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INCENTIVES TO GROW
The idea that ‘big is better’ seems to be part of the 
Malaysian government’s philosophy, at least when it 
comes to professional services firms. Last February, 
the government unveiled a tax incentive to promote 
merger and acquisition (M&A) activities among small- 
and medium-sized services firms.

The Ministry of  International Trade and Industry 
(MITI), which spearheaded the move, says the government 

wants professional services firms to build capacity in order to withstand foreign 
competition and export their services. Professional service activities are currently 
seen as fragmented, dominated by small firms and not globally competitive.

The initiative is part of  larger efforts to liberalise Malaysia’s services sector, which 
contributed 54.6% to gross domestic product in 2012. Successful applications will 
enjoy a flat tax rate of  20% on all taxable income earned by the merged companies 
for five years. M&A documents will also be exempted from stamp duty.

The incentives are open to professional services such as specialised medical 
practices and services like accounting, taxation, architectural and engineering. 
Courier services, private technical and vocational secondary education services, and 
skills training services are also included in the list (see our feature on page 16).

Small firms comprise the bulk of  accounting firms in Malaysia, estimated at 
almost 98%. Their feedback on the incentives has been less than encouraging. 
This is not surprising as owners of  small accounting firms have tended to shy away 
from mergers. Such reluctance may stem from a fear of  losing their independence 
as well as control, given that in most mergers, one party usually plays a more 
prominent role. While this is understandable, perhaps the time has come for small 
practices to seriously consider the merits of  moving into a larger pond.

Meanwhile, on page 12, Kimberly-Clark’s Jason Crimson explains how the shared 
services industry has helped to give him an international business perspective.

Lee Min Keong, Malaysia editor, abeditor@accaglobal.com
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▲ HAPPY ANNIVERSARY
To commemorate its 40th anniversary, Singapore’s state-owned Temasek 
Holdings has put S$40m into a new endowment fund for emergency situations

▲ BUILDING A FUTURE
Japanese architect Shigeru Ban, who uses 
cardboard tubes to create low-cost buildings 
in the world’s disaster zones, has won 
2014’s Pritzker Architecture Prize

▼ ON THE BALL
China’s Tongchuang Toys is 
producing one million mascots 
for the 2014 FIFA World Cup 
mascot – representing 80% of 
the company’s sales volume 

▲ WARRIOR SPIRIT
US First Lady Michelle Obama and her daughter 
Malia view the Terracotta Warriors in Shaanxi 
province during their visit to China
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▲ GREEN MACHINE
Lewis Hamilton won the Malaysian Grand Prix at Kuala Lumpur’s Sepang 
circuit. New Formula 1 rules mean that cars must now be fitted with turbo 
hybrid engines that are more fuel efficient as well as quieter

▼ RISE OF THE ROBOT
Cyberdyne, the maker of robotic exoskeleton 
suits that help in rehabilitation, has listed on 
the Tokyo Stock Exchange’s Mothers market

▲ CONCENTRATED EFFORT
Staff at UK satellite communications 
company Inmarsat contribute to the search 
for Malaysia Airlines flight MH370 
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listing in China, ‘should 
circumstances permit’.

BE PREPARED 
Financial crime is keeping 
senior executives awake at 
night – which Deloitte says 
is ‘completely warranted, 
given that trillions of  dollars 
and their organisation’s 
reputation are at stake’. 
To address the ‘complex 
threats’, the firm hosted 
a three-city roadshow in 
Singapore, Jakarta and 
Hong Kong. Tim Phillipps, 
Deloitte analytics and 
forensic global leader, said 
that the best approach is 
to treat financial crime as 

ALIBABA CHOOSES NY 
After months of  wrangling 
with Hong Kong Exchanges 
and Clearing over its listing 
laws, Chinese e-commerce 
giant Alibaba is going 
offshore to New York. In 
March, the company began 
proceedings for what may 
be the biggest US initial 
public offering (IPO) in 
two years, estimated at 
around HK$100bn. Alibaba 
proposed that its partners 
nominate a majority of  
the board of  directors, a 
system not allowed under 
Hong Kong rules. The 
Hangzhou-based company 
has not ruled out a future 

a daily threat, rather than 
merely reacting once it is 
discovered. ‘Corporations 
need an enterprise-wide, 
integrated risk management 
strategy that accounts 
for the entire lifecycle – 
compliance, prevention, 
detection, investigation, 
remediation, monitoring 
and testing. A silo, minimal 
approach will no longer cut 
it,’ he said.

GROWTH FOR ALL
Big Four and local 
accountancy firms in 
China have grown equally 
over the past decade at 
an average annual rate of  
22%, according to tracking 
by Paul Gillis, professor 
of  practice at Peking 
University’s Guanghua 
School of  Management. 
While it is ‘good news’ that 
investment in accounting 
is more than double the 
average 10% GDP growth, 
difference in performance 
between the two sectors ‘is 
telling’, he says. Big Four 
firms outgrew local ones 
until the financial crisis 
of  2008, after which their 
growth rate shrank by 12%. 
Local firms also slowed in 
2009, but still grew at 24%, 
he says. ‘The Big Four will 
struggle to find growth equal 
to GDP growth, while local 
firms will grow faster,’ Gillis 
writes in his blog. 

VALUABLE FINDINGS 
The growing importance of  
business valuation, and the 
need for structured training 
to equip professionals with 
the necessary skills, is 
highlighted in an inaugural 
study by the Institute of  
Valuers and Appraisers of  

Singapore (IVAS) and EY. 
Dr Stanley Lai, SC, chairman 
of  the Intellectual Property 
Office of  Singapore, 
described the study as 
timely as the intellectual 
property (IP) community 
of  Singapore enters a 
new phase of  transacting 
and securitising IP assets 
as part of  business 
engagement. ‘It is hoped 
that the IP community and 
stakeholders will make it 
a priority to embrace the 
best practices of  business 
valuation, so as to achieve 
the best possible financial 
outcomes,’ he said. 

VIRTUAL CAUTION 
Singapore is the first 
country in Asia – and the 
second in the world, after 
the US – to regulate virtual 
currency intermediaries. 
In a move designed to 
combat potential risks 
from money laundering or 
terrorism-related financing, 
the Monetary Authority 
of  Singapore (MAS) now 
requires that virtual currency 
exchanges must verify 
their customers’ identities 
and report any suspicious 
transactions. The MAS 
also renewed its concerns 
about the risks associated 
with such transactions. 
‘Consumers and businesses 
should take note of  the 
broader risks that dealing 
in virtual currencies entails, 
and should exercise the 
necessary caution,’ said 
Ong Chong Tee, MAS deputy 
managing director. 

SINO-NZ BOOST 
The New Zealand dollar has 
become the latest currency 
to trade directly against the 

News round-up
This month we include stories on Alibaba’s US IPO, Singapore’s crackdown on virtual 
currencies, the rise of the ‘smart city’ and Grant Thornton’s challenge to the Big Four

LITTLE GROWTH FOR MACAU
Macau’s accountancy profession has grown only 
marginally over the past year, despite boom times 
for the sector. Data from the Committee for the 
Registry of Auditors and Accountants shows that 
113 auditors, 172 accountants and 13 auditing firms 
were registered in Macau at end-2013, compared 
with 110 auditors and 169 accountants, and the 
same number of auditing firms, the year before. 
Macau Business reports that while the volume of 
business they deal with is much higher, ‘people in 
the accounting profession say there are not enough 
accountants or auditors to meet demand’. 
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Chinese yuan, joining the US, 
Japan, Australia, Russia and 
Malaysia as China promotes 
use of  its currency in global 
trade and finance. New 
Zealanders are expecting 
exponential trade growth 
will result – as happened 
in Australia following its 
agreement with China 
last year – even reaching 
NZ$30bn by 2020, a target 
set by Prime Minister John 
Key and Chinese President 
Xi Jinping during a recent 
meeting. Trade between 
the two countries has 
more than doubled since a 

free-trade agreement was 
signed in 2010. 

IRD TAX HUNT 
Americans working in Hong 
Kong may have details about 
their finances released to 
the region’s Inland Revenue 
Department following an 
exchange of  information 
agreement between both 
countries. The agreement, 
the first of  its kind signed 
by Hong Kong, is in line with 
the US’s global crackdown 
on tax evasion. Requests 
for information may be 
granted to Washington 

TR
EN

D
S

‘under specified conditions’. 
Professor KC Chan, 
Secretary for Financial 
Services and the Treasury, 
said that ‘highly prudent 
safeguard measures’ were in 
place to protect taxpayers’ 
privacy and confidentiality 
of  information exchanged. 

COMMITTED TO REFORM 
Recent statements by China’s 
political leaders show that 
Beijing is committed to 
banking and financial reform, 
says Moody’s Investors 
Service. ‘On balance, we 
consider that the key reforms 

planned for China’s financial 
markets – the opening 
up of  the banking sector, 
deregulation of  interest 
rates, introduction of  a 
deposit insurance scheme 
and implementation of  
new fiscal initiatives – are 
credit positive for the sector, 
if  executed well, during 
the next five to 10 years,’ 
said Minyan Liu, associate 
managing director at 
Moody’s. However, the reform 
agenda will bring its own 
challenges in the immediate 
term – in particular, deposit-
rate deregulation will add 
to the banks’ funding costs 
and would consequently 
pressure net interest margins 
– Liu added.

CITIES SMARTEN UP
Within a decade, ‘smart-
city’ technology investment 
in Asia Pacific will total 
US$63bn, estimates 
Navigant Research. The 
region is home to most 
of  the world’s largest and 
fastest-growing urban areas 
and they need intelligent 
systems, reasons Eric 
Woods, research director. 
‘Working with an evolving 
mix of  international 
and regional smart-
city technology firms, 
governments in the region 
are piloting a variety of  
technologies to solve urban 
problems, reduce urban 
energy and resource use, 
and prepare for future 
growth,’ he said. India’s 
immense Delhi-Mumbai 
Industrial Corridor, China’s 
104 nationally selected 
smart-city demonstration 
projects and South Korea’s 
pioneering Songdo smart-
city development are cited 
as examples. 

BRIDGING IASB GAPS 
The International Accounting 
Standards Board (IASB) will 
consult with banks across 
Asia and the Middle East on 
how to bridge differences »  

ALL EYES ON ASIA
Asia continues to be a beacon of 
growth among local and Western 
multinationals, with 83% of 
those operating in the region 
expecting to meet or exceed their 
financial and strategic objectives 
in the next three years, according 
to Connecting Countries, a 
new pan-Asia Telstra Global 
research report.

According to the report, 50% of  
companies see expanding into new 
markets as extremely important 
in the next three years, with China 
the primary growth market; half  
nominated mainland China as part 
of  their strategic expansion plans. 
Additionally, companies are focused on 
expansion into Singapore (38%), Hong 
Kong (33%) and India (32%).

83% of  companies in Asia expect to 
meet or exceed their financial and 
strategic objectives over the next 

three years

Financial services and insurance 
companies in Asia are more bullish than 
other industries about exceeding their 

objectives in the next three years

ICT is a standout – or over-represented 
– sector of  the top 5% of  companies in 
Asia, based on past high performance 

and future promise of  success

50% of  international companies 
pursuing expansion in Asia 

nominated China as part of  their 
strategic plans
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THE DANGER WITHIN 
Incidences of  economic 
crime detected in China, 
Hong Kong and Macau are 
lower than regional and 
global averages, according 
to PwC data – and in those 
cases where it does occur, 
the culprit is likely to be a 
company employee. Among 
the executives surveyed by 
the firm, 27% in mainland 
China and 16% in Hong 
Kong and Macau reported 
that they have encountered 
economic crime, compared 
with 32% in Asia Pacific and 
37% globally. In mainland 
China, though, concerns 
persist around bribery and 
corruption, procurement 
fraud and kickbacks. 

CLOUDS ARE COMING
Every accountant will offer 
online accounting services 

between accounting 
practices in Islamic and 
conventional finance. Wayne 
Upton, IASB international 
director, told Reuters 
that the board’s Islamic 
finance consultation group, 
established last year, was 
requesting industry feedback 
on four areas. ‘As is often 
the case in standard-
setting, one significant 
outcome would be to resolve 
uncertainties that may exist 
today in the application of  
IFRS. Another would be to 
bridge the gaps that may 
exist in terminology and our 
understanding of  contract 
forms.’ Submissions will be 
received until 1 August. 

MNC TAX TARGETED
The Australian Taxation 
Office (ATO) has begun 
a four-year investigation 
into the affairs of  big 
multinational companies 
suspected of  shifting 
profits among their global 
subsidiaries as a way of  
minimising tax. Eighty-
six companies are being 
investigated initially, but 
ATO deputy commissioner 
Mark Konza flagged 
that other cases ‘will be 
identified over time’. He 
said that if  profit-shifting is 
proven, penalties will apply. 

LOOK OUT, BIG FOUR 
Faced with ‘formidable 
competition’ from the Big 
Four accountancy firms, 
Grant Thornton has been 
awarded 2014’s best 
managed international firm 
by the Managing Partners’ 
Forum, a professional 
body that celebrates the 
value of  leadership and 
management excellence. 
Citing the firm’s ‘ambitious 
five-year strategy across 
127 countries’, the judges 
found that Grant Thornton 
‘has now positioned itself  
as a strong and credible 
challenger brand in a very 
consolidated market’.  

by 2018, predicts Xero, 
a New Zealand-based 
small business accounting 
software developer. When 
accountants were asked 
if  they planned to provide 
online services to their 
clients this year, 55% 
said they did, compared 
with 43% last year and 
32% in 2012. ‘There’s 
a trend everywhere in 
software around moving 
to the cloud because it 
creates better products,’ 
said Peter Karpas, CEO 
of  Xero North America. 
However, constant contact 
between accountants 
and their small business 
clients remains a key 
imperative; more than 
half  of  respondents said 
that clients should be 
preparing for their taxes 
all year long.  

TIGER AT LARGE 
The Asian financial system 
will dominate international 
markets by 2030 in what 
the ANZ Bank terms a 
‘financial revolution’. In 
its insight report, Caged 
Tiger, the bank projects 
that Asian bond markets 
(excluding Japan) will 
grow to six times their 
current size over the next 
15 years, to match the 
size of  US debt markets. 
Equity market capitalisation 
across the region will rise 
dramatically, from US$9 
trillion to almost US$55 
trillion by 2030, driven by 
China, which will account 
for around half  of  Asia’s 
financial assets by 2050, 
the report anticipates. ■

Compiled by Peta 
Tomlinson, journalist

TRENDS

THE BUSINESS OF LANGUAGE
For the first time Cantonese joined the top 10 of foreign languages spoken in the 
City of London, the UK’s principal business district, shooting into sixth place. 
German, Indian languages, Russian, Arabic and Portuguese slipped, while French 
held the top spot, according to recruitment firm Astbury Marsden.

10 NEWS | ROUND-UP

ACCOUNTING AND BUSINESS



www.abrs.edu.hk
www.abrs.edu.hk


GLOBAL REACH
For Kimberly-Clark’s Jason Crimson, the shared services industry offers finance 
professionals a unique opportunity to gain an international business perspective

As director of Kimberly-
Clark Asia Pacific Shared 

Services Centre, which is based 
in Malaysia Jason Crimson is 

responsible for financial reporting 
and analysis, transactional processing 

and process and systems development for 
entities in the region. 

Jason was previously a controller within 
the IBM Accounting Centre in Malaysia 
where he was responsible for the delivery 
of  finance and accounting services for the 
Asia-Pacific business. His time with IBM 
included a posting to New York where he was 
responsible for consolidation accounting for 
the growth markets operations. 

Jason currently serves as a member of  
the ACCA Malaysia Advisory Committee. He is 
also the deputy chairman (Shared Services) 
of  Outsourcing Malaysia, a chapter within 
the national ICT industry association, PIKOM.

Asia-Pacific region and to scale up its scope of  operations,’ 
he recalls. ‘My prior experience within shared services 
was primarily within the general ledger and reporting 
process areas, and this was a great opportunity for me 
to take on the challenge to learn and lead other process 
areas in Kimberly-Clark. It was also an opportunity to 
develop my general management experience by having full 
accountability of  the service delivery, organisational growth 
and talent development.’

In his current role, Jason leads the Asia Pacific 
Shared Services Centre, which provides business support 
services to Kimberly-Clark entities across the region. 
The centre, which he was responsible for establishing 
in 2011, currently services more than 40 legal entities 
across 14 countries. Business services include finance 
and accounting processes such as financial reporting 
and analysis, transactional processing and process 
and systems development.

Jason’s priorities include defining the strategy for the 
development and growth of  the shared services footprint in 
Asia Pacific, as well as partnering with the group’s sister » 

E
arly in his career Jason Crimson FCCA was offered 
a piece of advice. ‘A mentor told me that whenever 
there is an opportunity and it looks tough and not 
many people are gunning for it, then that’s the 

one you know you should volunteer for,’ recalls Kimberly-
Clark’s director of Asia Pacific Shared Services. Heeding 
this advice over the years has played an instrumental role 
in shaping his career path. 

While initially his interest lay in the law, financial 
constraints prevented him from furthering his studies 
abroad. So he opted for accountancy, first completing a 
London Chamber of  Commerce and Industry (LCCI) Diploma 
in Accounting before undertaking the ACCA Qualification. 
The examination rigour of  the latter, he says, taught him to 
be disciplined and focused. 

In 1999, he joined PwC Malaysia’s tax department, 
undertaking tax compliance and advisory work. Then, after 
a short spell with an internet startup, in 2001 Jason joined 
IBM Malaysia’s accounting shared services centre. During 
his 10-year stint at the organisation, he worked in a variety 
of  roles ranging from general ledger, systems development 
and transfer pricing to consolidation accounting and 
analysis, and project management for divestiture. He also 
undertook a three-year assignment in New York, handling 
consolidation accounting for key growth markets and policy 
and process harmonisation across multiple shared services 
locations, as well as divestiture accounting for Asia Pacific.

The extensive and expansive experience offered key 
insights that are helping Jason in his current role. ‘There 
are many things that you pick up,’ he says. ‘Some of  the 
key things are process knowledge and process controls, as 
well as project and transition management. A large part 
of  the work of  a shared services centre is successfully 
bringing work in, and then managing the delivery of  
services and the client relationship.’

At the same time, he says, setting up good process 
documentation, enabling continuous improvement and 
making sure all those aspects are sustained within 
the centre is crucial, adding that people management 
is equally important. 

New challenge
Jason moved to Kimberly-Clark in June 2011 in search of  a 
new challenge. ‘It was an opportunity to lead a startup of  
a multifunctional shared services operations supporting the 

CV
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Malaysia, Jason points out, is 
recognised as one of  the hubs for 
finance and accounting shared 
services. ‘Not only are shared services 
organisations looking for talent in 
entry-level positions but middle and 
senior management positions are also 

available,’ he notes. ‘If  people want to move away from the 
traditional finance and accounting career route, shared 
services is certainly an option. 

The shared services industry offers an alternative 
route for a career in finance and accounting, at the same 
time within a globalised and multicultural environment, 
Jason says. ‘You’re working with people from different 
countries, and you’re exposed to continuous improvement 
and enterprise-level tools, whereas when in public 
practice you may not have similar opportunities. You 
may have multiple clients in public practice but at the 
end of  the day, you may not have the opportunity to have 
hands-on operational experiences within the business 
processes and tools.

‘It’s also very different from being in a finance 
department of  an organisation,’ he adds. ‘Generally in 
a finance department the opportunities for job rotations 
are limited, whereas in shared services, because of  
the culture of  rotation and shadowing, it offers an 
altogether different experience.’

shared services – located in three other locations across the 
globe – to drive standardised processes and procedures.

Besides growing Kimberly-Clark’s shared services 
activities in the region, Jason also regularly speaks at 
various local and regional conferences, typically addressing 
the subject of  shared services best practices and talent 
management. Through his engagements with institutes 
of  higher learning and professional bodies such as ACCA, 
he is a keen proponent of  branding shared services and 
outsourcing (SSO) as a career choice in Malaysia. 

‘Stay connected’
‘It is very important for accounting professionals to stay 
connected to their industry,’ Jason says. ‘One of  the ways 
is to be actively engaged with professional bodies such as 
ACCA who organise high-value events addressing issues that 
matter to the industry. As such, it is a great opportunity 
for me to share my experiences as a speaker or panellist at 
ACCA events on topics including the shared services model, 
talent management and career opportunities.’

▌▌▌’ACCESS TO THE LEADERSHIP TEAM IS 
EVIDENT; THERE’S VERY LITTLE POWER DISTANCE 
BETWEEN THE EMPLOYEES AND MANAGEMENT’
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*‘Be reliable in everything 
that you do; this builds trust 
with stakeholders.’ 

*‘Be willing to volunteer for 
challenging assignments.’

*‘Spend time understanding the full 
capability of tools or systems – the 
enablers for your job.’

*‘Get to know people and how 
the business works, understand 
the landscape, know who your 
customers and competition 
are, and be passionate about it. 
That then translates into how 
you feel about your work and 
company, and this in turn will 
reflect in your contributions 
and performance.’ 

At Kimberly-Clark, there is a concerted effort to 
attract as well as retain talent, says Jason. ‘We target 
between 25% and 30% job rotations and job changes 
a year. If  you’ve been in a role for 12 to 18 months, as 
part of  an ongoing career and personal development 
discussion, your team leader will engage with you about 
what you’d like to do next.’

Job shadowing is another option. ‘If  you’re unsure of  
a particular job rotation you can opt for job shadowing, 

where you’re given a preliminary view of  what to expect so 
you can decide if  it’s for you,’ Jason explains. ‘We invest 
the time to make this happen; our target last year was 30% 
job rotation and we achieved 40%. We had team members 
from accounts payable moving to product costing, from 
general ledger moving to accounts payable; it is very fluid 
and the leadership team here is committed to make the job 
rotation a reality and a success for team members to pursue 
meaningful career development.’

‘Open door’
Jason adds that the organisation also has what he 
describes as an ‘open-door’ concept with regards to people 
management. ‘Access to the leadership team is evident; 
there’s very little power distance between the employees 
and management,’ he says. ‘We also have engaged feedback 
mechanisms. For example, we conduct surveys and organise 
roundtable sessions to listen to the needs and suggestions 
from team members. 

‘At the same time we try to include work-life balance 
practices such as encouraging people to work from home, 
enabling flexible working hours, and we’re also focused on 
building a very inclusive environment,’ he says, adding that 
the organisation was recognised as one of  the champions 
of  women in the workforce by TalentCorp last year. 

‘We also have a strong people development framework 
where we have it in our performance objectives that require 
team members to spend at least 40 hours on learning and 
development each year,’ he says. 

These talent management approaches appear to 
have paid off. Although the general attrition rate in 
finance and accounting shared services is approximately 
between 25% and 28%, in Kimberly-Clark, Jason says, it 
is in ‘the mid-teens’.

He says that about 80% of  his job is people management 
and organisational building, which he enjoys. ‘I am a 
qualified accountant but the last time I did double-entry 
was a very long time ago!

‘This job is very exciting, in terms of  coming up with 
solutions for people and customers. From a people 
standpoint, it’s about enabling career and personal 
development, allowing people to manage their work-life 
balance, and it excites me to look for solutions, to see what 
we can do to make things better for our people. We listen to 
feedback and benchmark with what many other companies 
and countries practise, and we pick and choose what’s 
suitable for our workforce profile.  

‘From the standpoint of  customers, as business 
demands grow they are looking for more streamlined 
processes and approaches and are talking to us as to how 
we can help them with applicable ideas and solutions,’ he 
concludes. ‘These are extremely rewarding and satisfying 
aspects of  the job.’ ■

Sreerema Banoo, journalist

KIMBERLY-CLARK
A Fortune 500 company with sales 
of US$21.2bn in more than 175 
countries, Kimberly-Clark is one of 
the leading global manufacturers of 
tissue, personal care and healthcare 
products with some of the most 
recognised and successful brands in 
the world, including Kleenex, Scott, 
Huggies, Kotex, Wypall and Kimwipes. 

Kimberly-Clark has been in 
business for more than 140 years 
and it ranks number 6 on the Great 
Place to Work Institute’s 2013 World’s 
Best Multinational Workplaces list. It 
is also ranked among the Ethisphere 
Institute’s World’s Most Ethical 
Companies list.
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MARRIAGE
PROPOSAL

With the Malaysian government encouraging 
smaller services firms to join forces to survive, 

many accountancy practitioners have  
failed to be wooed by the idea 

T
he fast-paced changes in the accounting landscape 
are putting a strain on small firms. They face 
challenges on many fronts – from keeping up with 
accounting standards and beefing up technical 

capability through to providing effective back-end support. 
In such a scenario, some smaller firms are contemplating 

mergers or affiliations to plug the gap in their offering. In 
recent months, the Malaysian government has unveiled 

incentives to smaller firms in the services sector to merge. 
But will accounting firms grab the opportunity from these 
incentives to grow in size?

‘My partner and I agree we need to be bigger to handle 
this [changing landscape]. It can either be via a merger, an 
affiliation or organic growth. We will then have the resources 
to meet clients’ growing expectations,’ says a partner of  a 
small accounting firm based in Kuala Lumpur. However, he 
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is not at all excited about the set of  incentives offered by 
the state. ‘The merger, if  and when it happens, would be 
primarily based on need and the ensuing business benefit.’

That seems to the common response from partners of  
the smaller accounting firms when asked by Accounting 
and Business about possible mergers, and their take on the 
government’s incentives. One partner of  a firm reviewed 
the incentives when contemplating a merger, but could not 
qualify in some areas. ‘The incentives are too rigid in their 
conditions,’ says one veteran accountant.

However, by and large, the industry sees the importance 
of  growing in size. ‘This is the only way forward for the 
industry. If  you don’t merge, then you become irrelevant,’ 
says Baker Tilly Monteiro Heng partner Lock Peng Kuan, 
who also chairs the ACCA Public Practice Committee. His 
firm had just completed in January 2013 a merger exercise 
with Moore Stephens AC. With 24 partners and more than 
500 professional staff, it claims to be the sixth-largest 
accounting and business advisory firm in Malaysia.

Incentives on the table
In February, the government had 
launched a new tax incentive to 
promote merger and acquisition 
(M&A) activities for small and medium 
services. The move, handled by the 
Ministry of  International Trade and 
Industry (MITI), is part of  the larger efforts to liberalise 
Malaysia’s services sector, which contributed 54.6% of  the 
nation’s gross domestic product in 2012. ‘We want to build 
the capacity for them to withstand foreign competition and 
export their services,’ says Mustapa Mohamed, the minister 
in charge of  MITI. 

Underscoring the need to build up capacity, SME 
Corporation Malaysia senior director Karunajothi Kandasamy 
noted in a recent presentation that professional and selected 
service activities are fragmented, dominated by small 
firms and not globally competitive. SME Corporation, a 
government agency, has been appointed to be the one-stop 
centre for processing, verification and endorsement of  the 
incentives. SME Corporation is a central point of  reference 
for information and advisory services for all small and 
medium enterprises (SMEs) in Malaysia.

Successful applications will enjoy a flat tax rate of  20% 
on all taxable income earned by the merged companies 
for five years. M&A documents will also be exempted from 
stamp duty. The incentives are open to professional services 
like specialised medical, dental practices and services like 
accounting, taxation, architectural and engineering. It is also 
open to courier services, private technical and vocational 
secondary education services, and skills training services. 

The ministry is looking at some 100 firms to step up for 
the fresh incentives, which are open until July 2015. ‘I think 
accounting and medical services will be the main areas 
taking up the incentives,’ says Mustapa.

Will the small accounting firms take the bait and grab 
the incentives? Small firms make up the bulk of  accounting 
firms in Malaysia, with one estimate putting it at 98%. Initial 
feedback from small firm partners has not been encouraging 
as far as mergers are concerned. Even when you throw in the 
MITI-led incentives, the scenario does not change much. 

‘We want to grow and merger is one of  the options. The 
incentives are a secondary consideration,’ says Kwong Hoi 
Meng, a partner at Kwong & Wong Chartered Accountants.

‘The incentives are simply the icing on the cake for a 
merger,’ says Huang Shze Jiun, a partner at Huang Yan 
Teo & Co, a Johor Bahru-based firm. ‘It would not be 
the single factor to propel forward a merger. That would 
come from growing the business.’ The father/son-run 
firm, with 30 staff, is on the lookout for opportunities 
to grow in size, with merger or affiliation as options, 
says the younger Huang.

Lee Chong Kuang, an accountant who had established a 
firm in Malaysia, and later spread his wings to Hong Kong 

and China, does not see the MITI incentives driving mergers 
among the smaller firms. ‘The incentives are attractive. 
However, existing smaller accounting firms do not really 
understand the benefits of  merger. They have heard about 
it, but they are not prepared to face a “marriage”,’ says 
Lee from Malaysia-based Weld Asia Associates. 

Two years ago, Lee’s Weld Asia had merged with a Hong 
Kong-based firm Falcon Certified Public Accountants. He is 
actively on the lookout for accountants who want to break 
out through the Weld Asia Consulting Network.

The need to grow is clear. Many practitioners realise 
that small firms lack the firepower to match the bigger 
boys when it comes to more complicated work. They also 
lack back-end support. ‘Staff  retention is also getting more 
challenging. People move to bigger firms or to commerce 
after gaining experience,’ says Kwong. ‘Our clients are small. 
Some of  the staff  move to get exposure to bigger clients.’

Then there are the rapid changes in the accounting 
standards. Small firms find it difficult to keep abreast of  
the latest developments, as new standards are rolled out. 
‘Changes keep coming,’ says one small firm partner. ‘Bigger 
firms have the technical resources to do research to come 
up with examples and internal training. At smaller firms, the 
partners will probably have to take on the responsibility.’

Losing long-standing clients who have grown in size is 
another impetus for accounting firms to grow. Huang has 
seen some clients that have been with his firm for years 
parting ways as they move into their next phase of  growth. » 

▌▌▌OWNERS OF SMALL FIRMS ARE RELUCTANT 
TO TAKE THE MERGER PLUNGE AS IT IS AKIN TO 
MOVING FROM BEING SINGLE TO BEING MARRIED
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‘As they grow, their needs grow too. If  we don’t grow with 
them, we will lose them as clients,’ he says.

The rather negative response from accounting firms 
to consider mergers is not new. Some years ago, the 
Malaysian Institute of  Accountants (MIA) led a project 
to encourage small firms to merge and in 2010, it 
relaunched a portal that it called the Member Firm 
Merger & Affiliations Listing. The e-portal was a platform 
for firms seeking local mergers or affiliations to publicise 
their intention on a complimentary basis. The service 
was provided at no cost.

‘The response was poor,’ says Datuk Raymond Liew 
Lee Leong, now the managing partner of  McMillan Woods 
Global, who led the MIA’s merger and affiliation push. Its 
roadshows and seminars on the benefits of  mergers did 
not see many suitors among MIA members. 

Blocks to mergers
Owners of  small firms are reluctant to take the merger 
plunge as it’s a whole new ball game for them. It is akin  
to moving from being single to being married. Many firm 
owners are not prepared to lose their independence. In a 
merger, one partner may play a dominant role. Many are 
not prepared to subsume their role for the perceived benefit 
of  being part of  a larger entity. ‘The practitioners are 
conservative. They fear losing control,’ says one accountant.

Then, there is also the question of  goodwill in a merger. 
‘Valuation is subjective. What is fair to one [party] may not 
be fair to another,’ says Liew.

Many practitioners believe that the MITI incentives are 
too restrictive. At the moment, the headline requirements 
state all firms must be 100% Malaysian-owned and 
SMEs based on the official definition. Effective from 
1 January 2014, the SME definition has been revised 
upwards in terms of  annual sales and employee count. 
For manufacturing, it stands at RM50m in revenue and 
200 staff, while for the services and other sectors at 
RM20m and 75 staff. The new entity can either remain 
as an SME or be transformed into a large firm.

Incentives aside, practitioners believe firms may 
be more open to the idea of  an affiliation rather than 
an outright merger. ‘It’s easier to walk away from an 
affiliation. The cost is minimal. In a merger, it’s just like a 
divorce – the cost is huge and the process so much more 
complicated,’ says Liew. ■

CM Cheong, journalist

DOCUMENTATION CHECKLIST 
FOR MERGER ACTIVITY
* MOU or legal contract between the interested 

parties to formalise the merger process.

* Notice of  termination for registered business for 
sole proprietors, partnerships (Form C), limited 
liability partnerships or private limited companies.

* Certificate of  incorporation for a new private 
limited company (Form 9) under the Companies 
Commission of  Malaysia.

* Latest audited or management accounts of   
existing firms.

* New licence/permit/approval from ministry/
agency/professional body/regulatory board/
association under the new entity.

* All the necessary or required legal instruments or 
contracts to expedite the merger process.

FOR ACQUISITION ACTIVITY
* MOU or legal contract between the interested 

parties to formalise the acquisition process.

* Notice of  termination for registered business for 
sole proprietors, partnerships (Form C), limited 
liability partnerships or private limited companies.

* Latest audited or management accounts of   
existing firms.

* Valid licence/permit/approval from the relevant 
ministry/agency/professional body/regulatory 
board/association.

* All the necessary or required legal instruments or 
contracts to expedite the acquisition process.

Source: SME Corp Malaysia
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View from Singapore
While auditors play a key role in corporate governance, most investors have little 
understanding about how to interpret audit reports – or the dangers of ignorance

It is one thing for the general 
public to be confused about 
obscure audit terms – after all, 
they very rarely come across 
audit reports. However, 
many stock investors 
also seem to have very 
little understanding and 
interest in the specifics of 
auditors’ work.

This is especially true 
of  retail investors, many 
of  whom know little about 
auditors outside the fact 
that they are supposed 
to double-check the 
financial statements 
produced by companies.

This reflects a 
generally lackadaisical 
attitude towards 
corporate governance 
issues. Retail investors 
attending annual general 
meetings at listed companies 
often seem more interested in 
the food provided than in engaging 
the management and directors with 
any serious questions. Shareholders 
have been known to leave annual 
meetings halfway just to attack the 
buffet spread outside, in the process 
giving up the chance to learn more 
about the company. 

Most retail investors seem 
concerned with only two numbers: 
how much the share price is rising 
and the value of  the dividends they are 
receiving. Other issues that corporate 
governance watchers spend their time 
on – from executive salaries to the 
adequacy of  internal controls – receive 
nothing more than yawns from your 
average shareholder.

Interest in governance issues does 
not seem to have improved, even 
after the ‘S-chip’ scandals of  recent 
years. A handful of  Chinese companies 
listed in Singapore have been caught 
out with accounting and governance 
failures, with outright fraud being 
committed in some cases. If  investors 
remain disinterested, they could be 

in Singapore which counts shareholder 
education as one of  its key goals.

For years SIAS has emphasised 
the importance of  the work of  

auditors. ‘High standards of  
accounting and auditing standards 
will result in… more efficient 
capital allocation, reduced 
complexity and the risk of  errors, 
process and cost efficiencies, and 
it will boost investors’ confidence, 
resulting in increases in market 
share price and higher price-
earnings ratios,’ said SIAS 
president and CEO David Gerald, 
at the Public Accountants 
Conference in 2008.

In 2011 ACCA and SIAS 
signed a Memorandum of  
Cooperation to work together on 
a Financial Literacy Programme 

for polytechnics. The Singapore 
Exchange (SGX) has been stepping 

up its outreach efforts, organising 
numerous talks and events, and 
actively maintaining its investor 
education portal, SGX My Gateway. 

It will be beneficial to retail 
investors if  accountancy firms and 
professional bodies tie up with the 
SGX to explain complex auditing 
terms and processes in the language 
of  lay people.

Seminars will be helpful, as well 
as educational material. A leaf  can 
be taken from the US-based Center 
for Audit Quality, which has produced 
videos introducing the financial 
reporting system, the audit process 
and the audit committee. 

With increased education, investors 
will be better prepared to read annual 
reports and auditors’ statements, and 
to engage company bosses during 
annual meetings. 

And the next time an auditor raises 
a flag, one hopes that investors and the 
public will be able to tell the difference 
between a ‘disclaimer of  opinion’ and 
an ‘adverse opinion’. ■
The writer covers financial issues at 
a major Singapore newspaper

caught out again by similar governance 
failures in future.

Behind the scenes, however, 
auditors have played – and continue 
to play – massive roles in ensuring 
that everything is in order at listed 
companies. Indeed, many of  the 
accounting issues with S-chips were 
first detected by external auditors 
poring over their books. The cases were 
then passed on to forensic auditors – 
another valuable set of  professionals 
who went on to dig out more 
information about what went wrong.

Beyond their good professional 
work, it is now time for auditors to take 
the next step – to do more to educate 
the investing public.

They can join hands with 
professional bodies and other 
organisations that have been active 
in this area, such as the Securities 
Investors Association (Singapore) 
(SIAS) – the main investor lobby group 
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There has been an annual Companies 
Commission of Malaysia (CCM) 
National Conference since 2011. 
Because it is organised by a regulator, 
the two-day event presumably does 
not have too much of a problem 
attracting participation.

After all, for those who regularly 
deal with the CCM – such as 
directors, executives (including CFOs), 
company secretaries, auditors and 
lawyers – there is likely to be some 
goodwill to gain from supporting the 
commission’s project.

Of  course, it is not just about 
pleasing the CCM. The conference 
is an opportunity to pick up some 
knowledge and understanding on 
issues, developments and trends 
relating to the commission’s work. 
Then again, that depends on the 
focus of  the conference sessions.

In 2012 and 2013, the 
conference themes revolved around 
corporate governance. Although 
certainly important and pertinent, 
the topic is well covered by many 
other forums, and the CCM is 
not the first name that comes 
to mind when you think about 
corporate governance.

It looks like there will be 
no mismatch for this year’s 
instalment of  the conference 
in June. The theme is 
‘Modernising the Companies 
Act: Impetus for Business 
Transformation’, and 
that is something right 
up the CCM’s alley.

The regulator has 
been at the heart 
of  a long-drawn-out 
programme, beginning 
in December 2003, to 
reshape corporate law 
in Malaysia, primarily 
through a review of  the 
Companies Act 1965.

The Corporate Law 
Reform Committee, 
formed by the CCM and 
chaired by a former 

new legal framework for companies 
with the international accounting 
standards and practices.

Other than the reports prepared 
by the two committees, the CCM also 
relied on input from the World Bank 
and the Organisation for Economic Co-
operation and Development.

The product of  this decade’s worth 
of  work is the Companies Bill. In July 
2013, the CCM published an exposure 
draft on the Bill and invited feedback 
from the public. Given that the CCM 
National Conference will centre on the 
new Companies Act, the Bill is expected 
to be tabled in Parliament this year.

When CCM chief  executive officer 
Datuk Mohd Naim Daruwish addressed 
the commission’s employees back 
in January, he pointed out that a key 
project in 2014 is to prepare for the 
implementation of  the new corporate 
legal framework. He described it as 

more modern and dynamic.
Among other things, 

the Companies Bill 
provides for migration 
to the no-par-value 
regime; rationalisation 
of  the financial reporting 
framework; a simpler 
incorporation process; 
transformation of  the 
insolvency framework; 
a stronger role for 
company secretaries; 

enhanced shareholder 
rights and protections; 

and various measures to 
strengthen corporate governance.

Clearly, there is plenty 
to adjust to when the new 
Companies Act comes into force. 
The CCM National Conference can 

perhaps serve as a crash course, 
but for those whose work requires a 
firm grasp of  the Act, there should 

be no shortcuts when 
familiarising themselves 
with the changes. ■

 
Errol Oh is executive editor 

of The Star

Court of  Appeal judge, handled the 
review. Others committee members 
were representatives from the public 
sector, and regulators, lawyers, 
accountants, secretarial practitioners 
and academics. 

The committee’s final report was 
submitted to the Government in 
June 2008, and the CCM accepted 
all but five of  the report’s 188 
recommendations, and these were 
distilled into 19 policy statements 
approved by the Cabinet in June 2010. 

In addition, the commission also 
established the Accounting Issues 
Consultative Committee in February 
2010. Most of  its members were from 
the accounting bodies and regulators. 
The committee’s task was to align the 

New Companies Act takes shape
This year’s Companies Commission of Malaysia National Conference, in June, is an ideal 
opportunity to get to grips with the soon-to-be-tabled Companies Bill, says Errol Oh
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A (finance) journey to Jakarta
While Indonesia faces the same challenges in talent management as Hong Kong, 
Singapore and other places in Asia, they are also focused on fraud, reports Cesar Bacani

I’ve just returned from CFO Innovation’s 
first ever CFO Indonesia Forum and 
can report that the challenges facing 
finance professionals in business 
are essentially similar, regardless of 
whether their company is in emerging 
markets or in developed economies. 

I have been chairing these annual 
forums for four years now. They started 
in Hong Kong and Singapore in 2010 
and expanded to Shanghai, Kuala 
Lumpur and now Jakarta, with Manila 
next in July. Without exception, the 
pain points of  CFOs and other finance 
executives are remarkably similar.

In Indonesia, as in the other forums, 
a hot topic was recruitment and 
retention of  finance talent. In Asia in 
general, demand is intense because 
economies remain robust; Indonesia’s 
GDP expanded 5.78% in 2013, after 
more than 6% growth in 2010, 2011 
and 2012. At the same time, however, 
supply of  finance talent is limited. 

It may seem strange for a country 
of  241 million people to have a 
manpower problem, but only 3.5% 
of  the population in employment 
have a tertiary education, according 
to a recent World Economic Forum 
report. In contrast, 9% of  people 
in employment in Brazil, which has 
a population of  195 million, have a 
university education.

What works best for recruitment 
and retention, said the panellists at 
the talent management session, are 
creating career paths, setting 
key performance indicators, 
regular performance 
appraisals, helping staff  
close gaps with training, 
mentoring and special 
assignments, and helping 
team members bond. 
‘Money, while important, is 
secondary,’ said the CFO 
of  an Indonesian property 
developer – in other words, 
the same things that CFOs 
talk about in Hong Kong, 
Singapore, Shanghai and 
Kuala Lumpur. 

tax audits, customs audits, excise 
audits, you name it,’ said the finance 
director of  the Indonesia unit of  a US 
multinational.

The policy of  this CFO’s company 
is never to bribe and engage in short 
cuts, particularly since it is subject to 
the US Foreign Corrupt Practices Act, 
so full cooperation is always given to 
the government probers. This means 
all records and documents must be 
intact and accurate, processes and 
systems robust and transparent, 
and information about transactions 
comprehensive and timely.

This is possibly why the 165 
CFOs at our Jakarta forum seemed 
especially interested in automation, 
enterprise software and other 
systems and structures that 

promise to deliver real- or near 
real-time information – and 

to find patterns that 
may indicate 
wrongdoing. 
The worry is 
the cost, which 

may explain 
the interest in cloud 

computing and software-as-
a-service. 

Finance professionals in 
Indonesia may yet see their 

company leapfrog to the latest 
cloud- and mobile-based financial, 

ERP, analytics and other technology 
solutions, bypassing the on-premise, 
company-owned servers and pay-
even-if-you-don’t-use stage. That 
could lend stronger support for 
finance’s march towards becoming 
a business partner.

But the Indonesia forum 
participants were worried about 

data security on the cloud and mobile 
platforms. On the issue of  data hacking 

and theft, at least, Indonesia’s 
finance professionals are 
exactly in sync with their 
peers elsewhere in Asia. ■

Cesar Bacani is editor-in-chief 
of CFO Innovation

Also similar: the expansion of  
finance’s remit to include analytics 
and business partnering, regardless 
of  whether the organisation is a 
local company or an MNC, and how 
CFOs can meet those expectations by 
honing their mastery of  leadership, 
communications, persuasion and 
other skills. 

There is one difference. In Jakarta 
I observed a more intense focus on 
fraud and corruption, compared 
with delegates in Singapore, for 
example. ‘I cannot count the times 
when we have to deal with 
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Dawn of a new educational age
ACCA is pushing the boundaries of professional education by being the first accountancy 
body to sponsor a massive open online course, writes ACCA president Martin Turner

ACCA has always been at the cutting edge of the accountancy 
profession. We have innovation in our DNA. In 1996 we 
became the first body to use International Financial 
Reporting Standards in exams; we were the first 
to introduce on-demand computer-based exams 
in 1998, and we enhanced the computer-based 
assessment for Foundation level papers to 
enable students to tackle practical problems 
in a computer environment. 

In addition, from 2007 ACCA placed ethics at 
the centre of  the qualification with a separate 
ethics module and from December this year 
we will be examining integrated reporting 
throughout the Professional level exams.

While all of  these have had an impact on the 
way in which accountancy is taught, our latest 
initiative has the potential to help revolutionise 
all professional education. 

We recently became the first professional 
accountancy body to sponsor a massive open 
online course (MOOC) from FutureLearn, in 
partnership with the University of  Exeter.

What makes this significant is that until now, the 
overriding majority of  MOOCs have been self-contained 
– an end in themselves (see feature, page 40). 

With ACCA providing professional accreditation 
for this course and granting exemption from paper F1 
(Accountant in Business), it provides participants with the 
opportunity to continue on a journey to ACCA membership.

There are huge implications for tuition providers and 
students alike; students have easier access to the best teaching 
and there may be an impact on the cost of  education. Equally, 
there are concerns that, unless more free online courses lead to 
certification or open the door to a professional qualification or 
degree, drop-out rates may be high.

Time will judge how big an impact this initiative 
makes – but we can already see a potential for 
MOOCs to enable our membership to meet 
their continuing professional development 
needs throughout their careers.

We’d like to hear your thoughts 
on this initiative, which we 
believe will keep members and 
students at the forefront of  the 
profession, and which in an 
increasingly connected online 
world will prepare you for the 
opportunities and challenges 
that lay ahead. ■
Martin Turner FCCA is a 
management consultant 
in the UK health sector
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SNAPSHOT:
AGRICULTURE
The agricultural industry 
is one of the oldest in the 
world. Today, according to 
KPMG’s 2013 report, The 
agricultural and food value 
chain, the sector remains one 
of the few bright spots in the 
global economy. 

‘With strong underlying 
growth drivers such as 
population, urbanisation and 
the rise of  the middle classes, 
it is expected to remain so,’ 
the report notes.

According to PwC partner 
and agribusiness leader 
Craig Heraghty, the industry 
in Asia Pacific is directly 
affected by its relationship 
with near neighbour Australia. 
‘Relationships with key export 
markets continue to improve, 
particularly Indonesia and 
China, and negotiations were 
recently completed on a free 
trade agreement with South 
Korea, with agricultural trade 
a key feature,’ he says. 

Agriculture is a 
dynamic sector for finance 
professionals, as it faces 
challenges driven by climate 
change, rapid technological 
innovation and demand for 
biofuels. These forces are 
leading to increased volatility, 
complexity and scrutiny 
throughout the value chain.

us$5tr
According to KPMG, the 
global agribusiness value 
chain has a total value of  
around US$5 trillion

I started my career as 
an audit trainee in India. 
I was keen to learn and 
understand the different 
processes across different 
organisations and 
industries. I moved from 
working in India to working 
in Europe seven years ago, 
and since then, I have been 
fascinated by being able 
to travel extensively and 
working with different cultures. The 
world is a more joined-up place now 
than ever before and I want to be part 
of  this evolution and contribute to the 
global workplace. 

As part of my role, I lead audits, 
review reports, and create and update 
audit programmes. I engage senior 
stakeholders globally to enhance and 
sustain controls and compliance. 
I work very closely with the global 
functions – legal, compliance and 
ethics and the company secretarial 
team. Due to the nature of  my role  
I have to travel extensively, 
which I enjoy 
thoroughly. I am 
away for almost 
70% of  the time and 
recently have been 
to Turkey, Denmark, 
Russia, Malaysia, the 
US and Uganda. 

My role plays a key 
part in supporting 
the business. It 
enhances and ensures 
good controls and 
compliances are in 
place. It also provides 

‘ THE WORLD IS MORE JOINED UP THAN EVER 
AND I WANT TO BE PART OF THIS EVOLUTION’  
ESHWAR SUNDERAJ FCCA, UK GLOBAL AUDIT AND 
RISK MANAGER, CORPORATE FUNCTIONS, DIAGEO

senior stakeholders 
with regional and 
global insights, and as 
a result it contributes 
to more effective 
business outcomes.

I am very proud to have 
contributed to a clear 
audit process at Diageo. 
This has helped enhance 
business partnering 

with the global functions team. My 
involvement in creating key work 
programme areas has provided the 
business with more effective audits. 

As an accountant, I play a pivotal role 
in enabling the business to meet its 
goals. I also have great visibility of  how 
the organisation works across different 
functions and at various levels, and 
what the key drivers of  the business are. 

There are three things I can’t live 
without: the internet, sports and 
Indian food. I enjoy watching Formula 

1, cricket, athletics and 
tennis. My claim to 
fame is sharing a 
joke and getting 
an autograph from 
[German Formula 
1 driver] Sebastian 
Vettel at a 2011 Red 
Bull Racing roadshow, 
and meeting [Indian 
cricket legend] Sachin 
Tendulkar at an airport 
after his test-match- 
winning century against 
the Aussies in 1998. ■

Interested in appearing 
on this page? If  so, please 
contact Lesley Bolton 
lesley.bolton@ 
accaglobal.com

The view from

► BLACK STUFF
Guinness is part of 
Diageo’s portfolio
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Oiling the wheels of finance
Shell’s head of finance operations Doug Alexander explains the benefits – and the 
consequences – of shifting finance function work to shared services centres

Among those grappling with 
these challenges is Shell’s head of  
finance operations, Doug Alexander. 
The London-based 51-year-old has 
enjoyed a long career in various 
finance roles at the oil giant, including 
spells in both Syria and Latin America. 
Before becoming head of  finance 
Alexander was working as financial 
controller of  Shell Downstream, the 
post-production part of  the oil giant’s 
operations. His current role began in 
May last year and he reports directly 
to Shell CFO Simon Henry, speaking 
to him about once a week. 

Shell’s finance operations arm 
deploys staff  in five ‘business service 

The past decade has seen a revolution 
in the way multinationals manage 
their finance functions. Vast finance 
shared services centres have been 
opened in countries such as India, 
where staff can be paid lower salaries 
than in Western Europe and the US.

It’s been a largely successful 
way of  doing things. So successful, 
in fact, that the shared services 
model has now matured into an 
energetic teenager and is posing 
some awkward but fundamental 
questions about the future structure 
of  finance functions, and what the 
career paths of  accountants will 
look like in years to come.

centres’ – Shell parlance for shared 
services centres – in India, Malaysia, 
the Philippines, Poland and Scotland. 
Alexander describes finance operations 
as one of  the three pillars of  Shell’s 
finance function. Another is ‘finance 
in the business’, consisting of  finance 
professionals working with Shell’s 
businesses in 70-plus countries 
around the world. The final pillar is 
made up of  specialist services such 
as tax and treasury. 

It’s a measure of  how dominant 
finance operations has become that the 
business centres between them employ 
some 6,500 people, more than half  
of  the entire 11,000-strong finance 
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function. Shell’s total headcount 
around the world is around 87,000.

‘Finance operations started off  
being an exercise to do transaction-
based stuff  more cost-efficiently, 
but over the years it has grown to 
do different things,’ says Alexander. 
‘Take some basic things like staff  
who process invoices to pay suppliers. 
Once they get better at paying on time, 
they realise that the only way to make 
that process even more effective is to 
talk to colleagues at the front end who 
are negotiating the contracts in the 
first place, to make sure they are set 
up properly. So these centres moved 
from basic transaction processing 
into – apologies for the cliché – more 
value-added activities.’

The trend has included the move 
of  more of  Shell’s information and 
analysis work into the business 
centres. Alexander says that initially 
this involved asking staff  to produce 
the same reports as were already 
being put together. ‘But it rapidly 
became clear that, as people did 
that, they had insights such as: “Well, 
perhaps you don’t need so many.”

‘As people in the business centres 
were putting together the reports, 
they needed to talk to the guys at the 
front end to understand things, and 
as they understood it, they provided 
more input and insight the other way. 
It becomes a symbiotic thing.’

This, he says, was beyond the 
more obvious benefits of  bringing 
processes together. ‘However well you 
do something in 70 different locations, 
you are always going to do it better if  
you focus it in one place. Also, once 
you do it all in one place, if  you want 
to change it, it’s far easier to do so.’

The result is that Shell has business 
centre teams, mainly in India, that are 
an integral part of  the overall business 
team and increasingly provide insights 
on the back of  the analysis of  the 
reports they put together.

Talent tap
Shell has been helped by the large 
talent pools it can tap. ‘The number of  
highly qualified graduates coming out 
of  universities in India, for example, 
is just so vast that we are tapping not 
only the cost but the talent. Over time, 
not only has the size of  the centres 
grown, but the nature of  what we do in 
them has changed pretty dramatically.’

▌▌▌’THERE IS A VALUE IN HAVING PEOPLE CLOSE 
TO WHERE THE BUSINESS IS DONE, BUT THAT WILL 
BE LESS OF AN ISSUE AS TECHNOLOGY CHANGES’

Other activities, such as customer 
services, HR and IT, are also now carried 
out in business centres, although 
finance remains the biggest area.

The process of  the centres taking 
on ever more complex areas of  the 
finance function’s work is something 
that has evolved over time. Shell’s drive 
to start setting up the business centres 
a decade ago was almost purely 
driven by a desire to cut costs. ‘We 
underestimated the value of  doing all 
these things better as well as just the 
wage arbitrage,’ Alexander says.

This arbitrage has persisted for 
much longer than Shell originally 
anticipated. While there has been wage 
inflation in countries such as India and 
the Philippines, Alexander points out 
that this is also the case in the UK and 
other European economies, and that 
the gulf  is so big that he thinks it will 
last for a long time yet.

And so will the oil giant’s desire 
to cut finance function costs. Shell’s 
approach is to subject its operations 
to a ‘continuous efficiency drive’, 
aimed both at reducing costs and 

raising performance. Alexander’s 
objective in finance operations is to 
cut the former and improve the latter 
by 5% a year. This might not sound 
much in one year, he says, but it is 
significant over time.

So having, in Alexander’s words, 
‘nibbled away’ over the years at the 
work carried out by the rest of  the 
finance function, will the business 
centres swallow up more? 

‘Probably yes,’ he responds. ‘You 
could go as far as you want to go. But of  
course there is a value in having people 
close to where the business gets done. 
That proximity will become less and less 
of  an issue as technology changes, but 
there is always going to be some.’

Such change cannot be done by 
consensus, he adds. ‘People don’t like 
it very much.’ Starting down this road 
involved Shell laying off  thousands 
of  people in some countries and 
taking on thousands in others. But 
the growth of  the shared services 

model has raised some difficult issues. 
Alexander highlights questions over 
the sustainability of  the overall model 
when it comes to dealing with talent, 
with the old-world career development 
structure no longer working. 

When all the operations of  a finance 
function were in one place, people 
could gain experience by working in 
different areas, as Alexander did. But 
despite efforts to encourage people 
to move around different functions in 
different countries, the reality, he says, 
is that relatively few are prepared to 
uproot their lives to do so. And even 
if  they did, widespread staff  moves 
between geographies would destroy 
the wage arbitrage that continues to 
drive the shared services model.

The increasing amount of  work 
carried out in the business centres 
might have reduced the range 
and scope of  work carried out by 
finance staff  working in the field with 
Shell’s front-line businesses – basic 
reporting, for example, is a skill they 
no longer require – but in other ways 
their role has expanded. 

Over time, says Alexander, finance 
staff  working inside Shell’s front-
line businesses have become much 
more focused on making commercial 
decisions, and the line between a 
commercial ‘finance’ person and a 
commercial person has started to 
blur, although Alexander notes that 
you will always need some people with 
finance skills working ‘in the field’. 
Hence the skillset has changed, with 
an understanding of  commercial risk, 
contracting and markets all becoming 
more important. 

Next generation
So where will the next generation of  
finance leaders come from? Alexander 
says that there will always be some 
‘top talent’ who move through Shell’s 
system, but for many staff  it has 
become more difficult.

Like many companies, Shell is still 
figuring out how much movement 
between the business centres and » 
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the rest of  the finance function there 
should be to allow appropriate career 
development, says Alexander.

Not that he is resting on his laurels. 
‘We’ve worked hard to define what the 
skills, capabilities and competence 
development requirements actually 
are in the business centres, and also 
the career development there should 
be to allow some progression and 
development,’ he says. 

‘We work very hard to ensure 
we have movement between the 
centres and the rest of  the finance 
organisation. And I’ve been working 
with professional bodies such as ACCA 
to provide some internal and external 
competence development.’

The business centres, he says, are 
youthful and energetic places that 
feel a bit like college campuses. ‘You 
get carried along on a wave of  manic 
energy,’ he says. 

While they have a high staff  turnover, 
with many bright young employees 
wanting to get a Shell stamp on their 
CVs before moving on to other things, 
there are some who are seeing longer-
lasting opportunities with the company. 
Shell has been moving to nurture this 

talent, having focused over the past few 
years on potential future leaders, which 
has influenced both the type of  people 
it recruits and the way it trains them. 

Alexander hopes to see the results 
of  this reflected in the leadership 
of  the centres as individuals rise 
through the ranks so that they see 
more home-grown talent at the top. 
It is already happening at fairly senior 
levels within the centres. He sees 
professional accountancy qualifications 
as important across the board as 
foundations for career development; 

* ‘You’ve got to have your technical skills, which 
include both professional accreditation and on-the-job 
learning. Because everybody is technically good, you 
have to have that. It’s not really a differentiator.’

* ‘The big differentiator when I’m looking at people is: do 
you understand the business you’re working in? To be 
effective, you have to understand the business to be able 
to apply your technical skills.’

* ‘You get a lot of people who look for glory and spend their 
life planning their career and want to be the next CFO of a 
FTSE 100 company. Fundamentally the best thing you can 
do to pursue that is to perform now.’TI
PS

he himself  trained as an accountant 
with Touche Ross.

Alexander says that nothing is 
static in Shell’s finance function, 
and nowhere is this more true than 
in technology, which he says has 
some way to go yet. He predicts that 
technological improvements will bring 
more efficiency and reduce Shell’s 
finance headcount still further. ‘I think 
that will just carry on,’ he concludes.  
‘I don’t see any end to that really.’ ■

Chris Quick, editor
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Finding the right people 
with the right skills is 
a critical challenge in 
professional services but 
especially in taxation. 
Talent is therefore an 
ongoing issue for firms. 
In Ghana, the situation 
is helped by Ghanaians 
returning after gaining 
qualifications overseas, 
but even so, the supply of  
people is low. 

The demand for 
professional services 
in my sector – oil and 
gas – has been intensifying since new 
oil reserves were discovered in 2000, 
so industry groups need to recruit 
simply to keep pace. Competition from 
neighbouring countries with abundant 
natural resources means we have 
to focus on what we have to offer as 
employers, not just on the skills and 
experience we need from recruits. 
And it’s not just about bringing people 
in at junior levels to work on current 
priorities – we also have to keep 
succession planning objectives in mind.

Ghana’s oil and gas sector has exciting 
opportunities but plenty of challenge. 
Issues such as law, regulation and 
governance are complex and evolving, 
and for many organisations, there isn’t 
the depth of experience in-house; 
they rely heavily on us. Energy is a 
key global economic concern, and our 
government is understandably keen 
to establish the country as a major 
producer that will help to attract 
investment from outside Africa. 

From our clients’ perspective, it’s 
critical to stay on top of  obligations 
around regulatory compliance, and 
to understand how different ways of  
arranging their affairs might impact 
on their tax liabilities. The sums and 

‘ I WOULD ENCOURAGE LOOKING AT HOW TO 
ADD A GLOBAL DIMENSION TO THE SKILLSET’  
AYESHA BEDWEI FCCA, TAX DIRECTOR, PwC,  
ACCRA, GHANA

timeframes involved are 
vast; most projects are 
long term with huge 
upfront investment 
and a high degree of  
uncertainty and risk. 

I’m passionate 
about learning and 
development. Whether 
I’m striving to add to my 
own skillset or helping 
others to develop their 
careers, I enjoy finding 
new ways to accomplish 
different tasks, and 

adapting ideas that have worked 
elsewhere for my own purposes. 

I enjoy acting as a mentor; at 
PwC, I work with several people as a 
career coach, and I lead learning and 
education for the tax service line, not 
just in Ghana but across PwC Africa. 
As this role includes exploring new and 
developing technologies, it’s a virtually 
continuous learning curve. 

Finance professionals need to be 
global in their outlook. I’ve enjoyed 
opportunities to get involved in 
organising and attending forums and 
events outside of  Ghana, especially 
in Africa. There is almost always 
something that you can learn from 
how things are done elsewhere. From 
a service delivery perspective, having 
that broader perspective and global 
context is even more helpful when 
clients are themselves expanding 
internationally or doing business with 
foreign customers. 

PwC’s international secondment 
programme gives people the chance to 
gain valuable experience overseas, and 
I would strongly encourage aspiring 
finance professionals to look at how 
they might add a global dimension to 
their skillset. ■

SNAPSHOT:
INDIRECT TAX
Businesses that don’t get 
on top of their indirect tax 
issues place themselves in 
a dangerous and uncertain 
position, and it is an area 
rich in both challenges 
and rewards for finance 
professionals. 

‘The biggest burning 
indirect tax issue for 
businesses is compliance,’ 
explains Richard Mackender, 
tax partner, Deloitte 
Singapore. ‘Tax authorities 
penalise businesses heavily 
for non-compliance, meaning 
failure to account for the right 
amount of  tax at the right 
time. As businesses get more 
complex and operate in more 
countries, they find it harder 
to keep control over their 
compliance processes.’  

Mackender believes that the 
key challenge for accountants 
is that indirect taxes are legal, 
not accounting concepts. 
‘Accountants need to be able 
to assimilate legalese and 
then apply it to the situation,’ 
he says. ‘While this doesn’t 
always come easily for people 
who are trained to look at 
numbers rather than words, it 
can be done.’

The view from

50%
An EY global survey, Indirect 
tax in 2014, found that in 
more than 50% of  the 96 
participating countries, 
primary indirect tax 
legislation changes at least 
once a year.
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Time to leave prehistory
While social media may be an important tool for branding, hiring, business development 
and employee engagement, it’s vital that accountancy firms are clear about their needs 

branding, hiring, business development 
and employee engagement.’

James Walton, deputy clients and 
markets leader, Deloitte Singapore and 
Southeast Asia, believes that social 

media is also an efficient way for firms 
to share information with clients.

‘More than 5,000 separate pieces 
of  thought leadership are produced 
by Deloitte around the world in a year; 
that is 100 a week,’ he says. ‘There is 
no way you can be sending clients that 
many emails and most people only visit 
a website once every week. One of  the 
advantages of  social media is that 
you can push things out on a 
fairly regular basis.’

He adds that another 
advantage of  using 

Professional services firms in Asia 
are increasingly using social media 
for marketing and recruitment. Asia 
has some of the highest social media 
penetration rates in the world, with 
61% of people in Hong Kong and 
59% in Singapore using some form of 
social media, compared with a global 
average of just 26%, according to 
research by Social Media Today.

Unsurprisingly, the large 
international accountancy firms 
are tapping into this trend, with 
many having a Facebook page, as 
well as producing Twitter feeds and 
posting videos on YouTube. LinkedIn 
is also widely used, particularly for 
recruitment. Firms that have strong 
business links with mainland China 
also use the Chinese microblogging 
site Weibo, social networking site 
Renren and video hosting site Youku.

Adrian Warr, senior director 
at public relationships specialist 
Edelman Hong Kong, says: ‘When used 

proactively, social media can 
play a key role in thought 

leadership positioning, 

▌▌▌‘USE OF TWITTER CAN POSITION THE 
COMPANY AS AN INDUSTRY LEADER WHICH 
UNDERSTANDS THE LOCAL LANDSCAPE’

social media over traditional means 
of  communication is that, as material 
is reposted or retweeted, the content 
spreads to people whom firms would 
not otherwise have been able to reach.

Different purposes
Warr points out that different types 
of  social media lend themselves to 
different purposes. Facebook, for 
example, should mainly be used to 
educate stakeholders about what 

professional services 
firms do. The page 
should be written in plain 

English and not contain 
industry jargon. By contrast, 

LinkedIn is best used to target 
a more informed community, 

providing insights and hot topics to 
industry professionals.

‘Twitter is a great way for 
companies to join in and dictate 
conversations that are buzzing in 
the industry,’ he adds. ‘This can 
also position the company as an 
industry leader which understands 
the local landscape and topics that 
are trending.’
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But Walton warns that social media 
is unlikely to be effective if  companies 
use it in a half-hearted way or treat it 
like a website on which the content is 
fairly static. He explains that, when 
Deloitte Singapore first started using 
social media, it only ‘existed’ on 
Facebook and tended to update its 
page just with photographs of  events.

‘We had only 200 likes, and nearly 
all of  these were current employees or 
alumni,’ Walton says. ‘We had a very 
low level of  engagement.’

The group went back to the drawing 
board and thought about what it was 
trying to communicate and who it was 
trying to engage.

‘We completely redesigned the 
page, changed the name and realigned 
content to fit our target audience,’ he 
says. ‘In the space of  around six weeks 
we went from 200 “likes” to 2,000, just 
by thinking about the strategy and how 
to engage people.’

Deloitte Singapore has since 
launched two Twitter feeds; one focuses 
on news from the practice and thought 
leadership for clients and the media, 
while the other is used for recruitment. 
It has also set up an alumni network 

everything from finding an expert on a 
particular topic to setting up clubs.

Meanwhile, Grant Thornton China 
started to use social media in 2012, 

when it opened a Weibo account. 
‘Understanding China’s social 

media boom, we realised that we 
should not only rely on traditional 
marketing to reach our target 
audiences; we should also try to 

profile the brand to the general 
public,’ says Rachel Yu, senior 
marketing manager at Grant 
Thornton China.

She adds, however, 
that at the time the firm 
did not have an effective 

strategy in place to maintain 
the process. It revisited its 

social media strategy last year 
and put new measures in place to 
improve its use of  Weibo, which 
led to improved follower numbers 
and brand awareness within 

three months.
Grant Thornton China has since 

also set up a WeChat account, which 
its practitioners use to provide tax and 
advisory updates, and share industry 
news. ‘We hope that through constant 
updates we can maintain a business 
relationship with peers and raise 
awareness of  Grant Thornton’s service 
capabilities,’ Yu adds.

Warr suggests that most firms could 
be using social media more effectively 
for recruitment, business development 
and employee engagement. »

TRAINING THE ‘DIGITAL DINOSAURS’
One factor stopping many companies from making the most of 
social media is that those at the top of the company in the senior 
management roles tend to be in their fifties and are often not social 
media users themselves.

When Deloitte Australia encountered this issue, it coined the term 
‘digital dinosaurs’ and appointed each senior management group member 
with a younger, digitally savvy staff  member, to mentor them on the 
importance of  social media communication.

James Walton, deputy clients and markets leader, Deloitte Singapore and 
Southeast Asia, says, ‘This strategy worked very well. It was the moment 
when social media use at the group took off. 

‘Sometimes it is about how you get the message through to your 
leadership that they can’t afford not to be on social media.’

Deloitte is now the single biggest user of  Yammer, an internal networking 
and knowledge-sharing platform, after the system was adopted by the 
company’s Australian business and rolled out across the rest of  the group. 
Meanwhile, Deloitte Australia’s Facebook page has more than 13,000 ‘likes’ 
and its Twitter feed has 10,600 followers.

on LinkedIn and has a dedicated 
channel on YouTube, which it uses for 
recruitment and practitioner videos. 

In addition, the firm uses Yammer, 
an internal networking and knowledge-
sharing platform, which employees 
across the entire firm access for 
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‘Human face’
‘As social media is a more open and 
human medium, it can play a role in 
building trust among key stakeholders,’  
he says. ‘Firms not engaged in 
social media are not addressing a 
major communication channel. They 
are failing to give a human face to 
their organisation.’

But while many of  the big 
international firms have been quick to 
harness social media, others are more 
reluctant to embrace it. One member 
of  a large professional services firm, 
who wishes to remain anonymous, 
says: ‘Many of  our professionals use 
new media to communicate with 
clients and they make use of  LinkedIn 
individually, but on a macro basis 
we do not yet have an organised 
approach like our counterparts in 
Europe and America.’

Among local firms in Hong 
Kong and Singapore, there is very 

little engagement with social media 
at all. ‘In general, the marketing 
of  accounting firms falls behind 
other sectors, including in the 
adoption of  social media,’ Yu says. 
‘Most individuals in accounting 
firms are prudent, careful and 

pursue precision, whereas social 
media requires more interaction 
between the user and follower, and 
anyone can contribute, which is 
pretty scary.’

A study carried out by Burson-
Marsteller found that Asia’s 
conservative business culture and 
concerns about the perceived loss 

of  control were inhibiting take-up of  
social media. 

‘Local accountancy firms are more 
traditional,’ says Kenneth Kwok, 
managing director at digital strategy 
consultancy firm Beehive Strategy. 
‘They are not at the stage where they 

know how to leverage social media to 
expand their business.

‘Financial firms are afraid to use 
social media in case they violate 
regulation, which would be a PR 
disaster. They would prefer not to 
take the risk.’ ■

Nicky Burridge, journalist

▌▌▌’AS SOCIAL MEDIA IS A MORE HUMAN  
AND OPEN MEDIUM, IT CAN PLAY A ROLE IN 
BUILDING TRUST AMONG KEY STAKEHOLDERS’
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The decision was met with 
frustration and disappointment, with 

IASB chairman Hans Hoogervorst saying 
after the meeting: ‘A lot of  work has been 

done for nothing, it seems.’
Similarly, the decision to abandon the joint 

project regarding convergence on insurance 
contracts, revealing the growing dissonance 
between the FASB and the IASB, has served 
US insurers well, but will lead to greater 
uncertainty in other parts of  the world, such 
as Asia, where insurance is growing rapidly 
in economies that have varying levels of  
sophistication in accounting standards.

Critical blow
The February decision to part ways over 
classification and impairment as well as 
insurance contracts – the latter followed intensive 
lobbying by US-based insurance companies to 
retain the ‘gold standard’ of  US GAAP and pursue 
targeted improvements – is a critical blow to the 
convergence movement. Numerous organisations 
have repeatedly called for greater harmonisation 
between the two standards, including the 
International Federation of  Accountants (IFAC). 

IFAC is deeply concerned about the latest 
developments. CEO Fayezul Choudhury believes 
that the worst-case scenario is that when the 
next major global economic crisis occurs, global 
leaders and governments will be as ill-equipped 
to deal with it as they were in 2008. 

‘The G20 has recognised that a key feature of  
the infrastructure required to try to prevent and/
or temper the effects of  the next global disruption 
is the need for international consistency and » 

I
t has been a lengthy, troubled 
courtship that is heading for an 
acrimonious divorce before the 
marriage has even taken place. Since 

the beginning of the year, the rumblings 
around the growing divergence between the 
world’s powerful accounting standard-setters 
have been getting louder. 

Despite calls from the G20 nations 
for convergence on accounting standards 
and pressure from the Financial Stability 
Board (FSB), some of  the world’s 
largest banks and the support of  more 
than 120 nations that have adopted or 
permitted International Financial Reporting 
Standards (IFRS), this arranged match 
has fallen into disarray and prospects of  
a reconciliation look slim.

In February, the International Accounting 
Standards Board (IASB) – the body 
responsible for IFRS – and the Financial 
Accounting Standards Board (FASB) – the 
US standards setter with oversight on US 
generally accepted accounting principles 
(GAAP) – parted ways over classification and 
impairment of  financial instruments.

An IASB podcast following that meeting 
provides significant detail about the 
decision but, in essence, it means that 
the FASB will not adopt IFRS 9, Financial 
Instruments, which has been proposed 
to replace IAS 39, Financial Instruments: 
Recognition and Measurement. A key goal 
of  IFRS 9 is convergence, and the FASB’s 
decision has offered a clear signal that the 
US standard-setter is no longer committed.

NO CONVERGENCE?
As the US continues to drags its heels over adopting International Financial Reporting 
Standards, does it matter, given that the rest of the world is coming together?
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▌▌▌‘THE PROSPECT OF IFRS AND US GAAP CHANGING WITHOUT 
CONVERGENCE IS LIKELY TO ADD COSTS TO THE PROCESSES OF ASIAN 
INSURERS, WHO MAY FACE POLARISED INVESTORS’ DEMANDS’



to other parts of  the world outside 
the US, where US GAAP for insurance 

companies is less relevant to local 
investors who only wish to receive IFRS 

financial reports,’ he says. 
‘The prospect of  both IFRS and US 

GAAP changing without convergence 
is likely to add costs to the financial 

reporting processes of  Asian insurers, who 
may face polarised investors’ demands for 

reconciliations to IFRS or US GAAP depending 
on their preference.’ 

At a wider level, convergence in Asia is 
seen as being vital to the region’s economic 

growth. ‘Convergence of  accounting and 
reporting standards is important to businesses 

as it will provide a common language that gives 
investors – local and foreign – confidence in the 

financial system,’ says Deloitte Singapore audit 
partner Shariq Barmaky. ‘Investors can then more 
easily compare companies’ relative performance and 

returns across jurisdictions, and weigh investment 
opportunities objectively.’

Like its peers, EY also supports the convergence 
movement, but Tan Seng Choon, assurance partner in 

Singapore, adds an important caveat. 
‘Differing regulatory environments may make it 

extremely challenging, if  not impracticable, [to achieve 
convergence] and, to this end, we believe that timely 
finalisation of  the accounting standards should take 

cooperation,’ Choudhury says. ‘For financial markets, 
the G20 – through the FSB – identified the need for 
immediate implementation around the globe of  12 key 
sets of  standards including those for financial reporting 
(IFRS), auditing (ISAs) and corporate (OECD Corporate 
Governance Principles). Six years on, this important 
message seems to have become lost – with limited 
success at achieving global convergence and many 
jurisdictions reneging on the commitments made.

‘Many people seem to be arguing that the G20 
has lost its way, and the momentum that existed 
in 2008 is indeed waning. The commitment 
to convergence is no longer a priority as the 
shoots of  economic recovery begin to emerge, 
political will dissipates, and governments 
make national-based decisions that promote 
regulatory fragmentation, create regulatory 
arbitrage and have extra-territorial impacts. 

‘The G20 needs to demonstrate 
leadership, and countries need to support 
the commitments made by their leaders.’

According to Francesco Nagari, 
Deloitte Global IFRS insurance leader, 
there will be a visible impact within 
Asia, given that financial reporting 
within the insurance sector has 
made use of  both IFRS and US 
GAAP. ‘This dual reporting is a 
more marked characteristic of  the 
Asian insurance sector compared 
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Globalisation has been a powerful force behind 
moves to converge accounting standards. This was 
one of the primary motivators for the International 
Accounting Standards Board and the Financial 
Accounting Standards Board (FASB) to begin formal 
negotiations after 2002 to align their respective 
standards: the International Financial Reporting 
Standards (IFRS) and the US generally accepted 
accounting principles (US GAAP).

There are numerous differences between IFRS (which is 
already in use or will be soon in more than 120 countries) 
and US GAAP. The oft-cited difference, though, is that IFRS 
is principles-based, while US GAAP is more rules-based.

Proponents have long argued that convergence 
would facilitate cross-border investments and reduce, 
or eradicate, regulatory arbitrage. It would also create 
greater certainty for users of  financial reporting by making 
comparisons easier, while companies themselves would 
benefit from lower compliance costs from needing to 
adhere to only one set of  standards.

Convergence is also supported by the accountancy 
profession by reducing the burden of  knowledge and 
specialisation needed to prepare two sets of  accounts 
for one entity.

The impetus for creating aligned standards grew after 
the financial crisis of  2008, with the International Federation 
of  Accountants, among others, maintaining that the need 
was greater than ever to support a sustainable economic 
recovery based on a stable platform of  transparency. 

Nonetheless, convergence has had its detractors, too. 
FASB former chairman Leslie Seidman said in 2012 that 
precise guidance was necessary in the US due to its 
litigious culture. 

‘The US financial reporting system can’t function 
over the long run with accounting standards that provide 
only principles,’ he said. ‘This apparent need for some 
adjustments does not mean that IFRS is flawed. It simply 
suggests that a goal of  100% comparability is not 
achievable in the near term, for very legitimate reasons, 
in some of  the world’s largest capital markets.’ 

TO CONVERGE OR NOT?



precedence and not be “sacrificed” at the expense of  
attaining convergence.’

He says that while convergence with IFRS will invariably 
bring benefits, it will also entail costs that will be borne by 
preparers of  financial statements in that jurisdiction. 

‘It is important to note that different jurisdictions may 
be at different stages of  economic development, and 
this could be further compounded by different local laws 
and regulations,’ Tan adds. ‘It is therefore critical for the 
national standard-setters to carefully consider all these 
unique features as they formulate their plans and set out 
their paths towards IFRS convergence.’ 

Balancing act
This view is echoed by Lynda Tomkins, EY’s IFRS leader 
in Australia. She says that while the firm has long been 
concerned that any market that varies IASB standards 
is a step in the wrong direction, it recognises that the 
process of  convergence may involve accepting ‘temporary 
differences from global standards’ to allow local financial 
reporting to develop and attract broader support. 

‘Countries often need to give up some practices that have 
evolved over time, and accept others that may not be to 
their liking,’ she says. ‘But this is all part of  participating 
in a global process, and it will not be without controversy.’ 

Another tricky aspect that has littered the road 
to convergence with potholes is whether users of  
financial statements should be the primary reason for 
convergence, rather than the interests of  companies 
themselves. Veronica Poole, Deloitte Global IFRS 
leader, says Deloitte supports the primacy of  users of  
financial statements in the development of  IFRS. ‘In our 
comments to the IASB on the Conceptual Framework in 
January 2014, we noted that a critical test was whether 
reporting an item or the use of  a particular measurement 
attribute provides information that is “relevant and 
useful to users”,’ she says.

In addition, Poole says, analysis of  the adoption by the 
European Union of  IFRS revealed increased transparency 
and greater comparability. ‘Investors developed more 
trust in the numbers and the cost of  capital went down,’ 
she comments. 

Tomkins adds, however, that standard-setting is a 
fine balancing act. ‘The goal of  financial reporting itself  
is to communicate to users relevant information about 
the financial performance and position of  the company, 
and therefore meeting their needs is critical. However, 
this must not be at an unreasonable cost or burden on 
the companies themselves.’

This is not the only challenge. Kris Peach, a partner in 
KPMG Australia’s Department of  Professional Practice, 
agrees that financial reporting should have investors and 
users as the prime audience. 

‘But in recent years there has been criticism that the 
audiences have become blurred, resulting in unnecessarily 
complex requirements that are unlikely to serve investors, 
users or companies,’ she says. ‘Of  course, the companies 
themselves and other stakeholders – such as regulators, 
customers, employees – are important.’

The future of  convergence remains very uncertain. 
Some believe that the efforts of  the past 12 years have 
come to nothing, and that the process is now over. Tomkins 
suggests that, in the short to medium term, there is a real 
danger that financial reporting will remain fragmented 
throughout the globe. ‘While the underlying principles of  
IFRS mean that financial reporting will be more similar 
than it has traditionally been, it will not necessarily be the 
same as a global financial reporting language just with 
different accents,’ she says. 

‘It will be more akin to having different dialects of  
the same language – still not necessarily understood by 
everyone. This will have the effect of  reducing confidence 
in reported financial information in the context of  global 
capital markets.’

Peach believes that market forces will determine 
the outcome. ‘The capital markets will ultimately drive 
whether there is one set of  international standards,’ she 
concludes. ‘The ability to prepare one set of  financial 
statements and have them accepted by multiple 
jurisdictions will improve the costs of  raising capital. 
However, regulatory and enforcement issues will need to 
be resolved from a global perspective.’ ■ 

Amanda Vermeulen, journalist
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▌▌▌‘COUNTRIES OFTEN NEED TO GIVE UP SOME PRACTICES THAT HAVE 
EVOLVED OVER TIME, AND ACCEPT OTHERS THAT MAY NOT BE TO THEIR 
LIKING. BUT THIS IS ALL PART OF PARTICIPATING IN A GLOBAL PROCESS’
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S 24% Senior 
management roles 
globally held by women

31% Among the 
developed economies, 
New Zealand is top

63% Companies in 
China that have a 
female CFO

THE QUOTA QUESTION
Research from Grant Thornton’s 
International Business Report 2014 reveals 
that the proportion of top jobs around the 
world held by women remains at just under 
a quarter. The survey, which has tracked the 
proportion of women in senior management 
since 2004, finds growing support for 
mandatory quotas to get women on boards. 
Support ranges from 21% in the Nordic 
countries to 71% in Asia Pacific, with the 
EU at 41% and South-East Asia at 55%.

GENDER BALANCES AROUND THE GLOBE
Economies in Eastern Europe (ex-communist) and South-East Asia (proximity 
to family and childcare) lead the way in gender diversity.

RUNNING THE SHOW
The proportion of  women CEOs globally has risen to 12%, up 
from 10% last year and just 5% in 2012. HR director and CFO 
roles may be important pre-CEO ‘stretch’ positions.

25% HR director
23% CFO
12% CEO/managing director
11% Chief  marketing director
8% Corporate controller
7% Sales director
7% COO
4% Partner
3% CIO

THE SURVEY
Women in business: from classroom to 
boardroom, part of  Grant Thornton’s 
International Business Report 2014, covers 
12,500 businesses across 45 economies 
and is at http://tinyurl.com/WIBpdf

STATE SECTOR STRONGHOLD
Businesses with strong links to the public 
sector are most likely to have women in their 
leadership teams.
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MUTUAL BENEFIT
US-EU negotiations on a massive free trade deal hold out the tantalising prospect of 
mutual recognition of qualifications and could breathe new life into standards convergence

apply to become a CPA in the US will be given automatic 
recognition for their professional education in Ireland. 
They will also have to pass four exams on auditing and 
attestation, financial accounting and reporting, regulation, 
and business environment and concepts. And since 
many have the minimum three years of  experience (it is 
a requirement of  the EU’s directive for statutory audit 
work), that is automatically accepted in the US, where the 
minimum experience required is on average one year.

‘Fulfilling these three conditions grants CAI members 
a full CPA qualification, both for accountancy and audit 
services, especially because the US qualification does not 
make a distinction between audit and accountancy services,’ 
says Hilde Blomme, deputy CEO of  Fédération des Experts 
Comptables Européens (FEE), the EU accounting federation.

Likewise, an AICPA member wishing to practice in Ireland 
will have their education automatically accepted, but will 
have to pass two exams on Irish company law and Irish tax 
rules. However, a US accountant would face difficulties if  
they have just one year of  professional experience in the 
US. In that case, they would be allowed to provide only 
accountancy services in the EU and could not offer audit 
services until they had acquired three years of  experience.

‘This system has not benefited all chartered accountants 
in the EU and it is not directed or established by the US 
government, but rather AICPA and NASBA, so more work needs 
to be done,’ says Missimore. She adds that the free trade deal 
negotiations could include a process of  mutual recognition for 
all chartered accountants in the EU and all CPAs in the US.

This could be done by having one mutual recognition 
agreement between the US and all 28 EU member 
states, according to Olivier Boutellis-Taft, the FEE CEO. 
‘Professional bodies could assist in specifying the scope, 
authorisation, licensing, operation and certification of  
professionals,’ he says. The agreement should require a 
mandatory aptitude test in company and tax law in the 
country an accountant is targeting for work so adequate 
knowledge and consumer protection on both sides of  the 
Atlantic is guaranteed, he suggests.

But setting such overarching agreements could be 
challenging for the US, where accountancy is largely 
regulated by the individual states and not the federal 
government. That said, the TTIP could bring improvements 
in the oversight of  auditors, audit firms and accounting 
standards in both the US and the EU.

E
uropean accountants are hoping that the free trade 
deal currently being negotiated between the US 
and the European Union (EU) will make it easier 
for them to practise their profession on either side 

of the Atlantic. With the EU and the US both stressing 
they want to make a transatlantic trade and investment 
partnership (TTIP) a successful 21st century free trade 
deal that removes regulatory barriers as well as duties, 
accountants in Europe think it could promote professional 
harmonisation in the financial reporting sectors on both 
sides of the Atlantic. 

Julie Missimore, policy manager at ACCA USA, says: ‘The 
TTIP is working toward more open trade in services, part of  
which could include a process of  signing mutual recognition 
of  qualifications for the service sector. The current system 
for obtaining mutual recognition of  accountants with the US 
is to submit an application for review by a joint board of  the 
US National Association of  State Boards of  Accountancy 
(NASBA) and the American Institute of  CPAs (AICPA), the 
International Qualifications Appraisal Board (IQAB). These 
applications are filed by individual professional accountancy 
bodies. Should TTIP include a provision regarding mutual 
recognition of  qualifications, there is the hope that it would 
include multiple professional accountancy bodies.’

Layers of  complexity
The lack of  mutual recognition of  qualifications between 
European and US accountants is one of  the main 
obstacles to EU professionals working in the US, on top of  
burdensome US immigration rules which make it hard to 
obtain a work visa. Moreover, the different rules governing 
the accounting profession in different US states can add 
significant complexity: ‘Only licensed certified public 
accountants (CPAs) and registered CPA firms can provide 
certain accounting services under state laws,’ says Mat 
Young, vice-president for state regulatory and legislative 
affairs at AICPA. ‘Foreign accountants would not be able to 
meet these requirements unless they became US CPAs.’

In the EU, only members of  one body have this 
opportunity at the moment since theirs is the only one in 
Europe which has a mutual recognition agreement with the 
US, according to NASBA. This agreement is focused on three 
elements: education, examination and experience, which are 
not necessarily applied in the same way on both sides.

Members of  Chartered Accountants Ireland (CAI) who 
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‘The US and EU authorities are 
operating under comparable systems 
for the oversight of  auditors and audit 
firms, but mutual recognition is far from 
automatic,’ says Blomme. She adds that 
the TTIP could lead to an agreement 
that reduced the administrative costs 
and legal uncertainties created by the risk of  dual audits. US 
authorities would rely on the results of  the inspections by 
their European counterparts, just as the EU already does to a 
great extent between its own member states. Separate or joint 
inspections of  the audit firms could then be eliminated.

Finally, many hope that the TTIP negotiations will blow 
fresh steam into the convergence of  accounting standards. 
While the EU uses the International Financial Reporting 
Standards (IFRS) drafted by the London-based International 
Accounting Standards Board (IASB), the US still uses its 
own generally accepted accounting principles (GAAP). 

‘The Securities and Exchange Commission had 
undertaken to make a final decision on whether IFRS should 
be allowed or mandated for US-listed companies by 2011, 
though that deadline came and went and recent indications 
suggest that the SEC no longer necessarily envisages a 
future built around a converged reporting framework,’ says 
Missimore. The TTIP talks could underline the rationale for a 
common financial reporting language between Europe and the 
US, and so drive new interest in convergence. ‘A successful TTIP 
agreement could be the push the US needs to continue to work 

on convergence efforts with the final result being adoption of  
IFRS at some stage in the future,’ Missimore adds.

At the end of  the fourth round of  trade negotiations, held 
in Brussels in March, the EU and US chief  negotiators could 
not say whether talks on this particular issue had taken place. 
‘We are engaging in discussions to open the broadest variety of  
services to trade,’ says US TTIP chief  negotiator Dan Mullaney. 

 
Billions at stake
An analysis carried out by the Centre for Economic Policy 
Research at the request of  the European Commission shows 
that the free trade deal could add E120bn to EU GDP, with 
a gain of  E95bn for the US. These benefits would mainly 
result from eliminating trade barriers raised by different 
regulations on the two sides, which lead to duplication in 
testing, licensing and inspections, and other costly activities. 

The two negotiating teams are scheduled to meet for the 
fifth time before the summer in Washington DC to take the 
next step in ironing out their differences. ■

Carmen Paun is a Brussels-based journalist

▌▌▌US AUTHORITIES WOULD RELY ON THE 
RESULTS OF AUDIT INSPECTIONS BY THEIR 
EUROPEAN COUNTERPARTS, AND VICE VERSA
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MODEL PRACTICES
A recent ACCA-organised roundtable on corporate reporting in Dubai found a region 
ready to adopt integrated reporting and the benefits to value creation it brings

liked the idea, adoption would be a gradual process. Yet, 
suggested Fries, the Gulf  region has an opportunity to 
leapfrog other countries in adopting this reporting system.

The roundtable panel assessed the state of  financial 
reporting in the Gulf. On the panel were Fries; Fred Sicre, 
managing director of  investment company Abraaj Group; 
KPMG partner Andrew Robinson; Haythem Macki, partner at 
GrowthGate Capital; and Abdulla Mahmood, general manager 
of  marketing and corporate communication, RAK Ceramics. 
Moderating the discussion was Lorraine Holleway FCCA, 
head of  financial reporting at Qatar Shell and chair of  ACCA’s 
Global Forum for Corporate Reporting.

Sustainability awareness
KPMG’s Robinson said his firm conducts a corporate 
sustainability survey of  the largest companies in the markets 
where it operates. In 2012, the survey included the UAE 
for the first time. ‘Only 20 of  the 100 companies reported 
on sustainability,’ he remarked. ‘It is starting to grow, but 
it’s only a small representation. At the same time there is 
some excellent best practice. [Those] 20 companies had 
documented corporate sustainability strategies and targets – 
so a small but high-quality representation.’

Sicre agreed on the slow uptake but huge potential: ‘We’re 
facing a situation where companies are not always thinking 
about creating corporate value. This represents a great 
opportunity for the Pearl Initiative to highlight the benefits 
of  transparency, corporate governance and IR to those firms 
that are already thinking about these issues but have not… 
actually produced an integrated report. At the same time, 
at the Abraaj Group we see a strong propensity to abide by 
global standards in each of  the markets where we operate.’ 

Equally, he noted: ‘It’s important to ensure IR doesn’t 
come at the expense of  financial returns. Abraaj invests 
through the lens of  IR thinking, with a view to lowering costs, 
looking at new markets and creating value. The more we’re 
able to talk about concrete examples and the value this 
generates, the more adopters we will see.’

Mahmood added: ‘It’s very important to understand the 
concerns of  stakeholders and key decision makers within the 
organisation and clarify how IR will be of  benefit.’

Asked how regional businesses might react to the idea 
of  publishing both good and bad news, Macki cited recent 
bribery allegations among some listed companies in Oman. 
‘Because it was transparently reported in the media it didn’t 

W
hat is the value of adopting an integrated 
financial reporting model and how might Gulf 
Cooperation Council (GCC) companies introduce 
such a model into their overall strategy?

Such was the topic of  a roundtable discussion jointly 
organised by ACCA and the Pearl Initiative, a not-for-profit 
organisation set up to improve transparency, accountability 
and business practices in the Gulf. Held at the Grand Hyatt 
in Dubai, the United Arab Emirates (UAE), on 12 March, 
the event was well attended by financial professionals from 
across the region and internationally.

With traditional financial reporting being largely historical 
in nature, and sometimes accused of  being a limited 
sole measure of  company performance, the Gulf’s ever 
more sophisticated financial reporting sector is looking to 
integrated reporting (IR). This, it is argued, provides insights 
into an organisation’s value creation over the short, medium 
and long term, through assessing six types of  capital: 
financial, manufactured, intellectual, human, social and 
relationship, and natural. These measurements, it is thought, 
will give investors, customers, partners and other associates 
a deeper understanding of  the company’s business model 
and long-term drivers of  sustainable value creation, and how 
these fit into the organisation’s overall strategy.

These metrics form part of  the International Integrated 
Reporting Framework, launched in December 2013 by the 
UK-based International Integrated Reporting Council (IIRC), 
on which ACCA plays a key role, as does the Pearl Initiative.

As Jessica Fries, an IIRC board member and executive 
chairman of  The Prince’s Accounting for Sustainability Project 
(A4S), said at the meeting: ‘IR offers sustainable business 
for a sustainable economy. An organisation’s strategy on a 
fundamental level needs to be linked to broader society.’

Feedback from businesses participating in the IIRC’s pilot 
programme was that IR led 95% of  them to focus on the 
right key performance indicators (KPIs); presented 95% with 
a better view of  their strategy and business models; helped 
to connect teams and break down silos (in 93% of  cases); 
and improved internal processes and produced better data-
collection quality (also 93%), said Fries, whose project was 
launched by HRH The Prince of  Wales.

The event began and ended with an interactive session 
held by Imelda Dunlop, executive director, Pearl Initiative, 
on the value of  transparent IR and what the future uptake 
might be. The general consensus was that while companies 
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really affect share prices. A lot of  private companies have to 
report proactively and openly for reputational purposes.’

Robinson agreed it is not simply about issuing a report: 
‘Businesses are under constant scrutiny from stakeholders 
and the marketplace, and a company’s reputation can be 
destroyed overnight. There’s also been a generational change 
in many family-owned businesses in the region to adhere 
to best practices. They understand it leads to a lower cost 
of  capital, and the ability to attract both capital and talent. 
The primary point is that the board needs to have a strategy 
which includes the six capitals within the IR model.’

Mahmood identified social media as another driver to 
adopting a forward-thinking reporting model: ‘Organisations 
need to be proactively aligned to changing mindsets, and 
innovation is the key.’ At the same time, asserted Macki, 
companies of  a more entrepreneurial nature can be difficult 
to convince in terms of  adopting a more IR-driven model 
because of  the time the CEO needs to allocate to it. ‘This is 
why such an initiative has to be driven from the top,’ he said.

Within the business culture, particularly in a region with 
such a large proportion of  family-owned firms, transparent 
financial reporting is still not widespread. Less so is the 
openness for sharing both good and bad news – a key feature 
of  IR. ‘We’re talking about social values,’ said Robinson. ‘The 

culture [here] is very benevolent towards society, but when 
translated into the business environment there is too much 
focus purely on financial returns. When looking at ROI [return 
on investment], companies need to look at the six capitals.’

Julion Ruwette, UAE-based assistant manager, clean 
energy and sustainability services, EY, was optimistic, saying 
that while KPMG’s 2012 survey had only a 20% response 
rate in the Gulf: ‘In 2014, with all the sustainability initiatives 
being launched across the region, it will be double.’

As Fries asserted, the ambition is that IR becomes the 
norm, and replaces the more traditional annual reporting, 
helped by changing technology reinforcing a shift away from 
hard-copy reports prepared once a year. The jury is still out 
on how quickly Gulf  companies will adopt the IR model. But 
with its thirst for embracing international best practices, one 
could suggest a case for the region to be an early adopter. ■

Mark Atkinson, journalist based in Dubai

▲ GAUGING IR BUY-IN
(Seated left to right): Fred Sicre, Jessica Fries, Andrew Robinson, Haythem Macki, Abdulla Mahmood, Lorraine Holleway
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MOOC MAGIC
Massive open online courses have the potential to revolutionise university and 
professional education programmes, especially if they have real accreditation

university with large debts in the US and Britain, and many 
are failing to get good jobs. Poor-value education is also a 
drain taxpayers can ill afford at the moment.’ In the US the 
cost of  a university education has climbed by 72% since 
2000, according to educational organisation association the 
College Board. Meanwhile the average pay for an American 
with a bachelor’s degree has dropped 15%, the UK’s 
Institute for Public Policy Research has reported.

Yet cost savings would be a poor bargain if  quality 
plunged. Online advocates believe this won’t happen and 
that results could actually improve. For a start, the higher 
MOOC dropout rate appears to reflect the fact that most 
courses don’t lead to credits or formal qualifications. 
Bowen’s research suggests that when online and 
classroom courses are measured head to head – both with 
accreditation – the net-based classes perform just as well 
in terms of  test scores and dropout rates. 

Better still, online courses and MOOCs could eliminate 
low-quality teaching. ‘At present a brilliant professor can 
only teach, at most, a couple of  hundred students a day, the 
capacity of  a large lecture hall,’ says Tabarrok, who has set 
up his own online learning site for economics called Marginal 
Revolution University. ‘Now the very best educators can reach 
more students in a single day than Socrates, or any other 
great teacher, could have reached in a lifetime. Education 
would move to a more winner-takes-all system, with a few 
celebrity professors getting paid more like sports stars.’ 

300 million lessons a month
One illustration of  this star-effect has already been seen 
lower down the educational food chain, with the Khan 
Academy, which offers more than 4,000 mostly school-
level micro-lectures. ‘Since few maths teachers can match 
Salman Khan’s ability to explain concepts, they might 
just have students watch these online courses and then 
work through examples with them,’ says McCluskey. Khan 
Academy reaches about 10 million students a month, 
delivering 300 million lessons. 

The other reason to hope for superior outcomes from 
online education is that it makes lectures more easily 
assessable. ‘It is possible to use two different versions of  a 
lecture for different groups of  students and then measure 
which delivered the best test results,’ says Tabarrok. ‘Such 
randomised trials, which are hard to carry out in normal 
classrooms, can ensure that courses keep improving.’ 

E
very year advances in technology improve 
manufacturing productivity, lowering prices and 
boosting profits. Now a similar process might start 
to take hold in education. Internet-based education 

– and especially massive open online courses (MOOCs) – 
could sharply lower costs and raise quality.

‘It’s been over 900 years since Oxford was founded and 
almost 400 years since Harvard was set up,’ points out 
Alex Tabarrok, an economics professor at George Mason 
University in the US. ‘Yet there has been almost no real 
improvement in the productivity of  university tuition. It’s still 
a very labour-intensive business, with lots of  professors and 
expensive buildings.’ 

That is all about to change, he argues, with universities 
experimenting with online tuition. In the US, Georgia Tech is 
already offering whole programmes online, and FutureLearn, 
owned by Britain’s Open University, has partnered with more 
than 20 other universities to start offering online courses. 

ACCA recently announced it would offer an accredited 
business course via the FutureLearn MOOC, developed with 
academics at the University of  Exeter. Clare Minchington, 
ACCA’s executive director for strategy and development, says 
ACCA will give credit to those who complete the course and 
pass an exam – which will be invigilated at a FutureLearn 
centre. ‘So far, many MOOC courses have just been ends 
in themselves,’ she says. ‘Giving real recognition towards a 
professional qualification is therefore a very important step.’

Yet barriers remain. Most online courses are not 
accredited and so do not lead to degrees. With no tangible 
prize at the end, nine out of  10 students tend to drop out. 
The question is whether such courses can really enter the 
education mainstream. 

The economic incentives to make MOOCs work are 
powerful. Research by former Princeton University president 
William Bowen suggests the internet can cut the cost 
of  courses by between 37% and 57%. And that doesn’t 
include the savings from fewer buildings or the elimination 
of  travel time to them. What’s more, more students can be 
taught with almost no extra cost, since no new teachers or 
buildings are necessary. 

Such savings would be welcome after years of  rampant 
college price inflation. ‘The soaring cost of  university 
education has become a potential economic menace,’ says 
Neal McCluskey, an education expert at think-tank the 
Cato Institute in Washington. ‘Students are emerging from 
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More revolutionary still, artificial intelligence can be 
applied to online learning. ‘Systems are emerging that 
can detect where students are lacking knowledge or 
understanding, and guide them to materials that will fill 
the gaps,’ says Tabarrok. 

However, not all universities have much incentive to 
bring down costs, points out Vance Fried, professor of  
entrepreneurship at Oklahoma State University. ‘Unless 
colleges are losing students and money, they might not see 
the need to offer more value for money,’ he says. ‘At present 
there are not enough low-cost options to put pressure on 
conventional schools.’ Also, many students and parents see 
price as an indicator of  quality and so are willing to pay top 
dollar, even for mid-ranked colleges. 

That is changing, he says, but gradually. First the low-
cost options are increasing. In the US, Western Governors 
University, for example, offers entire degrees online that 
are good quality, while Grace College and Brigham Young 
University have been working to increase value for money. 
At the same time, as costs have risen, more students are 

opting for cheaper options. But the 
process may take years to filter through 
to mainstream education costs. 

It is also far from clear who will be 
the dominant providers. Contenders 
include EdX, a non-profit MOOC 
founded by Harvard and MIT. Yet 

prestige institutions might be hobbled. ‘The exclusivity of  
a Harvard degree would be compromised if  the university 
ends up offering too much content for free or making it 
available to less famous institutions,’ Tabarrok says. He 
believes reputable middle-tier universities are better placed: 
‘They will have excellent content and be less constrained 
about widespread distribution.’ This, he adds, could up-end 
the system. ‘Universities with massive distribution networks 
may be able to pay top dollar for the very best teachers.’ 

Even the most ardent proponents of  online education 
admit that change will come only gradually. But big changes 
could be around the corner. By 2020 education may be both 
lower cost and better quality. ■

Christopher Alkan, journalist based in New York

▌▌▌‘EDUCATION WOULD MOVE TO A MORE 
WINNER-TAKES-ALL SYSTEM, WITH CELEBRITY 
PROFESSORS GETTING PAID LIKE SPORTS STARS’

FOR MORE INFORMATION:

For more on ACCA’s partnership with FutureLearn, see 
the article in the ACCA section of  this edition
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@robyeung

TALENT DOCTOR: CHANGE
I recently coached a manager who had been told for 
years that he should listen more. It wasn’t that he 
didn’t understand what to do. It was that he had never 
managed to put it into practice. But when I taught him a 
straightforward technique, he managed it.

What would you really like to change about yourself? 
Maybe it’s to be more assertive during meetings, develop 
your political savvy or even change something in your 
personal life – to eat more healthily, for instance.

Whatever you want to change, here’s how you do it. 
I call it the ‘McPlanning’ technique for short, although 
in research circles it’s called mental contrasting with 
implementation intention planning.

Step 1: Imagine how it looks and feels
Whatever you want, begin by imagining how it would 
look and feel if  you were to succeed at doing it. Create a 
mental movie of  how you would appear. What would you 
be saying, doing and feeling? The more vividly you can 
imagine your words, behaviour and emotions, the greater 
your chance of  turning your goal into reality.

Step 2: Identify the biggest obstacle
Next, consider what might stop you achieving your goal. 
Common obstacles include a lack of  time or confidence. 
But only you know what the biggest block to you 
succeeding in a new behaviour might be.

My client, for example, confessed that the biggest 
barrier to listening more attentively was probably that 
he deep-down believed that he was usually right. So the 
obstacle was his attitude.

Step 3: Ask how likely you are to succeed
Now estimate your probability of  achieving your desired 
behaviour change.

Be honest. Is this something you will do or something 
that you’re probably going to give up on?

If  your answer is less than 75%, stop for a moment. 
You’re not setting yourself  up to succeed. Narrow your 
goal and try to do something smaller that you have a 
higher chance of  achieving.

The manager who wanted to improve his listening 
decided that becoming a better listener all of  the time 
probably wouldn’t happen. However, he could work at 
listening more in Monday morning team meetings. Just 
for the first half-hour of  that meeting, he vowed to absorb 
more of  what others had to say.

Thinking about this newer goal, he decided that yes, 
he felt 90% confident he could achieve it.

Step 4: Figure out your ‘if’ and ‘then’
Finally, turn your goal into an ‘if… then…’ statement. My 
client decided that during his Monday morning meeting, 
‘if  I feel the urge to speak, then I will write down my 
thought and wait for a gap in the conversation’.

Remember that small steps add up
You can’t change everything about yourself  overnight. 
But change one thing at a time and you may find that you 
can change rather a lot about yourself  over a period of  
months. What will you change first?

Dr Rob Yeung is a psychologist at leadership consulting 
firm Talentspace and author of over 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 would you like to change about yourself? Talent doctor Rob Yeung advises how to 
go about it. Plus, phrases to avoid on your CV and whether salaries are really on the rise
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BAD LANGUAGE
A recent survey by 
CareerBuilder found that 
HR and other managers 
are turned off  by certain 
phrases and clichés in CVs. 
‘Best of  breed’, ‘go-getter’, 
‘think outside the box’, 
‘synergy’, ‘value add’, ‘team 
player’ and many more were 
deemed a turn-off. Preferred 
terms included ‘achieved’, 
‘improved’, ‘trained/
mentored’ and ‘managed’.

The survey also noted that 
one in six employers spend 
under 30 seconds reviewing 
a CV, with the majority, 
68%, spending less than 
two minutes – this to assess 
a person’s work history, 
skillset and to garner a 
glimpse of  character. 

Well, if  you’re going to use 
‘best in breed’ in a CV, you 
deserve short-shrift.

ON THE UP
Is it finally alright to be 
genuinely, confidently 
optimistic about jobs and 
salary growth – without 
lingering scepticism or  
over-caution? 

According to a recent 
salary from Page Personnel, 
it would seem so. It found 
that 36% of  UK finance 
professionals expect their 
workforce to expand this 
year, a 5% rise on 2013. 

Some 72% of  finance 
professionals are also 
optimistic that organisations 
are able to increase salaries 
– that’s an 8% increase on 
last year and 5% higher than 
the wider industry average. 

Which all goes to show 
– if  there’s one thing that 
can always be relied on, it’s 
optimism ■

This page is compiled and 
edited by Neil Johnson, 
editor, ACCACareers.com

THE BIG BREAK 
MOHAMMED 
AL BUSAIDI ACCA

Mohammed Al Busaidi, a financial 
control adviser at BP in Oman, knows 
what it means to work at career 
progression. All ACCA members have 
to dig deep at times to find the strength 
to keep going, but few will have gone 
as far as Al Busaidi, whose road to 
membership included a 500km daily 
round trip to attend tuition. 

‘It was a very challenging time in my 
life,’ he says. ‘I had to compromise a 
lot of  social commitments. I was mostly 
dedicated to my study and work. I didn’t 
get much time to sleep as I often got 
home very late.’ 

If  you’re looking for a little inspiration, 
Al Busaidi’s ACCA story has plenty that 
hits the spot. Read our interview with him 
at www.accacareers.com.

How do you appease a disgruntled 
client? Know the expectations and exceed 
them with a high level of  professionalism.
What’s the first thing you look for in a 
potential employee? Positive attitude, 

as it is the main tool to gain all other 
required skills and knowledge.
How can you acquire new soft skills? 
Courses – be close to the masters in 
them – and reading and practice.

Al Busaidi’s top career tips

FOR MORE INFORMATION:
               

www.accacareers.com

THE PERFECT: AWAY DAY
Company away days – a chance to convene away from the office, to bond the team 
through ‘trust’ games, to network internally, learn about what other colleagues do, 

locate synergies and plan for the future, all without the interference 
of day-to-day duties. It’s a time for minds to fly through blue skies, 
build solidarity and plan for the future. 

Or, alternatively, an occasion for patronising 
and humiliating social experiments 

dressed up as ‘team-building’ exercises, 
with dull lectures by people with an 
inflated sense of  self-importance?

Of  course, companies aim for the 
former, but can end up with the latter. 
It’s all in the planning and making sure 
attendees are clear on the purpose and 

outcomes. An away day should be open 
and constructively critical, a time for honesty 
without reproach. It’s at such times that a 
company can learn more about itself  and the 
potential of  its staff, and vice versa. 

A good away day will illuminate the 
quotidian and highlight the inefficiencies and 

missed potential hidden in plain sight by the opaque 
normality of  everyday processes and routines.
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the one-page business plan 
that he has developed. The 
plan focuses on eight key 
areas: the business’s vision, 
purpose, values, promise, 
market space, USP, growth 
indicators and key actions. 

Know the purpose
The purpose of  a business 
is core to what its objectives 
are, so it’s important to 
ask why the business exists 
in the first place. ‘If  you 
haven’t asked that question, 
what is the strategy going to 
be about?’ Llewellyn-Davies 
reflected. ‘A lot of  people 
are building the wrong 
business. I’m an advocate  
of  building the right 
business, from the right 
point of  purpose.’ 

According to Llewellyn-
Davies, purpose consists of  
the following:
1 Passion. ‘If  we don’t like 

what we do, we should do 
something else.’

2 Service and values. ‘What 
is the true service and 
value that we’re giving to 
the world? If  we’re not 
giving service and value, 
the business hasn’t  
got longevity.’

3 Market opportunity. ‘This 
needs to be big enough 
that if  we have a passion 
for something, and we 
add service and value, 
then we can build the 
right business.’

4 Fiscal reward. ‘This needs 
to be large enough for an 

Back in 2007, Deri 
Llewellyn-Davies completed 
the legendary Marathon des 
Sables, a gruelling six-day 
ultra-marathon through the 
Sahara Desert. It’s widely 
considered the toughest foot 
race on earth.

Racing with Llewellyn-
Davies were a blind man 
and a man with one leg. ‘It 
made me realise that we can 
achieve anything in life,’ he 
told delegates at an ACCA 
UK event on lean business 
planning in February. ‘The 
relevance of  my adventures 
to business were uncanny. 
To achieve something like 
that you need strategy. But 
writing long business plans 
doesn’t help with strategy. 
You need to to plan quickly, 
adapt quickly and execute.’

Llewellyn-Davies, who 
is founder and CEO of  
business development 
consultancy Business 
Growth International, 
believes that the digital era 
has ushered in the ‘most 
exciting time in history’ 
for SMEs. ‘There are two 
billion people coming online 
over the next two years,’ he 
pointed out, adding that 
finance is the ‘centre of  the 
entire strategy piece’.

But he noted that 
numbers often baffle 
entrepreneurs, who like their 
finance people to explain 
figures to them in simple 
terms. That’s why having 
the company’s strategy 
summed up on a single page 
can be useful for finance 
people who need to create 
a business plan. It can also 
be effective for fundraising 
purposes, Llewellyn-Davies 
said. He himself  raised £6m 
over three months by using 

entrepreneur to build the 
lifestyle they choose.’

5 Exit strategy. ‘Exit is about 
the entrepreneur planning 
their departure and 
leaving a legacy.’

What is strategy?
Referring to a dictionary 
definition, Llewellyn-Davies 
defined strategy as ‘a plan 
for obtaining a specific 
major result’. He said sales, 
marketing, operations, 
finance and HR will all look 
at strategy from a very 
different perspective, as will 
people who are visionaries, 
so strategy needs to be 
viewed as ‘the whole 
element’, not as a sum of  
component parts. Many 

SMEs think they are being 
strategic when really they 
are being tactical, which he 
defined as ‘having a plan for 
promoting a desired result’. 
The critical word, said 
Llewellyn-Davies, is ‘major’. 
‘If  you do not start with 
“major”, you’ve probably got 
the wrong strategy.’

Strategy should address 
critical issues upfront and 
be a plan for a major result. 

It also has to be aligned 
to the business’s day-to-day 
operations. ‘You need to be 
able to execute it,’ Llewellyn-
Davies said. ‘If  you can’t, 
it’s a vision, not a strategy.’ 
The strategy needs to be 
stated simply, so it can be 
understood by everyone in 

▌▌▌HAVING THE COMPANY’S STRATEGY SUMMED 
UP ON A SINGLE PAGE CAN BE USEFUL FOR FINANCE 
PEOPLE WHO NEED TO CREATE A BUSINESS PLAN

One page fits all
Lengthy business plans don’t guarantee success for SMEs, 
strategy expert Deri Llewellyn-Davies told a recent ACCA event

BAD STRATEGY
Strategy expert Deri Llewellyn-Davies defines bad 
strategy as:

* Mistaking a goal for a strategy. A goal is the end 
destination. A strategy is the plan for you to get 
there.

* Failure to face the problem. Many businesses just 
stick their heads in the sand and think that they 
need to sell more when a key function, such as 
operations, may be broken.

* To-do list strategy. This is where people go away to 
strategy days or strategy meetings, talk tactically 
and come away with a big to-do list. A to-do list will 
never go away, it will just get bigger and it won’t 
achieve a major result.

* ‘Blue-sky’ strategy. While a blue-sky vision is 
important, it is exactly that: a vision, not a strategy.

* Fluff masquerading as expertise. A corporate mission 
statement is not a strategy. If  it doesn’t mean 
anything, it’s just fluff.
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the business, and divided 
into short-term, medium-
term and long-term goals.

Aligning vision, values, 
actions, business growth 
indicators and company 
promise to the purpose 
is the secret to creating a 
‘killer strategy’, emphasised 
Llewellyn-Davies.

Vision and values
A vision is better than 
a mission statement, 
according to Llewellyn-
Davies because it’s visually 
expressive and asks the 
question: ‘what does this 
look like?’

Values are what the 
business stands for. 
‘They mean something,’ 
Llewellyn-Davies said.  He 
explained that if  values 
come down from the 
board, and if  everyone 
else in the business lives 
by them, this makes for a 
harmonious organisation. 

When considering their 
values, businesses should 
remember that people are 
both their most valuable 
asset and their greatest 
expense, so the way in which 
they treat their people is key. 

Businesses also need to 
identify what their company 
promise is to all the 
stakeholders who come into 
contact with it. Everyone 
in the company should 
understand the promise 
because it’s powerful from a 
marketing perspective.

Words and actions
Three-year plans are 
commonly used as long-
term strategies, one-year 
plans as medium-term and 
one-month plans as short-
term. ‘When you map out a 
long-term strategy, bring it 
back to the now,’ Llewellyn-
Davies said. ‘Otherwise  
it’s futile.’ Great businesses 
combine the perspectives  

of  sales, marketing, 
operations, finance and HR 
in their strategies. 

Growth indicators
Business growth indicators 
are the core numbers that 
can be used to track how 
the business is progressing. 
They are also a measure of  
strategy. For the indicators 
to be effective, finance 
needs to work with sales so 
that it has figures to feed 
into an accurate, up-to-date 
cashflow forecast that is live 
and checked.

One-page strategy
Getting the plan to fit 
on to one page is where 
businesses move from 
strategic thinking to 
strategic execution. It is 

bringing the strategy alive. 
‘Strategy on a page is 
simple and engaging, and 
everyone in the company can 
buy into it,’ said Llewellyn-
Davies. ‘Everyone in the 
company should have a role 
that aligns to the strategy on 
a day-to-day basis.’ Typically, 
it takes three months to 
adopt a single-page business 
strategy with full execution 
extending out to six months.

In the fast-moving world 
that we live in, strategy-on-a-
page methodology is a good 
way of  reacting to rapidly 
changing market conditions, 
concluded Llewellyn-Davies. 
‘The moment you write  
a business plan, it’s out  
of  date.’ ■

Sally Percy, journalist

FOR MORE INFORMATION:

Business Growth International  
www.bgistrategyonapage.com/ACCA

BGI’S STRATEGY ON A PAGE

Vision

Purpose

Promise, market 
space, USP

Values

Long-term 
BGIs

Long-term 
strategy

Mid-term 
BGIs

Mid-term 
strategy

Key 
BGIs

Key 
actions
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▲ THE VALUE OF POLICING
A close examination of West Midlands Police’s O&P strategy 
helped put a value on its learning and development

* behaving in such a novel 
way that the customer 
experience is one of  
being cared for as if  they 
are truly loved.

So how does this matter in 
terms of  economic value? 
There are two main ways in 
which O&P strategy can  
add value:
1 offensively – through 

helping generate 
more sales and/or 
more margin, either 
directly or indirectly 
(offensive value).

2 defensively – through 
avoiding losing sales and/
or more margin, either 
directly or indirectly 
(defensive value).

Value through people 
In last month’s article I 
mentioned how Metrobank 
has placed a strong 

Last month, I looked at what 
is meant by organisational 
and people (O&P) strategy. 
This month’s article 
examines its impact on 
economic value, a key 
concern of the accountant.

I defined O&P strategy 
in the first article as: ‘the 
plans, programmes and 
intentions of  developing 
an organisation to meet 
its present and future 
competitive challenges in 
order to generate superior 
economic value’.

So O&P strategy is about:

* building distinctive 
capabilities 

* supporting growth

* ensuring that the 
organisation develops 
and changes to deliver 
the competitive strategy 
and accomplishes this  
at speed

emphasis on genuinely 
caring for its customers; 
the kind of  people it 
deploys, their style and 
behaviours are geared 
to create a very different 
banking experience. 
Here the O&P strategy is 
inextricably linked with the 
brand strategy. This should 
lead to acquiring new 
customers and increasing 
sales to existing customers. 
Word of  mouth should 
also reduce the need for 
marketing spend.

Where customer service 
is not good, then it is a 
certainty the economic 
value will be destroyed. For 
example, on my second 
wedding anniversary I was 
told about a restaurant 
that specialised in paella. 
I booked for two. The 
experience was damaged by 
the following:

* When we arrived the 
lady who welcomed us 
was unsure whether 

she worked there or not 
(apparently her shift 
hadn’t quite started).

* We ordered the wine only 
to be told that the list 
was the old one.

* We ordered what we 
thought was the ‘big 
paella for two’. The 
waitress took our order 
as ‘two paellas’. My wife 
wasn’t sure that this 
was correct. I was sent 
to check. It turned out 
this was a smaller paella 
with a free glass of  wine; 
when I asked about this 
the waitress said that 
I had ‘confused her’. 
I explained that I had 
gone by the menu and 
not by the offer that was 
written on a chalkboard 
outside and that they had 
confused us.

* At no stage did anyone 
ask ‘how is your food?’, 
only ‘are you done?’

* The tip was automatically 
added.

* No-one bothered to 
say goodbye.

I have not even mentioned 
the paella; even if  it had 
been the best in the country 
we wouldn’t be going back. 
In this case, the ‘product’ 
was almost peripheral; it was 
all about the experience, and 
it is largely people that make 
experience. Understand this 
and you  get a key insight 
into economic value.

Human acts
At bottom, many value 
drivers boil down to human 
behaviour. I would be 
amazed if  that restaurant 
was still open in a year’s 
time. Only the least 
discriminating customers 
will venture back – there 

O&P and economic value
In his second of two articles on organisational and people strategy, 
Dr Tony Grundy examines its effect on economic value
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won’t be regulars, nor 
positive word of  mouth, 
and they will need lots of  
‘special offers’.

The root cause of  this 
problem seems to have 
been the lack of  investment 
in hiring, training and 
motivating staff  to a 
sufficient level to come over 
as waiters and waitresses of  
a medium-priced restaurant. 
No doubt the owner has 
made a cost budget set 
in isolation from what the 

restaurant’s positioning is 
and its brand values, its 
marketing strategy, and the 
overall vision of  what the 
customer experience should 
be like.

So one of  the important 
lessons from these cases is 
that the HR budget should 
never be seen strictly in 
cost centre/cost control/ 
headcount control-only 
terms, but should be 
matched with economic 
value creation.

Another is that if  you 
try to achieve two rather 
different strategies at 
once – in this case, product 
differentiation and a low-cost 
strategy – it is very unlikely 
to work. In the desire to 
control costs, customer 
value is destroyed and you 
will feel this in lost sales and 
margins. Research suggests 
it is usually at least five 
times as expensive to acquire 
a new customer as it is to 
avoid customer attrition.

So O&P strategy needs to 
be managed strategically to 
generate economic value. The 
implications are as follows:

* Define your vision for 
the customer experience 
of  your products 
and services – linked 

to marketing and 
brand strategy.

* Identify the possible O&P 
resources that will deliver 
that – while minimising 
the cost (but not in an 
unenlightened way).

* Identify the specific ways 
in which that resource 
mix will add offensive and 
defensive value.

* Estimate the extra value 
that will add, and any 
extra costs entailed (eg 
training and processes, 

mentoring, team 
building, attracting and 
retaining talent, resource 
deployment and planning 
future capabilities).

* Draw up business cases 
to justify this.

In effect, people investment 
is not considered in isolation 
but as an inextricable part 
of  the whole ‘business value 
system’ – ie ‘the organic 
network of  value-creating 
activities that combine to 
generate much more value 
than the sum of  the parts’.

By ‘organic’ I mean 
‘growing’ and also 
‘dynamic’, in the sense 
that the ‘business value 
system’ is probably a more 
useful concept than just the 
‘business model’, which has 
more static connotations.

This is a multifunctional 
job and one that is not just 
the HR director’s role. The 
input of  the finance director 
is essential to target and 
estimate economic value. 
The rest of  this article 
focuses on just that.

Targeting that value
Let us take as a case study 
the UK’s West Midlands 
Police. Some years ago the 
director of  learning and 

▌▌▌O&P STRATEGY IS LINKED WITH THE BRAND 
STRATEGY. THIS SHOULD LEAD TO ACQUIRING NEW 
CUSTOMERS AND INCREASING SALES TO EXISTING ONES

development said to me: ‘I 
wish we could put a financial 
value on our learning 
and development.’ So we 
looked at emergency driving 
training, advanced murder 
investigation interview  
skills, and training in 
physical arrests.

As the time horizon for 
applying skills averaged 
about two to five years, there 
was no pressing need for 
worrying about discounted 
cashflow, so we worked 

in pure cashflow (officers 
moved on to other things). 
We developed a simple 
metric of  the ‘value-to-cost 
ratio’ (VTCR) as the net 
value of  cashflows over the 
benefit period divided by the 
investment cost. Without an 
exhaustive estimation of  all 
the value drivers we came 
up with ratios in the region 
of  8 to 20 (20 in advanced 
interview techniques; for 
murder investigations, which 
are extremely expensive, any 
shortening of  their time has 
huge cost savings).

Business case
This environment for 
assessing these intangibles 
was extremely challenging 
as data was sparse, officers 
were unused to thinking 
this way, and there was 
no real price mechanism 
for assessing the value 
the public would put on a 
better service or avoiding a 
worse one. Nevertheless, the 
business cases were solid. In 

the case of  physical arrest 
training, the (quantified) 
value drivers included:

* injuries to members of  
the public avoided

* injuries to police staff  
avoided (a big one)

* without full training police 
might be more hesitant 
about making arrests 
and this would affect 
public perception and 
undermine confidence; 
the force would pay a lot 
to avoid this

* without this training 
officers would not 
know the operating 
processes, so this could 
lead to complaints and 
higher costs

* defensive value. There 
was an ‘insurance value’ 
in reducing the chances 
of  serious injury/death; 
very rare, but damaging 
and costly

* without this training 
police officer attrition 
would be much higher.

These value drivers (and 
others) were a ‘value tree’, 
and for each one the value 
indicators were identified; 
ie types of  evidence that 
value had been created and 
these were either estimated 
using past data, expert 
opinion forums (‘Delphi’ 
sessions), or through ‘what-
if’ modelling of  what could 
go much better or go wrong, 
led by myself  and reality- 
checked with senior officers.  

This was challenging but 
exciting work and underlines 
how accountants can spread 
their wings in the quest for 
economic value. ■

Dr Tony Grundy is an 
independent consultant 
and trainer, and lectures at 
Henley Business School
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www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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Error-prone
Senior managers are often 
blissfully unaware of  the 
risks they take every time 
they rely on information 
from large spreadsheets. 
They generate a high level of  
errors, the most common of  
which are:

* Broken links or formulae. 
An individual might add 
or eliminate a row or 
column so that, when a 
group of  spreadsheets 
is rolled up, the master 
spreadsheet takes the 
wrong number from the 
one modified incorrectly.

*  Consolidation errors. 
Often, a spreadsheet 
will lock up or show 
a screen full of  ‘REF’ 
errors because it was 
not designed to handle 
a roll-up of  dozens of  
worksheets.

* Data entry errors. 
Entering the wrong 
number can happen 
in any process, 
but spreadsheet-
based systems often 
require information 
to be rekeyed, which 
can produce data 

Spreadsheets have no place 
in forecasting, budgeting 
and reporting routines. A 
spreadsheet is a great tool 
for creating static graphs 
for a report or designing 
and testing a reporting 
template; what it is not, 
and should never have 
been, is a building block 
for your organisation’s 
reporting, forecasting or 
planning systems. 

Rule of  100
If  you can build a 
forecasting, reporting 
or planning model in a 
spreadsheet and keep it 
under 100 rows, you can do 
so without much risk. But 
pass this threshold and you 
expose yourself, your finance 
team and the organisation. 

Forecasting requires 
a robust tool, not a 
spreadsheet built by an 
innovative accountant 
that no one can now 
understand. I always ask in 
my workshops: ‘Who has a 
massive spreadsheet written 
by someone else and prays 
before using it?’ You can 
see the pain in the instant 
response. 

Most people know 
that whoever built the 
spreadsheet was not trained 
in operational systems 
design. The workbook will be 
a collage of  evolving logic 
that only the originator has 
a chance of  understanding. 

Often, the main 
hurdle is the finance 
team’s reluctance to 
divorce themselves from 
spreadsheets. It has been 
a long and comfortable 
marriage, albeit one that has 
limited the finance team’s 
performance.

Beware of the spreadsheet
David Parmenter argues that the use of large spreadsheets for reporting, forecasting 
and planning should be abandoned because of their susceptibility to error

FOR MORE INFORMATION:

www.davidparmenter.com

www.davidparmenter.com/courses

NEXT STEPS
1 Log all spreadsheets used by the finance team that 

have more than 100 rows.
2 Identify tools that work well with your general ledger.
3 Make sure all members of  finance understand 

the weaknesses of  spreadsheets – email me 
(parmenter@waymark.co.nz) for a full list.

inconsistencies. A 
spreadsheet might use an 
out-of-date look-up table, 
or an entry might have 
been inadvertently or 
mistakenly overwritten.

*  Incorrect formulae. A 
subtotal might omit one 
or more rows or columns. 
An individual might 
overwrite a formula, 
believing their own to be 
more accurate, or use an 
outdated spreadsheet. 
Allocation models might 
not allocate 100% of  the 
costs, or use inconsistent 
allocation methods.

*  Poor version control. 
The use of  outdated 
spreadsheets is common.

*  Lack of  corporate office 
control. Many people 
in a business can use 
spreadsheets to create 
their own forecasts at a 
ridiculous level of  detail. 
This can lead, as a friend 
once said to me, ‘to 
the march of  a million 
spreadsheets’. ■

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

48 INSIGHT | MANAGEMENT AND STRATEGY

ACCOUNTING AND BUSINESS

www.davidparmenter.com
www.davidparmenter.com/courses
mailto:parmenter@waymark.co.nz


Equity accounting was 
originally used as a 
consolidation technique for 
subsidiaries at a time when 
acquisition accounting was 
considered inappropriate 
because it showed assets 
and liabilities not owned by 
the reporting entity. 

The equity method 
evolved as a basis of  
reporting the performance 
of  subsidiaries partly 
as it was seen as more 
appropriate than cost. 
International consensus on 
the equity method eventually 
led to an amended EU 
directive to require the use 
of  equity accounting for 
associates of  an investor. 
Some European countries 
questioned this amendment 
on the basis that it did not 
use acquisition accounting 
principles to account for 
subsidiaries.

What’s the point?
In short, equity accounting 
has a long history and is 
currently used to account 
for associates and joint 
ventures. However, IAS 28, 
Investments in Associates 
and Joint Ventures, does not 
state what equity accounting 
is trying to portray. Under 
the equity method, on initial 
recognition the investment 
in an associate or a joint 
venture is recognised at 
cost, and the carrying 
amount increased or 
decreased to recognise the 
investor’s share of  the profit 
or loss of  the investee after 
the date of  acquisition. 

Many of  the principles 
applied in the equity 
method are similar to the 
consolidation procedures 
described in IFRS 10, 

Consolidated Financial 
Statements. For example, 
under equity accounting, 
profits are eliminated on 
intergroup transactions only 
to the extent of  an investor’s 
interest. This reflects a 
proprietary perspective to 
consolidation, as opposed 
to the entity perspective of  
IFRS 10. 

Although IAS 28 does not 
specifically state that IFRS 
3, Business Combinations, 
should be applied to an 
acquisition of  an investee, it 
does refer to the acquisition 
accounting principles in 
IFRS 3. For example, IAS 
28 requires that goodwill 

relating to an associate or a 
joint venture is included in 
the carrying amount of  the 
investment. Amortisation of  
goodwill is not permitted.

Dual approach
Equity accounting reflects 
a measurement approach 
as well as a consolidation 
approach. For example, 
losses in excess of  carrying 
value are not recognised 
in most circumstances 
– after the investor or 
joint venturer’s interest is 
reduced to zero, a liability is 
recognised only to the extent 
that the investor or joint 
venturer has incurred legal 

or constructive obligations 
or made payments on 
behalf  of  the investee. 

The basis for conclusions 
in IAS 28 refers to the 
equity method as a way to 
measure an investment in 
an associate and a joint 
venture. Thus, questions 
can be raised as to whether 
equity accounting is a type 
of  financial instruments 
valuation accounting or a 
one-line consolidation. 

There are a number 
of  differences between 
consolidation and equity 
accounting that may give a 
different result, including 
acquisition costs and » 

Vexed concept
Uncomfortable questions are surfacing about the purpose and the 
nature of the equity method of accounting. Graham Holt explains

▌▌▌THERE ARE SOME DIFFERENCES BETWEEN EQUITY 
AND CONSOLIDATION ACCOUNTING THAT MAY GIVE A 
DIFFERENT RESULT, INCLUDING ACQUISITION COSTS

49EQUITY ACCOUNTING | TECHNICAL

ACCOUNTING AND BUSINESS

CPD
Get verifiable CPD units 
by answering questions 
on this article at:  
www.accaglobal.com/abcpd

www.accaglobal.com/abcpd


loss-making subsidiaries. In 
the consolidated financial 
statements, acquisition 
costs on a business 
combination are expensed in 
the period they are incurred, 
but included in the cost 
of  investment for equity 
accounting. The consolidated 
financial statements include 
full recognition of  losses 
of  a subsidiary, but under 
equity accounting an entity 
discontinues recognising 
losses once its share of  the 
losses equals or exceeds 
its interest.

Recent developments 
have helped preparers 
understand the thinking 
behind the equity method. 
In December 2012, the 
International Accounting 
Standards Board (IASB) 
published two exposure 
drafts for amending IAS 

the equity accounting used 
in an entity’s separate 
financial statements 
would be consistent with 
its consolidated financial 
statements. However, there 
may be a problem with 
investments in subsidiaries 
in areas such as impairment 
testing and foreign exchange.

There is some doubt 
about the objective 
of  separate financial 
statements, as they are not 
required in International 
Financial Reporting 
Standards (IFRS). In general, 
they are required by local 
regulations or other financial 
statement users. IAS 27 
points out that the focus of  
such statements is on the 
financial performance of  the 
assets as investments. 

IAS 27 does not mandate 
which entities must produce 
separate financial statements 
for public use. It applies 
when an entity prepares 
separate financial statements 
that comply with IFRS. 

Currently, financial 
statements in which the 
equity method is applied 
are not separate financial 
statements. Similarly, the 
financial statements of  an 
entity that does not have a 
subsidiary, associate or joint 
venturer’s interest in a joint 
venture are not separate 
financial statements. 

When an entity 
prepares separate financial 
statements, investments in 
subsidiaries, associates and 
jointly controlled entities 
are accounted for at cost 
or in accordance with IFRS 
9, Financial Instruments. 
Investments accounted for 
at cost and classified as 
held for sale are accounted 

28 – IAS 28, Equity Method: 
Share of Other Net Asset 
Changes, and IAS 28, 
Sales or Contributions of 
Assets between an Investor 
and its Associate or Joint 
Venture. The first dealt with 
how an investor should 
recognise its share of  
changes in net assets of  
an investee not recognised 
in comprehensive income, 
while the second dealt with 
the inconsistency between 
IFRS 10 and IAS 28 dealing 
with the sale or contribution 
of  assets between an 
investor and its investee. 

There appears to be 
significant diversity in 
the way the 
equity method 
is applied in 

▌▌▌AN ENTITY COULD ACCOUNT FOR INVESTMENTS IN 
SUBSIDIARIES WITH THE EQUITY METHOD, ASSOCIATES 
UNDER IFRS 9, AND JOINT VENTURES AT COST

practice mainly because of  
the two different concepts 
of  measurement and 
consolidation underpinning 
the method. The proposed 
amendments did not 
address this issue and 
were seen as a short-term 
measure. Respondents felt 
it was important for the 
IASB to establish a clear 
conceptual basis for the 
equity method. 

Separate statements
Some jurisdictions require 
equity accounting to 
be used in the separate 
financial statements 
of  the parent company 
for investments in 
associates, joint ventures 
and subsidiaries. IAS 
27, Separate Financial 

Statements, does 
not currently 
permit this 
as the 
option was 
removed for 
investments 

in separate 
financial 

statements 
in 2003. The 

IASB has been asked to 
restore this option and 
issued an exposure draft 
in December 2013 entitled 
Equity Method in Separate 
Financial Statements 

(Proposed amendments to 
IAS 27). The draft also 

requires the change 
to be applied 
retrospectively if  
the entity elects 
to use the equity 
method. 

Retrospective 
application for 

associates and 
joint ventures may 

not be a problem as 
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for in accordance with 
IFRS 5, Non-current 
Assets Held for Sale 
and Discontinued 
Operations. 

If  an entity elects, 
as permitted by IAS 28, to 
measure its investments in 
associates or joint ventures 
at fair value through profit 
or loss in accordance with 
IFRS 9, it has to account 
for them in the same way 
in its separate financial 
statements. At present, 
therefore, companies have 
to elect under IFRS to 
measure their investments 
in associates, joint ventures 
and subsidiaries either 
at cost or to treat the 
investment as a financial 
instrument. The proposed 
third option will lead to 
diversity in practice but 
perhaps more importantly, 
it raises the question about 
the nature and purpose of  
equity accounting. 

Respondents to the 
IASB exposure drafts are 
generally not in favour 
of  introducing accounting 
policy options in IFRS. The 

method is that it simply 
reflects information already 
given in the consolidated 
financial statements and the 
introduction of  additional 
accounting policy options 
reduces the comparability 
of  financial information. 
Further it is felt that the 
IASB should investigate 
current practice in countries 
with experience in applying 
the equity method before 
approving the change.

Sowing confusion
The proposals could be seen 
as creating confusion about 
the purpose and nature 
of  the separate financial 
statements. Apart from the 
single-line presentation, 
consolidation rules would 
apply, so additional 
questions are raised about 
the purpose and the nature 
of  the equity method. 

The IASB feels including 
this option in IAS 27 

would not involve any 
additional procedures 
because the information 

can be obtained from 
the consolidated financial 
statements by applying 
IFRS 10 and IAS 28. Under 
the present proposals in 
the exposure draft, an 
entity could account for its 
investments in subsidiaries 
using the equity method, its 
associates under IFRS 9 and 
its joint ventures at cost. 
The proposed amendment 
affects IAS 28, which makes 
it imperative to consider 
whether any consequential 
amendments reflect the 
intention of  the amendment 
to IAS 27. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
University Business School
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proposed 
change to 
IAS 27 will align 
the accounting principles 
across boundaries but 
some respondents feel 
that the use of  the equity 
method in separate financial 
statements is inappropriate 
because the proposed 
amendment lacks a 
conceptual basis. 

If  the main objective 
of  the proposals is to 
improve the relevance 
of  information, then the 
IASB should first clarify 
what the equity method 
purports to achieve. The 
basis of  the argument of  
respondents opposing the 
introduction of  the equity 
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and reported in the financial 
statements; however, it is 
usually reported historically 
and in a very different tone 
to that communicated to 
investors at the time the deal 
is clinched.

Disclosure of  the costs 
associated with a failed 
acquisition will be reported 

as exceptional items and 
thereby kept separate from 
the trading figures. These 
costs are generally poorly 
reported, even though they 
can have a significant and 
detrimental impact on 
profitability, shareholders’ 

In our daily life the chance 
of an 80% failure rate would 
deter even the bravest from 
involvement in a commercial 
opportunity. In broad 
terms this is the accepted 
statistic for mergers and 
acquisitions (M&As) that are 
successfully concluded and 
which then subsequently 
fail. This is actually an 
understatement, as deals 
are excluded if agreement 
is not reached and they are 
aborted during the process. 
By any measure, M&As are 
a high-risk activity. The 
lack of structured post-deal 
integration compounds this 
propensity for failure. 

So what role does internal 
audit play? M&A activity 
inevitably involves tangible 
and intangible elements. 
The tangible expenditure 
incurred will be identified 

funds and liquidity. 
Intangible costs such as use 
of  management time and 
other resources are generally 
overlooked or not reported. 

Internal audit should be 
involved in M&A strategic 
planning at the earliest 
possible stage. Many of  
the stakeholders involved 

are not experienced in this 
area, and this may be their 
one and only exposure 
to the M&A process. Due 
diligence is a high-cost, 
complex, intensive and 
prolonged process, with 
‘deal fatigue’ being a major 
reason for many deals 
failing to reach a positive 
outcome. Strong lines of  
communication between the 
parties and their advisers 
will be fundamental.

Reporting 
Currently there is a 
remarkable absence 
of  regulatory or 
statutory formats 
or even guidelines 
for the reporting 
of  M&A activity. 
An improvement to 
this is well overdue, 
as a successful or 
failed bid can have 

the most profound 
impact on the financial 

resilience of  the entities 
involved. The recent 

acquisition of  Autonomy 
by HP is an exceptional 
example of  a transaction 
which generated enormous 

financial and managerial 
consequences, resulting in 
significant diminution of  
shareholder value; the legal 
and regulatory ramifications 
have still to unravel over 
a year after the event. 
Stakeholders are increasingly 
aware of  the impact of  both 
successful and failed M&A 

activity, and it is proving 
to be one of  the drivers for 
the adoption of  integrated 
financial reporting. 

Rationale 
Exploring and challenging 
the rationale will provide a 
true test of  the integrity and 
independence of  the internal 
auditor. By way of  example 
this may involve one or more 
of  the following scenarios:

* If  the rationale for an 
acquisition is to remove 
a competitor from the 
market, then the question 
has to be asked as to 
whether the transaction 
is simply masking a 
failed marketing strategy 
or an underperforming 
sales force. This scenario 
may provide a short-
term improvement in the 
general perception of  
the current management 
team but in the medium 
to long term it may 
well exacerbate these 
underlying problems.

* The acquisition of  
intellectual property may 
be a tacit recognition of  
the failure to manage 

▌▌▌DUE DILIGENCE IS A HIGH-COST, COMPLEX, 
INTENSIVE AND PROLONGED PROCESS, WITH ‘DEAL 
FATIGUE’ A MAJOR REASON FOR MANY DEALS FAILING

Keeping a handle on M&As
Internal audit has a vital role to play in ensuring that mergers and acquisitions take place 
for the right reasons, run smoothly and have lasting benefit, explains Steve Bailey
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or invest properly 
in the research and 
development required to 
maintain a credible and 
competitive organisation. 
On a positive note, the 
acquisition of  a proven 
niche proposition can 
be very beneficial and 
is regular practice 
in, for example, the 
pharmaceutical sector.

* The combination of  
organisations to create 
economies of  scale and 
other synergistic benefits 
is a sound ambition. It 
does, however, present 
problems of  its own 
in merging diverse 
processes, practices, 
cultures and brands. If  
these issues are identified 
and managed in a timely 
manner the chances of  a 
successful acquisition will 
increase significantly. 

* The reward schemes in 
place for directors and 
senior managers are 
usually predicated on 
market capitalisation, 
revenue growth or 
profitability. If  this 
growth is achieved 
through the payment 
of  excessive goodwill 
or a premium on the 
value of  an acquisition, 
then shareholder value 
may ultimately be 
diminished. This will 
be compounded with 
the payment of  bonus 
or granting of  equity 
to the management 
team for securing an 
acquisition. Ultimately, 
the overstatement of  
balance-sheet values will 
be difficult to maintain 
and rectification will 
impact on the asset 
value, although this may 
occur after the departure 
of  the directors 
responsible for promoting 
or endorsing the deal. 

* It should be a constant 
concern to an internal 
auditor that the likely 

tenure of  a CEO or other 
board member may be 
much shorter than the 
anticipated long-term 
benefits of  M&A activity. 
Analysts may also place 
the board under pressure 
to achieve short-term 
growth which can be 
detrimental to long-
term success.

Culture 
The adage that ‘culture 
will eat strategy for 
breakfast’ is one that the 
internal auditor would do 
well to heed at all times 

A significant percentage 
of  acquisitions – there are 
few true mergers – involve 
a larger organisation 
embracing a smaller 
one. Each organisation 
will have its own 
different management 
styles, processes and 
incentives. This will 
bring significant 
challenges, and 
is often the root 
cause of  a failed 
acquisition.

An acquisition 
can be driven 
by the desire of  
the acquirer to 
benefit from 
what are seen 
as perceived 
advantages 
operating 
within 
the target 
organisation. 
This could include, for 
instance, the speed of  
decision-making, proven 
go-to-market strategies 
and more productive 
organisational structures. 
In this case it may be better 
to ring-fence and protect an 
acquired culture – especially 
if  it has positive attributes 
that could be ultimately 
beneficial to the acquiring 
organisation.

Cultural conflict can 
often be created through 
inappropriate or misaligned 

strategy. For 
example, it 
is common 
practice that 
an acquisition 
will involve a 
deferred payment 
to the acquired 
stakeholders. 
The terms of  the 
deferral can easily 
be in conflict with the 
strategic intention 
of  the acquirer. 
Instances of  this 
regularly occur when 
earn-out is based on 
net profit over a short 
to medium term. In 
this situation it may 
be beneficial for the 
vendor to reduce R&D 

investment or expenditure 
on marketing campaigns as 
this will improve net profit 
and thereby achieve their 
earn-out. This may well be 
in direct conflict with the 
strategy of  the acquirer, 
which requires maximising 
such expenditure to build 
longer-term brand value.

These conflicts should 
be identified and mitigated 
as early as possible by the 
internal auditor in order to 
maintain congruence and 
control potential damage. 

Motivation or 
demotivation is generally a 
binary state. A culture of  
mediocrity or ambivalence 
can easily develop if  this 
aspect of  M&A is not 
managed from the onset. 

Intellectual property
It is a regular occurrence 
during due diligence that 
both actual and potential 
intellectual property (IP) 
will be identified. This may 
include tangible assets 
such as unused patents 
or intangible assets such 
as data. The value or 
potential opportunity this 
presents may not have been 
recognised, realisable or 
understood by the vendor. 
Internal audit should 
actively introduce processes 
to identify and capture 
these potentially valuable 
assets. As these assets will 
not be tangible or feature 
in a balance sheet they 
are often overlooked in the 
due-diligence phase and 
can easily be missed.

Integration plan 
The most overlooked 
aspect of  M&A is 
undoubtedly post-deal 
integration. A typical 
scenario will have 
some or all of  these 
characteristics: 

* The deal has been 
signed, champagne 
consumed and 
advisers paid. » 
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business thereafter, or 
even if  they have the 
option to do so.

* New processes 
and practices will 
be introduced. 

* Differing cultures 
are being merged 
with potentially 
different goals. 

Internal audit should 
be actively involved 
in the planning and 
implementation of  the 
post-deal integration phase. 
This may be for a prolonged 
period as significant 
changes will occur affecting 
both parties.

Key elements of  internal 
audit’s engagement which 
may usefully be established 
as a separate project 
will include:

* Ensuring adequate 

* The acquisition team 
have gone back to their 
day jobs and the M&A 
team have gone onto 
their next project. 

* The acquired business 
has to ‘kick start’ as 
management will have 
been diverted from 
running the business 
during the all-consuming 
acquisition project.

* The vendors are focused 
on achieving the 
payments associated 
with the earn-out scheme, 
and are considering 
whether they would 
want to remain with the 

budgets are in place. 
These should have been 
included in the initial 
costing of  the acquisition 
rather than as a belated 
afterthought.

* Alignment of  the 
compensation and 
earn-out schemes with 
the development of  
strategic plans for the 
combined entity.

* Creation of  the multi-
function integration team. 
This will necessarily 
involve most, if  not all the 

functional units: finance, 
sales, IT, facilities, HR, 
R&D, marketing etc. 

* Delegation of  appropriate 
levels of  responsibility 
and authority to the senior 
managers of  the post-deal 
integration team. This 
should also include direct 
access to an independent 
board member or non-
executive director. 

* Monitoring of  the 
integration risk register 
and active mitigation. 

In conclusion, there is a 
real and pressing need and 
justification for internal 
audit to engage proactively 
with M&A planning and 
implementation. The 

potential impact of  an 
acquisition is significant 
and will require the prudent 
independent review that 
internal audit can offer. 
Considerable value is at risk 
during the integration phase, 
and the internal auditor has 
a vital role in conserving and 
enhancing that value. ■

Steve Bailey FCCA is founder 
of Merger Acquisitions and 
Integration and an ACCA 
Council member

▌▌▌INTERNAL AUDIT SHOULD ACTIVELY INTRODUCE 
PROCESSES TO IDENTIFY AND CAPTURE POTENTIALLY 
VALUABLE INTELLECTUAL PROPERTY ASSETS

FOR MORE INFORMATION:

Steve.bailey@mai-ltd.org, www.mai-ltd.org
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The growing demand for 
accounting professionals, 
the nature of global 
business models and 
the wide acceptance of 
international accounting 
standards have greatly 
increased the mobility 
of accountants around 
the world. We speak to 
Emree Siaroff, managing 
director, human capital, 
BDO Canada LLP, and 
global head of people at 
BDO International Limited, 
to gain his views on these 
and other critical factors 
that influence the ability 

to attract and retain 
talent, particularly for  
mid-tier firms. 

Siaroff  joined BDO 
Canada LLP as managing 
director, human capital, 
in 2008 and took up his 
additional international 
role in 2012. BDO 
International Limited 
is currently the world’s 
fifth largest network of  
public accountancy firms, 
providing advisory services 
in 144 countries, with 
more than 56,000 people 
working out of  1,264 
offices worldwide.

Going global
Ramona Dzinkowski talks to BDO International Limited’s chief human capital strategist 
Emree Siaroff about the war for talent and the benefits of working for a mid-tier firm 

Q: What are some of the 
key trends you’re seeing 
in terms of accountants 
moving between borders? 
A: It comes down to any 
given country and whatever 
processes they have in place 
to recognise international 
accreditations. It’s certainly 
more fluid between common 
groups of  countries. For 
example, if  you were to look 
at Commonwealth countries 
around the world, they have 
set up similar structures 
and backgrounds, which 
makes it a lot easier for a 
person to move from one 

to the other. You see a lot 
of  movement by Australians, 
South Africans, British and 
Americans. And again, those 
cultures tend to be looking 
for experiences abroad. 

Q: Where do you see 
the most opportunities 
internationally for  
mid-tier firms?
A: In general, there are great 
opportunities globally for 
people in this industry. That 
said, I think the biggest 
growth we’re seeing right 
now is in Asia Pacific as our 
profession follows the » 
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▌▌▌PEOPLE ENTERING THE PROFESSION TODAY ARE 
LOOKING FOR MORE, EARLIER – MORE RESPONSIBILITY, 
MORE INTERESTING WORK AND MORE EXPOSURE

rise and fall of  business 
in general. 

It’s also a function 
of  demographics on a 
country-by-country basis. 
In Canada, for example, if  
you compare the number of  
people turning 65 with the 
number of  people coming 
out of  schools, there isn’t 
enough talent emerging to 
meet workforce demands. 
Similarly, in countries like 
Japan, Germany, France, 
Britain, the US and Canada, 
there are ageing populations 
where increasing numbers 
of  retirees will increase 
workforce demand. Much 
of  it is pure demographics 
creating greater demand. 

Q: What sort of training and 
talent will you be looking 
for in the future? 
A: I see the technical 
requirements as the ‘given 
that you need to get in 
the door’, but not at the 
expense of  ‘soft’ skills. We 
will therefore be looking for 
individuals who are able to 
provide more holistic critical 
thinking and advice. If  you 
are a student thinking about 
the type of  education you 
will need, my advice would 
be to make sure you nail 
down the technical aspects 
but also ensure that you’re 
sharpening your thought 
processes, your interpersonal 
skills and your ability to 
communicate and to give 
presentations – don’t just 
look at the numbers, but look 
at what the numbers mean, 
and be able to give advice 
and insight. I also think 
technology is key. A lot of  
people entering the workforce 
now are technologically savvy 
and we can’t underestimate 
how important that is in our 
profession as well.

Q: What do mid-tier firms 
offer accountants? 
A: What we offer are the 
expertise and resources 
of  a national firm or an 

international network but 
with a service level that’s 
more personal, like a local 
firm. That means that an 
individual who comes to 
work for BDO can build 
close relationships with 
their clients, building on 
extensive knowledge of  
their businesses, as well 
as with partners and other 
staff. This makes a distinct 
impact: smaller client 
service teams, smaller staff-
to-partner ratios and a more 
supportive environment. 

I think you also have 
a better chance of  being 
acknowledged for the work 
you do by your peers, 
partners and clients. So, 
again, I think we offer the 
resources of  a big firm but 
the personalised attention 
and guidance offered by a 
smaller boutique practice. 

Q: When sourcing talent 
internationally, what 
characteristics are you 
looking for that might differ 
from what the Big Four want?
A: We offer an environment 
where starters are going 
to get more exposure to 

clients and be part of  
smaller teams. That means 
we need people who are 
extremely well rounded in 
their skill set. Clearly, if  
you don’t have the requisite 
technical knowledge, you’re 
not even at the table in 
terms of  an opportunity – 
that’s kind of  a given.

What we’re then looking 
for beyond that – and I 
can speak specifically here 
for BDO – is individuals 
who have the ability to 
communicate, interact and 
think on their feet because 
they are more than backroom 

staff  focused on crunching 
numbers. They’ve got to be 
able to work closely with 
their partners and team 
members and to think 
holistically about the client’s 
business and needs. At BDO 
you get a lot more exposure 
and are expected to be a  
self-starter, so you need to 
have the skills to handle that. 

Q: What career experiences 
are accountants looking 
for today compared with 
10 years ago?
A: Everybody is unique in 
what they’re looking for, 

but if  I was to take a broad 
brush to this, I think new 
accountants are looking for 
greater responsibility earlier 
in their careers. 

Historically, the career 
model was more about 
putting your time in. When 
you did that, you could 
then be promoted and 
ultimately get those broader 
experiences. 

In my view, people 
entering the accounting 
profession today are looking 
for more, earlier on – 
more responsibility, more 
interesting things to work on 

2012
Appointed global head of  

people, BDO International 
Limited, in addition to his role since 

2008 of managing director, human 
capital, BDO Canada LLP.

2011
Appointed board member, Canadian 
Employee Relocation Council.

2008
Appointed managing director, human 
capital, BDO Canada.

2001-2008
Xstrata Nickel (formerly Falconbridge 
and Noranda).

1999-2001
Director, human resources, the Mibro Group.

1992-1999
Human resources manager, Hudson’s  
Bay Company.

1992
Certificate in Human Resources 
Management.

1991
Graduated with BA from University of 
Western Ontario.

CV
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and more exposure, such as 
you get in firms like BDO.

Q: What are the biggest 
challenges in your role?
A: The war for talent. It’s 
only going to get stronger 
as the economy gets 
stronger. We’re consistently 
looking for people so, 
again, the big challenge is 
demographics and numbers. 
On top of  that, there’s the 
challenge of  finding people 
who have the skills that 
will allow them to interact 
effectively with their clients. 

There’s another challenge 
as well in terms of  getting 
people interested in the 
profession. In my view, 
over the last few years 
students have been shying 
away from accountancy 
or looking at other areas, 
such as finance related to 
banking and investment 
banking. That’s what’s 
keeping me up at night – 
how to stay on top of  that 
war for talent and stimulate 
interest in our profession 
going forward.

Q: What’s your strategy for 
winning the talent war?
A: The obvious answer is 
to create awareness of  
the value and career benefits 
of  working in a mid-tier firm 
as opposed to a boutique or 
much larger entity. 

Perhaps not all the 
students and individuals 
in the industry have a 
true understanding of  
the value that a member 
firm of  a network like BDO 
can bring to them in terms 
of  the exposure, experience 
and career progression. 
That’s one of  the reasons 
why we’re talking today – to 
get the word out that mid-
tier firms, and particularly 
BDO, are really a great 
place to work. ■

Ramona Dzinkowski is an 
economist and business 
journalist
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executive to Oman and 
followed by visits of  smaller 
Council delegations to other 
key markets for ACCA in 
the region – Bangladesh, 
Pakistan and Sri Lanka. 
These visits provided 
opportunities for senior 
ACCA representatives to meet 
with members, employers 
and other key stakeholders in 
those countries.

The Council meeting 
itself  featured discussions 
and decisions on a number 
of  important matters.

* Council unanimously 
approved ACCA’s strategy 
to 2020. Council believes 
that the strategy, which 
recognises that members 
are core to the existence 
of  ACCA and are at the 
heart of  everything we 
do, will create a vibrant 
future for ACCA and 
make an even greater 
contribution to the 
sustainability of  the 
global economy.

* In the shorter term, 
Council also approved 
the proposed budget 
for the organisation for 

Last month, for the fifth 
time since 2006, ACCA’s 
Council met outside the 
UK and Ireland. Following 
previous successful 
meetings and associated 
events in Kuala Lumpur, 
Beijing, Prague and Nairobi, 
March 2014 was the first 
time the Council meeting 
had ever taken place in the 
Middle East. 

A number of  events 
were arranged to coincide 
with the landmark Dubai 
meeting, including a forum 
on integrated reporting held 
jointly with Pearl Initiative 
(see article on page 38), 
a member recognition 
ceremony, meetings with key 
stakeholders and a dinner 
for members of  the UAE’s 
accounting, business and 
academic communities. 

A high point of  the 
visit was the signing of  a 
partnership agreement with 
the UAE Accountants and 
Auditors Association (AAA) 
(see panel article opposite).

The Council meeting 
was preceded by a visit by 
the officers and the chief  

Dubai landmark for Council

First ever Middle East meeting for Council sees key decisions taken on ACCA’s 
strategy, budget and public interest oversight arrangements

2014/15. Following a 
recommendation from 
a group of  committee 
chairmen, Council also 
approved achievement 
measure targets put in 
place to track ACCA’s 
strategic performance in 
2014/15.

* On a recommendation 
from its Governance 
Design Committee, 
Council approved a 
package of  changes to 
ACCA’s public interest 
oversight arrangements. 
The changes are designed 
to bring about a single 
oversight mechanism 
for all ACCA’s public 
interest functions, with 
the existing Regulatory 
Board sitting at the heart 
of  a new unified oversight 
structure consisting of  a 
Qualifications Board, an 
Appointments Board and 
a Standards Board.

* Council agreed to extend 
ACCA membership to 
eight senior accountants 
from China, Nigeria and 
Singapore, in accordance 
with the provisions of  
membership regulation 
3(f).

* Council received 
presentations on the 
prospects for ACCA in the 
UAE and the wider Middle 
East, North Africa and 
South Asia region.

* Council confirmed 
Brian McEnery as its 
preferred nominee 
for vice president 
2014/15. (The formal 
elections for ACCA’s 
officers will take place 
at the annual Council 
meeting immediately 
following the AGM on 18 
September 2014.)

Council’s next meeting will 
be held in London on 21 
June 2014. ■

FOR MORE INFORMATION:

A special edition of  Accounting and Business focusing 
on the Middle East and South Asia is available at  

www.accaglobal.com/ab
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which we hold in the highest 
regard, to further enhance 
the accountancy profession 
in the UAE.’ 

Ahmad Darwish, 
chairman of  the members’ 
advisory committee for 
ACCA UAE and head of  
AAA’s chartered accountants 
committee, said: ‘The 
excellent qualification 

eligibility for both AAA and 
ACCA membership. 

AAA and ACCA will also 
run joint events.

Al Muhairi said: ‘We 
are confident that this 
partnership is a milestone 
for the profession in UAE.’

Turner said: ‘We look 
forward to working closely 
with a professional body 

Strategic partnership
ACCA Qualification will form the basis of the UAE’s new 
national chartered accountant qualification

At an event patronised by 
His Excellency Sultan bin 
Saeed Al Mansoori, UAE 
minister of economy, 
the UAE Accountants 
and Auditors Association 
(AAA) and ACCA 
signed a strategic 
partnership to support 
the government’s drive 
to promote a chartered 
accountant qualification 
for UAE nationals.

The strategic 
partnership was signed 
by AAA chairman Saif  
bin Abed Al Muhairi and 
ACCA president Martin 
Turner (both pictured 
here), and witnessed by 
Mohammed Ahmed bin 
Abdul Aziz Al Shehhi, 
undersecretary at the 
UAE ministry of  economy. 

It builds on a 
memorandum of  
understanding agreed in 
November 2013 between 
AAA and ACCA.

As part of  the 
partnership, the ACCA 
Qualification will form the 
basis of  the new national 
chartered accountant 
qualification, which 
will be internationally 
recognised and confer 

introduced by this 
partnership will create 
new opportunities for 
future generations of  
Emiratis, enabling the 
UAE to further establish 
itself  as a leading 
financial services hub 
with highly qualified, 
globally aware finance 
professionals.’

▲ WOMEN IN FINANCE
The Dubai ceremony also saw 
ACCA chief executive Helen 
Brand present Cynthia Corby 
FCCA, partner at Deloitte and 
member of ACCA’s Members’ 
Advisory Committee in the 
UAE, with an award for leading 
ACCA’s women in finance 
initiatives

◄ FOUNDERS’ DAY
ACCA president Martin Turner 
presented awards to the 
Members’ Advisory Committee 
in the UAE in recognition 
of the commitment and the 
contribution they have made 
as founding members of the 
committee at a ceremony held 
in Dubai

◄ SRI LANKA VISIT
The participants in a 
roundtable discussion held 
with the Sri Lanka Association 
of Software and Service 
Companies (Slasscom) that 
took place during a visit to 
Sri Lanka held as part of the 
Dubai-hosted meeting of 
Council last month
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bases, Council members 
do not represent particular 
areas or functions; they are 
elected by the membership 
as a whole.

Candidates come from all 
parts of  the world and every 
sector of  the profession, and 
represent a wide range of  
senior positions. Long-term 
or technical experience is 
valuable, but so is proven 
ability to participate actively 
in strategic decision-
making. Council experience 
is not necessary but an 
understanding of  good 
governance is essential, and 
personal and professional 
integrity must be of  the 
highest standard.

Specifically, ACCA 
expects members to have:

* an ability to take a 
strategic and analytical 
approach to issues and to 
see the big picture

* an understanding 
of  the business and 
the marketplace

* communication and 
networking skills

* an ability to interact 
with peers and respect 
the views of  others

* decision-making abilities

* an ability to act in 
an ambassadorial 
role in many different 

As the governing body of 
ACCA, Council has a pivotal 
role. It has a wide-ranging 
remit that includes:

* ensuring ACCA operates 
in the public interest and 
delivers the objectives set 
out in its royal charter

* setting ACCA’s overall 
direction through 
regular approval of  
ACCA strategy

* ensuring governance 
structures are aligned to 
the effective delivery  
of  strategy

* engaging with members 
to explain and promote 
ACCA’s strategic direction

* acting on behalf  of  
all members – and 
future members 
(today’s students)

* providing an objective 
environment for the 
executive team to explore 
new ideas or challenges.

Council and the executive 
team collaborate to 
devise strategy, which 
is then approved by 
Council. Strategy delivery 
is the responsibility 
of  the executive team, 
with Council providing 
process governance and 
performance management.

Whatever their 
geographical or sectoral 

environments

* planning and time 
management

* a willingness to learn  
and develop.

Anyone wishing to stand 
must be nominated by at 
least 10 other members in 
good standing. Candidates 
should supply a head-and-
shoulders photograph and 
an election statement of  up 
to 500 words. They must 
also sign declarations of  
their willingness to comply 
with, and be bound by, 
the code of  practice for 
Council members.

From 2014, candidates 
may also produce a 
video in support of  their 
election statements. The 

videos will be posted on a 
dedicated section of  the 
ACCA website, together 
with the written statements 
and photographs.

Further information on 
Council service and the 
election process, including 
guidance on the production 
of  election videos and 
rules on the use of  social 
media during the Council 
elections, can be obtained 
at www.accaglobal.com/
ab62 or by sending an 
email to secretariat@
accaglobal.com quoting 
‘Council Elections’ in the 
subject box.

The closing date for 
submitting nominations is 
18 June 2014. ■

Elections to Council
Nominations are invited for members to stand for election to Council at the 2014 AGM

WHY I STOOD
ACCA Council members, 
including Dean Westcott, 
share their personal 
reasons for standing, 
how it has benefited 
them, and tips for anyone 
considering standing.

Find out what they 
are by watching the 
video at www.accaglobal.
com/ab62

62 ACCA | COUNCIL

ACCOUNTING AND BUSINESS

www.accaglobal.com/ab62
mailto:secretariat@accaglobal.com
www.accaglobal.com/ab62


prospective undergraduate 
students, working 
professionals without a 
background in business 
and anyone interested 
in entering the finance 
profession and seeking a 
route to ACCA membership.

The course will receive 
professional accreditation 
from ACCA and give 
exemption from Paper F1 
(Accountant in Business) of  
the ACCA Qualification. 

Learners who fully 
participate and pass 
the associated exam 
gain the opportunity 
to continue onwards to 
ACCA membership and a 
rewarding career in finance.

ACCA is working with 
the university partners 
of massive open online 
course (MOOC) provider 
FutureLearn to make 
learning content in 
accountancy, finance and 
business available online 
and free of charge. 

The first MOOC to 
launch as a result of  the 
collaboration will be called 
‘Discovering Business in 
Society’, developed by 
academics at the University 
of  Exeter.

Launching this 
September, the course is 
aimed at anyone interested 
in learning the principles 
of  business, including 

Simon Nelson, chief  
executive of  FutureLearn, 
said: ‘Our free online 
courses provide a valuable 
means of  supplementing 
professional knowledge, and 
also offer learners career 
options they might not 
previously have considered.’

Professor Robin Mason, 
dean of  the University of  
Exeter Business School, 
said: ‘We are very much 
looking forward to joining 
with ACCA and FutureLearn 

to be a part of  this new and 
exciting opportunity.’

ACCA chief  executive 
Helen Brand said: ‘ACCA 
has led innovation in the 
profession, starting with 
computer-based exams way 
back in 1998. Access to the 
accountancy profession is 
important to ACCA; one of  
our core values is that of  
opportunity – enabling those 
with ability to become a 
finance professional, with or 
without a degree.’ ■

ACCA offers MOOC accreditation
A free online course in business that has professional recognition and gives exemption 
from Paper F1 will be the first MOOC to emerge from a collaboration with FutureLearn

FOR MORE INFORMATION:

Sign up for the course at http://tinyurl.com/FL-DBS

See also our feature on MOOCs, page 40
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AIR PRODUCTS AND 
AVERIES RECEIVE  
ACCA CERTIFICATES
In recognition of  the 
quality of  support provided 
to ACCA members at 
the workplace, head of  
ACCA Malaysia Jennifer 
Lopez presented the ACCA 
Approved Employer – 
Professional Development 
certificate to Air Products 
Shared Services at a 
ceremony in February. 

Accepting the certificate 
was Francis Wong, Asia 
global accounting senior 
regional accounting 
manager, witnessed by 
Russ Flugel, corporate 
decision support and 
technical accounting 
director; Kris Schuster, 
global accounting 
director; Jordi Cruells, 
Asia global accounting 
director; and joined by 
ACCA members and 
students in the company.

At a separate event, 
ACCA head of  business 
relations Zaiti Waddell-Ali 

REACHING OUT TO SMPS
ACCA Malaysia and Talent 
Corporation Malaysia 
(TalentCorp) continued the 
quest to support employers 
in the up-skilling of  their 
employees via the Certify Me 
Now! programme. 

The second wave of  
announcements were made 
to the small and medium 
practitioners (SMPs) in 
Klang Valley, Kuching and 
Kota Kinabalu, reaching 
out to more than 200 ACCA 
members and employers.

This programme gives 
yet another avenue to fresh 
graduates with finance and 
accounting backgrounds 

◄ KEY SELLING POINTS 
Ang Wen How, ACCA’s 
business development 
manager, explained how the 
Certify Me Now! programme 
works to members and 
practitioners in Kuching

▲ RECOGNITION OF ACHIEVEMENT
(left to right) Zaiti Waddell-Ali, ACCA head of business relations; 
Lisa Lew, head of human resources, Amit Doshi, head of shared 
services, and Lim Ser Yong, tower lead – finance and accounting 
operations, all of Averis; and Ang Wen How, ACCA business 
development manager

Approved employers honoured
ACCA celebrates the support that two companies have given to ACCA members, as well 
as co-hosting a TalentCorp event to attract SMEs to the Certify Me Now! programme

working in SMPs to now take 
up the ACCA Qualification. 

In this programme, 
TalentCorp will bear 50% of  
the tuition fees. Only 200 
seats are available for this 
programme and we urge 
all interested employers 
and staff  to contact us at 
myinfo@accaglobal.com to 
find out more about applying 
for this unique fund. ■

presented the ACCA 
Approved Employer – 
Trainee Development 
(Gold) and Professional 
Development certificates 
to Averis. 
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Prepare for change
With new standards due to come into force, finance professionals in SMEs must ensure 
that they are ready – and ACCA is on hand to help, says Datuk Zaiton Mohd Hassan

The countdown has started 
for small and medium-sized 
enterprises (SMEs), and 
especially for accountants 
and finance professionals 
working in them. In 
February, the Malaysian 
Accounting Standards 
Board (MASB) issued a 
new financial reporting 
framework for private 
entities: the Malaysian 
Private Entities Reporting 
Standard (MPERS). 

All private entities 
shall apply the MPERS for 
their financial statements 
beginning on or after 1 
January 2016. It is word-
for-word the IFRS for SMEs 
issued by the International 
Accounting Standards Board 
(IASB) in July 2009 except 
for the requirements on 
income tax and property 
development activities. 

MASB chairman Dato’ 
Mohammad Faiz Azmi has 
said that the adoption of  
MPERS is partly in response 
to the recommendation by 
the World Bank’s Report 
on the Observance of 
Standards and Codes (ROSC) 
– Malaysia, published in 
2012. In it, the World Bank 
recommended a review 
of  the outdated Private 
Entity Reporting Standards 
(PERS), with changes based 
primarily on the needs 
of  the users of  financial 
statements and public 
interest considerations. 

It is certainly timely for 
Malaysia to move towards 
this latest financial reporting 
standard for SMEs, 
especially when we consider 
that the sector contributes 
some 55% to Malaysia’s 
gross domestic product. 
To date, more than 80 

countries have adopted the 
IFRS for SMEs or announced 
plans to do so. 

I strongly urge SMEs 
to prepare themselves. 
They cannot afford to take 
a knee-jerk reaction or, 
worse still, inaction. One 
way companies can do so 
is to ensure that a well-
developed finance team is 
in place. ACCA’s research 
has shown that SMEs with 
qualified finance talents 
tend to achieve faster, more 
sustainable growth while 
attracting new investors.

On the same note, finance 
professionals in the SME 
sector play a crucial role. 
According to our records, 
approximately 45% of  ACCA 
members in Malaysia are 
working in, or have worked 
in, the SME sector. ACCA 
members in this sector 
should take the leadership to 
guide your company through 
this adoption process and 
ensure a smooth transition 
in what is becoming 
a more competitive 
business environment. 

Today, the role of  the 
accountant in an SME 
setting goes well beyond 
the basics of  bookkeeping. 
Our role is vital in all the 
different stages of  an SME’s 
development. It goes without 
saying that SMEs whose 
finance professionals are 
well ahead in adopting the 
MPERS for their companies 
will be laying the foundation 
for future growth. 

The adoption of  MPERS 
is something that ACCA 
fully supports. We are 
well aware that this new 
framework was on course to 
be implemented in Malaysia 
and have endeavoured to 

bring ACCA members up to 
speed with it. To this end, 
ACCA launched the CertIFR 
for SMEs in 2013, a new 
certificate to support finance 
professionals working in 
and for SMEs to better 
understand the new IFRS 
for SMEs.

This programme 
will ensure that 
finance professionals 
understand how the 
IFRS for SMEs is used 
globally and how to 
use it in practice. 
It will also enable 
them to examine 
its requirements 
for the benefit of  
preparers, auditors 
and users of  
financial statements. 
The certificate, which 
provides CPD to ACCA 
members, is available 
on demand so it fits 
around people’s jobs 
and lives. 

With around 18 
months before MPERS 
comes into effect, 
finance professionals 
working for or 
servicing SMEs will 
have their work 
cut out in terms 
of  familiarising 
themselves with 
this new standard 
and preparing for 
its adoption. ACCA 
is happy to support 
our members in 
their efforts to 
be prepared for 
this change. ■

Datuk Zaiton Mohd 
Hassan is president 
of the ACCA  
Malaysia Advisory 
Committee
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ACCA innovates

The accountancy profession 
needs a modern, relevant 
and up-to-date syllabus 
for it to thrive on the global 
stage, says ACCA as it 
makes another improvement 
in its professional 
qualification.

A recent report from 
global recruitment company 
Randstad warned of  a 
potential future shortfall 
of  finance professionals 
in the UK. ACCA is also 
aware of  shortfalls 
elsewhere in the world, 
such as in Indonesia, where 
there is ample capacity for 
the profession to grow and 
to thrive.

Catherine Edwards, 
ACCA’s director of  
qualifications, said: 
‘To meet this capacity 
challenge, it is important 
that the profession meets 
the changing needs of  
businesses and other 
organisations. 

‘Employers regularly 

tell us what they need 
from the finance function 
or the wider accountancy 
profession; their feedback 
helps ACCA and its partners 
develop complete finance 
professionals who know all 
aspects of  the profession 
they want to enter.’

ACCA has developed a 
number of  ‘firsts’ for the 
profession, most recently 
with the sponsorship of  a 
massive open online course 
(MOOC) on business from 
FutureLearn, in partnership 

ACCA’s evolving syllabus meets the needs of future challenges for 
the profession and business
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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 

AUDITS NURTURE TRANSPARENCY
Public audit has a crucial role to play in both preventing 
ongoing waste of taxpayer money and boosting society’s 
trust and confidence about how governments spend public 
money, say the world’s audit chiefs in a new ACCA report.

Breaking out: public audit’s new role in a post-crash world 
gathers views from public auditor generals, academics 
and policy advisers from Bhutan to Scotland. They offer 
reflections about the role of  public audit in delivering 
accountability and improving public services, especially 
at a time when the private sector is increasingly involved 
in providing public services.

While emphases differ in the countries represented in 
the report, there is a shared view that public audit is a vital check on public spending. 
This is reflected in the report’s foreword by the Margaret Hodge MP (pictured), chair 
of  the UK Public Accounts Committee (PAC), who urges that public audit, and the PAC, 
needs to provide effective oversight of  the way government spends taxpayers’ money. 

The report can be found at www.accaglobal.com/public-sector

91
The number of ACCA 
offices around the world 
has now reached 91, 
with the opening of one 
in Myanmar. Kyaw Lwin 
Oo, deputy director at 
Temasek International 
College, has been named 
head of ACCA Myanmar. 
For more, go to www.
accaglobal.com/ab74

with the University of  Exeter 
(see page 63). 

ACCA has also enhanced 
the computer-based 
assessment for papers F1 – 
Accountant in Business; F2 – 
Management Accountant and 
F3 – Financial Accounting. 

New task-based questions 
enable students to tackle 
practical problems in a 
computer environment, and 
are also available for ACCA’s 
Foundation level exams, 
which are stepping-stones to 
the ACCA Qualification.

Indonesia has a shortfall 
of finance professionals
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