2018, 
Michael Lim, chairman of  
the Singapore Accounting 
Standards Council (ASC), 
has announced. ‘Singapore 
has long been an advocate 
of  a single global financial 
reporting language. Taking 
the final leap towards full 
convergence with IFRS 
for our capital market is 
a decisive step towards 
cementing Singapore’s 
standing as a trusted 
international financial and 
business centre,’ Lim said. 
He added that convergence 
will place Singapore-listed 
companies on a level playing 
field with their counterparts 
in the IFRS community.

BIG FOUR APPEAL
The US Securities and 
Exchange Commission will 
allow an appeal by Chinese 
affiliates of  the Big Four 
accountancy firms over a 
six-month ban on auditing 
US-traded companies. In 
January 2014, a judge 
ordered that the suspension 

LANDMARK RULING 
A Hong Kong court has 
ordered EY to hand over 
financial information on 
a mainland company it 
formerly audited, rejecting 
as ‘a complete red herring’ 
the firm’s argument that to 
do so would be in breach 
of  state secrets. EY was 
also asked to explain why 
it resigned as auditor of  
Standard Water in 2010, 
and provide a list of  
all staff  involved in the 
company’s application to 
list in Hong Kong, which was 
eventually scrapped. 

Ashley Alder, CEO of  
the Securities and Futures 
Commission (SFC), said: 
‘This case is primarily 
about the obligations of  
an accounting firm in 
Hong Kong to comply with 
requirements under Hong 
Kong law. The case is not 
about PRC law. Auditors 
should not withhold 
information that is in their 
possession and sought by 
the SFC in connection with 
suspected misconduct in 
Hong Kong’s markets.’ EY 
said it would review the 
judgment before deciding 
whether to appeal. 

be applied to PwC, Deloitte, 
KPMG and EY affiliates for 
their refusal to cooperate 
with an accounting fraud 
investigation. The firms 
argued that they were 
trapped between US law, 
which required them to 
hand over any documents 
regulators request, 
and Chinese law, which 
prohibited transferring data 
that might contain state 
secrets to foreign parties. 
A decision is not expected 
until after September. 

POLLUTERS TARGETED
China will scrap more than 
six million high-polluting 
vehicles by the end of  
2014, and millions more 
next year. The decision 
follows a report from the 
state’s environmental 
agency showing that 31% 
of  air pollution in Beijing 
comes from vehicle exhaust 
fumes. Of  the vehicles to be 
eliminated this year, 20% 
are in Beijing and Tianjin, as 
well as Heibi Province, with 
the Yangtze River Delta and 
Pearl River Delta regions 
to be targeted in 2015. 
‘Strengthening control on 
vehicle emissions will be a 

major agenda item for the 
country’s energy savings, 
emissions reductions, and 
low-carbon development 
during the next two years,’ 
the action plan noted. 

AUDIT AGREEMENT
Audit regulators from 
Singapore, Malaysia and 
Thailand are taking steps 
to jointly address common 
threats to audit quality in 
the region. The collaboration 
takes place under the 
ambit of  the ASEAN Audit 
Regulators Group (AARG) 
which comprises Singapore’s 
Accounting and Corporate 
Regulatory Authority (ACRA), 
Malaysia’s Auditor Oversight 
Board (AOB) and Thailand’s 
Securities and Exchange 
Commission (SEC). The 
group engages the leadership 
of  the regional Big Four 
firms annually to review the 
causes of  audit deficiencies 
as well as possible remedies. 
One potential area of  
collaboration would be to 
engage audit committees to 
understand their challenges 
in effectively discharging 
their responsibilities to 
ensure high-quality  
financial reporting. 

News round-up
Hong Kong orders EY to hand over information, Big Four to challenge SEC, Malaysia  
lags behind on integrated reporting and Philippine economy set to double in a decade 

BUSINESS AS USUAL
Proposed rules on the mainland China’s auditing industry should not be misinterpreted 
as barring overseas accounting firms, the Ministry of Finance said.

The statement, reported by Xinhua, the official Chinese news agency, came in 
response to concerns that the proposals would ban Hong Kong accountants from working 
in the mainland market. It said that overseas firms can continue to do business on the 
mainland through teaming up with qualified mainland accountancy firms; indeed, the 
world’s top 20 accountancy firms have already established cooperation with local firms. 

The rules are aimed at improving audit quality following recent malpractice cases. 
As more Chinese companies seek overseas listings, the demand for audit services 
will surge accordingly. Therefore, it is important to regulate the market and reduce 
risks, said the statement.
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IR LAGGING 
Despite increasing 
awareness of  integrated 
reporting (IR) among 
Malaysian public listed 
companies, its adoption has 
been ‘disappointing’, Paul 
Druckman, International 
Integrated Reporting 
Council (IIRC) CEO, told The 
Edge Financial Daily. He 
lamented that even though 
Malaysian companies seem 
to understand this form 
of  corporate reporting, 
the take-up rate has been 
weak. Druckman said he’d 
expected two or three 
Malaysian listed companies 
would help with the creation 
of  the IR framework, 
launched by the IIRC in 
December 2013, but none 
had come on board. ‘We 
were hoping that some 
would help lead the way, 
globally, from a Malaysian 
mindset,’ he said. 

A TIGER POISED 
The Philippine economy will 
more than double in the 
next decade as earnings 
from overseas workers and 
business outsourcing surge, 
a US-based thinktank says. 
Rajiv Biswas, Asia chief  
economist at IHS, predicts 
that the once-laggardly 
South-East Asian country 
is poised to become one of  
the top three economies in 
the region by 2030. ‘The 
Philippines economy has 
undergone a remarkable 
transition from a pussycat 
into a tiger economy 
over the last decade,’ he 
said ahead of  the World 
Economic Forum on East 
Asia meeting in Manila, 
predicting that the economy 
will grow from its present 
level of  about US$280bn to 
US$680bn by 2024, with a 
projected GDP of  US$1.2 
trillion by 2030. However, he 
warned that the country still 
ranked poorly on the World 
Bank’s ratings for ease of  
doing business. 

CREDIT GUARANTEE 
China’s announcement 
of  a new policy on cross-
border guarantees will 
help Chinese companies 
raise offshore funds and 
subsequently support their 
overseas operations and 
expansions, says Moody’s 
Investors Service. The new 
policy, effective from 1 June, 
is ‘a major step toward the 
relaxation of  capital controls 
in China,’ says Kai Hu, a 
Moody’s vice president and 
senior credit officer. The 
new ‘explicit guarantee’ 
should enable an offshore 
subsidiary to obtain lower 
funding costs than they 
could without a guarantee 
and, by facilitating offshore 
bond issuance, the new 
policy should also advance 
the growth of  offshore bond 
markets, said Hu. 

INVESTING IN TRAINING 
Training and development 
budgets in Hong Kong are 
the second highest in a 
decade, with corporations 
spending on average 3.1% 
of  their total annual base 
salary – evidence that, 
whatever the economic 
climate, firms see training 
as an investment, says 
the Hong Kong Institute 
of  Human Resource 
Management (HKIRM). 
Chester Tsang, chair of  
HKIRM’s Learning and 
Development Committee, 
said this shows that 
employers with vision and 
long-term planning will 
spare no effort to enhance 
their employees’ job 
skills through appropriate 
training. Employees who see 
their employer’s willingness 
to invest in them will have 
greater intention to stay 
because of  clearer career 
development direction, 
Tsang added. 

 
GREEN SOLUTIONS 
JTC Corporation (JTC) and 
the Sustainable Energy 

Association of  Singapore 
(SEAS) will collaborate 
on energy efficiency 
and other sustainability 
solutions for buildings in 
Singapore’s business parks 
and industrial estates. 
Opportunities for greener 
energy solutions, improved 
lighting technologies and 
converting manufacturing 
waste to energy will be 
examined under a three-year 
collaboration. Png Cheong 
Boon, CEO of  JTC, said the 
partnership will provide 
opportunities for Singapore 
companies, especially SMEs 
and startups, to demonstrate 
their innovations and 
establish track records, 
‘thereby giving them a leg up 
in the commercialisation of  
their new innovations in the 
global market’.  

SWIFTLY DOES IT 
Singapore has overtaken 
London as the top yuan 
offshore clearing centre after 
Hong Kong. Data from Swift, 
the global payments system, 
shows that Singapore’s yuan 
payments value increased 
by 375% between March 
2013 and March 2014, 
representing 6.8% of  the 
mainland currency’s overall 
payments value – a long 
way behind Hong Kong, 
which still leads with 72.4%. 
Claus Kwon, Swift’s head 
of  securities markets, Asia 
Pacific, expects securities 
traffic to ramp up as more 
Chinese use Singapore 
as a hub to reach ASEAN 
countries. He added that the 
UK and Singapore appear 
to be taking a collaborative 
approach to serve yuan » 

TRENDS

TAKE OFF TO ASIA
The numbers willing to work abroad have more than 
doubled over the last five years, with Singapore 
among the top 10 destinations, according to Global 
Professionals on the Move 2014, produced by 
Hydrogen Group and MEB students at ESCP Europe.

China Hong
Kong

Singapore Australia UK
 

USA

#12
#11

#7

#3
#2

#1
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one of  the most important 
areas of  financial reporting. 
‘It will eliminate a major 
source of  inconsistency 
in GAAP, which currently 
consists of  numerous 
disparate, industry-
specific pieces of  revenue 
recognition guidance,’ he 
said. ‘Through the transition 
resource group and a robust 
implementation period, the 
FASB and the IASB will work 
to ensure that reporting 
organisations are able to 
make a smooth transition 
to the new requirements 
by 2017.’ 

LEST WE FORGET 
While there are ‘postive 
signs’ that the sovereign 
debt crisis in Europe is 
easing, the lessons of  poor 
government reporting should 

internationalision, following 
February’s launch of  the 
UK-Singapore Financial 
Dialogue, a private sector 
forum designed to boost the 
development of  the offshore 
yuan market. 

MILESTONE AGREEMENT 
The International Accounting 
Standards Board (ISAB) 
and the US Financial 
Accounting Standards 
Board (FASB) have agreed 
on a converged standard 
of  revenue recognition, 
which aims to improve 
the financial reporting of  
revenue and comparability 
of  the top line in financial 
statements globally. FASB 
chairman Russell Golden 
described the new standard 
as a milestone in efforts 
to improve and converge 

not be forgotten, warns 
International Federation of  
Accountants chief  executive 
Fayezul Choudhury. One year 
after the G20 meeting held 
in Moscow set the goals of  
strengthening governments’ 
balance sheet and achieving 
greater comparability on 
public sector reporting, still 
more needs to be done, 
Choudhury said. ‘We believe 
that the G20 has a key role 
to play in ensuring that 
momentum is maintained, 
and governments recognise 
the benefits of  enhancing 
financial management and 
reporting, to ultimately 
improve transparency 
and accountability.’ 

BUILDING BRIDGES 
A strong relationship 
between CFOs and 

their human resources 
departments is linked 
to superior business 
performance, EY global 
research shows. The second 
instalment of  EY’s Partnering 
for performance survey found 
that in firms where such 
relationships are significantly 
more collaborative, 41% 
had greater than 10% 
EBITDA (earnings before 
income tax, depreciation and 
amortisation) growth in the 
last year, compared with only 
14% of  other companies. 
Jay Nibbe, chair of  EY’s 
Global Accounts Committee, 
says that collaboration 
empowers CFOs to allocate 
the necessary resources 
required to deliver the 
company’s strategy, while the 
HR function can ensure the 
alignment of  ‘right people, 
right place, at the right time’. 

UNIQUE CHALLENGES
In Asia, corporations face 
‘many unique challenges’ 
far and above those inherent 
in our increasingly complex 
and demanding business 
environment, according 
to Dominic Nixon, risk 
assurance leader, PwC 
Singapore. ‘Unlike much of  
Europe or the US, Asia does 
not have a single currency; 
there is no single regulator; 
the banking landscape is 
very diverse; and there are 
many restrictions/regulations 
governing the multiple 
emerging currencies,’ he 
said. ‘The multitude of  
risks organisations face 
can be mitigated and 
managed by finance and 
corporate treasury functions. 
We find that there are 
significant opportunities 
for corporate treasurers to 
take advantage of  market 
uncertainties to transform 
their companies and 
contribute to the business 
bottom line.’ ■

Compiled by Peta 
Tomlinson, journalist

TRENDS

IN THE MONEY
China tops a handful of countries where the majority of companies are increasing 
finance professionals’ salaries, against a global average of 44%, according to 
research by Robert Half across 16 countries. The survey also found that 61% of 
Chinese companies plan to increase bonuses, compared with 28% globally

70% 28%

61% 33% 43% 47% 37% 59% 33% 57% 37% 51%

69% 29% 45% 52%55% 43% 55% 43%
Percentage of  companies who are increasing or maintaining finance salary levels

Percentage of  companies who are increasing or maintaining finance bonus levels

China Hong Kong Singapore Japan Australia

Increasing Frozen
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FUTURE PROOF
ACCA Hong Kong’s annual conference, part of ACCA’s Asia-Pacific series of Future 
Conferences, looked at how the roles of finance professionals are being transformed

devices. Over 90% of  those participating in one poll agreed 
that digital services would benefit their daily work and 86% 
believed that tomorrow’s finance function would be more 
challenging and complex that require higher-level skills. Faye 
Chua, ACCA’s head of  future research, shared her views on 
how businesses, and in particular CFOs, could capitalise on 
the new technology trends such as SoMoClo (social media, 
mobile and cloud) cyber-security, big data and artificial 
intelligence. ‘We need to keep informed of  new technologies, 
learn new analytical skills, develop new metrics and create 
a new visual language of  data art to communicate our 
understanding of  the data,’ Chua pointed out.

From magic to reality
Celebrated futurologist and trend-spotter Magnus Lindkvist 
opened up the minds of  the participants by proposing a 
mental framework for things to come. In his humourous 
talk, Lindkvist described how, rather than using horizontal 
thinking and competing on attributes, corporations needed 

to focus on vertical changes and compete on big ideas. 
‘Something considered magical before can become a reality 
today – like Twitter,’ he said, adding that the world is now 
engaged in what he termed ‘digilogue’ and we must ‘unlearn 
by discarding the baggage of  old things’. He advised 
participants to experiment within the regulatory boundaries, 
to recycle failures, and to adopt a long-term mindset.

What can the accounting and finance profession do 
to become strategic business partners and add more 
value towards future-proofing their organisations? Chiew 
Chun Wee, ACCA’s head of  policy for Asia Pacific, outlined 
how CFOs could diversify into business partnership and 
become the transformational agents of  their organisations. 
Chiew made use of  the onsite online polling system and 
asked the audience if  they agreed that computerisation 
would replace accountants and auditors in 20 years if  
they maintained a narrow bean-counting focus; over 60% 
of  those who responded answered ‘yes’. ‘CFOs need to 

N
o matter which sector they are in, finance 
professionals face a tough task to upgrade and 
diversify their skill sets, broaden their scope of 
responsibilities and acquire in-depth knowledge 

of all aspects of the operation of their organisations. 
By accomplishing these challenges, they will become 
more adaptable and contribute more value added as 
strategic business partners.

This was the message of  the first in ACCA Asia Pacific’s 
series of  Future Conferences: ‘Future of  the Accounting 
Profession’ – the series’ first stop before heading to Beijing, 
Shanghai, Guangzhou, Kuala Lumpur and Singapore. 

Opening the conference, ACCA president Martin Turner 
FCCA said that the events were an integral part of  ACCA’s 
support for the business sector. ‘We have gathered together 
leading professionals, government officials and academics 
to share their insights which will help [the profession] shape 
thinking and develop critical understanding of  major trends,’ 
he said. ‘These will help equip professionals for future 
developments,’ he noted.

Chairman of  ACCA Hong Kong, 
Roy Tsang FCCA, echoed Turner’s 
sentiment. ‘ACCA aims to influence 
policy-making by governments 
worldwide,’ he said. ‘We want to join 
the debates that will affect our future.’

The conference’s guest of  
honour, Au King-chi JP, permanent secretary for financial 
services and the treasury (Financial Services) of  the 
Hong Kong government, highlighted the key role played 
by finance professionals and their contributions to the 
local economy. ‘Here in Hong Kong, the financial services 
industry contributes to about 16% of  our GDP,’ she said. 
‘The accounting sector is an indispensable part of  this 
rapidly growing industry... From establishing a proper 
financial reporting system to setting up a sound internal 
control system in a company, accounting professionals 
provide a valuable service.’ She also highlighted the role 
played by auditors, as well as highlighting forthcoming 
reforms such as the requirements of  the Basel Committee 
on Banking Supervision and the improvement of  the 
Corporate Insolvency Law.

Taking its lead in embracing new ICT developments, 
the conference debuted an onsite online system for instant 
polling and posting questions via the audience’s mobile 

▌▌▌RATHER THAN USING HORIZONTAL THINKING, 
BUSINESS NEEDS TO FOCUS ON VERTICAL 
CHANGES AND COMPETE ON BIG IDEAS
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move into strategic finance roles and help CEOs identify 
development directions,’ he said. ‘They should be chief  
business enablers that give strong governance while driving 
development and mitigating risks.’

Wider knowledge
Kelly Chan, finance director of  Moët Hennessy Diageo 
Hong Kong, proposed that amidst all the technological 
advancement, heightened expectations from all 
stakeholders and increased demand for corporate 
transparency, CFOs’ increasingly vital role as business 
partner necessitated the knowledge of  all major 
information of  an organisation. 

She also cautioned that not all CFOs should take the 
business partner role for granted as different companies 
with distinct corporate cultures might have varying levels of  
acceptance. To proactively add value, CFOs and their team 
should learn about the operation of  other departments and 

have empathy and excellent communication skills. ‘While 
we stand firm on compliance issues, we also need to be 
pragmatic when considering if  a company can implement 
changes and if  the staff  have the adequate knowledge to 
execute them,’ she added.

Frederick Tsang, president of  The Hong Kong Society 
of  Financial Analysts, said that its members appreciated 
talking to CFOs for an in-depth understanding of  
corporations, their insights informing investors’ decisions.
Similarly, Peter Wan FCCA, retired partner at PwC Hong 
Kong, believed that many independent non-executive 
directors relied on senior management for information to 
help make decisions. ‘CFOs provide finance-related long-
term ideas,’ Wan added. ‘They help add value to the overall 
operational efficiency.’

From a regulator’s point of  view, Brian Ho, executive 
director of  the Securities and Futures Commission, 
thought CFOs played an important role in helping to » 

◄ EMBRACE CHANGE
Magnus Lindkvist described the move towards a ‘digilogue’ and 
urged delegates to adopt a long-term mindset

◄ GET CONNECTED
Understanding new 
technology is essential, 
explained Faye Chua

▲ BIG PICTURE
ACCA is joining the debates 
that will shape the future, said 
Martin Turner 
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accountability,’ Charm said, adding that companies must 
master big data.

Roy Leung FCCA, a partner in KPMG Hong Kong’s Capital 
Markets Group, believed that in such a steering committee 
finance professionals would contribute balanced views, with 
CFOs offering crucial support in controlling risks, while 
Estella Ng FCCA, former CFO at Country Garden, added that 
the CFO’s role complemented that of  the CEO. 

Leung also noted that the new technological changes 
would give equal growth opportunities to SMEs. ‘Companies 
like Facebook have become a listed corporation relatively 
quickly. The most important elements are innovations and 
niche products.’

Echoing Leung’s view was Louisa Yeung FCCA, managing 
director, Greater China at Page Executive, who said that an 
increasing number of  jobseekers showed preference for the 
less restricted environment of  visionary SMEs.

Ultimately, the way to untangle the maze of  game-
changing technological innovations and benefit from them is 
to throw oneself  into it. No longer just ‘operational’, finance 
professionals need to be strategic. ■

Wilson Lau, journalist

identify insider information and enhance corporate 
governance. ‘CFOs can be our regulatory partner in 
ensuring compliance with the statutory disclosure 
regime and help ensure disclosure of  insider 
information,’ Ho noted.

On the ways of  future-proofing business, Dr Toa Charm, 
founder and chairperson of  BI and Big Data SIG, Hong 
Kong Computer Society, highlighted the emergence of  
specialisations such as chief  data and information officers. 
‘A steering committee could be established to drive all 
chief  officers to work towards common goals and take 

▲ FOOD FOR THOUGHT
The conference featured a packed programme of speakers 
reflecting a wide range of views and backgrounds

◄ POWER OF CHANGE
CFOs could become the transformational agents of 
organisations, said Chiew Chun Wee

ACCA’s series of Future Conferences provided 
delegates with a powerful vision of the future in 
response to emerging changes and challenges 
faced by businesses. 

The events provided a platform to look forward, 
to tune into emerging trends and discuss the 
latest reforms facing the world of  finance, exploring 
the impact through the perceptions of  visionaries 
and thought leaders in the profession. Central 
to the series were the findings from two forward-
looking reports by ACCA and IMA: Digital Darwinism: 
thriving in the face of technology change and Big data: 
its power and perils.

VISION OF THE FUTURE

FOR MORE INFORMATION:

The ACCA-IMA reports, Digital Darwinism: thriving in the 
face of technology change and Big data: its power and 
perils, are available at www.accaglobal.com/futures
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PAVING WAY 
FOR CHANGE
Annual conferences continue in mainland China as 
delegates in Guangzhou, Shanghai and Beijing focus on 
innovation and transformation, and staying competitive

Guangzhou
ACCA Guangzhou organised the first Future Conference 
in mainland China, under the ACCA South China banner, 
which was entitled ‘Transformation and Innovation’ and 
co-organised with Xiamen National Accounting Institute 
and China Capital Market Institute. Delivering the welcome 
speech, ACCA president Martin Turner noted that ever-
changing technology is fuelling innovation, thus transforming 
the accounting profession, both in China and globally. 

Two ACCA reports – Digital Darwinism: thriving in the face of 
technology and Big data: its power and perils – examine the key 
technologies affecting the profession, including mobile, cyber-
security, cloud, educational, payment systems, virtual and 
augmented reality, digital service delivery and social media 

‘Our survey results in the Digital Darwinism report show 
85% of  finance professionals believe these technologies will 
transform the way accountants and the finance function do 
business in the next 10 years,’ Turner told delegates. To help 
finance professionals embrace evolving technologies, ACCA 
strives to ensure its accounting professionals are complete 
finance professionals, he said.  

Fan Jianping, chief  economist of  
the State Information Center, presented 
an in-depth analysis of  China’s macro 
economy. He observed that China’s 
GDP growth slowed to an 18-month 
low of  7.4% in Q1 2014 as a result of  
weak exports. ‘The rise of  our labour 
cost, the appreciation of  the yuan 
and the higher cost of  complying 
with environmental laws have reduced 
the price competitiveness of  China’s 
products, and thus affected its exports,’ 
said Fan. ‘After the financial crisis, 
some developed countries realised their 
high unemployment was caused by 
their shift of  jobs to emerging markets. 
So they started manufacturing again to 
keep jobs within their countries.’

Trend caution
While opinion among economists 
in mainland China is that yuan 
depreciation could boost exports, Fan 
had his doubts. ‘It is not a must that 
when the exchange rate is lowered, 
China’s exports will increase,’ he said, 
adding that the trend would raise the 
cost of  imported goods. He forecast 
the exchange rate would stabilise over 
the next 12 months, but would rise 
long term under a stronger economy. 
Amid fears that China’s expansion rate 
could slow further, Fan estimated GDP 
growth would be 7% to 8% until 2020. 

‘Compared to developed countries and emerging markets, 
China’s economic growth is at a high level,’ he noted. 

Next, Huang Shizhong, deputy dean of  Xiamen National 
Accounting Institute, gave a talk focusing on sustainable 
development within the context of  the European economic 
climate. He said that with the high jobless rates in Europe 
and other developed countries, the European debt crisis 
had not yet ended. ‘The three places that boost the global 
economy – Europe, Japan and the US – mainly rely on 
consumption to support their economy. But consumption 
depends on income, which depends on whether people have 
jobs,’ he said, noting that the unemployment rates in Greece 
(59.2%) and Spain (54.3%) are the most serious.

GDP should not be blindly worshipped, suggested Huang. 
‘By 2030, China will exceed the US in GDP to become the 
world’s largest economy. But what is the use of  that? Does 
our GDP reflect China’s strength?’ The key to empowering a 
country, he said, is through developing technologies, economic 
structure, good governance and active reforms. ‘When will 
China become a big nation? My standard is when powerful 
people in the US send their children to study in China.’ »

◄ REALITY 
CHECK

Fan Jianping took 
the stage for his 
keynote speech at 
the South China 
Future Conference 
in Guangzhou
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Shanghai
More than 250 senior finance executives and business elites 
attended Shanghai’s Future Conference, entitled ‘CFOs Lead 
the Future’, which was co-organised by ACCA Shanghai and 
the Shanghai National Accounting Institute (SNAI).  

Given that market volatility, globalisation and 
technological innovation are reshaping business, ACCA 
invited futurologists, business leaders and academics to 
explain how CFOs can help businesses adapt. 

In his opening speech, professor Liu Qin, vice president 
of  SNAI, noted that technological changes have accelerated 
market competition, globalisation and cultural convergence, 
as well as the emergence of  innovative business models. 
‘In such a world, CFOs and their finance teams play an 
unprecedented role. CFOs must go beyond finance into 
supporting the implementation of  strategies to suit 
trends,’ Liu said. 

In his keynote speech, ‘Future roles of  CFOs’, professor 
Sun Zheng, vice president of  Shanghai University of  
Finance and Economics (SUFE), talked about CFOs’ 
changing responsibilities, based on local and international 
experiences. Reshaping business models, creating value and 
driving finance transformation are important tasks to be 
taken on by future CFOs as their role broadens, said Sun. 

Also speaking at both the Shanghai and Beijing 
conferences, Faye Chua, ACCA head of  future research, 
presented the findings of  ACCA’s report, Digital 
Darwinism: thriving in the face of technology , which listed 
10 technologies that accounting professionals need 
to keep up with to compete and survive in tomorrow’s 
business environment. They include SoMoClo (social, 
mobile and cloud technologies), digital service delivery, 
cybersecurity, augmented and virtual reality, payment 
systems and big data. 

Chua urged finance professionals to use such technologies 
in daily operations and develop inter-disciplinary skills. ‘We 
should consider leveraging our professional knowledge and 
new technologies to create value for companies,’ she said.

David Yu FCCA, vice president of  China HP and general 
manager of  HP Software Greater China, used cutting-edge 
software to demonstrate how to use big data to predict 
the future. Meanwhile, PayPal China CFO Jason Liang 
showed how his finance team analysed big data to create 
value and pinpoint factors affecting PayPal’s business. He 
urged finance professionals to adapt to changes in society, 
industry and companies caused by big data.

◄ THE FORECASTER
David Yu demonstrated how big data can be used to predict 
future scenarios using real-life cases and cutting-edge software

▼ THE TROUBLESHOOTER
Jason Liang explained how he and his finance team use big-data 
manipulation techniques to zero in on factors affecting business
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Beijing
Moving to the capital, the ACCA 
Beijing Future Conference concluded 
the mainland China series. Some 
280 delegates, including ACCA 
members, government officials and 
representatives of  ACCA-partnering 
universities, attended the ‘Embracing 
the Future of  Change’ event, which 
was co-organised by ACCA and Beijing 
National Accounting Institute (BNAI).

In his opening remarks, professor 
Qin Rongsheng, secretary general 
and vice president of  BNAI, cited big 
data as one challenge. Though it can 
improve efficiency, big data does not 
focus on individual data and accounting 
professionals face difficulties in 
maintaining accuracy, he said. 
‘Accounting and auditing procedures 

▲ STAYING SHARP
Dr Chen Yugui noted that the accounting profession is 
closely tied to China’s economy and industry

▌▌▌‘[ACCOUNTING PROFESSIONALS] CAN 
MAINTAIN THEIR COMPETITIVENESS AT A TIME OF 
TECHNOLOGICAL AND INDUSTRIAL CHANGE’

ACCA ACHIEVEMENT AWARDS
Similar to previous events, the ACCA Achievement Awards was one 
important highlight in the Future Conference series. Presented at each 
event by ACCA president Martin Turner, the awards honour individuals 
who have made outstanding contributions to the development of the 
accounting and finance profession. 

This year, the awards went to professor Huang Shizhong, deputy dean 
of  Xiamen National Accounting Institute (XNAI); professor Sun Zheng, 
vice president of  Shanghai University of  Finance and Economics (SUFE); 
professor Qin Rongsheng, secretary general and vice president of  Beijing 
National Accounting Institute (BNAI); and Xue Taohai, executive director, 
vice president and CFO of  China Mobile. 

Given that the accounting and 
finance profession in China relies on 
healthy economic development, Wu 
urged finance professionals to keep 
creating value for their businesses. 
Zhang, meanwhile, introduced the 
framework of  financial management 

in new business models, and advised on devising business 
strategies and risk analysis for enterprises.

To close the event, Chiew Chun Wee, ACCA’s head of  
policy, Asia Pacific, hosted a session at which attendees 
were invited to use Pigeonhole Live via their mobile devices 
to post questions and express their views about the 
conference. The live survey found that, while 97% of  the 
audience felt ‘very satisfied’ and ‘satisfied’ with the speakers 
and content, 100% felt ‘very satisfied’ with the agenda. ■

Sherry Lee, journalist

focus on logical relationships between individual pieces of  
data, but this is something being ignored in big data. This 
will surely be a challenge to accounting professionals.’ 

Dr Chen Yugui, deputy president and secretary general of  
the Chinese Institute of  Certified Public Accountants, said 
the development of  China’s accounting profession depends 
on changes in the country’s economic and industrial 
structures. ‘Accountants have strong professional judgement 
to deal with changes, and can capture trends. With their 
professional ethics, they can maintain their competitiveness 
at a time of  technological and industrial change,’ Chen said.

Ambassador roles
Guest speakers David Wu FCCA, PwC 
Beijing managing partner, and Zhang 
Xinmin FCCA, vice president of  the 
University of  International Business 
and Economics, have played important 
roles in promoting ACCA in China. 
Wu, the first ACCA member in China, 
has helped to enhance awareness of  
the association in the country. Zhang, 
known as China’s first pathfinder of  
business and management education, 
has trained accounting talents and 
guided young students through 
attaining the ACCA Qualification. 
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Beyond the borders
The recent unprecedented wave of reporting and disclosure initiatives means the job  
of the finance manager has fewer and fewer boundaries, says Ramona Dzinkowski

Non-financial reporting, including 
sustainability accounting and 
reporting, or ESG reporting, as it is 
often called (environmental, social 
and governance), has in the past often 
been criticised as being exclusively 
a PR exercise and delegated to the 
investor relations function. Those days 
are not entirely gone, but they are 
certainly going.

The first half  of  2014 has seen 
what is, in my view, an unprecedented 
number of  initiatives towards 
improving management and disclosure 
in this space, which will require CFOs 
and their staff  to keep looking beyond 
their traditional financial management 
borders. I will highlight just a few 
notable events that are extending 
the perimeter of  accounting practice 
around the world.

On 26 March, sustainability 
advocacy group Ceres, in collaboration 
with BlackRock, the world’s largest 
asset manager, announced the 
next step in their agenda towards 
achieving a common set of  
sustainability disclosure 
requirements. It included 
specific recommendations for 
integrating environmental and 
social disclosure requirements 
into rules for companies 
listing on US and global stock 
exchanges. 

The month of  March was 
also sustainability reporting 
month in Canada, or so it 
seemed. Within a three-
week period the Chartered 
Professional Accountants 
of  Canada (CPA Canada) 
released A starter’s guide to 
sustainability reporting, directed 
towards new or early stage 
reporters, and followed with a joint 
publication with the Toronto Stock 
Exchange (TSX) entitled A primer for 
environmental and social disclosure.

On 1 April 2014 The Companies 
Act in India came into force requiring 
companies to spend a minimum 
of  2% of  their three-year annual 

the extraction, processing, purchase, 
trade and use of  conflict minerals 
in the making or sale of  products by 
Canadian companies and by Canadian 
subsidiaries of  foreign companies. If  
the bill becomes law, any corporation 
or legal person incorporated by or 
under an Act of  Parliament or the 
legislature of  a province (not just 
publicly listed entities), or subsidiary 
of  such an entity, would be required to 
file an annual, audited review of  their 
mineral supply chain practices.  

On 26 May, the Global Reporting 
Initiative (GRI) announced its intentions 
to strengthen its foothold as de facto 
standards-setter by announcing the 
creation of  the Sustainability Reporting 
Standards Board (SRSB). The SRSB 
will replace the current Technical 
Advisory Committee and will be set 
up as an independent operating entity 
under the auspices of  the GRI board.

Meanwhile, the US-based 
Sustainability Accounting Standards 
Board (SASB) is continuing to develop 
three standards for disclosing 
material sustainability issues: for 
non-renewable resources (expected 
to be released 25 June 2014 – as 
we went to press), transportation 
and services. Also on the agenda 
of  standards projects for the 
coming year are: resource 
transformation, renewable 
resources and alternative 
energy, consumption I and II, 
and infrastructure.

These are just a few of  
the initiatives and there are 

likely to be many more to come. 
International accounting bodies 

have recognised the importance 
of  ESG accounting and reporting 
and, like ACCA, are beginning to 
incorporate this emerging area into 
their accreditation exams. ■

Ramona Dzinkowski is a Canadian 
economist and newly appointed 
editor-in-chief of the Sustainable 
Accounting Review. www.
sustainableaccountingreview.com

average profit on corporate social 
responsibility (CSR) activities. Boards 
are directly accountable for fulfilling 
this requirement. This includes all 
companies covered by the 2013 Act 
having a net worth of  5bn rupees or 
more, or a turnover of  10bn rupees or 
more, or a net profit of  50m rupees or 
more during any financial year.

On 3 April 2014 the Conflict 
Minerals Act received its second 
reading in the Canadian House of  
Commons. The proposed bill relates to 
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Time to shine
With a growing number of companies willing to pay top dollar for internal audit 
professionals, is Singapore finally waking up to the vital role that they play?

When setting aside a budget for 
the year, most CEOs are unlikely 
to put the internal audit team 
at the top of their list of 
priorities – and this has 
been showing, with internal 
auditors indicating that they 
have too few resources to do 
too much work.

A report carried 
out by the Singapore 
Accountancy Commission 
and KPMG highlights the 
difficulties. Taking the 
pulse: a survey of internal 
audit in Singapore 2013 
revealed that 90% of  
internal audit teams 
consist of  fewer than 
30 staff, with over two-
thirds of  those having 
five or fewer.

Only 41% of  the 
companies surveyed said 
that their internal audit 
teams use information technology 
such as data analytic tools, while 
the budget for internal audit was 
smaller than that for external audit at 
62% of  companies.

Despite the limited manpower, 
budget and technology resources, 
internal audit teams are expected 
to fulfil a wide gamut of  roles, 
providing independent assessments of  
operations, risk management, internal 
controls, regulatory compliance and 
corporate governance, and ensuring 
that functions run smoothly. Their 
focus includes all areas of  risk 
management, as opposed to external 
auditors who assess the reliability 
of  financial reports and focus on 
financial reporting risks.

Another problem plaguing the 
sector is perception. About 24% 
of  senior managers admitted that 
they did not appreciate the roles or 
contributions that internal audit has 
made to their companies. And more 
than half  of  chief  audit executives 
did not think that internal audit is a 
training ground for future leaders.

should be foremost in the board’s 
and management’s mind,’ he said. 

‘The internal auditor’s value is 
his independence and objectivity 

in providing assurance to 
stakeholders that an independent 
party is guarding their interest in 
their investments.’ 

Gerald went on to note that 
many companies do not have full-
time internal auditors, possibly 
because they are put off  by the 
cost. ‘That is a mistake because 
whilst appointing a full-time 
internal auditor can be costly, 
scandals are even more costly. 
Companies spend millions of  
dollars in professional fees after 
a scandal in putting things right 
with their reputation damaged,’ 
he said.

There are signs, however, 
that companies are starting 

to recognise the importance 
of  internal audit, with increasing 
demand for professionals in 
internal audit, alongside those 
with skill sets in compliance and 
risk management.

The 2014 Asia Salary Guide 
from recruitment specialist Robert 
Half  reports that internal auditors 
in Singapore can expect a pay hike 
of  up to 5% this year, with those 
working in large companies bringing 
home up to S$110,000 per year. 
Meanwhile, directors in internal audit 
should be able to command up to 
S$290,000, with salary increases of  
up to 9%.

The numbers may differ 
but the general trend is clear – 
internal audit professionals are 
in demand. And the fact that 
companies are willing to pay top 
dollar shows clearly that there 
is an increasing appreciation of  
internal audit. Professionals in 
this field will say that it has been 
long overdue. ■ 

The writer covers financial issues 
in Singapore

Still, investors are increasingly 
appreciating the value of  internal 
audit, especially after the global 
financial crisis of  2008 and 2009 
threw the spotlight on the importance 
of  corporate governance.

David Gerald, president and CEO 
of  the Securities Investors Association 
(Singapore), has called for all listed 
companies in Singapore to have an 
internal audit function. Currently, 
slightly over half  of  listed companies 
have in-house departments that 
conduct internal audit. 

Speaking at last year’s annual 
conference of  the Institute of  
Internal Auditors Singapore, Gerald 
pointed out that internal auditors 
are best equipped to provide 
independent and objective views 
to management and the board, as 
well as having the skills to provide 
the assurances that the listing rules 
require. ‘Naturally, internal auditors 
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Steer through the storm
The audit industry must take care not to allow challenges such as spiralling costs and 
recruitment and retention difficulties to impact on service delivery, urges Errol Oh

Is the audit industry in danger of 
painting itself into a corner? The 
2013 annual report of Malaysia’s 
Audit Oversight Board (AOB) seems 
to suggest that. In the report, the 
board observes that the headwinds 
regularly encountered by audit firms 
include difficulty in hiring quality 
graduates and retaining staff, the 
robust development of accounting 
standards, training fatigue and higher 
compliance costs.

The AOB paid extra attention to 
rising salary costs, collecting figures 
from the top 10 Malaysian firms that 
audit public interest entities. The 
board found that in 2010 and 2011, 
the total fees that these firms charged 
for statutory audits rose 6% and 9%, 
while their salary costs swelled by 18% 
and 13% in the same years. This is, 
concluded the AOB, ‘one of  the main 
challenges for the audit firms in the 
long term.’

When businesses experience a 
squeeze like this, when it is apparent 
that they struggle to incorporate 
additional costs in their prices, 
the worry is that they will 
be tempted to compensate 
through ways that may impair 
quality and work performance. 
The audit business is built on 
standards and judgement, and 
any attempt to cut corners 
can be disastrous.

Coupled with this is the 
longstanding concern 
that firms may 
lowball their audit 
fees to secure non-
audit jobs from the 
same clients. Such a 
practice undermines 
the auditors’ 
independence.

It does not 
help, either, that 
many people do not 
fully appreciate the 
importance of  an audit 
opinion and know little 
about the extent and 

The main response to the 
increasingly challenging operating 
conditions must come from within 
every audit firm. They have to 
figure out how they can raise 
productivity and yet maintain 
standards despite the ballooning 
costs. For some, it may mean 
investing in tools and training. For 
others, this could be the impetus for 
mergers and acquisitions.

And they have to do a lot better 
in educating the capital market on 
the value of  audit. Typically, the 
large accountancy firms are good 
at marketing non-audit services 
but have allowed statutory audit 
to slip into the status of  a grey, 
shapeless commodity.

At the same time, firms could do 
with some outside help. A potential 
boost is the forthcoming major report 
from the Committee to Strengthen the 

Accountancy Profession. 
More to the point, if  
its recommendations 
are implemented 
well, audit firms will 
surely benefit.

The audit committees 
of  listed companies also 
have a part to play in 
ensuring that auditors 
are paid fees that are 
commensurate with 
the work done and 

the risks undertaken. 
The audit committee 

must understand that fees 
are more an investment than 
a cost, because audit work 
supports the enhancement of  a 
company’s value. ■

Errol Oh is executive editor of 
The Star

complexity of  the work that backs that 
opinion. The cases over the years of  
auditors being penalised for their role 
in corporate scandals have also eroded 
confidence in the profession.

How can the auditors steer through 
this perfect storm? 

In the past, industries have 
addressed shrinking margins and 
intense competition by the players 
coming together and agreeing on 
standard pricing. In Malaysia, that is 
now illegal; the Competition Act 2010 
prohibits price fixing, which means the 
profession has to be very careful about 
collectively addressing any fee-related 
issue. Then again, the nature of  audit 
is such that it has never been easy to 
achieve consensus on charging.  

FOR MORE INFORMATION:

Audit Oversight 
Board Annual Report 

2013 is at http://
tinyurl.com/aob-report
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How are we doing?
A survey that benchmarks Singapore’s finance functions and accountancy firms against 
global peers provides useful information for others in Asia, reckons Cesar Bacani

One of the more interesting research 
papers that crossed my desk 
recently is the 2014 benchmarking 
study by the Institute of Singapore 
Chartered Accountants (ISCA). The 
survey interviewed 221 professional 
accountants in business and 78 
accountants in practice in Singapore.

It also drew on the global 
benchmarking databases of  technology 
company SAP, which sponsored the 
project. The European enterprise 
software giant made available 
the metrics of  1,541 companies 
worldwide, and 508 professional 
services companies, 80% of  them in 
audit and tax, consulting services and 
business processes outsourcing.

ISCA’s objective is to benchmark the 
performance of  Singapore’s finance 
functions and its public accountancy 
firms against their global peers. Its 
findings are illuminating.

Singapore companies excel in 
operating margin, operating income per 
employee, cost of  goods and services 
and days payable outstanding. However, 
they take longer to close the annual and 
quarterly books, and also pay more for 
external audit, an underperformance 
that may be explained by the need to 
wait for and consolidate regional data; 
Singapore is the regional headquarters 
for many organisations.

More worrying is their 
underperformance in days sales 
outstanding (56.8 days vs 44.9 days) 
and receivables overdue (20.8% 
of  total receivables vs 11.5% 
for global peers). ‘This could 
be due to the companies not 
leveraging enough on IT and/
or having a smaller team to 
manage the receivables,’ 
the ISCA report theorises.

The survey also 
finds that ‘a significant 
proportion’ of  Singapore 
companies do not have 
automated control 
testing, a financial 
cockpit and/or 
dashboard, and an 

public accountancy firms, including 
shortcomings in employee training and 
development, in integration of  accounts 
receivable with billing, and in a risk 
management system that supports 
automatic reporting and alerting.

‘The gaps in best practice suggest 
that Singapore PA firms should 
take more concerted efforts and, if  
necessary, embrace a bolder mindset, 
in investing in technology to raise 
the efficiency of  and productivity in 
running their firms,’ ISCA concludes. 

Is technology really the answer? 
Maybe so, but finance professionals 
must not forget that the tools 
and system they choose must be 
appropriate for their organisation, 
that the cost must be justified by the 
benefits, and that a well-thought-

out change management 
programme that focuses 

on people and 
processes must 
be part of  
the plan. 

This is 
true not only 

of  Singapore but 
others in Asia as well. 

For me, the value of  this 
study is that it allows finance 

professionals elsewhere in the 
region to compare the metrics 

of  their own company against 
Singaporean and global peers – and 
formulate the solutions that will allow 
them to be on par or even pull ahead 
of  them. ■

Cesar Bacani is editor-in-chief of 
CFO Innovation

automated change management and 
administration system.

‘Improving on technology adoption 
that aids in the above areas will allow 
Singapore companies to infuse the 
essential best practices that are 
beneficial for their firms,’ ISCA argues.

For their part, the country’s public 
accountancy firms were found to have 
generally lower revenue per employee 
than their global peers. ‘They should 
diversify into higher margin advisory 
services to increase their revenue 
streams,’ says ISCA. 

Technology can help here, 
too, according to the 
report, which notes 
best-practice gaps at 

FOR MORE INFORMATION:

2nd ISCA Productivity 
Scorecard and 

Benchmarking Survey 
Report for the Accountancy 

Sector in Singapore is at 
http://tinyurl.com/isca-

scorecard
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Sustainability masters
Our long and honourable record on sustainability issues makes accountants the go-to 
profession for a key business requirement, says ACCA president Martin Turner

ACCA has long been at the forefront of thinking and developments 
in sustainability and environmental issues. I remember 
regularly being asked in the early days of ACCA’s 
sustainability activities more than 20 years ago, why 
accountants were getting involved in environmental 
issues. ‘Surely,’ they would say, ‘you should just 
stick to the numbers?’

Well, many more people in the business 
world now ‘get it’. They understand that finance 
professionals play a crucial role in sustainability, 
particularly since it has become ever more 
apparent that organisations can’t manage what 
they don’t measure.

But our role goes far beyond the 
measurement of  business activity and its impact. 
The global accountancy profession has an 
important role in making organisations more 
responsible and accountable in the pursuit of  
sustainable development. To this end, we recently 
published a policy paper called Sustainability 
Matters that brings together ACCA’s thinking on six 
sustainability-related issues: sustainability reporting; 
integrated reporting; the assurance of  non-financial 
reporting and disclosure; climate change; natural 
capital; and the green economy. 

Over the last 20 years there has been a big rise 
in the number of  organisations working to address 
their sustainability impacts. The driver has been a 
growing demand from investors, customers, staff  and 
NGOs for organisations to operate more sustainably, with 
some governments telling listed companies to address their 
environmental and social impacts and report on their practices. 

ACCA believes that accountants in every sector have an 
important role to play not only in sustainability metrics, but 
also in communicating and verifying reliable information.
The profession has worked hard to develop financial 
reporting and auditing standards that can be applied 
worldwide, and it can offer valuable lessons in 
doing the same for sustainability reporting.

Our profession is well placed to help 
businesses and wider economies 
achieve a more sustainable future. 
We should ensure that we remain 
at the forefront of  this critical 
issue. ■

Martin Turner FCCA is a 
management consultant in 
the UK health sector

Sustainability Matters is 
at www.accaglobal.com/
accountability
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I’m based in Australia but all our 
mining and production activity is 
in Brazil. I talk to our people there 
every day and visit at least twice a 
year. Visits usually include a degree of  
checking internal controls and looking 
at operational efficiencies. But there’s 
another equally important aspect – 
meeting and greeting, and learning 
first-hand about the challenges we face 
on the ground that impact on financial 
issues. It’s also an opportunity to help 
colleagues understand the finance 
perspective, and why we need to ask 
certain questions for our reports. 

Nickel is a volatile commodity; 
finance managers have to demonstrate 
flexibility above all else. You’re 
essentially dealing with the future – 
forecasting, modelling and responding, 
and constantly figuring out the impact 
of  different scenarios on the markets. 
As part of  my role, I have responsibility 
for statutory reporting and cashflow, 
but it’s the financial management 
element I find the most rewarding – 
getting to see key decisions made by 
senior decision-makers as a result of  
our analysis and 
interpretation. The 
sums involved 
are huge, 
with capital 
expenditure 
spread over 
many years, 
yet the market 
price of  nickel 

‘ I PURPOSELY CHOSE A QUALIFICATION THAT 
WOULD GIVE ME AN INTERNATIONAL CAREER’ 
MUKESH LUHANO FCCA, GROUP FINANCE 
MANAGER, MIRABELA NICKEL, PERTH

can vary enormously and without 
warning. So the options we evaluate 
in finance – such as maintaining 
sites, leasing equipment, replacing 
plant, decommissioning locations and 
investing in new exploration projects 
– have to be set against a backdrop 
that’s both unpredictable and high 
risk. I really enjoy it though; the natural 
resources sector is fascinating.

I’ve worked in five countries, and 
purposely chose a qualification that 
would give me an international career.  
I originally qualified in Pakistan – but 
while I couldn’t have predicted back 
then that I’d end up in Australia, I 
knew I wanted a global career path, 
and ACCA’s brand and recognition 
equipped me for that. Since then, 
I’ve worked for 18 months in Bahrain, 
two years in Dubai and another 18 
months in the US, before relocating 
to Australia. My career has definitely 
shown me the value of  networking. I’d 
advise anyone who’s recently qualified 
to think carefully about developing 
their contacts, whether at events or 
online, and especially if  you’re set on 
pursuing a global career. You might not 
think your network will be immediately 
useful, but maintain your contacts – 
it doesn’t have to be intense – and 
eventually they’ll pay dividends. It’s 
also another way of  learning about 
what’s going on outside your own 
sector or field of  work.

Once I got out of audit, I realised that 
work-life balance is possible. I play 
squash and badminton twice a week;  

I also love going to the movies. 
And the way I’ve planned my 
career, I’ve been able to use 
wherever in the world I’m 
living and working as a 
base to travel and explore 

neighbouring countries. ■

SNAPSHOT:
CORPORATE  
FINANCE
What is happening in the 
world of corporate finance 
in 2014? For the last few 
years the industry has been 
impacted by uncertain 
factors but, as things 
plateau and start to look 
more hopeful, the knock-on 
effect means an injection of 
enthusiasm reflected in real 
movement in the mergers 
and acquisitions (M&A) 
markets.

For example, PwC’s latest 
M&A 2013 Review and 2014 
Outlook showed that China 
deal values reached a record 
high in 2013, growing by 
28% to $260bn, with 43 
deals greater than US$1bn, 
compared with 30 deals 
in 2012. 

As an accounting 
professional, whether you are 
maximising the value of  a 
business on a sale, providing 
advice to enhance future 
growth, or securing finance 
vital to fuel the business, 
working in corporate 
finance will make you feel 
as though you’re making a 
real difference to the global 
economic recovery. 

23%
According to Dealogic, global 
M&A activities grew in the 
first three months of  2014 
by 23% compared with the 
same period last year, up to 
$804.5bn  compared with 
$655.8bn. 

The view from
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A deeper dive into due diligence
Regardless of whether you agree that the world has become a scarier place, economic 
and political instability are making due diligence even more crucial to M&A activity

of  the technical world of  tax into a 
political hot potato. And not forgetting 
the way in which social media 
technology has made business more 
transparent, not always in helpful ways.

‘Risks that have become more 
evident over recent years are centred 
around the uncertainty of  customer 
loyalty, the market environment, the 
threat of  new entrants and the impact 
of  new technologies rapidly reshaping 
the established norm,’ says John Lunn, 
executive director at transformation 
consultancy Moorhouse.

There have also been a handful 
of  landmark events of  the kind 
which spook international investors, 
such as the Argentine government’s 
2012 expropriation of  a majority 
stake in energy firm YPF, which was 
owned by Spanish company Repsol. 
The Argentinians finally agreed to 
pay compensation last year after 
international mediation. But it’s not 

surprising that directors of  companies 
in sensitive industries are wondering 
which under-pressure politician will be 
next to grab what they want as a sop to 
the mob.

Then there’s the Arab Spring with 
its overthrow of  Middle East regimes 
piling worries on companies trading in 
the region. The Arab world’s turmoil 
has increased the political exposure of  
management and owners, says Jamie 
Smith, co-head of  business intelligence 
and investigations at Salamanca Group, 
whose services include corporate risk 
management. ‘Investors are wary of  
management and owners connected to 
former regimes,’ he says.

There has also been the mother of  
all bloopers when due diligence has, 
it is alleged, not been diligent enough. 
A rash of  lawsuits followed HP’s 

Russia’s annexation of Crimea 
will have stimulated a bit of head-
scratching among more thoughtful 
company directors. It was a reminder 
that the world’s economy may be 
growing, but it is still fraught with 
geopolitical risks.

Just as it looked as though the good 
times were about to roll again – with 
more merger and acquisition (M&A) 
activity an indicator of  improved 
confidence – the marching troops and 
screaming crowds delivered a sharp 
reminder that global investing is still a 
business fraught with hidden traps.

No wonder that accountants and 
other professionals are warning that 
companies that plan to go on the 
acquisition trail need to rethink the way 
in which they approach due diligence 
before a deal.

Experienced deal-makers in larger 
corporates and in the private equity 
world are well aware that the landscape 
has changed, says Steve Ivermee, the 
UK and Ireland head of  transaction 
services at EY. But the changes since 
the mid-noughties, when M&A activity 
was last surfing on the crest of  a wave, 
have been profound, and not everyone  
may have thought through the 
implications or be aware of  the tricky 
detail in new areas such as anti-bribery 
and corruption compliance.

M&A activity fell off  a cliff  in 2008 
when the developed world’s economy 
tanked following the credit crunch. 
Economic growth has started to creep 
back again, but the six-year slowdown 
has resulted in changes that make due 
diligence a different call today than it 
was then.

Those changes relate mainly to 
shifts that have taken place in the 
world’s economy – the rise of  the 
BRICs (Brazil, Russia, India and 
China) and other growth economies, 
the emergence of  Africa as a serious 
economic player, the imposition of  
tougher regulation in areas such as 
banking and finance, the toughening 
up of  the duties of  directors in some 
countries, and the transformation 

▌▌▌‘PEOPLE HAVE LEARNT SOME OF THE 
LESSONS OF BELIEVING TOO MUCH IN THE UPSIDE 
AND NOW WANT IT TESTED MORE RIGOROUSLY’

2012 acquisition of  British software 
company Autonomy. Claims by HP 
that Autonomy’s revenues had been 
overstated have been furiously denied 
by the company’s former directors. 
But HP shareholders claimed that 
their directors should have been more 
diligent before paying US$10.3bn 
for the company. The controversy 
was further fuelled in February when 
HP refiled the 2010 accounts of  
Autonomy’s largest unit with the UK’s 
company register showing revenues of  
only 46% of  those previously reported.

It is not just those headline cases 
that end up in the courts which 
should worry deal-makers and their 
accountants. M&A activity should be 
about creating more value, but the 
accumulated evidence of  research 
projects, such as McKinsey’s A new 
generation of M&A, suggest that between 
two-thirds and three-quarters of  M&A 
projects fail to harvest their full value.

So with M&A activity once again 
on the rise in the face of  a set of  new 
challenges, more deal-makers should 
be asking the question: is it time to do 
due diligence on due diligence?

The diligence agenda is changing 
in two key ways. There is more focus 
and a probing for more detail on 
issues that have traditionally been 
diligence targets, such as accounting 
adjustments to profits.  

Today there is more rigour in 
exploring the reasons for an uplift in 
profits at a target company, says James 
Fillingham, a partner in the transaction 
services team at PwC. ‘People have 
learnt some of  the lessons of  believing 
too much in the upside and they now 
want it tested more rigorously,’ he 
says. For example, revenue recognition 
is now ‘mercilessly probed’.
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Issues such as controls, processes 
and the quality of  management 
information need to be explored in 
more detail, argues Fillingham. Pre-
credit crunch, some of  those issues 
were taken for granted. ‘In those 
days, as long as there was a good 
strategy, the direction of  the business 
was positive and there was a strong 
management team, you weren’t too 
worried about some of  the more 
mundane control processes and 
information systems,’ he says.

But that is no longer the case. ‘A 
lot more granular detail is expected 
around issues like product and 
customer profitability, cashflow and 
cash forecasting,’ he adds.

Fillingham argues that the root 
cause of  failure in businesses 
during the downturn lay partly in the 
quality of  management information. 
‘Problems weren’t apparent quickly 
enough and didn’t surface at board 
level.’ Today’s more canny investors 
want to understand more about the 
quality of  the information they can 
access to manage a business they 
plan to acquire. ‘Investors acquiring 

a business want to know how they’re 
going to control it,’ he says.

The second key point is that there 
is a whole range of  issues which may 
not have surfaced before the credit 
crunch, but which could now feature 
on a due diligence agenda. David 
Davies, a partner in the corporate and 
commercial department at UK law firm 
Bates Wells Braithwaite, has noticed a 
marked increase in the need to review 
regulatory compliance.

‘Whether it is missing or expired 
registrations, approvals or certificates 
or, as we recently encountered on a 
deal, breaches of  the Bribery Act, we 
are finding that many businesses do 
not have sufficient internal procedures 
in place or are simply ignorant of  the 
increasingly pervasive and punishing 
regulatory environment,’ Davies says. 
‘In many cases this is catching  
them unawares.’

And it is not only the UK’s Bribery 
Act which poses new regulatory 
problems. That attractive acquisition 
may deliver distinctly unattractive 
successor liabilities, according to 
guidance issued under the US Foreign 

Corrupt Practices Act. For example, 
an acquirer may be found liable 
for prior illegal conduct. Contracts 
obtained through bribes may be 
legally unenforceable. Further, if  a 
company takes over a target which 
is picking up business because it is 
paying bribes, the orders may (and 
probably will) disappear when the 
payola stops.

Live concern
These issues were rarely a major 
problem for deal-makers on the 
acquisition trail in western Europe and 
North America. But now that the trail 
leads more often into Africa and other 
emerging markets, it has become a live 
concern. 

It is important to understand the 
corruption risk in the market where 
the target trades, says Mark Dunn, 
segment leader for due diligence 
at LexisNexis Business Information 
Solutions. ‘This includes the target’s 
reliance on third-party agents, the 
nature of  commission schemes applied 
to those agents and the auditing of  
such agents’ activities,’ says Dunn. »
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Bribery and corruption may 
be an unsavoury addition to the 
due diligence menu, but there 
are other dishes which may 
not leave such a nasty taste in 
the mouth but need sampling 
before doing a deal.

There is, for example, data 
protection and the question of  
whether legislation has been 
followed in relevant markets. 
There is also the importance of  
ensuring pristine title to material 
intellectual property. There is 
a growing trend, especially in 
the US, to pledge intellectual 
property as security for loans, 
Davies points out.

Then there are the tax 
aspects of  historic structuring 
arrangements. These may be 
especially significant when 
dealing with international 
groups. There is more 
‘sensitivity’ about tax issues, 
Fillingham confirms.

Companies are increasingly 
concerned about public reaction 
to decisions they take about 
which tax jurisdiction they 
choose to locate a deal in. ‘This 
involves a whole extra degree of  
thinking,’ he says.

Information needed
One of  the problems of  doing 
due diligence on some of  these 
new issues is that information 
is not always readily available. 
Michael Boag, head of  UK 
intelligence and due diligence 
at Stroz Friedberg, has probed 
some of  the more difficult areas 
for a whole range of  different 
companies. 

He points out that in some 
‘frontier markets’ deal-makers 
may need on-the-ground resources 
to trace the ownership of  a 
company. ‘You need to understand 
who the company’s officers are 
and their background reputation and 
track records,’ he says. ‘That can involve 
wading through a huge volume of  
information which in a lot of  countries 
can be inaccurate, contradictory or even 
tainted.’

There is simply a great deal more 
information to look at now. ‘The growth 
of  social media means that people 
are constantly releasing information 

about themselves, including their 
locations, friends and workplace,’ says 
Smith. ‘The digitisation of  corporate 
information has also increased 
dramatically. Although sites are often 
difficult to use and hidden from 
standard search engine results, online 
corporate records can now be found in 
the majority of  jurisdictions, even in 
the developing world.’

Smith points out that the 
growth in personal and corporate 
information has coincided with 
increased public disclosure of  
confidential information on 
sites such as WikiLeaks or 
the International Consortium 
of  Investigative Journalists’ 
database of  offshore 
companies. ‘With the correct 

use of  online resources, due 
diligence on company managers’ 

reputations and business 
interests can be much faster and 
more comprehensive,’ he says.

However, the wider use of  
virtual data rooms is making it 
easier to access the mountain of  
information needed in major due 
diligence. 

‘When I started in the M&A 
world, everyone operated physical 
data rooms with some poor junior 
associate standing guard inside 
making sure you didn’t stuff  the 
family jewels up your jumper,’ 
recalls Lorcan Tiernan, corporate 
M&A partner at international law 
firm Dillon Eustace. ‘With one 
exception this year – a loan book 
sale – our due diligences have 
been exclusively online.’

The downturn has sparked 
a new mindset in M&A, says 
Ivermee. ‘Before the credit 
crunch, people were well aware 
that due diligence was, to some 
extent, a tick in the box. Now you 
see corporate and private equity 
firms doing due diligence more 
deeply than before.’

There are dangers that this 
new thoroughness could make 
due diligence more time-
consuming and costly, but 
Ivermee says the antidote to 
drowning in data is to focus due 
diligence on the drivers of  risk 
and value in a deal.

‘Don’t boil the ocean,’ he says. 
‘It is world-class due diligence 

when the issues you’re looking at are 
aligned with the investment thesis and 
when you get due diligence to the right 
level of  depth, rather than just going 
through the motions and ticking the 
box on all of  the categories.’

And that is when due diligence does 
precisely what it says on the label. ■

Peter Bartram, journalist
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ATTACKS BY SECTOR
Global risk management consultancy 
Risk Advisory’s Terrorism Tracker gives 
corporations and financial institutions  
a global picture of terrorist risks that  
can – and should – affect their due  
diligence activities.

33% Retail* 
18% Transport*
12% Oil
6% Electricity
6% Construction
5% Media
5% Tourism
5% Gas
3% Agriculture
3% Financial
2% Mining 
2% Utilities

* Retail includes public spaces such as 
markets

* Transport includes attacks on land, 
maritime and aviation

Source: Terrorism Tracker, a comprehensive 
global database of terrorist attacks and plots, at 
www.terrorismtracker.com



‘MINIMISING EXPOSURE TO THE CONSEQUENCES 
OF NON-COMPLIANCE IS HIGH ON THE AGENDA’  
ABDUL MAJID KHATRI, ASSISTANT AUDIT 
MANAGER, DELOITTE, MUSCAT

SNAPSHOT:
OIL AND GAS
As scientists search for new 
sustainable energy sources, 
those working in the oil and 
gas industry have to contend 
with demands from all sides 
to be ethical in a heavily 
politicised environment.

Globally, the oil and gas 
industry has largely recovered 
from the global recession, 
with oil prices slowly edging 
upwards. Capital has flowed 
back into the industry 
boosting exploration, project 
starts and profits. 

‘The oil and gas industry 
in the Asia-Pacific region is 
currently growing at a steady 
rate and is a smart choice to 
join in the region in 2014,’ 
says Simon Wright, marketing 
director at CareersinAudit.
com. ‘Asia Pacific as a region 
consumes a third of  the 
world’s annual natural gas 
consumption, so discovering 
and producing oil and gas in 
the region is a high priority.’

Shale gas has also become 
a major contender. ‘China is 
currently the largest producer 
and user of  shale gas and is 
a big exporter to the wider 
region,’ says Wright. ‘China is 
a good choice for accountants 
as the gas industry is growing 
at an impressive rate.’

42%
According to Lukoil’s report, 
Global Trends in Oil and Gas 
Markets to 2025, OPEC 
countries currently control 
42% of  global oil production

The view from

Oman is open for business 
and its economy is 
becoming more diverse 
and successful. While we 
have been operating here 
for a number of  years, in 
recent times we’ve seen 
a much wider range of  
sectors open up, with a 
subsequent impact on 
the type of  needs that are 
emerging. Manufacturing, 
infrastructure, tourism and healthcare 
are all growing. Besides audit and tax 
services, growing international and 
local organisations are increasingly in 
need of  consultancy to support their 
productivity, performance, technology 
and export objectives. Of  course, the 
oil and gas industry is still important, 
and continues to attract capital and 
create jobs. Opportunities arising 
from the country’s other natural 
resources are also exciting investors, 
and further reinforce Oman’s economic 
sustainability.
 
Globalisation, inward investment 
and government spending are all 
contributing to the growth of our 
financial services sector. Islamic 
finance, governance, risk management 
and safeguarding capital are among 
the activities where banks and 
securities houses need support. 
Foreign companies are increasingly 
establishing themselves here, 
alongside Omani banks already 
flourishing. Although the customer 
base for many organisations 
predominantly comprises corporates 
and wealthy individuals, demand 
from SMEs for services that address 
their unique needs – such as access 
to finance and cross-border banking 
for those expanding overseas – are 
also driving efforts among banks to 
maintain and improve competitiveness.

Training and education 
are significant priorities 
for Omani firms. 
The government’s 
Omanisation objectives 
are geared towards 
greater development and 
employment of  local talent 
in the private sector. Audit 
firms have been asked to 
support more people to 
become professionally 

qualified; ensuring that high-quality 
work continues to be delivered places 
a heightened emphasis on finding 
experienced people with the right 
backgrounds for more challenging 
roles. Some of  our people have already 
spent time in industry, bringing 
with them an understanding of  the 
challenges faced by clients. It’s 
possible to bring people in from other 
Deloitte offices in the region – and 
Oman is certainly a good country for 
people to come to – but opportunities 
are becoming more limited as local 
capacity-building initiatives are given 
fresh impetus.
 
Compliance is an increasingly 
pressing challenge for companies 
subject to audit regulations. This is 
not simply because new standards 
and rules have been emerging 
faster and in greater volume than 
in recent years. Enforcement and 
penalties are also being stepped 
up; there have been a number of  
high-profile cases recently where 
the Capital Markets Authority here 
has pressed strongly for action to 
be taken, resulting in imprisonment 
for individuals and millions in fines 
for their employers. Minimising the 
risk of  exposure to the consequences 
of  non-compliance is therefore high 
on the agenda throughout industry 
and commerce. ■
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Trust builder
As RSM International welcomes Baker Tilly UK as its newest member firm, Jean Stephens 
talks about her role at the helm of a network celebrating its 50th anniversary 

areas of  focus has been on having 
our firms work together on an ever 
increasing basis to grow the amount 
of  international work they do together. 
The amount of  international referral 
work has grown 18% in the last 
year, and I’m very satisfied with that 
because that is the area where the 
network can contribute, helping the 
individual firms grow their business 
through international clients. This year 
it will probably come in at over 20% 
growth, and that is music to my ears.’

Such contributions include putting 
in place an infrastructure so there 
is a common approach to the firms’ 
markets and pricing methods, as well 
as best practices for tendering. ‘While 
the firms are still all independent 
practices, they are aligned ever more 
closely,’ she says.

This alignment is embodied in 
the four cornerstones that Stephens 
promotes among the member firms: 
quality, brand, business development 
and people. She sees the four as 
crucial in creating a strong alignment 

of  individual firms. It is not a unique 
proposition, but it is one that works 
well. ‘Every network is on the same 
journey,’ she says.

But is it really possible to create 
a single path for firms born out of  
different cultures, different regulations 
and different economies? ‘This is the 
most interesting part of  the job, trying 
to get everyone closer together in a 
way that makes sense to members,’ 
Stephens explains. ‘Is there an RSM way 
of  doing things? Absolutely there is.’ 

The process begins with recruitment 
into the network, carries on with 
common technology and training, and 
through to building strong intra-network 
relationships. ‘If  people don’t know each 

To say that Jean Stephens 
lives in interesting times is an 
understatement. As chief executive of 
RSM International, the seventh largest 
global accountancy network, she has 
just managed to plug the UK hole in 
the network. And, having just returned 
from a flying visit to China to check 
on the progress of the newly merged 
member firm there, she will now be 
turning her attention towards Canada 
in a bid to fill the vacancy created 
when RSM parted company with its 
Canadian member firm last year. In 
Stephens’ world, problems can quickly 
become opportunities. 

Last year, the loss of  RSM’s UK 
member firm RSM Tenon, which was 
merged into rival Baker Tilly following 
a pre-pack administration, posed a 
significant problem. But now that 
particular problem has been solved; 
Baker Tilly UK will leave its own 
international network and join RSM, 
in effect bringing the old Tenon firm 
back into the fold, along with a similar 
amount of  new blood.

Stephens says: ‘The UK is a critical 
market. RSM has a lot of  history here – 
our headquarters are here, one of  our 
founding members was based here. It 
is a top priority.’ Ahead of  signing the 
deal with Laurence Longe, Baker Tilly 
UK’s managing partner, Stephens said 
she had looked at what the options 
were and had had ‘a number of  
discussions’ but ultimately was able to 
persuade Longe that his firm’s future 
lay with RSM’s network.

It is a network that stretches across 
106 countries, is made up of  32,000 
professionals and has a combined fee 
income of  US$3.7bn. Last year, some 
14 new member and correspondent 
firms joined, and like-for-like fees rose 
5% in local currency terms for the year 
to 31 December 2013.

Snapping at the heels of  mid-tier 
rival Grant Thornton International in 
terms of  fee income, RSM achieves 
its success, says Stephens, by getting 
its individual member firms all pulling 
in the same direction. ‘One of  our key 

other they are not going to refer their 
biggest clients,’ she argues. ‘This builds 
trust, and anything we can do to keep 
building that trust is going to help.’

She points to the RSM Academy 
for future leaders, which brings 
together professionals from around 
its network, as one way in which the 
central RSM team can add value to the 
individual firms. ‘This is a leadership 
development  programme where senior 
managers and partners come together 
and learn about working in different 
cultures and the RSM way of  doing 
things. They get to know RSM and 
their colleagues.’ She stresses that 
the success of  the network should be 
put down to a central team working » 

The network was 
created in 1964. The 
founding firms of 
RSM were Robson 
Rhodes (UK), Salustro 
Reydel (France) and 
McGladrey & Pullen 
(US). The first two 
have since left the 
network, merging with 
Grant Thornton and 
KPMG respectively.

us$3.7bn 
Total fees for year 
ending 31 December 
2013.

106
Countries it operates in.

700+ 
Offices.

32,000+
Professional staff.
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▌▌▌‘THIS YEAR INTERNATIONAL REFERRAL 
WORK WILL PROBABLY COME IN AT OVER 20% 
GROWTH, AND THAT IS MUSIC TO MY EARS’
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alongside regional leaders rather than 
a single individual. 

Part of  getting to know colleagues 
around the world inevitably involves a 
good deal of  travel, and Stephens is 
no stranger to international departure 
lounges. She reckons she spent 80% of  
her time abroad last year, a figure she 
is determined to bring down this year. 
She recalls how she travelled to Beijing 
for a single meeting, only to step back 
onto the plane to head home again. 
She makes such commitments because 
of  the importance of  face-to-face 
meetings as a way to build trust among 
network members and in countries 
such as China; RSM’s Chinese member 
firm last year merged with Crowe 
Horwath China to create Ruihua China, 
currently ranked third largest firm in 
the country.

‘Work continues on the merger and 
we are down the road towards having 
integrated processes, offices and 
teams,’ she explains, adding that the 
firm will be a member of  both RSM 
and Crowe Horwath International, 
another top 10 accountancy network, 
‘for a few more years’.

Stephens flew out to Beijing and 
Shanghai shortly before announcing 
the Baker Tilly deal, and saw first-hand 
how the Chinese economy is faring; 
it has been growing at a phenomenal 
rate, so any slowdown has to be seen 
in the context of  sluggish growth in 
regions such as Europe and the US.

Stephens pauses here to comment 
on two accountancy-specific issues 
relating to China. The first is the 
ongoing difficulty with the US over 
access to audit papers, which has seen 
the large international networks fall 
foul of  the US Securities and Exchange 
Commission. ‘This will have to be dealt 

*‘Get the best people you can.’

*‘The right tone at the top is very important, but it 
is not about just saying things; make sure you follow 

through with your actions, rewarding what you value.’

*	‘Authenticity is very important. If you don’t have trust, 
then you can’t build relationships, and if you can’t build 
relationships, you won’t grow.’

*	‘On a personal level, take ownership of your career – it’s not 
the company’s career, it’s yours. Put yourself into situations 
where you are going to learn.’TI

PS

with,’ she says. The other big question 
is whether a challenger to the dominant 
accountancy networks, notably those 
of  the Big Four, will emerge from within 
China. ‘Yes, it is a possibility,’ believes 
Stephens, ‘but it is some years away, 
and will take time to develop.’

China is not the only focus of  the 
network’s attention. Africa is also 
seeing significant activity, though it is 
still a work in progress. ‘We do a lot of  
mentoring with the firms,’ Stephens 
says. Capacity building is a challenge 
for the profession as a whole, as 
firms seek to keep up with the rapid 
economic growth in the continent.

She also touches on a couple 
of  other profession-specific issues 
such as vicarious liability – where an 
accounting scandal spreads from a 
member firm in one country to affect 
the whole network. ‘It is still an issue, 
but we have our risk policies, checks 
and balances in place,’ she says. 

At the same time, there is 
the vexed issue of  International 
Financial Reporting Standards (IFRS) 
convergence. The networks need to 
ensure that member firms are applying 
IFRS in a consistent manner against 
the backdrop of  continuing divergence 
in a number of  areas between the 
US Financial Accounting Standards 
Board (FASB) and the International 
Accounting Standards Board (IASB). ‘It 
is an ongoing situation,’ Stephens says.

The network has understandably 
been following the debate on auditor 
competition and choice that is being 
fought, notably at a UK and European 
level. ‘The debate has been healthy, 
and it is now on everyone’s radar,’ she 
says, but adds: ‘The changes are not as 
widespread as initially envisioned, and 
the debate will continue.’

There are, however, other wider 
business issues on which Stephens 
has been particularly vocal – diversity 
and equality in the boardroom, for 
example. In March this year, to mark 
International Women’s Day, she 
recalled that her appointment as 
CEO of  RSM in 2006 was heralded as 
one that ‘broke the glass ceiling’ of  
international accountancy networks. 
But nine years on, she has come to 
realise that ‘real change cannot come 
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2006
Becomes 

chief 
executive 

officer of RSM 
International.

1996
Joins RSM Executive 
Office team.

1994
Joins RSM McGladrey 
as senior manager, 
subsequently 
promoted to partner.

Stephens has received 
numerous awards, 
including an Athena 
Award for Outstanding 
Business Woman from 
the San Bernardino 
Area Chamber of 
Commerce, and 
the California State 
University Alumni of 
the Year Award.

CV

from another person nor be enforced 
top-down’. Instead, she says, ‘it must 
be something that every individual 
seeks for themselves, man or woman’. 

She acknowledges that progress 
has been made, but the fact that it 
is an issue that is reported on ‘every 
day’ shows that more needs to be 
done. ‘Quotas of  women on company 
boards could be helpful, but we need 
to change behaviour and culture,’ 
she argues. She believes that the 

accountancy profession itself  should 
have made more progress than it has, 
noting that women make up 50% of  
those entering the profession but at the 
highest level ‘they are just not there’, 
although she adds: ‘But if  it was easy, 
we would have solved it by now.’

Stephens has been based in 
London since 1996, having trained as 
a professional accountant in the US 
before joining RSM founding member 
firm McGladrey in 1994 as a senior 

manager. A joint US/UK citizen, when 
she is not running the international 
network she is running in her spare 
time. ‘I’m currently building up to a 
half  marathon,’ she says. 

The lifestyle of  the travelling 
executive undoubtedly comes with 
positives – ‘and things that are not so 
positive’, she says. ‘It might not be 
perfect for most people, but it’s perfect 
for me. I tell people that I’m leading 
the life I was meant to lead.’ 

It is a life that Stephens clearly 
relishes – travelling around the globe, 
solving problems and providing 
leadership. As the network celebrates its 
50th anniversary this year, she will be 
pleased that the UK piece of  the jigsaw 
has been fixed. Now she will turn her 
attention to Canada, as well as ensuring 
the smooth integration of  Baker Tilly 
in the UK and developing the network’s 
China presence. As she says: ‘It’s a 
short to-do list of  very big things.’ ■

Philip Smith, journalist

FOR MORE INFORMATION:

www.rsmi.com
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Going global
Graeme Gordon, executive director of Praxity Global Alliance, offers a checklist  
of what companies need to consider if they plan to expand overseas
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These developed countries, together 
with North America, enjoyed FDI of  
US$576bn. But it’s the developing 
economies – particularly Latin America 
and the Caribbean, developing Asia 
and Africa – where FDI has grown 
significantly, having reached a new 
high of  US$759bn, accounting for 
52% of  global FDI in 2013. Inflows to 
transition economies also recorded a 
new high of  US$126bn, up 45% from 
the previous year, accounting for 9% of  
global FDI inflows. 

While the level of  FDI indicates a 
country’s economic viability, there are 
other issues to consider. These include 
demographic trends, such as age and 
education profile, how easy it is to 

do business and what the respective 
government will do to secure your 
investment. In this competitive global 
marketplace, governments are keen to 
win business and will offer lower tax 
rates, grants and incentives to do so.

A number of  organisations 
benchmark countries against a range 
of  prosperity indicators. Forbes 
produces an annual ranking of  the top 
100 countries ‘best for doing business 
with’ and in spite of  its economic 
troubles, Ireland took the top spot in 
2013. Analysts attribute its success 
to factors including its educated 
workforce, common language and 
12.5% corporation tax – one of  the 
lowest in Europe. 

Bloomberg similarly identifies 
the top 50 ‘best-for-doing-business’ 
countries using six broad criteria. 
These are: degree of  economic 
integration, the cost of  setting up a 
business, labour and materials costs, 
the cost of  moving goods, less tangible 
costs such as inflation and the level 
of  corruption, and the health of  its 
consumer base.

Last year, out of  157 participants, 
Hong Kong was ranked first, partly due 
to the low cost of  starting a business. 
Second was Canada, third, the US, 
fourth, Singapore and fifth, Australia. 

In its recent World Economic Outlook, 
the International Monetary Fund 
(IMF) reported that global activity 
has strengthened and is expected to 
improve further this year and next. 
It indicated that the recovery that 
was starting to take hold in advanced 
economies in October 2013 is 
becoming broader, fiscal consolidation 
is slowing, investors are less worried 
about debt sustainability and banks 
are becoming stronger.

These dynamics, suggests IMF 
economic counsellor Olivier Blanchard, 
imply a changing environment for 
emerging markets and developing 
economies. This upward swing in 
overseas expansion is evidenced by 
the United Nations Conference on 
Trade and Development (UNCTAD) 
Global Investment Trends Monitor 
Report (28 January) which shows 
global foreign direct investment (FDI) 
inflows increased by 11% in 2013, to 
an estimated US$1.46 trillion, a level 
comparable to the pre-crisis average.

But before expanding overseas, 
there are a number of  questions 
to consider:
What do you want to achieve? Are you 
looking for a new and cheaper capital 
source, market-leading talent, more 
cost-effective production strategies, 
new markets to enter or a combination 
of  all of  these?
How will you put the theory into 
practice? Do you need the advice and 
support of  partners in the region you 
want to enter?
How will global expansion impact 
on your domestic operation? Look at 
finance, resources and management.
What’s the best way to enter this new 
market? Is it via import or export, 
acquisition, joint venture, a partnership 
or green-field development?

Location, location, location
Selecting the right location is crucial, so 
it’s important to know what’s hot and 
what’s not. The level of  foreign direct 
investment is a robust indicator. 

With 27 member countries, over 
500 million customers, free movement 
of  goods and services and a common 
currency, it’s no surprise that UNCTAD 
reports that FDI to the European Union 
increased by 38% in 2013, while the 
rest of  Europe enjoyed a 25% growth. 

Germany, the UK, the Netherlands, 
Spain and Sweden completed the 
top 10. 

The Foreign Direct Investment 
Confidence Index, produced by 
consultancy AT Kearney, ranks 
countries according to where global 
US dollars are likely to be heading, 
taking into account how political, 
economic and regulatory changes 
will affect FDI. Feedback analysed 
from 300 executives in 26 countries 
put the US in the top slot for 2013, 
followed by China, Canada, UK, 
Brazil, Germany, India, Australia, 
Singapore and France.  

The World Economic Forum’s 
2014 Enabling Trade Index 

evaluates tariffs, efficiency 
and transparency of  border 
administration, communication 
and transportation infrastructure 
and the operating environment for 
importers and exporters in 100 
countries. Singapore, Hong Kong, 
the Netherlands, New Zealand, 
Finland, the UK, Switzerland, Chile, 
Sweden and Germany made its top 
10, while emerging economies such 
as Qatar, Mauritius, Oman, Jordan, 
the United Arab Emirates and 
Malaysia are gaining prominence.

Key issues
Before expanding overseas, the 
following should be considered:
1 Political and social climate 

Politics can impact on future 
prosperity, so as well as 
scrutinising past history, factor in 
potential future issues. Look out 
for early signs of  social unrest, 
which is particularly important in 
emerging markets.

2 Tax and regulation A low 
headline corporate rate tax can 
be deceptive. Other taxes such 
as state-based, withholding and 
sales tax (VAT) may have to be 
factored in, so speak to a local 
tax expert. »

▌▌▌WHILE FDI INDICATES ECONOMIC VIABILITY, 
THERE ARE OTHER ISSUES TO CONSIDER 
INCLUDING DEMOGRAPHIC TRENDS
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www.fides-services.de 

CASE STUDY: EXPANDING TO GERMANY
A large overseas retail chain, listed on the local stock exchange, 
wanted to enter the German market. Its auditor is a Big Four Firm, 
which carries out audit work only. All other advisory work and other 
professional services (channel-two work) is bought in only via mid-tier 
accounting firms. A Praxity member firm is the provider of channel-two 
work in the chain’s home country.

The Praxity member firm recommended FIDES, a large professional 
accountancy and consulting firm based in north-west Germany. Its 
business line outsourcing, FIDES Services, won the tender in 2012. The 
chain founded a legal subsidiary in Germany (local company) which 
hired operative staff  to start, open and run its core business stores. 
No staff  were hired for accounting, treasury etc; these functions were 
outsourced.FIDES Services sprung into action in 2012, setting up and 
running payroll, including payroll accounting, filing of  payroll taxes with 
the local tax administration and data transfer to health insurance funds. 

Going forward, the challenge was to organise a link with bookkeeping. 
The chain’s financial bookkeeping (with its worldwide subsidiaries) is 
centralised with the client overseas, using its own IT system. The chain 
wanted to maintain this while adhering with German tax and other legal 
requirements. FIDES Services therefore designed and implemented a 
customised financial bookkeeping workflow for the German operations. 

Outsourcing eliminates business overhead costs. As the business 
grows, the need for additional financial services grows. By outsourcing the 
financial function, the client is able to add services, rather than employees.

3 Double taxation treaties Don’t 
take these at face value; look 
beyond withholding tax rates 
and find out how treaties deal 
with mutual agreement, transfer 
pricing, permanent establishment 
and global workforce issues.

4 Business incentives Ask if  you 
qualify for financial support; these 
can include special economic 
zones (boosting employment in a 
specific region) and research and 
development benefits.

5 Utilise local expertise Nothing 
beats local professional advice 
and international connections. 
Despite many countries relaxing 
their ‘red tape’, organising the 
paperwork to trade overseas 
can take time, so set up a 
local accounting, tax, legal and 
banking support network. 

6 Culture Be aware of  the cultural 
differences and how these 
might impact on your business 
approach and practices.

7 Workforce Research the 
education level and experience 
of  your prospective workforce 
as this will determine how much 
you need to invest in training. 
Are there local regulations, 
protocols, employment terms 
and conditions to follow? Do you 
need to negotiate with unions or 
other third parties? 

8 Finance, currency and cashflow 
Know how the expansion is being 
financed and your cashflow 
needs. Check your finance 
arrangements do not breach 
local transfer pricing rules or 
thin capitalisation (ie more debt 
than equity) thresholds. Assess 
the tax impact that cross-border 
cashflows such as dividends, 
interest, royalties or service 
charges will have and whether 
there are currency restrictions. 
Although less common today, 

transitional economies may impose 
exchange controls. 

9 Anti-avoidance This tax legislation 
deals with issues such as corporate 
tax residency, controlled foreign 
companies and transfer pricing. 
Last September, the G20 group 

endorsed plans to automatically 
exchange tax information and crack 
down on base erosion and profit 
shifting. (See page 16).

10 Legal system This can impact on 
merger and acquisition activities, 
provide commercial protection 
(data, copyright and privacy), 
regulate employment law and affect 
real estate planning. North America, 
Canada and Australia operate a 
common-law legal system; civil law 
tends to prevail in much of  Europe 
and the emerging markets; and in 

the Gulf  States, Middle East and 
parts of  Africa and Asia, Muslim 
law takes the lead.

Market research
By visiting the territory you’re 
interested in, you’ll be able to build 
up a detailed knowledge of  the local 
market, identify if  there’s a customer 
appetite for your business and 
what level of  capital investment is 
required. Most markets and sectors 
have organisations representing the 
location, and the trip will provide you 
with a perfect opportunity to network 
and speak with local advisers and 
firms specialising in overseas 
business expansion. ■

Graeme Gordon is executive 
director of Praxity Global Alliance. 
Praxity is represented in 97 
countries and by more than 30,500 
independent professionals

▌▌▌ASSESS THE TAX IMPACT THAT CROSS-
BORDER CASHFLOWS WILL HAVE AND 
WHETHER THERE ARE ANY CURRENCY 
RESTRICTIONS
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ABOUT THE SURVEY
IMD is a top-ranked business school. The World Competitiveness Yearbook is recognised as the leading annual 
report on the competitiveness of  nations. The yearbook was due to be published as Accounting and Business 
went to press. Download the full list at: http://tinyurl.com/klulv2l

▼LITTLE CHANGE AT THE TOP
According to the latest IMD World Competitiveness Center’s annual rankings, the US retains the number 
one spot in 2014, reflecting the resilience of its economy, better employment numbers and its dominance 
in technology and infrastructure. There are no big changes among the top 10. Small economies such as 
Singapore and Hong Kong continue to prosper thanks to exports, business efficiency and innovation. Most 
big emerging markets slid in the rankings as economic growth and foreign investment slow.

▼REGIONAL PERFORMERS
‘There’s no single recipe for a country to climb the 
competitiveness rankings; much depends on local context,’ 
said Arturo Bris, director, IMD World Competitiveness Center.

▲BUSINESS EFFICIENCY
In the ranking of  which enterprises are 
performing in an innovative, profitable and 
responsible manner, the US came top, with 
Hong Kong in third place, and Ireland fourth. 
Greece was ranked near the bottom (54th).
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THE FUTURE IS 
CROWDSOURCING
Innovation is what R&D is about, but now the R&D model itself has been taken over by a 
whole new approach – looking outside the company walls for new product and service ideas 

Matt Greeley, CEO of  Brightidea, says: ‘Global spend 
on R&D is $1.4 trillion. To say the majority of  that will 
go toward crowdsourcing within two years is unrealistic. 
However, crowdsourcing is highly disruptive to R&D 
and will continue to take a larger slice every year. New, 
collaborative innovation models are catching on fast, in a 
big way. Crowdsourcing is likely to disrupt a large segment 
of  the global economy.’

Greeley highlights P&G as a prime example of  how 
businesses are using the new product-development model. 
More than 50% of  the company’s product initiatives involve 
significant external collaboration, and it expects externally 
sourced innovation to contribute more than $3bn in 2015.

However, Dr Steve Priddy FCCA, head of  research at LSBF, 
dismisses Gartner’s claim as ‘rubbish’. ‘Crowdsourcing is 
not going to displace the R&D function of  firms as diverse 
as Unilever, Shell or Arup,’ he says. ‘It may impact more on 
“gazelle” startups, which are excellent for crowdsourcers.’

Techniques such as asking fashion blog readers about 
their favourite colours have enabled businesses like The 
Cambridge Satchel Company to achieve rapid growth from 
almost nothing, says Priddy.

Dave Nelsen, president of  Dialog Consulting Group, 
also doubts that crowdsourcing will become so pervasive 
soon – if  ever. ‘But it will be a huge trend,’ he adds. 
‘It’s brainstorming meets focus group meets democracy. 
For example, over six years, Starbucks has implemented 
more than 300 ideas based on customer suggestions 
and voting. Why should a company plan its products 
and services using just the people inside its four walls? 
Customers live in the real world, there are more of  them, 
and they have lots of  good ideas.’

100%Open has helped run many crowdsourcing 
campaigns for a wide range of  companies and non-profit 
organisations – it claims a tenfold return on investment for 
open-innovation projects.

Co-founder Roland Harwood says: ‘There are some great 
examples of  how crowdsourcing has made a real difference 
in all sorts of  industries and applications, from Wikipedia 
to citizen science. Whoever you are, not all the smart people 

M
ore than half the manufacturers of consumer goods 
will achieve 75% of their consumer innovation and 
research and development (R&D) capabilities via 
crowdsourcing within three years. That, at least, is 

the prediction of consultancy Gartner – to a mixed reaction 
from companies and academics in the area. One thing they 
are virtually all agreed upon, though, is that crowdsourcing 
is developing rapidly and has disruptive consequences.

Crowdsourcing means obtaining services, ideas or 
information by soliciting contributions from a large group 
of  people – usually online – rather than from traditional 
sources. Organisations have already found a huge range of  
uses for crowdsourcing, from improving sales techniques to 
building predictive models and designing adverts. A mining 
company even used it to find elusive gold reserves.

A recent article in New Scientist proposed that 
crowdsourcing can even ‘fix’ the internet by protecting it 
from complex bugs like Heartbleed.

Gartner said that engineers, scientists, IT professionals 
and marketers at consumer-goods companies are now 
engaging the intellect and opinion of  crowds much more 
aggressively. It sees a massive shift toward such applications 
of  crowdsourcing as online communities, scientific problem 
solving, and internally and externally created products.

The consultancy also predicted that consumer-goods 
companies using crowdsourced solutions in marketing or 
product development will have added 1% more to their 
revenue by 2015 than non-crowdsourcing rivals.

The trailblazers
Large brands and companies such as Doritos, Starbucks 
and Procter & Gamble (P&G) have led the way. Thousands 
of  businesses are now thought to be using so-called idea 
exchanges, where customers post suggestions and vote on 
features suggested by others. 

But Jonathan Price, visiting lecturer at the London 
School of  Business & Finance (LSBF), sums it up when he 
says: ‘The numbers using open innovation platforms look 
impressive by themselves, but in market share terms they 
are infinitesimal.’
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work for you. This has always been 
true, but more recently, simple web 
tools have made it possible to engage 
them in innovation activities effectively. 
This has made open innovation 
increasingly necessary to build and 
sustain competitive advantage.’

Potential pitfalls
But crowdsourcing also brings many potential difficulties. 
Some claim one of  the biggest is that it can be used to 
exploit desperate people by offering minimal or unfair 
rewards – a practice dubbed ‘serfing the internet’.

Michael Mainelli, executive chairman of  Z/Yen Group 
and a member of  ACCA’s Global Forum for Governance, Risk 
and Performance, says: ‘In R&D, intellectual property is a 
nightmare. The biggest problem is that I can’t crowdsource 
something unless I can identify the IP rights.’ He says 
some companies have offered ‘egregious contracts’ for 
crowdsourced ideas, pressuring people to give up their rights 
for a relatively small pay-off. ‘You only need a few like that to 
queer the pitch,’ he says. ‘We need a reform of  IP before we 
can use these techniques.’

Priddy agrees: ‘The growing danger is a lack of  regulation 
over crowdsourcing. It is not for the faint-hearted, but it 
should form part of  a balanced investment portfolio.’

Mainelli adds that so-called crowdworking – for example, 
accessing the global IT talent pool to write pieces of  
computer code – is already proving successful and is a more 
effective use of  the crowdsourcing technique at present.

Academics also point out that crowdsourcing is limited 
in that it can usually only be used for ideas rather than the 
whole R&D process. Bettina von 
Stamm, director at the Innovation 
Leadership Forum, says: ‘In 
most cases, open innovation 
is a misnomer. These 
platforms are mostly only 
generating ideas. They don’t 
collaborate to implement 
the ideas, which is what 
innovation is about.’

She also points out that 
successful crowdsourcing requires 
organisations to publish details 
of  their plans online that they 
may not wish their competitors 
to read.

Harwood says another 
downside could be the 
tendency towards 
mediocrity, as herd 
behaviour gravitates 
towards obvious ideas, 
unless the project is 

properly managed, moderated and incentivised. ‘Another 
pitfall is building expectation in your crowd that cannot 
be fulfilled. This can lead to a backlash of  disappointed 
participants but can be avoided by careful and frequent 
communication about what you are doing and why at each 
stage,’ says Harwood, who adds that crowdsourcing is not 
about getting something for nothing. ‘It requires a lot of  
work and some investment to make it work,’ he says.

Effective measurement
Von Stamm says methods for measuring the effectiveness 
of  crowdsourcing will depend on the context. ‘If  you want 
a small improvement for an existing product, it’s simple to 
measure. But radical innovation requires more care because 
if  you measure too much you might kill it. It might be better 
to measure the success of  the whole portfolio rather than 
individual projects. Many ideas will fail, but a few will succeed 
and perform much better than any incremental innovation.’

The possibilities opened up by crowdsourcing might 
call for finance to be more flexible, says Von Stamm. ‘Most 
of  the existing measurement tools are geared towards » 

▲ SMALL BEGINNINGS 
Yellow, a Lego sculpture made 
of 11,014 bricks by US artist 
Nathan Sawaya, part of his 
The Art of the Brick exhibition. 
Lego’s crowdsourcing 
project, Cuusoo, has led to 
the commercially successful 
creation of six Lego sets

▌▌▌‘CROWDSOURCING IS NOT FOR THE  
FAINT-HEARTED, BUT IT SHOULD FORM PART  
OF A BALANCED INVESTMENT PORTFOLIO’
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believe. You could give people 
tokens to play in the market which 
turn into prizes. It allows you to 
see which projects people really 
think are going places,’ he says.

‘Another development is that 
people are starting to look at how 

we infer things from the behaviour of  
crowds and second-order effects. So 
we can already guess what you were 
thinking about before you got there.’

Harwood says that, despite its pitfalls, crowdsourcing 
is set to have radical effects. ‘It could be applied almost 
anywhere – some of  my favourite current ideas are around 
crowdsourcing engineering, architecture and government 
policies,’ he says. ‘Since we have become exponentially more 
connected, organisations are being turned inside out. In the 
future, big organisations won’t do innovation, they will merely 
manage it. The real creativity will come from outside.’

Nelsen adds: ‘People can collaborate from everywhere. 
This will impact almost every organisation that is based 
primarily on intellectual contributions, including accountants. 
The mechanisms for collaborating and integrating knowledge 
will keep improving. The ultimate potential of  crowdsourcing 
is unlocking our collective intelligence.’ ■

Tim Cooper, journalist

risk elimination and certainty. 
“Ambidextrous” organisations excel 
at incremental innovation and the 
opposite, almost contradictory 
mind and skillset required for 
innovation excellence. I am making 
gross generalisations, but some 
finance people tend to focus more on 
details, whereas innovation requires 
a focus on the bigger picture. With 
crowdsourcing you can’t plan for the 
solutions to come.’

Harwood says it is important 
to calculate not only direct return 
on investment but also softer 
measurements such as net 
promoter score. A major by-product 
of  customer crowdsourcing is that 
they can become more engaged with 
your brand and products.

Greeley says tracking the 
financial impact for the company 
is nonetheless essential. ‘We define 
an innovation outcome as dollars 
returned to the business – this could be cost reduction or 
revenue growth,’ he says. ‘Our customers have tracked 
over $500m in impact from crowdsourcing, 
so there is compelling evidence of  its 
positive effect.

‘The counter-point is what if  you did 
not crowdsource? Would you identify 
and work on the same opportunities or 
ones with equivalent impact? There is no 
way to tell, but there is strong anecdotal 
evidence suggesting that breaking down 
silos [via internal crowdsourcing] allows 
employees to connect more dots across 
geographic and functional boundaries 
than they otherwise would.

‘Crowdsourcing can cast a wider 
net and engage more employees in 
your most pressing business challenges 
for faster solutions. Pitfalls arise if  
you use it as a gimmick. If  you don’t 
try to solve real business challenges, 
employees realise something is amiss – 
participation and motivation ceases.’

Mainelli says a refinement of  
crowdsourcing is to create a 
market for ideas, rather than 
simply relying on online votes, 
for example. ‘In the highly 
political environment of  a large 
establishment, it’s hard to tell 
which version of  the truth to 

Toymaker Lego’s Cuusoo programme 
has many of the aspects of a good 
crowdsourcing project. As well 
as sourcing talent and ideas from 
the global market, it uses the web 
to judge the popularity of ideas 
before they launch; and it uses a 
staged approach.

Participants submit ideas for Lego 
products. They create a page about 
their proposed idea for a Lego set 
and seek supporters and feedback 
from others. Once their proposal 
accrues 10,000 supporters, the 
Cuusoo team reviews it and decides 
whether to produce it commercially. 
The team also comments on project 
pages when they amass 1,000 and 
5,000 supporters. If  the project 

passes final review, the crowdsourced 
designers receive 1% of  total net 
sales of  the product.

Lego Cuusoo started in 2008 and 
has so far led to the creation of  six 
sets. 100%Open has worked with 
Lego on its crowdsourcing strategy. 
Co-founder Roland Harwood says: 
‘Crowdsourcing works better in 
digital industries where the rate of  
developing ideas is much faster than 
product or manufacturing-based 
businesses, but Lego Cuusoo shows 
that it also works here. Cuusoo is a 
clever way to develop and market new 
products before you’ve spent money 
on production. Lego tracks ROI and 
several of  the sets have enjoyed 
incredible commercial success.’

◄ REACHING OUT
Children perform at the opening ceremony of the First 
Lego League Open European Championship in Spain

LEGO CLICKS WITH CUUSOO
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FROM A TO B
While change is always hard, if transformation programmes are to achieve their aims  
it is vital that finance leaders take ownership of the process, says ACCA’s Jamie Lyon

M
any CFOs have a good understanding of the 
current state of their finance function – and 
a clear vision of what it ought to be like. 
Rationalisation, new processes, better technology 

and even entirely different working models such as shared 
service centres or outsourcing can all be important and 
compelling components of that vision. 

The challenge lies in getting from A to B. Managing 
change is critical to turning the vision into a reality in sync 
with the business case for the transformation programme. 

But finance people may sometimes be too rational, 
and assume that the bright, shining logic of  the ambition 
and the promised ROI will be enough to bring about the 
change. Finance leaders who assume the bald facts are 
all that is needed to get their teams to fully engage with a 
transformation project and deliver it are in for a culture shock. 

As is clear from ACCA’s recent report, Transformation 
challenges in finance, finance leaders must fully invest in 
change management, get the right sponsors to support 
their project, deal effectively with stakeholders, obtain the 
necessary resources and keep the transformation on the 
corporate radar. 

The need for change
One of  the problems for organisations trying to transform 
the finance function is that, often, people simply don’t see 
the need for it. It is easier to make an enthusiastic case 
for change when an industry is going through a period of  
rapid transformation – perhaps because of  the internet, for 
example – or if  competitors are stealing a march. And if  the 
CEO and the rest of  the board set out to change the strategy 
of  the business, then that too can be a powerful force that 
brings about change across the whole organisation.

However, if  the business environment is relatively benign 
and the strategy is one of  steady as she goes, then it is 
much more difficult to convince people of  the need to 
change their familiar ways of  working. But as Chris Gunning, 
vice president for global shared services at Unisys, says: 
‘Finance leaders need to be proactive rather than reactive, 
sitting and waiting for an organisational indicator. I think we 
should be steering the vision and the strategy of  finance.’ 

Patrick Hicks, service owner for global finance services 
at GlaxoSmithKline, puts it a bit more colourfully, saying 
that ‘when there is no burning platform, it’s critical to create 
discontent with the status quo as a scare factor’.

All well and good – but CFOs wanting to embark on 
ambitious change programmes at a time when the rest 
of  the enterprise is ‘business as usual’ will have to first 
engage with and then secure a mandate from their CEO. 
That does not mean delegating upwards; it does mean that, 
as Gunning says: ‘If  the cynics in the business don’t want 
to get on board with the finance transformation, you do » 
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There is little ambiguity about 
the secret of effective finance 
function transformation. 
Whether leaders outsource 
or run their own captive 
shared services centres, 
whether they move quickly 
or evolve the model over 
time, the requirements 
are the same.

Clear vision 
Without a clear vision 
for the finance function, 
it is difficult to win over 
stakeholders. It is critical to 
spend time conveying the vision 
of  the future state, then getting 
stakeholders to believe in the vision 
and its potential for success.

Senior management commitment 
If  the CEO is not actively supporting the change or 
is not seen as being supportive of  it, then there 
is no chance that finance function transformation 
will provide the anticipated benefits. While the 
CEO’s support is key, whether this support will 
involve merely blessing the initiative or giving it 
active support will depend on the scope of  the 
transformation sought.

Communication 
If  stakeholders do not understand what is changing and 
why, and what they must do, then the change programme 
will fail. According to the finance leaders consulted for 
ACCA’s Transformation challenges in finance report, failure 
is not caused by poor process and technology, but lack 
of  communication about the change.

Preparation 
Not only should the finance organisation and its 
stakeholders be prepared to commit themselves to the 
change, but the transformation team must have a tight 
plan to manage that change.

Resources 
Finance transformers moving to shared services or 
outsourcing often underestimate the effort required 
for change management. The key is to have sufficient 
resources at each transformation phase – from developing 
strategy to achieving ‘business as usual’ acceptance.

Patience 
Finance transformation involves 

high bursts of  energy to effect 
a revolution as well as slower, 
more evolutionary change. 
The process takes much 
longer than most leaders 
would like, but there are a 
few shortcuts. Change for 
finance is now a way of  
life, not a project.

Organisational 
redesign 

Often, finance leaders 
moving to shared services 

and outsourcing models forget 
that the totality of  the finance 

function must be redesigned. 
Retained roles change significantly in 

the face of  new models; it is imperative 
to ensure that staff  are redeployed, 
understand their new roles and are 
retrained effectively.

Maintaining middle 
management 
Retaining the middle layer of  finance 
management that is critical to the 

business’s core processes is key to change 
management. Yet all too often, middle 

managers’ numbers are aggressively reduced 
to justify the business case for shared services and 

outsourcing, or they are lost in the shuffle.

Alignment between capabilityand ambition 
Often finance leaders overstretch themselves to realise 
a vision that is way beyond their ability, or that of  their 
organisation, to achieve, or involves too much change to 
absorb. Being realistic about the organisation’s change 
potential is important.

Work within the culture 
Those who implement complex, multi-scope, multi-
geography finance transformation programmes, 
particularly in business line-led organisations, will 
naturally experience greater change challenges. By 
contrast, a single finance process implementation in 
an organisation run from the corporate centre may find 
that change is relatively easy. The trick is to gauge what 
your organisation’s culture will allow.

CHECKLIST FOR CHANGE
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need the CEO to beat them 
with a stick and get them 
back on track.’ Hicks agrees 
that the CEO’s support is 
critical to underscoring that 
participation is not optional.

Fast or slow?
Evolution or revolution? Simon 
Newton, FD for partnership 
services at UK retailer John 
Lewis, puts it nicely: ‘Go as fast 
as you can and maybe a little 
bit faster than you ought.’ 

You can’t deliver revolution 
if  money is tight and change 
has to be brought about 
through small steps and quick 
wins, but everyone seems to 
agree that a transformation 
programme that is too 
slow, under-resourced or 
lacking a certain aggression 
will not communicate the 
right message. But whether 
the change is fast or slow, 
Deloitte partner Peter Moller 
advises: ‘Respect the culture.’

The nature of  the transformation strategy is probably the 
most important business decision. The question of  whether 
to go for a captive or to outsource completely is one that 
has no easy answer. In any event, the ‘right’ answer to the 
‘make or buy’ decision will be different from one company 
to another, and many opt for a hybrid solution. 

So how do you tell what’s right? Factors to bear in mind 
include the vision for the finance function (is it to be a 
‘centre of  excellence’, for instance, or a ‘partner to the 
business’?), the scale of  the business (does finance have the 
critical mass to make outsourcing economically sensible?) 
and organisational maturity.

Culture is important: Hicks says: ‘We are used to solving 
our own problems.’ But John Ashworth, global head of  
finance transformation at Pearson, thinks the model choice 
presents an opportunity to ‘kick the culture’. His company 
went down the outsourcing route, creating ‘shock and awe’ 
as part of  the change programme. Does your business have 
this level of  risk appetite?

Seeing differently 
Either answer to the risk-appetite question involves 
significant cultural change for finance functions that have 
control and compliance at their heart. Moving toward an 
outsourcing model or even shared services means finance 
managers are controlling the environment and not the 
processes. They use dashboards to gain an overview, not 

‘The single biggest success factor is 
having a CFO or a business leader 
who can talk about the need for 
change. Why do we need to change? 
What will it feel like when we change? 
What’s going to be different? Painting 
that compelling picture of  the future, 
then ensuring that the broader 
leadership team really walk the talk.’

Julie Spillane FCCA, managing 
director, Accenture Global Services

FOR MORE INFORMATION:

The ACCA report, Transformation challenges in finance, 
is at www.accaglobal.com/smart

WHY DO WE NEED TO CHANGE?

‘I think you need to go more for the revolution and really get on with it, because 
I think otherwise there’s too much debate, too much confusion, and I think the 
quicker that you move to the new model and people get through that change journey, 
the better. Once people see that change, you do build upon the momentum.’

Patrick Hicks, service owner for global finance services, GlaxoSmithKline

BRING ON THE REVOLUTION

spreadsheets to drill down into individual transactions. The 
‘real’ accountants are in Eastern Europe or India or Manila. 
CFOs, says the report, need to ‘shut the door on the past 
but communicate, invest in new career models and highlight 
the business imperative’.

The right external expert can help bring a fresh pair of  
eyes to the problem, but they will need to build relationships 
within the company from scratch. Internal leaders may 
already have that connectivity with the business, but may 
not be in the best position to champion the need for change. 
A true partnership between internal leaders and external 
experts is the solution that Hicks says is needed.

There are many keys to success, and all are needed 
to unlock the value in a transformation programme. 
Commitment, knowing the culture, preparation and 
resources, aligning capability and ambition – without all 
of  these, change programmes will fail to deliver. Perhaps 
the most important of  all, though, is a clear vision that is 
communicated so that everyone knows what is expected 
of  them and believes that they can – and should – do it. ■

Jamie Lyon FCCA is ACCA’s head of corporate sector
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TAKING CONTROL
Having a conscious role in how we think can steer us away from destructive responses, 
transform our ability to make decisions and enhance relationships, says Noel Brady

W
ho’s in control: you or your subconscious? 
No apologies for introducing this somewhat 
profound opening question. It’s a deeply 
important question that executives – and 

everyone else, for that matter – should ask themselves. 
In any 24-hour day, we are really only conscious of  a small 

percentage of  things that we make happen, or that happen 
to us. While we are distracted by our thoughts, worries and 
daydreams, our mysterious subconscious is controlling most 
of  what we do and how we react to events – a kind of  silent 
autopilot, if  you like. Our subconscious mind contains our 
individual subjective map of  reality, and as external events 

enter our subconscious through our senses we process our 
response largely on auto-pilot, without ever engaging our 

high-level conscious mind – the one that uses logic and 
critical thinking to make rational decisions (we hope).

The conditioned subconscious
This subconscious map of  reality is directly influenced 

by our life story, from childhood influences such as 
culture, parental and school style and critical life experiences 
to social status, political loyalties, key role models and choice 
of  life partners. Our subconscious is largely conditioned to 
think and react to events based on our life experiences and 
influences. We continuously develop habits of  thinking, feeling 
and behaving throughout our lives.

Emotional intelligence as a concept has been 
around since Daniel Goleman coined the phrase for 
his 1995 book, Emotional Intelligence. One of  his key 

insights is that our outcomes in life, both positive and 
negative, are largely determined by our subconscious. 
Goleman identified that emotional responses are held at 

a subconscious level and that they are intricately linked 
with subconscious habits of  thinking and behaving.

Personally, I think the phrase can be misleading: 
how can emotions be intelligent? I prefer the concept of  
subconscious potential. Our brain has the potential to 
be highly effective or ineffective in any given situation or 
role depending, to some extent, on our inherited genes 

but, to a larger extent, on our life experiences. As an 
executive coach I used to focus on helping individuals and 

teams perform to their leadership potential by working on 
behaviours, but now I focus on helping clients maximise their 

leadership potential by changing their habits of  thinking 
and the ways in which they use their minds.
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Rewire your brain!
We know from recent advances in neuroscience that the 
brain has an amazing capability to rewire itself, both 
positively and negatively, depending on what happens to us 
in life. For example, when a person loses their eyesight, the 
part of  the brain responsible for processing images gets 
reused for processing sound and results in highly sensitive 
hearing. We also know that temporarily induced mental 
states become more permanent mental traits as the mind 
influences the brain’s structure.

Changing long-held limiting habits of  thinking around 
life, work, leadership and relationships can be hard, but 
is achievable. It’s not dissimilar to curing an addiction to 
harmful behaviour or drugs. In both cases, the support of  
others is often invaluable because change is so hard. 

We now know enough about how the brain works to 
consciously influence this natural process. The six points 
below are condensed from my long experience of  working 
with executives who successfully achieved lasting change.
1 Make a real decision to change. Take 100% personal 

ownership of  the outcome. This is probably the most 
important step and the one that causes the most 
problems. If  you want to become an inspirational leader, 
for example, it’s important to really know why you want to 

be so. What are the positive benefits for you, your team 
and your business? Are they really worth the time, energy 
and personal commitment to continuously push yourself  
outside your comfort zone? Contemplate what might be 
subconsciously motivating you.

2 Create a personal vision in the area you want to change. A 
strong vision helps to overcome challenges and moment-
to-moment difficulties. It helps us to deliberately focus 
on how we want to be, rather than how we are now. In the 
area of  a key stakeholder relationship, for example, your 
vision may be to maximise the strength and quality of  the 
relationship over the long term. If  so, then being right all 
the time and getting the decision you want right now may 
harm that relationship. Instead of  ‘winning’, you might 
consciously choose to align with your vision and defer to 
the stakeholder in order to strengthen the relationship.

3 Practice awareness. Begin to ask yourself: ‘What do 
I think about the process of  my thinking right now?’ 
Engage your conscious mind in the process of  thinking. 
Or, ask yourself: ‘What is happening right now?’ 
Unawareness makes you a prisoner of  your conditioning, 
but past experiences are not necessarily a good guide for 
present-moment challenges. The practice of  mindfulness 

is often introduced to help executives deal with the 
stresses and relentless pressures of  work. For some, 
mindfulness is about finding peaceful time to clear one’s 
mind of  thoughts and meditate. For me, the practice is 
less structured. I endeavour to create an ongoing habit of  
being mindful. This is very powerful because it provides 
the opportunity to consciously change my old, unhelpful 
habits of  thinking that get in the way of  maximising my 
potential as a leader, coach, partner and father. It’s very 
simple: mindful leaders make better decisions.

4 Become less self-centric in your thinking. High-
performing teams are essential to business success, but 
when working as an executive team coach I invariably find 
that dysfunctional team behaviour and poor performance 
are caused by self-centric thinking. Leaders should 
develop a habit of  challenging self-centric thinking 
in both themselves and others; be mindful that it is 
associated with poor outcomes, unhealthy conflict and 
negative emotions.

5 Reflect on your outcomes. This is a crucially important 
element of  change. Spending some quality time reflecting 
on important events is part of  the process of  rewiring 
our brain to create fresh connections and thinking habits. 
Humans have evolved to learn from experience, and this is 

accelerated and deepened by reflection. 
Ask yourself: ‘What happened during an 
important event? What worked or didn’t 
work well? What insights or learnings 
did you get? What would you do 
differently next time?’ Make this a habit 
and your learning and development will 
accelerate rapidly.

6 Persevere. Changing unhelpful habits of  thinking takes 
time and repetition. We know from neuroscience that 
thoughts happen when brain cells, or neurons, transmit 
electrical signals between each other via connections 
called synapses. The more often the neurons fire, causing 
a transfer of  information to another neuron, the stronger 
the pathway becomes – hence, the creation of  new habits 
of  thinking. The obverse is also true; as thoughts become 
less frequent, the neural pathway shrinks.

Use these six points to steer your brain’s development to 
gain more conscious control of  your mind and improve your 
leadership – and your life. ■

Noel Brady is an executive director with Inside Out, a global 
executive coaching firm. He works internationally with 
senior executive leaders and leadership teams focusing on 
developing lasting performance improvements through the 
creation of new and empowering habits of thinking. 
noelbrady@insideout.biz

▌▌▌CHANGING LONG-HELD LIMITING HABITS OF 
THINKING AROUND LIFE, WORK, LEADERSHIP AND 
RELATIONSHIPS CAN BE HARD, BUT IS ACHIEVABLE
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TALENT DOCTOR: GENDER
Are women and men equally effective in the workplace? 
As a research psychologist, I get frustrated with much of 
what is written about the subject as it tends to be based 
on opinion rather than evidence. So what do studies tell 
us about the battle of the sexes at work?

The answer depends on how you define ‘effective’. 
Management professor Fred Luthans defines an effective 
leader as one who is able to create a team of  productive 
and satisfied employees. He defines a successful leader 
as one who is able to be promoted quickly.

A 2008 study by management professors Margaret 
Hopkins and Diana Bilimoria asked hundreds of  
employees to rate the effectiveness of  their leaders. 
The results found that male and female leaders were no 
different in their levels of  interpersonal competence and 
emotional intelligence; they were equally effective.

However, the male leaders tended to be more 
successful; they were promoted more frequently and saw 
their salaries increase more. Even when female leaders 
had equivalent levels of  skill, they tended to be rewarded 
with fewer promotions and salary increases.

A 2013 experiment by behavioural scientists Michelle 
Haynes and Madeline Heilman invited women and men 
to work together in small project teams. Afterwards, the 
researchers asked the women and men individually to 
say who they think did the most work. Typically, men 
were more likely to claim credit for having made the 
most contribution. In contrast, women were more likely 
to share the credit by saying that ‘we’ or ‘my team mate’ 
had done the work.

Given that most studies suggest that women are no 
less effective, this suggests that they often don’t take 
credit even when they should. No one likes a braggart, 
but women in general may want to seek recognition for 
the achievements to which they genuinely contributed.

Understanding the perception gap
Dozens of  studies have shown that most people – not 
just leaders but all employees – typically have fairly 
inaccurate views of  their own competence. Some people 
massively overestimate themselves; others underestimate 
themselves by a similar margin.

A 2014 paper in the Journal of Applied Psychology 
reviewing the results of  95 studies collected all over 
the world found that men tended to rate themselves as 
significantly more effective than women rated themselves. 
However, when these men and women were actually rated 
by colleagues, the reverse was true: colleagues tended to 
find female leaders to be more effective.

Overall, research suggests that women are as effective 
as men in leadership roles – if  not slightly better. 
However, women tend to underestimate themselves and 
shy away from taking credit.

If  you’re a manager, you would be wise to take these 
differences into account. Just because a woman in your 
team doesn’t seem as confident or pushy about her 
achievements doesn’t mean she isn’t as good. Failing 
to recognise talented individuals – regardless of  their 
gender – may be robbing you and your organisation of  
some of  your best future leaders.

Dr Rob Yeung is a psychologist at leadership consulting 
firm Talentspace and author of more than 20 career 
and management books, including How To Win: The 
Argument, the Pitch, the Job, the Race. He also appears 
as a business commentator on BBC, CNBC and CNN news

Career boost
What do studies tell us about the battle of the sexes at work, asks talent doctor Rob Yeung. 
Plus, how to impress a new client, and how many typos you can get away with on your CV
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You’ve ironed your best outfit, brushed your hair and 
polished your shoes; you’ve got the time, address and 
names imprinted inside your eyelids; you 
may have even practised your 
handshake. You’re ready to meet 
your new client. 

Or are you? If  your client 
is a different nationality, 
are there any traditions 
or cultural nuances you 
should be aware of? If  
you’re meeting in a 
restaurant or bar, 
should you drink? 
If  so, how much? 

A lot of  
research goes into 
making a good first 
impression on a new 
client, but alongside 
being courteous and 
flexible, there are a few 
steps you can take to 
come over well and 
start the relationship 
off  on the right foot. 

First, plan and 
prepare. You’ll have your own 
agenda and targets, but you 
need to take into account 
your client’s expectations 
and needs, so put 
yourself  in their shoes – 
do your research. 

SUMMER BREAK 
A US study by Robert Half  
has found that 39% of  
workers won’t use their 
allotted summer vacation 
days, with 38% saving some 
in case they need them later 
and 30% for fear of  falling 
behind with work. 

Paul McDonald, Robert 
Half’s senior executive 
director, says: ‘All work and 
no play doesn’t just lead 
to burnout, it also erodes 
creativity, since stepping 
outside of  routine frequently 
sparks innovation. Fresh 
perspective is useful in just 
about any profession.’ 

And it is, after all, a long 
stretch till next summer.

FOR MORE INFORMATION:

www.accacareers.com

TYPO TOLERANCE
It seems that even 
employers are becoming 
desensitised by the quick, 
casual and often mistake-
ridden communication of  
social media. According to 
research by Accountemps, 
only 17% of  employers 
say a single mistake would 
land a CV in the reject pile 
compared with a figure of  
40% in 2009. 

But this does not mean 
jobseekers can relax – 63% 
said two mistakes was 
enough to consign a CV to 
the waste bin. 

The study cited real 
examples of  howlers in 
CVs: ‘My last employer fried 

me for no reason.’ ‘I am 
graduating this Maybe.’ And 
‘I am looking for my big 
brake.’ Oops! 

IT’S FLEXI-TIME
Changes to legislation in 
the UK that come into force 
on 30 June could prompt 
a surge in flexi-working 
requests from employees.

According to a YouGov 
survey commissioned by 
HR specialist Croner, 26% 
of  British workers are likely 
to request flexible working 
arrangements once the new 
law comes into force. 

Richard Smith, head of  
employment law at Croner, 
says: ‘Changes to the 

law are not bad news for 
employers – they will receive 
some flexibility too. 

‘The new law replaces 
the statutory procedure for 
consideration of  flexible 
working requests with a 
duty on employers to deal 
with employee requests in a 
“reasonable” manner. 

‘It does not give 
employees the right to 
working flexibly but provides 
a right to request it.’ ■

This page is compiled and 
edited by Neil Johnson

Second, set an agenda. This doesn’t need to be 
followed too rigidly, but if  emailed to the client the day 

before it can make a positive initial impression. 
On the day there’s every chance the meeting 

will go in a completely different 
direction, but that’s ok. 

Third, be professional. Show 
common courtesy, politeness and 
consideration. Follow your client’s 
lead with alcohol, don’t talk over them 

or appear distracted, and turn your 
phone to silent. 

Fourth, take notes. This can help 
make your client feel that what 
they are saying is valued and also 
help you appear busy if  it’s a 
boring meeting. 

Finally, provide a meeting 
summary. This is where your note taking 
will prove useful. It ultimately affirms the 

agenda and the meeting, sets out the 
future path and looks professional.

THE PERFECT: NEW CLIENT MEETING 
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are possible consultancy 
projects in Israel and Russia. 
I have already chosen my 
office in Dubai – The Four 
Points Sheraton (I wish!).

If  your board isn’t 
thinking about this 
dimension yet, then at the 
next board meeting, wake 
them up! There is a myriad 
of  options to explore, as I 
will now explain.

Identifying options
At the most basic level, the 
key choices available for 
international strategy are: 

*  which countries to sell to

*  which market segments 
to sell to

*	 which products to sell  
(along with any local 
adaptations)

With mature Western 
economies groaning under 
the weight of sluggish 
GNP per capita growth and 
with their government debt 
akin not just to the film 
The Hangover but also to 
follow-ups The Hangover 
Part II and The Hangover 
Part III, it would be 
foolish not to consider the 
opportunities presented by 

the ‘other world’, which is 
growing fast. 

Take my own business 
as an example. Five years 
ago it was all based in the 
UK. In 2014, by contrast, 
most of  my orders for 
executive development 
come from Egypt, Europe, 
Dubai and the US, and there 

*  how to sell them. 
Obviously, subsequent 
choices might arise from 
these, such as whether to 
make product over there, 
and about distribution.

Options for international 
development are a bit like 
the shape of  the branches 
of  a tree. So we also have 
different options branching 
out in terms of  simple 

exporting and setting up 
local operations. 

The export choice can be 
between having your own 
sales force, selling through 
agents, selling through 
distributors or engaging 
in a joint venture (JV). 
Equally, setting up your 
own operations triggers 
other options to decide on, 
such as whether to have an 
organic startup, take part 
in a JV or acquire a local 

business. A JV can then have 
many possible structures –
organisationally and legally. 

In addition, there is the 
decision to be taken on 
location. In some countries 
this may not be about 
determining where to locate 
a single base as, in effect, 
there are a multiplicity of  
regions; in the case of  China 
or the US, for instance, the 
whole country is too big to 
be served realistically from a 
single base.

As highlighted in last 
month’s article, there is also 
the question of  timing. For 
instance, you might enter 
multiple countries/locations 
in parallel or through a 
dynamic cascade. 

There are also phasing 
options. You might begin 
for instance, with an export 
strategy selling from the 
UK, then setting up your 
own sales force, before 
entering a JV or expanding 
via acquisition. Even if  you 
don’t know exactly how 
and when it is all going to 
pan out – which would be a 
well-articulated ‘deliberate 
strategy’ – then it is sensible 
to have at least worked 
out scenarios for some 
broad shapes and possible 
sequencing of  international 
development.

Evaluating strategies
Strategy evaluation involves 
an assessment of:

* the market’s inherent 
attractiveness

* the potential competitive 
position

* country attractiveness. 
The first two of  these were 
covered in articles in my 
earlier series; country 
attractiveness is peculiar 

International strategies
In the second article in his series on international business, 
Tony Grundy looks at how to develop strategies

▲	IN	HIS	DREAMS…
Downtown Dubai is our author’s preferred locale for his 
burgeoning Middle Eastern executive development hub
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to international strategy 
evaluation and has two 
aspects.

The first of  these is 
that different countries 
will have different general 
economic growth rates 
and market growth rates, 
display different levels of  
competition, and present 
different difficulties of  
trading and doing business. 
Social, political and 
economic stability may be 
different too. 

The second aspect of  
country attractiveness is 
there may be different levels 
of  difficulty in competing. 
A particular country may 
be hostile to your operating 
there because you are 
from another country (the 
‘liability of  foreignness’); 
conversely, coming from a 
certain country may give 
you an advantage, such 
as British origination in 
Anglophile countries.

Case study
When UK retail giant Tesco 
decided to move into the 
US it thought its superior 
grocery retailing skills would 
be sufficient to outweigh 
both the problem of  having 
an unknown, new or British 
brand, and the difficulty of  
not having perfect familiarity 
with that market. I wondered 
at the time whether Tesco 
had looked at the track 
record of  UK companies 
entering the US, and of  UK 
retailers entering the US 
(neither good), and at the 
critical success factors in 
the US.

With hindsight, the failure 
of  Tesco’s entirely new 
Fresh and Easy brand in 
California makes it look like 

such high-level questions 
were never addressed. Tesco 
did carry out extensive 
market research and 
piloted prototype sites in 
the US, but sometimes the 
competitive and cultural 
odds can be just too stacked 
against you. 

Contrast that with the 
huge success of  Dyson 
Appliances in the US. 
There was no need for a 
manufacturing plant and it 
was possible to stick with 

an existing and established 
brand. The US is a natural 
home for Dyson, especially 
given the quirky appeal 
of  British inventor James 
Dyson. That may be less 
true of  India – although 
the country has a large 
and growing middle class, 
home-cleaning routines are 
different from in Europe and 
cultural differences generally 
inhibit sales.

Coming back to structure 
and international strategies, 
a start can be made by 
drawing up a matrix of  
countries (the ‘where’), 
against the ‘how’.

The ‘how’ might be 
split – as mentioned above 
– into simple export versus 
local operations, and 
these of  course may need 
subdividing. 

A simple next step is to 
score the cells of  the matrix 
out of  5 – with 5 being very 
attractive indeed, 4 very 
attractive, 3 average, 2 
below average and 1 weak.

Next, take a sample of  
the higher scoring strategies 
and maybe some 3s you 
think you could improve on, 
and then run them through 
the strategic option grid 
explained in my first series 

▌▌▌YOU CAN’T ASSUME THAT OTHER PLAYERS WILL 
DO NOTHING. IT IS MUCH LIKE A GAME OF FOOTBALL – 
ATTACK AND YOU CAN BE HIT ON THE COUNTER 

of  articles on strategy, 
distinguishing between the 
five criteria of:

* strategic attractiveness

* financial attractiveness

* implementation difficulty

* uncertainty and risk

* stakeholder acceptability. 
Score each individual 
cell of  the matrix as a 3 
(highly attractive), a 2 
(medium attractive) or 
a 1 (less attractive), and 
then add the total up out 
of  15. Remember that the 

strategic attractiveness 
score is based on thinking 
about both market and 
country attractiveness 
– an assumed future 
competitive position. 

Implementing 
strategies
Do not assume a steady-
state position in the 
marketplace. For instance, 
one service company that 
entered a central European 
country established itself  
well but a low-cost rival 
opened up with pricing 
way lower than the UK 
company’s worst fears, 
stealing considerable 
market share and sales. In 
international markets – even 
more than domestic ones – 
you can’t assume that other 
players will do nothing. It is 
much like a game of  football 
– attack and you can be hit 
on the counter. Competitors 
doing little or nothing may 
be just ‘playing dead’.

Attack a rival in its 

home country and it might 
even counterattack you in 
yours. For instance, when 
Dyson started to export to 
Europe in earnest around 
1997–98, Miele retaliated by 
penetrating one of  Dyson’s 
most valued accounts, John 
Lewis, which in around 1999 
told me: ‘Miele is our best-
selling product.’

In sophisticated and 
global markets (especially 
in fast-moving consumer 
goods) multinationals 
will often coordinate 
their offensive marketing 
strategies across borders – 
even staging simultaneous 
attacks on a rival. 

To finish, there are 
two further angles worth 
flagging up: the options for 
importing, and strategies 
for repelling entrants from 
other countries.

As some parts of  the 
world can manufacture 
things much more 
cheaply than in Western 
economies, importation can 
be a vehicle for strategy 
development based on 
this – called ‘comparative 
advantage’. This approach 
is often facilitated by the 
internet, which has truly 
shrunk the globe.

Also, as outlined above, 
a domestic-only player 
can suddenly find itself  up 
against new competitors 
that may be cheaper 
and better. Consider, for 
example, how many trades 
have been revolutionised in 
the UK by workers coming 
into the country from 
Eastern Europe. ■

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

FOR MORE INFORMATION:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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5 Create time so that you 
can be in a ‘thinking 
space’ (eg work at home, 
go to the library, etc).

6 Map the subject area 
out in a mind map and 
then mind dump on 
Post-it stickers covering 
all the points, diagrams 
and pictures you want 
to use. Use one sticker 
for each point. Then 
place your stickers where 
they fit best. Using 
stickers makes it easy to 
reorganise your subject 
matter and will lead to a 
better presentation. 

Rules 7 to 15:  
Presentation content
7 At least 10% to 20% of  

your slides should be 
high-quality photographs, 
some of  which will not 
even require a caption.

8 A picture can replace 
many words; for more 
on this, read Presentation 
Zen by Garr Reynolds 
and Slide:ology by 
Nancy Duarte. 

9 Understand what is 
considered good use of  
colour, photographs and 
the rule of  thirds.

10 For main points, do not 
use a font size of  less 
than 30 points. As Duarte 
says: ‘Look at the slide 
in the slide sorter view at 
66% size. If  you can read 
it on your computer, there 
is a good chance your 
audience can read it on 
the screen.’

11 Limit animation; the 
audience needs to be 
able to read all the points 
on a slide quickly. 

12 Use Guy Kawasaki’s 
10/20/30 rule. A 
sales-pitch PowerPoint 
presentation should have 

Accountants are often 
guilty of underselling their 
carefully thought-through 
suggestions. Far too 
often the accountant will 
short-change themselves 
by ‘under-cooking’ their 
preparation and practice 
time before giving a ‘career-
limiting’ presentation. 

Here are my rules for 
delivering bulletproof  
presentations. These were 
first published in my book, 
The Leading-Edge Manager’s 
Guide to Success.

The rules
Rule 1: Attend a 
presentation skills course
1 This is a prerequisite to 

delivering bulletproof  
presentations. The speed 
of  delivery, voice levels, 
use of  silence and getting 
the audience’s attention 
are all techniques 
that you need to be 
comfortable with. 

Rules 2 and 3: Prepare notes 
to go with the presentation
2 Always prepare notes for 

the audience so that you 
do not have to give detail 
in the slides.

3 Understand that the 
PowerPoint slide is not 
meant to be a document; 
if  you have more than 35 
words per slide, you are 
creating a report, not a 
presentation. Each point 
should be relatively cryptic 
and be understood only by 
those who have attended 
your presentation.

Rules 4 to 6:  
Presentation planning
4 Only say yes to carrying 

out a presentation if  you 
have the time, resources, 
and enthusiasm to do the 
job properly.

Power of the slide
The ability to deliver a bulletproof PowerPoint presentation is a vital skill that can help 
you on your journey to becoming a great accountant, says David Parmenter

FOR MORE INFORMATION:

www.davidparmenter.com

www.davidparmenter.com/courses

10 slides, last no more 
than 20 minutes and 
contain no font smaller 
than 30-point size.

13 Be aware of  being too 
clever with your slides. 
Creating white space is 
all very well, providing the 
labels on your diagram 
do not have to be small.

14 Never show numbers to 
a decimal place or to the 

pound if  the number is 
greater than 10,000. For 
example, it is better to 
say, ‘nearly £10m’. 

15 Never use clipart; it 
sends shivers down the 
spine of  the audience. ■

David Parmenter is a 
writer and presenter on 
measuring, monitoring and 
managing performance

1 Attend a ‘train the trainers’ course.
2 Use these techniques the next time you have to 

give a short presentation, setting aside at least 
six hours over a week.

3 Send me an email and I will send you a copy of  
my chapter on selling change.

4 Read the books featured in this article.
5 Observe how the best presenters in your 

organisation deliver and replicate their techniques.

NEXT STEPS
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In May 2014, the 
International Accounting 
Standards Board (IASB) 
issued two amendments 
to standards, entitled 
Clarification of Acceptable 
Methods of Depreciation and 
Amortisation (Amendments 
to IAS 16 and IAS 38) and 
Accounting for Acquisitions 
of Interests in Joint 
Operations (Amendments 
to IFRS 11). At first 
sight, these amendments 
may not seem to be of 
significance; however, to 
some entities they will have 
a profound effect. 

A variety of  depreciation 
methods are used to allocate 
the depreciable amount of  
an asset over its useful life. 
These methods include the 
straight-line method, the 
diminishing balance method 
and the units of  production 
method. The method used 
is selected on the basis 

of  the expected pattern 
of  consumption of  the 
expected future economic 
benefits and is applied 
consistently, unless there 
is a change in the expected 
pattern of  consumption.

The IASB decided to 
amend IAS 16, Property, 
Plant and Equipment, to 
address issues that had 
arisen over the use of  a 
revenue-based method for 
depreciating an asset. This 
is a method that is based 
on revenues generated in 
an accounting period as 
a proportion of  the total 
revenues expected to be 
generated over the asset’s 
useful economic life. 

Clarification
The total revenue takes into 
account any anticipated 
changes due to price 
inflation but the IASB 
felt that inflation has no 
bearing on the way in which 
an asset is consumed. 
The amendment came 
as a result of  a request 
to clarify the meaning 
of  ‘consumption of  the 
expected future economic 
benefits embodied in the 
asset’ when deciding on 
the amortisation method 
to be used for intangible 
assets of  service concession 
arrangements. IAS 16 
requires the depreciation 
method to reflect the 

pattern in which the asset’s 
future economic benefits are 
expected to be consumed by 
the entity. 

Revenue may be a 
measurement of  the output 
generated by the asset, but 
does not represent the way 
in which an item of  PPE is 
used. Such methods reflect 
a pattern of  generation of  
economic benefits that arise 
from the operation of  the 
business of  which an asset 
is part, rather than the 
pattern of  consumption of  
an asset’s expected future 
economic benefits.

The IASB concluded that 
a method of  depreciation 
that is based on revenue » 

All change
Don’t be fooled; changes to IAS 16, IAS 38 and IFRS 11 will have  
a profound effect on some entities, explains Graham Holt

▌▌▌REVENUE MAY BE A MEASUREMENT OF THE 
OUTPUT GENERATED BY THE ASSET, BUT DOES NOT 
REPRESENT THE WAY IN WHICH AN ITEM OF PPE IS USED
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generated from an activity 
that includes the use of  an 
asset is not appropriate, but 
that the diminishing balance 
method is an accepted 
depreciation method. 
This has the capability 
of  reflecting accelerated 
consumption of  the future 
economic benefits in the 
asset. This latter conclusion 
regarding the diminishing 
balance method was a 
clarification due to concerns 
raised by Committee 
members who questioned 
whether the proposed 
amendment, given the 
influence of  a pricing factor, 
would limit the ability to 
apply a diminishing balance 
depreciation method 
to manufacturing 
equipment. 

The original 
exposure draft 
proposed that there 
might be circumstances 
in which a revenue-
based method gave the 
same result as a ‘units-of-
production’ method. This 
statement was thought to 
contradict the proposed 
amendments and so 
was dropped.

The principle in 
IAS 38, Intangible 
Assets, is that 
an amortisation 
method should 
reflect the pattern 
of  consumption of  
the expected future 
economic benefits 
and not the pattern 
of  generation of  expected 
future economic benefits. 
IAS 38 is therefore amended 
to introduce a rebuttable 
presumption that a 
revenue-based amortisation 
method for intangible 
assets is inappropriate 
for the same reasons as 
in IAS 16. However, there 
are limited circumstances 
when this presumption 
can be overturned. They 
are where the intangible 
asset is expressed as a 

measured at fair value 
and goodwill recognised. 
Additionally, transaction 
costs were not capitalised 
and deferred taxes were 
recognised on initial 
recognition of  assets 
and liabilities. The 
guidance in IFRS 3 was 
not followed where it 
was not appropriate; for 
example, in this situation 
there would not be non-
controlling interests.

B Cost approach: the 
total cost of  acquiring 
the interest in the joint 
operation was allocated 
to the individual 
identifiable assets on 
the basis of  their relative 
fair values. The premium 
paid, if  any, was allocated 
to the identifiable assets 
and not recognised as 
goodwill. Transaction 
costs were capitalised 
and deferred taxes were 
not recognised as per 

retrospective application of  
the amendments would have 
been too onerous for some 
entities.

Outstanding issues
In 2011, the IASB issued 
IFRS 11, Joint Arrangements, 
which introduced several 
changes. Principally, there 
are now only two types 
of  joint arrangements, 
which are joint ventures 

measurement of  revenue 
and where it can be 
demonstrated that revenue 
and the consumption of  the 
intangible asset is directly 
linked to the revenue 
generated from the asset. 

Both standards now 
contain an explanation that 
expected future reductions 
in selling prices might be 
indicative of  an increased 
rate of  consumption of  the 
future economic benefits of  
that asset. The amendments 
are effective for annual 
periods beginning on or 
after 1 January 
2016 with earlier 
application 
permitted. Full 

occurred. 
The 
approaches 
used in practice 
in accounting for 
a joint operation, 
which constituted 
a business, were as 
follows:
A IFRS 3, Business 

Combinations, approach: 
identifiable assets and 
liabilities were normally 

the exception in IAS 12, 
Income Taxes.

C Hybrid approach: 
preparers in this group 
applied IFRS 3 and other 
IFRSs selectively with 
the result that mainly 
identifiable assets 
and liabilities were 
measured at fair 
value and goodwill 
was recognised. 

Transaction costs 
were capitalised with 
contingent liabilities and 
deferred taxes generally 
not recognised.

and joint operations. 
Further, proportionate 
consolidation is no longer 
permitted for arrangements 
classified as joint ventures, 
as equity accounting has 
to be applied. Although 
the standard deals with 
most issues arising out 
of  the accounting for 
joint operations, there 
are certain matters that 
it does not address. A key 
issue is accounting for the 
acquisition of  an interest 
in a joint operation, which 
represents a business. 
As both IFRS 11 and its 
predecessor, IAS 31, Joint 
Ventures, did not deal with 

the issue, significant 
diversity in practice has 
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This diversity has led to 
different treatments of  
any premium paid on 
acquisition, recognition 
or non-recognition of  any 
deferred taxes arising on 
acquisition and acquisition 
costs being capitalised 
or expensed.

As a result of  the 
above diversity, the IFRS 
Interpretations Committee 
was asked to clarify whether 
the acquirer of  such 
interests in joint operations 
should apply the principles 
in IFRS 3 or whether the 
acquirer should account 
for it as a group of  assets. 
The committee referred 
the matter to the IASB, 
suggesting that the most 

appropriate approach was to 
apply the relevant principles 
for business combinations in 
IFRS 3 and other IFRSs.

Defining a business
One of  the key judgments 
is whether the activities of  
the joint operation, or the 
set of  activities and assets 
contributed to the joint 
operation on its formation, 
represent a business as 
defined by IFRS 3. IFRS 3 
defines a business as ‘an 
integrated set of  activities 
and assets that is capable 
of  being conducted and 
managed for the purpose 
of  providing a return in the 
form of  dividends, lower 
costs or other economic 
benefits directly to investors 
or other owners, members 
or participants’. 

Further guidance explains 
that a business is a series 
of  inputs and processes 
applied to those inputs that 
have the ability to create 
outputs. However, outputs 

operation and also to the 
acquisition of  an interest 
when a joint operation is 
formed. IFRS 1, First-time 
Adoption of International 
Financial Reporting Standards, 
has also been amended 
to extend the business 
combination exemptions. The 
amendments are effective for 
annual periods beginning on 
or after 1 January 2016 and 
apply prospectively.

For some companies, the 
amendment will represent 
a significant change to 
current practice and will 
present a number of  
challenges as a result of  
having to apply business 
combinations accounting, 
while others relate to the 

nature of  the proposed 
amendment itself. For 
example, joint arrangements 
are common in the 
mining and metals sector; 
therefore any changes in 
the accounting can have 
wide-ranging implications. 
Some key implications 
for those companies are 
the increased time, cost 
and effort needed to 
determine fair values for the 
identifiable assets acquired 
and liabilities assumed. 
This in turn will lead to 
changes in the profiles of  
the financial statements and 
the need for more detailed 
record keeping. ■

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

FOR MORE INFORMATION:

www.ifrs.org

are not required for the 
activities to qualify as a 
business. An output should 
have the ability to provide 
a return in the form of  
dividends, lower costs or 
other economic benefits to 
owners.

The assessment of  
whether a set of  activities 
and assets represent a 
business is still extremely 
judgmental.

As a result of  the 
IASB’s deliberations, an 
amendment to IFRS 11 
has been made. Accounting 
for Acquisitions of Interests 
in Joint Operations 
(Amendments to IFRS 11) 
requires that the acquirer 
of  an interest in a joint 

operation which constitutes 
a business, as defined 
in IFRS 3, is required to 
apply all of  the principles 
in IFRS 3 and other IFRSs 
with the exception of  those 
principles that conflict with 
the guidance in IFRS 11. 
As a result, a joint operator 
that has acquired such an 
interest has to:

* measure most identifiable 
assets and liabilities at 
fair value

* expense acquisition-
related costs (other 
than debt or equity 
issuance costs)

* recognise deferred taxes

* recognise any goodwill or 
bargain purchase gain

* perform impairment tests 
for the cash-generating 
units to which goodwill 
has been allocated

* disclose information 
required relevant for 
business combinations.

The amendments apply 
to the acquisition of  an 
interest in an existing joint 

▌▌▌FOR SOME, THE AMENDMENT WILL REPRESENT 
A SIGNIFICANT CHANGE TO CURRENT PRACTICE AND 
WILL PRESENT A NUMBER OF CHALLENGES
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ACRA has also released 
guidance clarifying 
processing timelines 
for financial reporting 
in Singapore and 
applications made under 
the country’s Companies 
Act – for instance, to secure 
exemptions from reporting 
requirements for foreign 
companies’ head offices. 
See http://tinyurl.com/
acra-compan

MALAYSIA

SHARIA-COMPLIANT
The Securities Commission 
Malaysia (SC) has released 
an updated list of  sharia-
compliant securities 
approved by its Shariah 
Advisory Council (SAC). 
It took effect on 30 May 
and includes 665 sharia-
compliant securities – 73% 
of  905 listed securities on 
the Bursa Malaysia stock 
exchange. The revised 
list includes 28 newly 
classified sharia-compliant 
securities and excludes 
nine from an earlier list 
issued in November 2013, 
with decisions based on 
companies’ latest annual 
audited financial statements 
– see www.sc.com.my

GST
The Royal Malaysian Customs 
Department has released 
a GST taxpayer electronic 
services access point 
handbook, explaining how 
taxpayers can file goods and 
services tax returns online. 
Advice includes handling 
group, branch and joint 
venture registration; payment 
methods; and required 
documentation. See http://
tinyurl.com/gst-access

SINGAPORE

IFRS
The Singapore Accounting 
Standards Council (ASC) 
has said that Singapore-
incorporated companies 
listed on the Singapore 
Exchange (SGX) will fully 
apply International Financial 
Reporting Standards (IFRS) 
from 1 January 2018. The 
SGX will work with the ASC 
to help Singapore-listed 
companies follow the new 
rules. The ASC, SGX and 
the Monetary Authority of  
Singapore are considering 
whether to insist other 
SGX-listed bodies – such as 
real estate investment trusts 
and business trusts – follow 
IFRS. The ASC is already 
considering implementing 
or adopting standards 
released by the International 
Accounting Standards Board 
(IASB). See www.asc.gov.sg

GUIDANCE
Singapore’s Accounting 
and Corporate Regulatory 
Authority (ACRA) has 
released guidance for 
upcoming financial reports, 
clarifying the powers 
and responsibilities of  
its financial reporting 
surveillance programme, 
which involves reviewing 
financial statements for 
compliance with accounting 
standards and Companies 
Act requirements. Another 
set of  guidelines remind 
directors about the risks of  
misstatements and non-
disclosures, while clarifying 
what information must be 
given to shareholders and 
other partners. See http://
tinyurl.com/acra-rev and 
http://tinyurl.com/acra-dir

CHINA

STAMP DUTY
In mainland China, share 
sellers offering equity 
transfers pay attract 0.1% 
stamp duty if  shares 
are transferred through 
China’s National Equities 
Exchange and Quotations 
Co, a state-owned company 
facilitating stock movements 
between unlisted companies 
in China, the Ministry of  
Finance has announced. The 
move is designed to help 
regulate the unlisted market, 
bedding in a trial system 
launched in 2012. This has 
been imposed on listed 
companies since September 
2008 to encourage 
investment, as previously 
stock sellers and buyers 
both had to pay 0.1% for 
stock transfers. According 
to the ministry, China 
earned 45.5 billion yuan 
(US$7.3bn) in stamp duty in 
2013, and it expects to earn 
49 billion yuan in 2014. 

HONG KONG

TAX AGREEMENT
A tax information exchange 
agreement agreed between 
Hong Kong and the US in 
March has been placed 
before Hong Kong’s 
Legislative Council. It is 
the first such agreement 
negotiated through powers 
given to the Hong Kong 
government in July 2013. 
The deal will enable the 
Hong Kong Inland Revenue 
Department to pass tax 
information to another 
jurisdiction upon request. 
It will enable Hong Kong 
financial institutions to 
comply with the US Foreign 

Account Tax Compliance 
Act (FATCA). For more 
information visit http://
tinyurl.com/sar-tax

REVERSE TAKEOVER
The Hong Kong stock 
exchange has released 
guidance on its reverse 
takeover rules, including 
advice on related 
administrative requirements 
and vetting of  issuers’ 
proposed transactions. 
These warn that the 
exchange will probe the 
potential impact of  such a 
deal on future management 
of  an acquired business, as 
well as asset disposal and 
purchase. They clarify what 
documents need to be filed 
for reverse takeovers, which 
will vary according to the 
size of  a deal. See http://
tinyurl.com/hkex-guide

CROWDFUNDING
The SFC has released 
a notice to remind 
crowdfunders about how 
their activities could 
be controlled by Hong 
Kong securities laws and 
regulations. It stressed the 
potential risks, while noting 
an increase in the size of  
the sub-sector in Hong 
Kong and internationally. 
Guidance also looked 
at potential securities 
regulatory implications as 
well as potential liability 
under compliance, offers 
of  investment, licensing 
and business conduct, for 
instance. See http://tinyurl.
com/sfc-crowd

EU TALKS
Talks have been held between 
Hong Kong, Macau and the 
European Union (EU) on 

Technical update
A monthly round-up of the latest developments in financial reporting, audit,  
taxation, guidelines and agreements from across Asia Pacific and beyond
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SINGAPORE TO ASSIST US
Singapore and the US have negotiated an agreement 
that will force Singaporean financial institutions to 
declare money held in the city state by US citizens 
and residents. The deal will help Singapore comply 
with the US Foreign Account Tax Compliance Act 
(FATCA), which states that all financial institutions 
outside the US must regularly submit such 
information to the US Internal Revenue Service (IRS).

Under the deal, Singaporean financial institutions 
will report to the Inland Revenue Authority of  
Singapore (IRAS), which will pass data to the US IRS. 
The agreement is scheduled for signature later this 
year, and Singaporean financial institutions will have 
until 31 December to register as a ‘foreign financial 
institution’ under the ‘Model 1 IGA’ agreement within 
FACTA and obtain a global intermediary identification 
number. This will exempt them from FATCA-related 
withholding taxes on payments made from the US. 
More at http://tinyurl.com/fatca-reg

boosting international tax 
transparency and cracking 
down on tax evasion. EU audit 
and taxation commissioner 
Algirdas Šemeta met Hong 
Kong’s secretary for financial 
services and the treasury 
Professor K C Chan, financial 
secretary John Tsang and 
Macau secretary for the 
economy and finance  
Francis Tam.

ASEAN

REPORTING
The ASEAN Audit Regulators 
Group (AARG) has agreed 
to collaborate on plans 
to improve financial 
reporting and audit quality 
in the region. Singapore’s 
Accounting and Corporate 
Regulatory Authority (ACRA), 
Malaysia’s Audit Oversight 
Board (AOB) and Thailand’s 
Securities and Exchange 
Commission (SEC) made 
the announcement at the 
group’s fourth annual 
meeting in Bangkok. 

Members said they 
would work with local audit 
committees to understand 
their challenges in ensuring 
high-quality financial 
reporting by companies 
and their auditors. AARG 
members also discussed 
the International Forum 
of  Independent Audit 
Regulators’ (IFIAR) 
latest global survey of  
audit inspections, which 
signalled common audit 
deficiencies globally. ■

Keith Nuthall, Kitty So and 
Wanf Fanqing, journalists

INTERNATIONAL

AUDITING DISCLOSURES
The International Auditing 
and Assurance Standards 
Board (IAASB) has issued 
Addressing Disclosures in the 
Audit of Financial Statements. 
It is open for comment until 
11 September and its broad 
aim is to clarify expectations 

of  auditors when auditing 
financial statement 
disclosures.  

For more information visit 
http://tinyurl.com/iaasb-ed

DEPRECIATION AND 
AMORTISATION
The International Accounting 
Standards Board has issued 
amendments to IAS 16, 
Property, Plant and Equipment 
and IAS 38, Intangible 
Assets. The amendments are 
effective for annual periods 
beginning on or after 1 
January 2016, with early 
application permitted. It has 
stated that the principle for 
the basis of  depreciation and 
amortisation is the expected 
pattern of  consumption of  
the future economic benefits 
of  an asset and has clarified 
that the use of  ‘revenue-
based methods to calculate 
the depreciation of  an asset 
is not appropriate because 
revenue generated by an 
activity that includes the 
use of  an asset generally 
reflects factors other than 
the consumption of  the 
economic benefits embodied 
in the asset.’

MACRO HEDGING
The International Accounting 
Standards Board has issued 
a discussion paper on macro 
hedging: Accounting for 
Dynamic Risk Management: 
a Portfolio Revaluation 
Approach to Macro Hedging. 
It is available for comment 
until 17 October 2014. The 
paper sets out a portfolio 
revaluation approach that is 
‘intended to be applicable 
to the dynamic management 
of  risks arising from both 
financial and non-financial 
items’, an issue users 
currently face when  
applying IAS 39, Financial 
Instruments: Recognition and 
Measurement and IFRS 9, 
Financial Instruments. ■

Glenn Collins, head of 
technical advisory, ACCA UK
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in February (Joint Statement 
by Early Adopters Group) to 
have AIE effective by July 
2017. They include nations 
in the vanguard of  calling 
for greater AIE, but also 
countries formerly regarded 
as secretive, such as 
Liechtenstein, Luxembourg 
and some UK crown 
dependencies.

A third block signed 
up in May (Declaration 
on Automatic Exchange of 
Information in Tax Matters) 
including two nations in 
particular that were new to 
this kind of  commitment: 
Switzerland and Singapore. 
Austria, hitherto a blocker 
of  AIE within the EU, was 
in this group, although 
these participants have no 
timeline for implementation.

An OECD fiscal affairs 

committee meeting in 
June was to receive a 
detailed commentary from 
a working party on precise 
interpretations of  how AIE 
will be implemented.

Despite this political 
consensus, independent 
analysts at the Tax 
Justice Network (TJN) 
have mixed views on the 
OECD proposals. They 
welcome their inclusion 
for the first time in such 
information exchanges of  
‘ownerless’ assets often 
held in structures such as 
foundations or discretionary 
trusts, through which 
top earners can mask 

A single global standard 
for automatic information 
exchange (AIE) between 
tax authorities worldwide 
is in the final stages 
of preparation by 
the Organisation for 
Economic Cooperation 
and Development (OECD). 
G20 finance ministers will 
consider it in September 
before sanctioning its 
implementation.

Described as ‘a real 
game-changer’ by OECD 
secretary general Angel 
Gurria, the new AIE system 
proposed in a February 
2014 report, Standard 
for Automatic Exchange of 
Financial Account Information: 
Common Reporting Standard, 
has two main features: 
a Competent Authority 
Agreement (CAA), a model 

agreement for jurisdictions 
implementing the system 
among each other; and 
a Common Reporting 
Standard (CRS) for 
information exchange.

Under these systems, 
financial and compliance 
officers worldwide will 
play key roles in ensuring 
proper audits of  information 
divulged and received, 
and monitoring its use. 
Political commitment is 
substantial. The G20 nations 
themselves asked the OECD 
in April 2013 to work up the 
technical details.

A second block of  ‘early 
adopter’ nations pledged 

tax evasion and remain 
unaccountable.

The new standard also 
requires some trusts to 
report on the settlor – that is, 
the creator, the beneficiary 
or any other natural person 
exercising ultimate effective 
control over the trust.

Developing countries
However, TJN’s detailed 
response, OECD’s Automatic 
Information Exchange 
Standard: A watershed 
moment for fighting offshore 
tax evasion?, listed claimed 
technical and political 
shortcomings. ‘One of  our 
biggest concerns is that 
there is no commitment to 
helping developing countries 
build capacity to comply 
with these new standards 
and to adapt them into 

legislation so that they can 
actually benefit from AIE,’ 
says TJN researcher Andres 
Knobel. ‘Also, we do not 
know if  any of  the loopholes 
that we have mentioned will 
be fixed or not.’

Warning that financial 
sector lobbyists would try to 
water down the language of  
the commentary, TJN called 
for ‘robust language’ to close 
potential loopholes, including 
definitions of  who is really 
behind or benefits from 
structures such as trusts 
and secret companies. It 
also protested the apparent 
exclusion from reporting 
requirements for some trusts 

managed by individuals, 
as well as discretionary 
foundations or anstalts.

TJN is also concerned 
that the OECD proposes 
thresholds below which 
automatic reporting or 
customer due diligence 
(CDD) checks would not be 
required. On CDD checks, 
TJN claims that the OECD 
report fails ‘to adequately 
address the crucial issue 
of  checks on taxpayer 
identification numbers and 
birth dates’.

TJN warns that some 
tax evasion would move to 
jurisdictions that refused to 
cooperate: ‘Proposals for 
sanctions will be needed 
to pressure recalcitrant 
jurisdictions, but with 
appropriate allowances 
made for developing 
countries,’ it comments.

Accounting and Business 
put some of  these points to 
Pascal Saint-Amans, director 
of  the OECD Centre for Tax 
Policy and Administration. 
‘Unlike in the past, where 
to reach agreement you 
might have had to find a 
compromise that would 
weaken the standard, there 
is no such compromise in 
designing the new standard,’ 
he stresses. ‘The standard 
has been developed by like-
minded countries that want 
to close down all loopholes.’

In effect, the 
AIE represents a 
‘multilateralisation of  the 
US Foreign Account Tax 
Compliance Act [FATCA]’, 
Saint-Amans says. ‘FATCA is 
anything but complacent. It 
is not designed, for example, 
to allow French institutions 
to eschew the US.’ The 
OECD system is ‘even more 

▌▌▌‘A BIG CONCERN IS THAT THERE IS NO 
COMMITMENT TO HELPING DEVELOPING COUNTRIES 
BUILD CAPACITY TO COMPLY’

Game changer
The global tax information exchange network has become tighter as the OECD puts the 
final touches to the single standard, due to be considered by the G20 in September
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stringent’ than FATCA, he 
argues. ‘If  there is something 
missing that proves difficult 
in practice, we will fix it. There 
is a common understanding 
that standards may be 
updated to respond to 
challenges that may emerge.’

While the debate 
continues, it is clear 
that when it comes to 
business reporting of  tax, 
both companies and tax 
professionals need clarity, 
according to Chas Roy-
Chowdhury, ACCA’s head 
of  taxation. ‘If  businesses 
need to report, there should 
be just one international 
benchmark,’ he says. In his 
view, the system should be 
left to the OECD.

He argues too that it 
should be made clear 
that information passed 
to tax authorities should 

remain with them rather 
than being made public. 
‘Making them public would 
be very disappointing 
for businesses. France, 
for example, already has 
statutes stating that this 
type of  information will be 
made public. That probably 
would not help in creating 
greater transparency.’

Roy-Chowdhury also 
raises a point about the 
responsibility of  recipients 
of  information to act on 
what they learn: ‘We see 
this with money laundering 
regulations too. A lot of  
information is exchanged 
but I would question how 
much is actually used.’

Challenges ahead
Saint-Amans concedes 
that implementation will 
bring challenges. ‘As 

with the international 
Financial Action Task 
Force [FATF] standards, 
implementation will rely 
not only on governments 
but on private operators 
such as banks, trustees 
and others. We will have to 
be efficient and effective in 
monitoring implementation 
to check that all private 
intermediaries comply.’

On the question of  
new financial black holes 
emerging, engaging nations 
yet to commit to the OECD 
standard will be ‘critical’, 
Saint-Amans says. ‘It is 
good to have all these 
initiatives, but at some point 
they need to converge in the 
[OECD] Global Forum on 
Transparency and Exchange 
of  Information for Tax 
Purposes,’ he says.

This forum, whose 122 

member nations meet on an 
equal footing, is the premier 
international body for 
ensuring the implementation 
of  internationally agreed 
standards in this area and 
will meet in Berlin, Germany, 
in October.

Setting aside emerging 
and developing countries 
that are not tax havens, and 
focusing purely on those 
that are financial centres, 
Saint-Amans says that the 
OECD expects that all of  
these will commit to the 
same ‘high standards with  
a very ambitious time 
schedule and to AIE’.

He adds: ‘We need a 
uniform global commitment 
from these in October so 
we can report to the G20 on 
who has committed to the 
standard and who has not.’

Beyond technical » 
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details and which countries 
have committed, a third 
consideration is changing 
national legislation to 
incorporate the new AIE 
system.

‘This will need a 
multilateral convention or 
bilateral treaties,’ Saint-
Amans explains. ‘We need 
all the CAAs to be signed 
so that in 2017 the system 
can be implemented and 
we can start monitoring 
implementation.’

While the OECD can 
only act within its remit, he 
responded to criticism that 
the new standards could be 
toothless without sanctions. 
‘I can put in place stringent 
monitoring, peer reviews, 
publicity and peer pressure,’ 
he says. ‘That is efficient. 
In the Global Forum on 
Transparency, it is working. 
Look at the progress we 
have made in five years. You 
need to have someone big 
eye-balling you when you 
do not do the job, and that 
is the role of  the G20. The 
very fact that we can report 
to the G20 means a country 
will do all it can to move.’

This is because 
damage to reputation 
is the first sanction, he 
adds. Institutions such 
as the World Bank, 
EBRD (European Bank 
for Reconstruction and 
Development), EIB 
(European Investment Bank) 
and national development 
banks have investment 
policies that include 
checking if  applicants 
for support comply with 
conventions.

‘The EBRD and the 
World Bank will withdraw 
from countries that remain 
non-compliant with OECD 
conventions one year 
after being given notice 
to comply. This is a pretty 
efficient way of  dealing with 
some countries.’ ■

Robert Stokes, journalist

The British crown dependency of 
Guernsey will adopt the OECD’s 
proposed new AIE system, but does not 
foresee the need for major legislative 
change to consolidate it into local 
law. ‘We already apply many of these 
principles,’ said Fiona Le Poidevin, 
chief executive of Guernsey Finance.

Since 2001, for example, Guernsey’s 
corporate service providers have had to 
keep records of  beneficial ownership and 
customer due diligence.

The Channel Islands bailiwick has 
exchanged information for several 
years under bilateral tax information 
exchange agreements (TIEAs) and 
followed the 2003 EU Savings Directive 
(EUSD), despite not being part of  

the EU, automatically exchanging tax 
information under the EU law’s terms 
since 2011.

‘We are also ready for the US Foreign 
Account Tax Compliance Act (FATCA) and 
a similar UK regime,’ Le Poidevin says.

Client information held in Guernsey is 
currently shared with the local regulator 
and tax authorities and can be made 
available to international tax authorities 
only under the specific terms of  TIEAs 
and the EUSD. 

This means that international tax 
authorities may ask for information from 
Guernsey and vice versa, but only in very 
limited and justified circumstances where 
some element of  fraud, evasion or other 
wrongdoing is reasonably suspected.

GUERNSEY
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sense of  excess, Cauty and 
Drummond had committed a 
dreadful waste of  resources. 
The Observer article in which 
Jim Reid described what 
he witnessed finished with 
a list of  what £1m could 
have bought, including 
‘RWANDA – 2,702 kits which 
will feed a total of  810,810 
people’ and ‘HOMELESS 
– B&B accommodation for 
68 families for one year 
in London or 106 families 
outside London’.

When Drummond and 
Cauty appeared as guests 
on a television chat show, 
Ireland’s The Late Late Show, 
hosted by Gay Byrne, they 
got a hostile reception as 
they discussed their ‘art’. 
There were sharp questions 
from Byrne, and the studio 
audience were furious at 
the senseless destruction. 
Couldn’t the men have  
given the money to a good 
cause instead? 

Drummond protested: 
‘If  we’d gone and spent the 
money on swimming pools 
or Rolls-Royces, I don’t think 
people would be upset. It’s 
because we’ve burned it that 
people are upset. And I know 
that this is a kind of  corny 
thing to say and it doesn’t 
really stand up, but seeing 
as you’re talking about the 
charity angle... us burning 
that money doesn’t mean 
there’s any less loaves of  
bread in the world, any less 
apples, any less anything. 

On 22 August 1994, two 
retired musicians, Bill 
Drummond and Jimmy 
Cauty, flew to Jura in the 
Inner Hebrides off the 
west coast of Scotland. 
They brought with them a 
cameraman, a journalist 
(Jim Reid of The Observer) 
and 20,000 £50 notes, 
bundled and tightly wrapped 
in plastic bags. A million 
pounds. (It’s worth about 
£1.5m or US$2.5m in 
today’s money.) Drummond 
and Cauty had, it is said, 
emptied their bank accounts 
to put the money together.

In the early hours of  
the next morning, the four 
men travelled to a remote 
boathouse and, with the rain 
hammering down outside, 
Cauty and Drummond 
made a small pile of  
these bundles of  notes 
while the others acted as 
witnesses. Drummond and 
Cauty stripped out a £50 
note each, lit them with a 
cigarette lighter and set the 
rest of  the money ablaze. 
When the dense blocks of  
cash would not catch, they 
pulled out the notes three 
or four at a time, crumpled 
them and threw them on the 
fire. The whole job took a 
couple of  hours.

What a waste! 
You think so? Plenty of  others 
thought so, too. Drummond 
and Cauty, formerly of  the 
hugely successful band The 
KLF, caused outrage. They 
saw their action as an artistic 
statement. The art world 
didn’t seem to agree. What 
most people did agree on 
was that whether motivated 
by art, a desire for attention, 
or some rock-and-roll 

The only thing that’s less is 
a pile of  paper.’

At that point, Byrne 
challenged Drummond and 
said that there could have 
been more apples or bread 
in the world if  they had 
used the money wisely. The 
audience applauded Byrne 
and jeered Drummond as he 
tried to continue.

You’re going to tell 
me Byrne was wrong 
and Drummond was 
correct. Am I right? 
You are indeed. The simplest 
way to see that is to ask 
how much it would have 
cost the Bank of  England 
to print £1m to replace 
what Drummond and Cauty 
incinerated. Based on what 
I can glean from the Bank 
of  England (who are slightly 
coy, but say it’s ‘a few 
pence’ per banknote) and 
from information published 
by the US Federal Reserve, 
the cost of  printing 20,000 

£50 notes would have been 
no more than £2,000. When 
Drummond said that his 
own argument ‘doesn’t really 
stand up’, he was mistaken; 
it stands up perfectly. 
And when he said that he 
hadn’t destroyed bread or 
apples, only paper, he was 
absolutely right. All he and 
Cauty had destroyed was 
£2,000 worth of  paper. 

In fact, far from 
committing a senseless 
waste of  resources that 
could have gone to the needy, 
Drummond and Cauty had 
made a little gift to every one 
of  their fellow countrymen. 
Instead of  being outraged, 
people should have been 
thanking them.

Thanking them?  
For what?
Think about what happens 
every time the Bank of  
England prints extra 
banknotes. If  there’s not 
enough demand for goods  

Money, money, money
Economist and broadcaster Tim Harford explains why burning a million pounds  
in notes isn’t necessarily the senseless waste it might at first seem

Tim Harford is a senior columnist 
for the Financial Times. His 

writing has also appeared in 
Men’s Health, Esquire, Forbes, New 

York Magazine, Wired, The Washington 
Post, The New York Times, The Guardian 

and The Sunday Times. His previous books 
include The Logic of Life, The Undercover 
Economist and Adapt, Why Success Always 
Starts With Failure. Harford is a visiting 
fellow at Nuffield College, Oxford. He also 
presents the popular BBC Radio 4 show 
More or Less and Pop Up Ideas.
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▌▌▌THEY PULLED OUT THE NOTES THREE OR FOUR AT 
A TIME, CRUMPLED THEM AND THREW THEM ON THE 
FIRE. THE WHOLE JOB TOOK A COUPLE OF HOURS
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could push a button at 
any time and reverse the 
damage, at a printing cost 
of  a couple of  thousand 
pounds.) But if, as is more 
likely, Drummond and Cauty 
were burning money in an 
economy where supply and 
demand balanced out, the 
resulting effect is simple to 
describe: average prices in 
the economy would drop. 

They wouldn’t drop 
much, it must be 
admitted. Drummond 
and Cauty burned £1m at 
a time when there were 
£18,000m of  notes and 
coins in the hands of  
private individuals and 

and services to match 
the potential supply (and 
if  sticky prices prevent 
adjustment), then the 
extra money should mean 
more demand for existing 
resources at the same price. 
But if  people are already 
demanding everything 
that’s being supplied in the 
economy, then prices will 
have to rise instead. 

Flip the scenario round. 
If  Drummond and Cauty 
were burning money in an 
economy already suffering 
from deficient demand, 
then they were making a 
bad situation worse. (Even 
then, the Bank of  England 

companies. That number 
fluctuated by hundreds of  
millions of  pounds from 
month to month. So the 
effect of  Drummond and 
Cauty’s ‘art’ was probably 
undetectable. Still, it was 
there in principle: something 
that cost £180 would, on 
average, have its price 
lowered by one penny 
as a result of  the money 
burning. By shrinking the 
money supply by £1m, 
Drummond and Cauty had 

effectively given £1m away, 
in the form of  slightly lower 
prices, to everybody in the 
world who owned some 
British pounds. 

What a shame 
Drummond didn’t  
call you for some 
media training
I doubt that would have 
helped; it’s a counter-
intuitive case to make. The 
fundamental problem is 
that when we think about 
money, we instinctively think 
about individual purchasing 
power – about all the things 
that we could buy if  we had 
that money. But from the 
point of  view of  society as 
a whole, things don’t work 
like that. Drummond and 
Cauty destroyed £1m worth 
of  their purchasing power. 
But they didn’t destroy 
£1m worth of  society’s 
resources. Logically 
speaking, if  you destroy 
your own purchasing power, 
but not society’s purchasing 
power as a whole, then 
you must have given your 
purchasing power away 
– which is exactly what 
Drummond and Cauty did. 

If  you’re going to be 
in charge of  an economy, 
you need to get out of  
this instinctive habit of  
thinking about ‘money’ as 
being equivalent to ‘things 
you could buy with the 
money’. For an individual, 
it is; for a society, it’s not. 
As PJ O’Rourke once said, 
micro-economics is about 
the money you don’t have, 
while macro-economics is 
about the money that the 
government is out of. And 
that’s a different kind of  
money altogether. ■

Copyright © Tim Harford 
2013

FOR MORE INFORMATION:

This article is an extract from The Undercover Economist 
Strikes Back (Little, Brown)
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was reflected in the depth 
of  their expressed views. 
The discussion was spirited 
and views were diverse, and 
participants enriched the 
Asian context of  the debate, 
contributed abundant food 
for thought and considerably 
added to the research. 

Corporate governance 
and people
The project is led by 
ACCA head of  corporate 
governance and risk 
management Paul Moxey. 
He joined the discussion 
remotely from London, 
setting the tone with a brief  
introduction to the ACCA 
study. He explained why the 
debate’s premise focused so 
much on the human element. 
‘If  anything goes wrong, it 
seems to involve people,’ he 
said, adding: ‘Regulations 
and procedures don’t really 
seem to help as much as 
[people] would like them to.’ 

Moxey’s comments were 
quickly echoed by one of  

Following a series of 
roundtable discussions 
held in London, New York 
and Brussels, and debates 
in Bangalore and Dubai, 
ACCA’s investigation into 
corporate culture and what 
influences individuals’ 
conduct in organisations 
concluded with a meeting 
in Hong Kong. The 
investigation has financial 
support from the UK 
academic research funding 
body Economic and Social 
Research Council.

The roundtable-style 
debate addressed such 
key areas as the influence 
of  boards on corporate 
culture; whether and how 
performance targets drive 
optimum behaviours; and 
whether incentives trump 
regulation. As a testament 
to the city’s reputation as an 
international finance centre, 
many of  the delegates were 
able to draw on their ample 
international and mainland 
China experience, which 

the delegates: ‘Corporate 
governance is really about 
people. So you can have the 
best corporate governance 
code, the best regulations, 
and the best systems 
and procedures. But it is 
ultimately about people. It’s 
about how people behave 
and about culture.’

In Asia, people want 
to comply but they don’t 
always understand why. 
Another delegate observed 
that in Asia, regulators 
typically conduct extensive 
training whenever rules 
are introduced, to explain 
their purpose and clearly 
point out how they improve 
corporate governance. 

It was felt that a healthy 
corporate culture will take 
time to establish, especially 
in emerging economies, 
given that the benefits 
may not be apparent. This 
also helps to explain why 
regulations in Asia tend to 
be more rule-based rather 
than principal-based. 

One delegate with 
significant international 
experience observed that 
regulations tend to ‘go 
through cycles’. Participants 
in a more mature market 
may fight for a principle-
based system if  they 
perceive rules as restrictive 
and inflexible; but when 
the clear rules are taken 
away, it starts a craving for 
clarity in how principles are 
applied in specific scenarios. 
Regulators then clarify 
a principle which means 
a swing back to rules. 
‘And as one of  my more 
cynical colleagues said… “a 
principle is just a rule that 
hasn’t been written yet!”,’ 
said the delegate. 

Delegates agreed that 
principles are probably 
appropriate when ‘the 
incentives are for people to 
behave’, but once there are 
great temptations to ‘play 
fast and loose’, then it may 
not be possible to rely on 
principles and self-policing.

The importance of  
the human element was 
reiterated when the topic of  
‘corporate memory’ came 
up. One delegate noted that 
a strong corporate culture 
includes ‘the continuity 
within the company, the 
continuity of  leadership 
and the continuity of  
management… [These] are 
as important as corporate 
memory, where members 
of  the company know what 
happened to the company 
years ago.’ Another delegate 
echoed: ‘The next financial 
crisis begins when the last 
person who remembered the 
previous one retires.’

Regarding management’s 
tenure and the resultant 

What shapes corporate culture?
Continuing the various debates organised by ACCA on what influences individuals within 
corporate organisations, delegates met in Hong Kong to discuss their take on the subject

▲ A LIVELY DEBATE
Delegates at the Hong Kong meeting share their views on 
topics related to corporate governance and culture
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strength of  the corporate 
culture, one delegate 
asked whether the typical 
family-owned structure of  
Asian businesses – with ‘a 
member of  the family with 
controlling equity who really 
does take quite a long-term 
view’ – may promote good 
corporate governance, 
contrary to the general 
perception that family-
owned businesses broadly 
lack governance. Another 
delegate weighed in with her 
China experience: ‘MNCs 
are [not always] better… I 
have seen local incorporated 
listed companies with good 
corporate culture because of  
the “tone at the top”.’ 

While having ‘skin in the 
game’ was considered a 
strong incentive for good 
governance, delegates 
were asked to consider the 
‘left-pocket/right-pocket’ 
phenomenon, where 
owner-managers may have 
deep-seated perceptions 
that they have full ownership 
over the businesses and 
therefore may inadvertently 
engage in related persons’ 
transactions that profit 
themselves or their contacts, 
at the expense of  minority 
shareholders. 

In recognition of  this 
challenge, markets in Asia 
– for example, Hong Kong 
– have instituted some of  
the strictest connected 
transaction rules to address 
the prevalence of  such 
transactions in family-
controlled companies, 
the delegates observed, 
although they accepted that 
no rules can be ‘water-tight’.

Performance targets 
and optimum behaviour
In terms of  the relationship 
between performance targets 
such as key performance 
indicators (KPIs) and staff  
behaviour, many delegates 
cautioned that ‘excessive 
measurement’ could pose 
more harm than good.

One delegate felt that ‘the 
US style of  management 
mantra – “if  you can’t 
measure it you can’t manage 
it”’ – could be a mistake. He 
added that meeting KPIs 
could sometimes be to the 
detriment of  the business. 

It was felt the obsession 
with tracking targets and 
numbers had paradoxically 
distracted some managers 
from proactively managing 
their businesses. ‘My boss, 
who is one of  the best 
entrepreneurs in the world, 
may not have a clue about 
what WACC [weighted 
average cost of  capital] is, 
but he can tell you what a 
good deal is,’ said one.

Others highlighted how 
the change in profile of  
individuals put in charge 
could affect an organisation’s 
functional (or dysfunctional) 
behaviour. ‘The move towards 
[recruiting] MBAs – bringing 
people with academic 
understanding of  business 
but without a real training 
from the bottom – has 
directly led to some of  the 
problems we have now: KPIs, 
excessive measurement, 
stock options,’ said one. 

One participant observed 
that some Chinese MNCs 
suffered from dysfunctional 
KPIs that short-term ex-
patriates need to meet. 
Because it is challenging 
to demonstrate sustained 
growth, some ex-patriates 
ended up shifting their 
focus from the top line to 
the bottom line, and some 
engaged in questionable 
quick fixes such as 
aggressive ‘tax planning’.

While some agreed that 
performance targets should 

be made longer term, one 
delegate suggested that 
a team-based appraisal 
system would encourage 
peer supervision and review, 
hopefully encouraging 
functional behaviours.

Culture and behaviours
Participants had mixed views 
about the influence from 
the top. Moxey noted that 
there have been situations 
where a company openly 
wants people to think they 
have certain values, but that 
those are not necessarily 
the values reflected at or 
throughout the organisation.

One delegate wondered 
whether ‘high-minded’ 

corporate philosophies 
could always be maintained 
across borders: ‘As soon as 
they operate in [markets 
where the enforcement of  
the regulations is relatively 
loose], they start behaving 
rather badly.’

Yet there was a feeling 
among delegates that a 
company does not have to 
operate in markets where 
the board or management 
find it hard to implement the 
corporate culture and values. 
‘If  you look at our footprint 
and where we operate, we 
operate in countries where 
we’re comfortable. We’re not 
going to subvert the culture 
for a local,’ one said. 

Apart from the moral, 
altruistic grounds, delegates 
were persuaded that it makes 
good commercial sense 
not to trade the company’s 
culture for short-term 
benefits. ‘Those countries 
that can’t protect child 
labour are not the countries 
you can trust to pay. You 

don’t want to operate 
there [even on a purely] 
commercial basis,’ said one 
participant. ‘The rule of  
contract doesn’t exist… it 
isn’t worth the bribe!’

‘You don’t have to do 
business in the market 
[where you do not share 
the values],’ reminded 
another delegate. ‘One of  
the lessons of  the global 
financial crisis was that 
banks seemed to want to do 
business with everyone and 
lost sight of  their culture.’

Other participants had 
differing views. One opined 
that operating a global 
business meant that certain 
markets cannot be left 

out, and that there would 
be subcultures in different 
jurisdictions. However, being 
in the less developed market 
meant that they could strive 
to have a positive influence. 
Another pointed out that 
Hong Kong, for instance, 
used to be a corrupt market. 

Nuggets of  wisdom 
collected during the Hong 
Kong roundtable will be 
compared and contrasted 
with the key views shared 
by experts and industry 
participants from the other 
roundtables in the series. 

As well as presenting the 
key findings, the summary 
report that ACCA expects to 
publish in the summer will 
also set out practical steps 
that boards and business 
leaders can take to reduce 
dysfunctional behaviour. 
The residual questions that 
remain to be addressed will 
be distilled into potential 
future research topics. ■

Gary Tsang, journalist

▌▌▌‘YOU CAN HAVE THE BEST REGULATIONS AND THE 
BEST SYSTEMS AND PROCEDURES. BUT CORPORATE 
GOVERNANCE IS ULTIMATELY ABOUT PEOPLE’
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Free tax advice helps hundreds
ACCA Hong Kong’s week-long counter and hotline enquiry service helps public  
complete their tax returns, while ACCA co-hosts forums on the healthcare industry

FREE TAX ADVISORY 
SERVICES 2014
Members of  ACCA Hong Kong 
have been providing voluntary 
assistance to the public in 
completing their Tax Return 
– Individuals since 1999. 
With the unfailing support 
from the Inland Revenue 
Department, thousands of  
people have benefited from the 
counter and hotline enquiry 
services over the years. 

ACCA Hong Kong’s free 
tax advisory service, now in 
its 15th year, set up counter 
services in one of  the largest 

▼ CAREERS IN FOCUS
ACCA mainland graduates share their early-career experiences

▲ JOB-HUNTING WINNERS
Team from GDUF celebrates winning the competition

► EXPRESSION OF GRATITUDE
ACCA president Martin Turner thanks 
FCCA members in Shanghai

JOB HUNTING 
COMPETITION FINAL
ACCA Job Hunting 
Competition South China 
final was held in Guangzhou 
on 19 May. The three winning 
teams are from Guangdong 
University of  Finance (GDUF), 
Hunan University and Hunan 

University of  Finance and 
Economics. The top two 
teams will represent ACCA 
South China in the grand 
final in Beijing on 11 July for 
the National Championship. 
The competition was judged 
by 12 representatives from 
various event sponsors.

FCCA GATHERINGS IN CHINA
ACCA held a series of  FCCA gathering events in 
China in May to thank members for their continuing 
support of  the assocation. Each of  the gatherings – in 
Guangzhou, Shanghai and Beijing – was attended by 
ACCA president Martin Turner.

In his opening speech, Turner welcomed attendants, 
and expressed his thanks to members for their 
continued support of  ACCA’s development in China. 
He also talked about the latest developments for ACCA 
in the global and China market. 

Turner presented each FCCA with a sculptured 
ACCA pen as a souvenir to congratulate them for 
their long-term membership and thank them for their 
contribution to ACCA. 

The FCCA gathering event in Guangzhou was held 
on 12 May, at which 35 FCCAs from South China 
convened, while the gathering in Shanghai took place 
on 14 May, and was attended by 70 FCCAs. 

Meanwhile, ACCA Beijing’s FCCA reception on 
15 May welcomed 40 FCCAs, 12 of  whom have been 
members of  10 years or more. 

shopping and entertainment 
centres in Hong Kong over 
the weekend of  24 to 25 
May, and operated its 
hotlines from 26 to 30 May. 
Hundreds of  enquirers were 
assisted during the week.

ACCA/CSSA CAREER 
FORUM 2014
On 12 April, ACCA Hong 
Kong jointly held the 
2nd career forum with 
the Joint Committee for 
Mainland Student & Scholar 
Associations in Hong Kong 
Universities for over 100 

mainland Chinese business 
students studying in Hong 
Kong. The forum featured 
presentations from leading 
employers on the recruitment 
trends in the accounting 
and finance profession, the 
career success pathway and 
the employability of  young 
talents from mainland China 
who are seeking positions 

in international firms and 
multinational companies. 

The event ended with 
an engaging sharing 
session from four ACCA 
mainland graduates who 
are working in Hong Kong 
and Macau, who proved 
how the ACCA Qualification 
helped them excel in their 
professional career.
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▲ DISCUSSING 
HEALTHCARE ISSUES
Duke Chen gives a speech 
at the healthcare forum in 
Guangzhou

ACCA HEALTHCARE 
INDUSTRY EVENTS  
IN CHINA
ACCA held two events 
focusing on the healthcare 
industry in May – in 
Guangzhou and Shanghai 
– both of  which were 
attended by ACCA president 
Martin Turner.

In his presentation, 
‘Challenges facing finance 
professionals in the 
healthcare profession’, 
Turner talked about the 
structure of  the National 
Health Service in the UK 
and the challenges that 
finance professionals face. 

Duke Chen, general 
manager of  Kingdee 
Medical Software Co, 
who also spoke at both 
events, said finance and 
IT professionals can play 
a vital role in China’s 
healthcare industry. 
He shared how new 

technology would influence 
and change the future 
healthcare industry, such 
as in improving the flow of  
information in hospitals.

ACCA Guangzhou’s 
luncheon forum on 13 
May, co-hosted by Kingdee 
Medical Software Co, 
was attended by more 

than 50 finance and IT 
professionals from the 
local healthcare industry. 

Before the forum, 
Turner visited the 
Guangdong Institute 
of  CPA and Guangzhou 
Institute of  CPA. 

Meanwhile ACCA 
Shanghai’s CFO roundtable 
on 15 May marked the first 
industrial CFO roundtable 
to be held in the region. It 
was attended by nearly 60 
CFOs, finance directors and 
senior finance leaders. 

In the first panel session, 
Cherrie Lu FCCA, financial 
controller – Ultrasound and 
Home Healthcare, Philips 
Healthcare, Gerry Joseph, 
head of  accounting, Bayer 
China, Cherry Huang, 
finance and administration 
director, Xian Janssen, 
and Irene Ren, financial 
controller, Stryker Suzhou, 
shared their insights and 

best practices related to the 
importance of  finance in 
healthcare transformation. 

In the afternoon, Bao 
Ming, vice-president of  
China Minsheng Banking, 
illustrated how companies 
in the healthcare industry 
could make use of  capital 
markets to enhance 
business growth. 

The second panel 
session focused on how 
finance can better act 
as a business partner in 
such companies. Charles 
Bao, North Asia lead, tax 
and statutory Center of  
Enterprise, Bristol-Myers 
Squibb, Christine Dong, 
finance and accounting 
director, Boehringer 
Ingelheim China, Daisy 
Dai, CFO, Bracco Sine 
Pharmaceutical and Ivan 
Deng, CEO, Shanghai 
Buoyancy Information, 
shared best-practice ideas.
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EUROPE URGED TO TACKLE UNEMPLOYMENT
ACCA has called on the newly elected EU Parliament, which has a five-year term, to 
resolve the outstanding issues in the bloc arising from the global financial crisis. 

Ewan Willars, director of  policy at ACCA, said: ‘We hope that this parliament is 
determined to address the urgent crisis-related issues, especially those concerning 
unemployment and job creation. It is also crucial to further complete the economic 
and monetary union and to continue working towards the promotion of  economic 
growth and competitiveness.’

▼ CAPITAL DEPLETION
Cotton farming can lead to soil 
erosion and water pollution

Disclosure is resource key

Robust reporting is needed 
from businesses on their 
management and use of 
key commodities, including 
commitments to reduce the 
impact on natural capital, 
according to a report 
by ACCA, Fauna & Flora 
International and KPMG.

The report, Business and 
investors: providers and users 
of natural capital disclosure, 
reviews disclosures from 
intensive corporate users of  
five key commodities with 
a high impact on natural 
capital: beef, cotton, palm 
oil, soya and sugar. 

The use of  these 
commodities is a critical 
sustainability challenge and 
the report discusses the 
disclosure approaches taken. 
Standard practices include 
supplier certification, 
supplier audits, membership 
of  industry-wide 
sustainability initiatives, and 
monitoring and traceability.

The report demonstrates 
a clear link between an 
organisation’s strategy for 
managing its use of  these 
commodities and how far 
it impacts on the natural 
world. The unsustainable 
use of  natural capital 
can create or exacerbate 
corporate risk and is 
increasingly important 
to investors.

Outside a small leading 
group, most companies 
do not report their natural 
capital impacts and 
dependencies. This leaves 
investors struggling to 
assess natural capital risks 
and opportunities. 

Rachel Jackson, ACCA’s 
head of  sustainability, 
said: ‘Businesses are 
beginning to measure their 
impacts on natural capital, 
and accountants need to 
understand the pivotal 
role they should have in 
accounting and reporting for 
it accordingly.’

The report is at www.
accaglobal.com/ab89

Meanwhile, a new ACCA 
policy paper called 
Sustainability Matters has 
made clear that the global 
accountancy profession has 
an important role to play 
in making organisations 
more responsible and 
accountable in the pursuit 
of  sustainable development. 

The paper covers ACCA 
thinking on sustainability 
and integrated reporting, 
the assurance of  non-
financial reporting and 
disclosure, climate change, 
natural capital, and the 
green economy. 

See ‘Sustainability 
masters’, page 22, for more.

Clear link found between corporate strategy for managing the 
business’s natural capital usage and its sustainability impact 
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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  91 offices and 
active centres. 
www.accaglobal.com 

24/7
ACCA is the only 
professional accountancy 
body offering round-the-
clock access to advisers. 
For more, see www.
accaglobal.com/ab90
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