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THE ROUTES TO CFO
The paths to chief financial officer are many and 
varied, and there is no doubt that an ACCA Qualification 
helps on these journeys. Our cover feature this month 
features the senior vice president finance of the iconic 
and lavish resort, Atlantis The Palm in Dubai. Conor 
Lawler ACCA has had a career that has taken him far 
beyond his beginnings as a finance graduate in hotel 
management at Dublin College of Catering in Ireland.

He cites his ACCA Qualification and training as a great enabler to his career 
progression, giving him insights into subjects such as hedge accounting that 
he would not have necessarily otherwise encountered. Read our interview 
beginning on page 12.

We meet another ACCA member, Kathy Lui FCCA, as part of  our occasional 
series of  interviews with ACCA members who have met particular challenges 
in their career (see page 24). As CFO of  California-based global clothing 
manufacturer and distributor Kizan International, she is at the forefront of  supply 
chain risk management and analysis.

We turn to big data on page 54. It is transforming the way audits are 
conducted, but also posing a major challenge to existing standards and training, 
as well as systems and processes. The largest accountancy firms, for example, 
are making huge investments in data analytics. The theory is that analytics will 
provide a better quality audit that adds extra insights to the client.

Meanwhile, our focus feature this month (page 16) asks whether someone with 
a shared services background can become a CFO. With a growing number of  large 
corporates hiving off  their finance function to a shared service centre, will the 
changing career trajectories of  ambitious finance professionals coming up through 
the ranks mean that we’ll see the emergence of  a new type of  accountant whose 
skills can be redeployed in the corporate finance function? Only time will tell.

Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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▲ watershed moment
China’s Three Gorges Dam broke the world 
record for annual hydroelectric power production 
in 2014, generating 98.8 billion kWh

▲ baby blues
Japan’s population continues to shrink as 2014 
records the estimated number of newborn 
babies at 1.001 million – the lowest on record

▼ nigeria ‘most positive’
Laughing Nigerian children reflect the fact 
the country is the most positive about 2015, 
according to a WIN/Gallup International survey
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◄ testing times
Indonesian president Joko Widodo (l) with 
AirAsia CEO Tony Fernandes (r) after an AirAsia 
plane crashed en route to Singapore 

▼ picture imperfect
Fallout from the cyber attack on Sony Pictures continues, amid speculation of North 
Korean involvement in retaliation for the release of satirical film The Interview

▲ car scrap
Buying a car in India looks set to get more 
expensive with the government gearing up  
to scrap tax breaks on cars

▲ Droning on
Like them or loathe them, one of the biggest attractions at this 
year’s Consumer Electronics Show in Las Vegas were the drones
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thousands of  pages of  PwC 
documentation relating 
to clients’ tax affairs. The 
individual, reported to be 
a French national, has also 
been charged with breach 
of  confidentiality, violation 
of  trade secrets, money 
laundering and fraudulent 
access to an automated 
data processing system. The 
charges follow reports in 
media worldwide of  details 
of  alleged tax breaks secretly 
agreed by the Luxembourg 
government with several 
of  the world’s largest 
corporations, including 
Apple, Ikea and Pepsi.

LUXEMBOURG PROBE
Luxembourg is to be 
subjected to a full European 
Union investigation of  its 
agreements on tax with 
multinationals registered 
there. The EU will also 
consider all tax deals made 
by EU member states in 
recent years. ‘We need a full 
picture of  the tax rulings 
practices in the EU to identify 
if  and where competition in 
the single market is being 

VALUATIONS ‘DISTORTED’
Sir David Tweedie has called 
for greater consistency 
in how banks value their 
assets. The former chair of  
the International Accounting 
Standards Board, who is now 
chairman of  the International 
Valuation Standards Council 
(IVSC), told an audience at 
the City University of  New 
York that without clearer 
rules for valuations, global 
financial stability remains 
at risk. ‘We have a lacuna 
in financial regulation – the 
assumption behind the fair 
value accounting standards 
and regulatory capital is 
that the values used by 
institutions are comparable 
– it would seem that they are 
not!,’ said Tweedie. Under 
his leadership, the IVSC is 
trying to produce consistent 
metrics for banks’ asset 
valuations. See Sir David 
Tweedie interview, www.
accaglobal.com/ab/157

EX PWC WORKER ARREST 
A former PwC employee has 
been arrested in Luxembourg 
and charged with theft of  

distorted through selective 
tax advantages,’ said EU 
competition commissioner 
Margrethe Vestager. 
Investigations were already 
underway into Luxembourg’s 
tax agreements with Amazon 
and Fiat; Ireland’s with 
Apple; and Netherlands 
with Starbucks prior to the 
commissioner’s appointment 
in November last year.

EU TO SET UP REGISTER
The European Union is to 
create a centralised register 
of  company ownership in an 
attempt to crack down on 
tax avoidance and evasion. 
The register will record 
details of  owners, including 
trusts that generate 
taxable income and trust 
beneficiaries. The setting 
up of  the register will form 
part of  the latest anti-
money laundering directive. 
Details contained in the 
register will be available 
to members of  the public 
who can prove they have a 
‘legitimate interest’. Three 
member states – the UK, 
France and Denmark – 

intend to make their national 
registers fully publicly 
accessible. The directive 
will also include additional 
requirements for auditors 
and other professionals to 
report clients engaged in 
suspicious transactions.

CALL FOR ETHICS RULES
ACCA has urged financial 
regulators to integrate 
ethical principles in 
their work. A roundtable 
discussion organised by 
ACCA and attended by 
regulators, economists, 
academics, think-tanks, 
bankers and accountants 
agreed that to rebuild trust 
in the financial system, 
transactions need to have 
an ethical underpinning. 
Participants agreed that 
regulators need to create 
greater levels of  demand for 
ethical financial products 
and encourage a wider range 
of  providers offering ethical 
alternatives to traditional 
finance products such 
as loans and mortgages. 
Alternative providers that 
might be encouraged 
include community 
schemes, credit unions 
and innovative workplace-
based approaches. 

KPMG’S GLOBAL RESULTS
KPMG has reported full-
year growth of  6.3% in the 
year ending September, 
generating global revenues of  
US$24.8bn. Revenues grew 
by 10.1% in the Americas, by 
4.7% in the Europe Middle 
East and Africa region and 
by 3.8% in Asia Pacific. 
The highest growth in a 
single market was recorded 
in India, where revenues 
jumped 17.8%. They rose by 

News round-up
Sir David Tweedie calls for consistency in asset valuation, former PwC employee arrested, 
Luxembourg to undergo investigation and EU creates register of company ownership

ISLAMIC FINANCE PUSH
South Korea is aspiring to become a hub of Islamic 
finance in East Asia in competition with Japan, 
Hong Kong and Singapore, delegates at a World 
Islamic Economic Forum Foundation roundtable in 
Pyeongchang heard.

Camille Paldi, CEO of  the Franco-American Alliance 
for Islamic Finance, said that it could be a ‘natural 
progression’ for South Korea, one of  the major exporters 
to Islamic nations, to diversify its investments in this 
way. The nation has already taken many steps towards 
this goal, including tabling legislation, she said. Several 
Korean companies including GS Caltex, Korean Air, 
Hyundai and Samsung are reportedly exploring the 
possibility of  raising funds from the sukuk market.
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S YUAN EXTENDS ITS GLOBAL REACH

Fifty countries are now using the yuan for more 
than 10% of their payments value with China 
and Hong Kong (out of 161 that exchanged 
payments), compared with April 2013. Yuan is 
now used for 11.2% of total payments value, 
up from 6.2% 18 months ago, according to the 
SWIFT RMB tracker, which describes those 
that cross the 10% threshold as ‘crossing the 
river’. New countries to cross include Germany, 
Australia, Malaysia, Indonesia and Sweden. 
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11.1% in the Middle East, 
by 10.5% in Africa, 8% in 
the Association of  Southeast 
Asian Nations and 7.3% in 
China. Advisory revenues 
grew globally by 10.4%, tax 
by 6.1% and audit by 3.8%.

FEE APPOINTS KRIZ
The Federation of  European 
Accountants (FEE) has 
appointed Petr Kriz FCCA 
as president for a two-year 
term. Kriz is a PwC partner 
in the Czech Republic, 
a member of  the Czech 
Chamber of  Auditors and 
was FEE deputy president 

for 2013 and 2014. Kriz 
says his aim during his 
presidency is to win 
back public trust in the 
accountancy profession 
and ‘emphasise the 
valuable contribution that 
accountants and auditors 
make to the economy’.

PUTIN ADMITS CRISIS
Russian president Vladimir 
Putin has admitted his 
country is in the middle 
of  an economic crisis, but 
insists his government is 
handling it properly. In 
an address to the nation, 

Putin said the government 
is ‘definitely coping with 
the problems faced by the 
economy and the country as 
a whole in a worthy manner’. 
However, Russia faces a 
triple crisis. Energy revenues 
have plummeted because of  
sanctions and the collapse in 
global oil prices. The rouble 
halved in value against the 
US dollar last year. And 
consumer inflation was 
11.4% at the end of  2014.

EGYPT BEGINS RECOVERY
Egypt has begun a national 
economic recovery under the 

authoritarian leadership of  
new president Abdul Fattah 
al-Sisi. The country has 
been assisted by substantial 
investments from the Gulf  
states and Saudi Arabia, 
which have helped with 
national infrastructure 
rebuilding. The tourism 
sector is also starting to 
recover. The International 
Monetary Fund predicts that 
last year’s economic growth 
of  3.5% could rise to 3.8% 
in 2015. But the IMF urged 
the government to embed 
effective risk management 
in major infrastructure » 

SWIFT RMB Tracker, October 2014
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while mandatory audit 
rotation does not come 
into force in the EU until 
2016, ‘many companies 
are already beginning to 
rotate’. Audit fees have 
fallen by 20% to 40% where 
audits have rotated in the 
EU – though not in the UK – 
leading to PCAOB concerns 
about audit quality.

CSC SETTLES CHARGES
IT services company CSC 
is to pay the US Securities 
and Exchange Commission 
(SEC) US$190m to settle 
charges that it breached 
accounting regulations. 
CSC agreed to make the 
payment without admitting 
guilt. In a statement the SEC 
said that ‘the company has 
previously acknowledged 
certain historic errors 
and irregularities relating 
to accounting entries 
arising from the Nordics 
region, Australia, and the 
company’s contractual 

projects and to adopt a 
more flexible exchange rate 
management policy.

EGYPT STOCK SUCCESS
Egypt was the world’s best 
performing stock market in 
2014, with total returns of  
more than 30%, according 
to analysis conducted by 
the Financial Times. The 
country’s stock market 
valuations have more than 
doubled since the middle 
of  2013. Other strong 
performers were Indonesia, 
the Philippines and India, 
where stock valuations 
rose by 22.6%. The worst 
performance was on the 
Russian stock market, 
where values fell by 42.3% 
calculated in US dollars. 
Portugal’s stock market fell 
by 37.2% last year, while 
Austria’s dropped 29%.

IRS WARNS ON FIRMS
The US Internal Revenue 
Service has warned 
taxpayers against using 
rogue accountants to 
prepare their tax returns. 
‘Between tax law changes 
and tax scams circulating, 
it’s more important than 
ever for people who need 
professional assistance to 
select wisely and carefully,’ 
said IRS commissioner John 
Koskinen. More than 140 
million tax returns were filed 
in the US in 2013, of  which 
over half  involved payment 
to a return preparer. The IRS 
has established links on its 
website to help taxpayers 
find qualified accountants 
and tax professionals to 
prepare returns.

ROTATION CUTS FEES
Analysis conducted by 
the US Public Company 
Accounting Oversight Board 
(PCAOB) has concluded that 
audit firm tendering and 
rotation has had the effect 
of  reducing audit fees in 
Europe. PCAOB member 
Lewis Ferguson said that 

relationship with the UK 
National Health Service’.

SWISS NEGATIVE RATE
The Swiss National Bank has 
begun charging depositors 
0.25% to lodge money in 
its instant access accounts, 
called sight deposits. 
Switzerland has had to deal 
with a vast influx of  foreign 
money in recent months, 
in particular from Russia. 
Switzerland is seen as a 
safe haven for expatriated 
money, but the country has 
had difficulty in preventing 
the Swiss franc from 
appreciating substantially 
as a result. 

THE COST OF EBOLA
Sierra Leone and Guinea will 
be pushed into recession this 
year by the Ebola pandemic, 
the World Bank has warned. 
The cost to the two nations 
plus neighbouring Liberia 
will be significantly over 
US$2bn for the years 2014 

and 2015, calculates the 
World Bank. The countries 
have suffered a loss of  
investment, tourism income 
and services revenues. The 
bank has given Sierra Leone 
a US$30m grant to to help 
combat the crisis. See 
feature, page 40. 

IPOS REACH A HIGH
The first half  of  2014 
saw the highest level of  
European IPOs since 2007, 
according to PwC’s IPO 
Watch. However, investor 
engagement fell during 
the latter part of  the year, 
leading to several pulled and 
delayed IPOs. Despite this, 
PwC says the IPO pipeline 
for early 2015 looks strong. 
Total IPO valuations in 
Europe last year were around 
€50bn, compared with a 
combined figure of  €37.8bn 
for 2012 and 2013. ■

Compiled by Paul Gosling, 
journalist

TRENDS
IMPROVE YOUR TURNOVER
More than two-thirds of employers in 
Asia utilise the exit process to improve 
their businesses, according to a survey 
by recruiter Robert Walters.

39%
of  professionals spent an 
average of  three to four 
years in a job

44%
of  professionals 
felt that their exit 
interview process 
was worthless

63%
of  resigning professionals 
turned down a counter offer

85%
of  organisations know 
when an employee is 
about to resign

50%
of  professionals did 
not voice unhappiness 
before starting a job search

10 NEWS | ROUND-UP
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Dubai Dream
Conor Lawler ACCA has gone from Belgrade to Baku to bag one of the top jobs in 
hospitality as senior vice president finance of Dubai’s iconic hotel, Atlantis The Palm

2014 
Senior vice president finance, 

Atlantis The Palm

2010
Vice president finance, Atlantis The Palm

2005
General manager and CFO, Marketboomer 
International

2000 
Owner-manager of the 110-seater Kitty’s 
Bar and Restaurant, Arklow, County 
Wicklow, Ireland  

1998
FD roles at Hyatt Hotels in Dubai, Belgrade 
and Baku

1990
Area controller and hotel accountant roles 
at Forte Hotels, UK

When asked about his objectives and challenges  
in his role, he replies: ‘To develop more controls and a  
risk environment within the property.’ He wants to continue 
to drive the business forward in terms of  occupancy  
and profitability. 

He will also play a key role in developing Royal Atlantis, 
the second phase of  the overall property development. 
A three-year project planned for completion by the end 
of  2017, Royal Atlantis will have 800 bedrooms and 250 
apartments, and demand an investment of  US$1.4bn. It is 
the resort’s first residential venture and will offer properties 
for sale and for rent.

Lawler cites his ACCA Qualification and training as a 
great enabler to his career progression. ‘It has without 
doubt been key to achieving bigger and better positions,’ he 
says. He gained his Qualification relatively late in his career, 
aged 44, having initially graduated with a BSc in business 
management at Trinity College, Dublin. ‘In hindsight,’ he 
says, ‘I should have completed my ACCA training much »  

T
here is something of the fairy tale about the Atlantis 
The Palm resort in Dubai. An impressive and elegant 
palatial structure, nestling in the warm waters of 
the Gulf, it is one of the most recognisable buildings 

in a city with many wonders. Its senior vice president 
finance is Conor Lawler ACCA, whose career has taken him 
far beyond his beginnings as a finance graduate in hotel 
management at Dublin College of Catering, Ireland.

The 47-year-old Irishman not only has wide geographical 
experience but has also worked at every level in financial 
management; he was even a business owner, with all the 
valuable experience that brings. Despite all that travel, he 
still speaks with a lilting Irish accent, and conveys a wealth 
of  knowledge and experience, both as a finance executive 
and within the hospitality sector.

His work with the Hyatt International hotel chain between 
1993 and 2000 took him first to Dubai, then on to positions 
of  increasing responsibility in Belgrade in Yugoslavia, and 
Baku in Azerbaijan. They were experiences he clearly values 
within his career progression.

‘Belgrade was an interesting time,’ he recalls. ‘It was 
during the Bosnian war – a time of  hyperinflation.’ Being 
open to travelling is key to succeeding in jobs like his, 
he says. ‘Each location I’ve worked in has its own unique 
identifiers: Belgrade during the war; Dubai in 1993 at 
the start of  its pioneering growth; Baku, another huge 
development location and very much a cash-driven society.’

Running his own business
In 2000, he moved back to Ireland, to County Wicklow, to 
run his own business, Kitty’s Bar and Restaurant, in Arklow 
(he grew up in neighbouring County Carlow). It was a hugely 
important move, he says, that gave him an insight into 
all aspects of  running a company – not simply from the 
financial perspective.

In 2005, having doubled turnover and value, he sold 
the business to work for procurement hospitality company 
Marketboomer in Dublin before moving back to Dubai, this 
time to Atlantis The Palm. There, he currently oversees the 
hotel’s overall financial and logistical operations, as well as 
the more strategic aspects of  owner relationships, banking 
relationships and financing arrangements.

He oversees around 150 staff  – 30 cashiers, 50 in general 
accounting, 15 in procurement, and the remainder in areas 
such as logistics and inventory.

cv
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*‘Get qualified young. 
Qualifications are the most 
important thing.’

*‘Stay focused. Know where you 
want to get to, the experience you 
want to gain and the areas you want to 
specialise in.’

*‘Keep up with the latest technologies.’

*‘Maintain an open mind. We’ve seen 
booms and busts and we’ll see them 
again. The systems and contracts you 
devise need to be adaptable to scale up 
or down quickly.’

*‘Be open to travel. Each country has 
its own business methods, banking 
arrangements, laws and economic 
climates, which will bring you valuable 
experience.’

*‘Don’t be afraid to try things and take 
calculated risks. At some stage, owning 
your own business is a real insight into 
all aspects of running a company.’

development plans are to double the existing inventory 
by 2020. This target is across all star ratings. What 
makes Dubai’s hospitality offering even stronger is that 
it’s rightly perceived as a safe location in terms of  banking 
and inward investments from less secure parts of  the 
Middle East.’

On the other hand, with expats making up over 80% of  
the emirate’s total population, the lack of  locally trained 
professionals has always been a big issue in Dubai’s 
hospitality sector. Lawler says Atlantis The Palm employs a 
number of  expats, as well as Emiratis in key positions.

‘With a large proportion of  visitors from other Arabian 
Gulf  states, we plan to increase this in terms of  front-of-
house functions. There is a need to employ more Emiratis 
in the Dubai hospitality industry in general. In all cases 
we have robust training and development schemes, and 
also ensure security staff  go through local training with 
departments such as Dubai police and fire.’

In terms of  his management style, Lawler has taken his 
cue from what he believes are valuable leadership lessons 
from previous bosses over his financial career. ‘Some of  
the lessons that have stayed with me are to have a calm 
management style but at the same time be firm and keep 
things to the point,’ he says. ‘It is crucially important 
to keep a clear financial overview but also to work with 

earlier. I was prompted to do it by going for different 
positions and finding myself  up against ACCA-qualified 
people, which clearly gave them the edge. It has given 
me insights into aspects such as hedge accounting or 
purchase price accounting that I would not have necessarily 
encountered normally.’

So what would he say are his three greatest 
achievements? ‘My ACCA Qualification, my original degree 
and my family,’ he says. Married for 20 years, he has a 
16-year-old daughter whose education was a major reason 
for his return to Ireland to start his own business.

Hospitality hotspot
Dubai has forged a reputation as a world-leading destination, 
both for expatriate residents and tourists. It has a hugely 
developed and still burgeoning hotel infrastructure offering 
some of  the world’s most enviable resort properties, with 
service levels to match. There is fierce competition between 
many of  the top international hotel chains and a number of  
very high-quality and established regional brands. The city 
has consistently maintained around 15% annual growth in 
tourist numbers over the past few years.

Lawler says: ‘Everyone in Dubai builds to the premium 
end of  the market; what’s more, the five-star benchmark 
here is higher than in a lot of  cities worldwide. The city’s 

Built on Dubai’s man-made archipelago 
the Palm Jumeirah, five-star hotel Atlantis 
The Palm opened in September 2008. 
It is entirely owned by the government’s 
sovereign wealth fund Investment 
Corporation of Dubai, and managed by 
Kerzner International Management.

US$1.5bn
Initial investment in the hotel.

1,537 
Number of bedrooms, with 88% average 
occupancy rate.

3,200
Number of staff, including around 150 in 
general accounting, cashiers, procurement 
and logistics.

5m 
Number of food and beverage covers served 
each year.

1.5m 
Annual number of visitors to hotel’s onsite 
water park.
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operations and all other functions within the organisation 
to gain a real strategic understanding of  the needs of  the 
operation overall.’

He focuses more on encouraging an entrepreneurial and 
teamworking spirit for what he describes as the greater 
good of  the company: ‘To get people involved, develop their 
own thoughts and manage their own units – but within a 
predefined framework.’

The vision thing
There is, however, an ever present danger within the region’s 
financial sector – what Lawler describes as a tendency for 
financial managers not to see the bigger picture sometimes. 
He believes they should perhaps be taking their cue from the 
government’s Dubai Vision 2020, with its long-term plans for 
new developments and sustainability initiatives.

That said, a significant step has been the recent creation 
of  a local body focusing on the specific needs of  the 

accounting sector within the UAE. The 
already established UAE Accountants 
and Auditors Association (AAA) has 
partnered with ACCA to set up a new 
training and qualification standard. 
The UAECA qualification, as it will be 
known, will fully meet ACCA standards.

At Atlantis The Palm, the gearing ratio remains around 
50%. Lawler insists that his long-term aim is to further 
enhance the hotel’s financial structure by minimising 
interest and long-term debt. ‘We aim to develop all aspects 
of  the business and not just our rooms,’ he says. ‘Our 
22 food and beverage outlets, retail provision and onsite 
water park provide substantial revenue each year. We push 
the boundaries of  operating a complete resort and do 
things that other resorts don’t do. Supporting our unique 
resort offerings, we have dolphin and marine specialists, a 
veterinary team and water park specialists.’ ■

Mark Atkinson, journalist based in Dubai

For More inForMAtion:

More on ACCA’s strategic partnership with the UAE’s 
AAA at: www.accaglobal.com/ab151 

▌▌▌‘I was goIng for dIfferent posItIons 
and fIndIng myself up agaInst aCCa-
qualIfIed people, whICh gave them the edge’
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THE EVOLUTION 
OF THE CFO
Can fi nance professionals with a background in shared services go all the way to the 
top, or is fi nance transformation a graveyard for the aspiring CFO?

out, they become less accessible to aspiring future finance 
leaders. It then becomes a more deliberate choice to 
move into a shared services role, assuming it is even 
possible to do so. 

So what is the impact of  the shared services route on 
the finance professional’s career path? Do the finance 
transformation roles attract the best and brightest 
professionals who want to be CFOs? Or is shared services 
a graveyard for those whom the organisation believes 
add value, but who are not expected to achieve the top 
finance role?

A
s the finance function model evolves, businesses are 
having to come up with new ways to develop talent. 
The trend for global organisations to restructure 
the function by setting up shared service centres, 

or outsourcing to third parties, is changing the traditional 
pathway to top finance roles.

Established wisdom has it that CFOs, to be effective, 
need a rounded understanding of  every aspect of  finance. 
That could include transactional functions, business 
support and analysis roles, as well as central reporting. 
But if  those transactional functions have been separated 
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According to a recent ACCA report, 
Finance transformation roles: pathways 
to CFO, which examines the views of  
finance leaders and experts across 
a wide range of  sectors, careers in 
shared services seem to be underrated. 

‘Right now, a so-called urban legend 
positions finance transformation roles 
as a dead-end for those who want 
eventually to occupy the top finance seat at the executive 
table,’ says Jamie Lyon, head of  corporate sector at ACCA 
and co-author of  the report. ‘Perhaps that is because of  the 
relative immaturity of  the shared services finance model, 
or perhaps finance transformers just have not had time to 
reach the top; perhaps it is because organisations need to 
amend their view of  the capabilities now required to balance 
agility and risk, growth and compliance in increasingly 
complex market contexts; or perhaps it stems from a lack 
of  imagination.’ 

But individuals who take this route, according to Julie 
Spillane, managing director and global director of  finance 
excellence for Accenture Global Services, can gain valuable 
skills and experiences in an era when the CFO role has two 
distinct sides to it: strategy and investor relations on the one 
hand, traditional finance operational leadership on the other. 

‘Being able to navigate increasing business model 
complexity internally means responding to changing 
expectations – knowing how to deal with operations and 
the implications of  culture,’ she says. ‘Shared services 
experience is extremely helpful for this new generation of  
leaders.’ She explains that it helps develop the skills needed 
for operational leadership. 

Individuals who move into shared services can gain 
greater responsibility and greater access to global C-suite  
executives. Nigel Coffey, senior director of  finance process 
transformation at PepsiCo, says: ‘I spent 10 years as a 
country CFO and I never met or spoke to the global CFO. On 
my very first day in shared services I was presenting to the 
senior leadership team. As a shared service leader you get 
access to a much more senior layer in the organisation than 
you will ever get as an individual country CFO.’ »

▌▌▌ SKILLS HONED IN SHARED SERVICES 
ARE KEY TO BUILDING A STRONG FINANCE 
MANAGEMENT BENCH AND TOP-TIER TALENT
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counters of  old,’ says Andrew Bacon, head of  the EMEA 
shared services centre for Korean multinational Doosan 
Infracore. ‘Ask 100 shared services leaders and you’ll find 
that few aspire to be the traditional CFO.’ 

Indeed, some may be looking towards another top job 
altogether. ‘For somebody entrenched in finance, the move 
into a more operational role might be a good move toward a 
CEO role,’ Doosan says.

Whether it’s the shared services professional who needs 
to be persuaded of  the CFO job, or the board who need to be 
persuaded of  the shared services candidate, it’s looking like 
both could benefit from a strong fit of  skills and experience. ■

Sarah Perrin, journalist

Strategic vs functional
Nevertheless, roles in shared 
services are seen as less 
strategic, which could put them 
at a disadvantage as potential 
springboards to the top finance 
role. Coffey recalls: ‘When I 
was asked to go into a shared 
service and outsourcing [SSO] 
role my first reaction was, “you 
must be joking!” I called it the 
graveyard of  ambition; there’s no 
progression, no career.’

Peter Moller, a partner in 
Deloitte Consulting, cautions 
aspiring CFOs against 
overvaluing shared services 
experience. ‘Let’s not kid 
ourselves,’ he says. ‘Finance shared services leaders have 
limited experience moving up the finance value chain. 
Shared services operations by their nature are never going  
to be strategic.’  

Finance organisations most likely to see potential CFO 
talent among shared services pools are those with very mature 
– and successful – SSO models. Such organisations are 
consciously plotting career pathways through SSO operations, 
realising that skills honed there are key to building a strong 
finance management bench and top-tier talent. 

Sandy Khanna, vice president at IBM global process 
services, has seen organisations deliberately fast-tracking 
individuals into finance leadership through transformation 
or shared services roles because they value the business 
experience gained. ‘You’ll always find that the good finance 
leaders find great roles because they’re in demand,’ he says. 

Could it ultimately be that organisations wanting to 
appoint their CFOs from shared services backgrounds will 
have to do the persuading? ‘We don’t want to be the bean-

‘When it comes to selecting a CFO, I think the choice is a CFO who 
understands the numbers rather than understands the back-office 
functions. There is a snobbery in finance: the guys in the front of  the  
house – the planning and reporting side – think they know the business; 
they think the guys in the back office don’t really “get” the business.  
I think the guys in the back office often understand the business an awful 
lot better than the guys in the front.’

Nigel Coffey, senior director of finance process transformation, PepsiCo

front-office snobbery

‘What’s interesting now is the movement to global 
business services or GBS – aggregating all business 
delivery under one functional group. While traditionally 
finance shared services sat under the CFO, now the GBS 
head, often the former head of  finance shared services, 
is at the same table. As far as the executive committee 
is concerned, the CFO and the GBS leader are almost 
equals. It’s a different route; the finance shared services 
leader now says, “I’m not part of  the finance team. I’m 
going to run the business team separately while one of  
my many stakeholders is now the CFO.”’

Chris Gunning, vice president of global shared 
services, Unisys

finance out of its silo 

For more iNFormatioN:

Download the Finance transformation roles: pathways to 
CFO report from www.accaglobal.com/ab138
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Things that go bump in the night
What’s keeping corporate America awake in 2015? Ramona Dzinkowski sheds light on 
what will have the top finance chiefs in the US reaching for the indigestion pills this year

In an article I wrote for last month’s 
Accounting and Business, I looked at 
some of the issues keeping CFOs up 
at night in 2015 in three companies in 
very different markets.  

We went to India’s pharma sector, 
where double-digit growth was placing 
great pressure on one CFO to keep 
finding new quality sources of  private 
equity. That, plus understanding and 
implementing the new rules in the 
revised India Companies Act, will keep 
his midnight oil burning for many 
months to come. 

And we went to the retail clothing 
industry in the US, where investing in 
new marketing channels was a big part 
of  the CFO’s mandate, particularly 
given rising labour costs in emerging 
markets, and squeezed margins. This 
veteran CFO will also be keeping one 
eye open for the impact of  interest rate 
increases on input prices. 

Finally we went to a manufacturer 
of  industrial casters and wheels, 
where the top finance chief’s main 
concern was making sure his 
company stayed ahead of  the 
manufacturing technology 
curve while also ensuring it 
secured the best talent for the 
production floor. Keeping him 
up at night was the shortage 
of  trained production 
management professionals 
for his particular industry. 

From these diverse 
stories, I concluded that 
what was keeping CFOs up 
at night clearly depended 
on who you asked, and that 
remains the case. However, 
since the year always starts 
with projections, opinions and 
polls, here’s what CFOs in the 
US reckon will be keeping them up 
at night in 2015.

The earliest out of  the predictors’ 
gate this year is the US-based CFO 
Alliance, a group of  over 5,000 
senior finance executives across  
US industry. Its recent survey, 
completed in December 2014 by 

in dramatic contrast to how they think 
their home market is doing: 61% were 
strongly optimistic about the state of  
the US economy, an about-face from 
last year when only one in three were 
confident in their home market. 

Not surprisingly, with increased 
optimism for the US economy, many 
companies are expecting improved 
financial results. Some 79% of  
executives polled expected revenues to 
grow in 2015, 66% expected a rise in 
earnings, and 49% expected margins 
to improve.

To achieve their growth and revenue 
targets for the year, US companies 
will be more focused on the customer 
than anything else. CFOs are aligning 
their spending accordingly, and will be 
placing greater emphasis on gaining 
market share.  

The two main operational challenges 
CFOs will be addressing in 2015 
will be their companies’ ability to 
respond better to changing customer 
expectations and their ability to 
recruit and retain top talent. These 
two issues far outweighed concerns 
around other operational risk 
factors such as access to capital or 
information governance. 

Organisational culture will 
also be key to making it in 
2015, yet this is where there 
is considerable room for 
improvement. For example, 
while C-suite executives were 
on the same page about 
rolling out their corporate 

mission, a communication gap 
appears to exist throughout the 

lower levels of  their organisations.  
Finally, senior finance chiefs in 

the US will play a greater role in 
determining corporate direction, 
strategy and creating long-term 
shareholder value in 2015. ■

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

over 600 individuals and available at 
tinyurl.com/kxy92eo, reveals some 
interesting insights into the hearts and 
minds of  CFOs.

Most of  these senior US finance 
executives believe that the global 
economy is in poor shape at the 
moment and has deteriorated since 
last year. A whopping 74% showed 
little confidence in international 
markets, with manufacturers the most 
pessimistic – 81% said that overall the 
global economy remains weak. This is 
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Stemming the tide
Thousands of illegal immigrants die every year crossing the treacherous seas between 
Africa and Europe. Alnoor Amlani urges EU countries to take more shared responsibility

During the first half of 2014 the 
Middle East and North African region 
became the largest source of refugees 
in the world, displacing Asia Pacific, 
which has led for decades.

This is a significant shift driven 
mainly by the Syrian crisis, though 
according to the UNHCR Mid-year 
trends 2014 report, Somalia is 
currently the third largest source 
of  refugees, followed by Sudan. 
Afghanistan has been the main source 
for a few years.

Africa has been a consistent source 
of  both legal and illegal migrants to 
Europe due to the proximity of  the 
continents. The traditional and most 
dangerous route for illegal migrants 
is by overcrowded boats across 
treacherous seas. Currently over half  
of  all illegal migrants come to Europe 
by sea, according to European Union 
border patrol agency Frontex.

Data from the EU’s Migration 
Policy Institute shows that 
623,118 migrants reached the 
sea shores of  Europe between 
1998 and 2013; an average of  
about 40,000 per year – most 
of  them headed for Italy. 
However, though the flow is 
consistent, the risk 
of  dying during the 
journey increased 
significantly after 
2006, staying 
consistently over 
30 dead per 1,000 
crossing the riskiest 
sea migrant corridor in 
the world.

It is hard to estimate the 
number of  dead but advocacy 
groups working in the field say 
that around 10,000 migrants 
have died crossing the sea over 
the last couple of  decades.

Tragic incidents, such as the 
sinking of  a boat just one mile 
off  the coast of  Italian island 
Lampedusa in October 2013, 
which led to 366 migrants 
drowning, led to calls for action 

systems to reduce the numbers of  
their citizens fleeing their countries. 
It comes down to economics in the 
end; people will always move from 
bad economic conditions to good ones 
given the opportunity. The imbalance is 
the ultimate cause. 

But there are legal issues to 
contend with. Current legislation 
does provide protection for refugees 
and migrants, and requires that EU 
countries ensure that these people are 
actively rescued and not abandoned.

Article 1.3.2 of  the global Search 
and Rescue Convention of  1979 states 
that the result of  rescue must be ‘to 
retrieve persons in distress, provide for 
their initial medial or other needs, and 
deliver them to a place of  safety’. 

However, there is no legislation 
detailing where rescued migrants 
should be taken, so most EU countries 
simply send the illegal migrants back 
to their home country. In Australia 

there are designated holding areas 
for illegal migrants, who are only 
offered the ‘choice’ of  going back 
to their countries of  origin.

Perhaps as some have 
suggested, there is a need to 
legalise illegal immigration – 
but this would require more 

solidarity between 
EU countries. 
Article 80 of  the 
Treaty of  Lisbon 
requires solidarity 

and the sharing 
of  responsibility 

for illegal migrants, 
but so far this has been 

theory rather than practice. Without 
solidarity, shared responsibility and 
clear legal options for migrants the 
refugee problem between Africa and 

Europe can only get worse. ■

Alnoor Amlani FCCA is an 
independent financial management 
consultant in East Africa who writes 
regularly on social and business 
issues. He is also active in TV and 
film in Africa

by the EU and governments on both 
continents to stop the deaths.

Italy has already taken action by 
keeping vigil and mounting rescue 
missions. Other countries are working 
via the EU on joint initiatives.

On the African continent, countries 
such as Somalia, Eritrea, Nigeria and 
Central Africa will need to reduce 
poverty, improve their democracy 
and governance rankings, reduce the 
conflict and inherent instability in 
their societies and mend their justice 
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Fighting the forces of evil
In the war on money-laundering, in which people are suffering and dying, we finance 
professionals are on the front line, says ACCA president Anthony Harbinson

All too often, the issue of money laundering is seen as being remote from 
everyday life. It’s viewed as something that happens in 
corrupt regimes or in the more shadowy businesses at 
the fringes of society.

As finance professionals, we have a 
responsibility to support anti-money laundering 
initiatives – to report our suspicions and 
to help prevent this serious crime. But 
how often do we look at this as anything 
more than a form-filling process – as just 
something we have to do as part of  our 
professional status?

Last year, as chairman of  the 
Consultative Committee of  Accountancy 
Bodies (CCAB), the collective forum 
made up of  ACCA, ICAEW, ICAS, CIPFA 
and Chartered Accountants Ireland, I was 
proud of  the work we did to highlight the 
need for improvements to be made in the UK 
and Ireland’s anti-money laundering regime. 
This involved flagging up the risks presented by 
unqualified and unregulated accountants, as well 
as calling for a more joined-up approach between 
organisations.

In 2015, we want to build on that work by making 
all members of  society aware of  the threat posed by 
money laundering. Far from being a ‘victimless’ crime, 
money laundering funds terrorism; it buys bullets and 
bombs; it also enables human traffickers to continue to 
ply their evil trade, and for slavery to continue to thrive in 
the 21st century. People suffer and die as a result. Money 
laundering doesn’t recognise national boundaries; it 
affects everyone.  

If  this is a war, then we as finance professionals are 
on the front line, regardless of  the sector in which we 
work. This is why we will be working with the other 
bodies again to highlight the impact of  money 
laundering on society as a whole. We will need your 
help. We will be asking finance professionals 
for their experiences as well as talking to law-
enforcement agencies to join the dots between 
the act of  money laundering and what that 
money is used for.

I know that you will support this 
important initiative; it’s one about 
which I am passionate, and it’s one 
on which we must focus to help 
reduce the threat it poses to the 
global community. ■

Anthony Harbinson FCCA is director 
of safer communities in Northern 
Ireland’s Department of Justice
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Although my remit is 
finance-focused, I actually 
work in the marketing 
department. That might 
seem unusual – but 
my role is to support 
revenue generation and 
help safeguard and 
grow our market share, 
and that’s best-served 
by working alongside 
market-facing colleagues. 
My primary responsibility is for 
overseeing the evaluation of  potential 
new products and services, work 
that’s pivotal to successful execution 
of  our annual operating plan. From 
a technical perspective, it involves 
complex modelling, forecasting 
and benchmarking, but there’s 
a strong commercial aspect too, 
such as feasibility studies and 
analysis of  competitor activity so 
that our products and services 
remain appealing and sufficiently 
differentiated. I also prepare detailed 
feasibility studies and strong business 
cases for projects I’ve assessed and 
want to recommend to the board. 

Mobile telecommunications is a key 
growth sector for Sri Lanka. The 
government has been aggressively 
promoting global trade links, along 
with opportunities for inward 
investment from Europe, South 
East Asia and the Far East, factors 
contributing to high growth since the 
end of  the civil war. It’s a strategy 
that’s backed up with substantial 
investment in infrastructure, from 
transport and energy through to 
internet and mobile connectivity. I’ve 
always been passionate about working 
in a high-technology company and this 
job gives me cutting-edge exposure 
and challenges that provide an exciting 
backdrop to skillset development. 

‘ A ROLE LIKE MINE WILL ONLY WORK IF I AM 
OBJECTIVE’ AZAM AHAMED ACCA, ASSISTANT 
REVENUE AND MARKET PLANNING MANAGER, 
BHARTI AIRTEL, COLOMBO, SRI LANKA

Successful corporate 
marketing relies on the 
insights of finance teams. 
We operate in an industry 
that’s constantly evolving, 
and at a great pace too. 
Product managers and 
marketing executives are 
always keen to make a 
convincing case and get 
my backing before any new 
launches. Occasionally, this 

calls for tact and diplomacy. But a role 
like mine will only work if  I’m objective, 
looking at the data and stripping 
out factors immaterial to whether a 
potential launch will pay dividends.

Big Four training provided my career 
breakthrough. Joining PwC was one of  
the best decisions I’ve made, and there 
are correlations between my consulting 
role there and the work I currently 
undertake. At PwC, I focused on M&A 
activity, where many of  my clients 
operated in sectors that were new to 
me. Strict deadlines and high client 
expectations meant I became a quick 
learner, which has stayed with me.
 
There may be global skill shortages, 
but Sri Lanka has a stockpile 
of accountants. Finance is one 
of  the most popular subjects in 
higher education, and ACCA is the 
professional qualification of  choice. 
However, many people take their 
academic and professional credentials 
overseas, typically to the Middle East 
and Australia, and that impacts on 
supply. Economic growth has been 
creating more career opportunities 
in recent years, as companies here 
expand and international organisations 
establish themselves. But the job 
market is still highly competitive, and 
we may yet see shortfalls in talent as 
economic growth continues. ■

SNAPSHOT:
TELECOMS
According to telecoms 
research site Budde.com, 
there are now more mobile 
subscriptions than the global 
population. The sector also 
employs more people than 
any other in the world.

The big accounting issue 
facing the sector is the 
IFRS 15 financial reporting 
standard, issued in May 2014, 
which governs the recognition 
of  revenue from contracts 
with customers. The standard 
is intended to improve 
revenue recognition and top-
line comparability in financial 
statements globally.

Mariano Godino, director, 
assurance, products and 
services at EY, says: ‘Telecoms 
companies around the world 
are expected to face significant 
challenges in implementing 
the new standard, given that 
their existing systems will not 
always have all the necessary 
information to apply it.’ 

The standard is effective 
for annual periods beginning 
on or after 1 January 2017, 
with early adoption permitted. 
‘Companies can adopt it 
using a full or modified 
retrospective approach,’ 
says Godino.

3BN
A report from 
the International 
Telecommunication Union 
shows that at the end of  
2014 there were almost 3bn 
internet users.

The view from
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*‘Keep your knowledge of industry trends up to date.’

*‘Understand what the challenges are from the 
customer side of the demand/supply equation and what 

the changes are in your supplier environments.’

*‘Work closely with the supply chain to help it adapt to 
required changes in production cycles.’

*‘When you deal with analysis and forecasting, make sure you 
engage other departments and that all the stakeholders in the 
company understand your analysis.’

*‘Take charge of your company’s sustainability strategy for 
your supply chain in order to find competitive cost advantage 

while meeting compliance requirements.’

TI
PS

Stock of intelligence
Kizan International CFO Kathy Liu FCCA manages a complex global supply chain that 
has let retailers eliminate warehouse facilities and accelerated the order fulfilment cycle

When Kathy Liu FCCA joined Kizan 20 
years ago, she could have had no idea 
her career path to CFO would take her 
into pioneering arenas of production 
and distribution. Or that she would end 
up being the key enabler for expansion 
into China of the US-based clothing 
company’s various businesses. Or 
that she would ultimately oversee 
the development of new information 
management systems that would put 
Kizan at the leading edge of supply 
chain risk management and analysis. 

Kizan International is a global 
clothing manufacturer and distributor 
based in Brisbane, California, with 
operations in San Francisco, New York, 
Beijing, Dhaka and Hanoi. 

Founded in 1972, the company 
trades under the brand name Louis 
Raphael and specialises in the design, 
production and import of  menswear. 
Kizan’s products are sold by almost 
every major national retailer in the US. 
The company is known for its global 
sourcing in clothes manufacturing, 
with extensive relationships with over 
60 sewing factories and fabric mills in 
seven countries. 

A 24-year finance executive veteran 
in the company, Liu has first-hand 
experience of  the globalisation of  the 
apparel industry. 

Supply chain expansion
Kizan was a pioneer in developing 
fashion and textiles in China. In the 
early 1990s the company faced many 
challenges when exploring production 
opportunities in the region. ‘When we 
were first investigating manufacturing 
options, China had its door closed to 
foreign countries – totally no foreign 
investors and no business banking 
facilities,’ Liu recalls. ‘Visitors going in 

▌▌▌‘RetAILeRS CAn LOOK IntO OuR SyStem 
AS IF OuR InventORIeS weRe Owned by them, 
mInImISIng theIR Out-OF-StOCK RISK’

and out of  the country were scrutinised 
by the state. With my knowledge of  
Asian business practices, fluency in 
Chinese and the ACCA Qualification, 
helping Kizan establish its Asian offices 
was a natural fit.’  

Liu explains that doing business in 
China under an evolving communist 
regime first required establishing 
local relationships, and this meant 
understanding the local business 
culture. ‘Two aspects of  my training 
and experience were essential,’ she 
says, referring to what she learned 
from acting as a Chinese translator and 
as a lecturer in accounting. 

‘When we had meetings with 
representatives from textile mills 
and during visits to manufacturing 
facilities, or when business 
representatives visited the US, I would 
join them as a translator,’ Liu says. ‘At 
that time there were very few colleges 
in China teaching English in their 
business programmes, so most of  the 
executives from these organisations 
had very limited English. My ability 

to understand finance at a very high 
level and communicate details between 
languages proved invaluable.’ 

Second, Liu’s experience of  
teaching accounting in the US helped 
her network with Asian executives 
and gain a deeper understanding of  
Chinese business culture and practices 
that would help her negotiate in the 
Chinese environment. 

‘I happened to be a lecturer at 
a university in San Francisco where 
they offered a joint programme 
with organisations from China,’ she 
explains. ‘They would send their 
executives over to learn about US 
accounting commercial law and 
taxation.’ Back then commercial 
law and tax were foreign concepts in 
China. ‘They didn’t even really have 
a basic concept of  profitability since 
almost all enterprises were state-
owned,’ Liu adds. 

In the mix of  30 or so executives in 
the programme were managers from 
various industries and government 
agencies who were there to learn about 
capitalism. ‘Because of  my fluency in 
Chinese, I was able to take some of  
the intermediate accounting and tax-
related course material and translate it 
into Chinese so they could understand 
without too much difficulty, explains 
Liu. ‘With that, I was able to establish 
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some good relationships, which helped 
me to understand how I needed to 
work in their environment in China.’  

The benefit to Kizan of  developing 
these relationships with Chinese 
businessmen and government 
representatives became clear when Liu 
was given the job of  helping open the 
company’s first Asian office in Beijing. 
‘Building those first relationships 
through my teaching experience had 

some very direct benefits. To gain 
the trust of  Chinese businessmen, 
you have to be able to make them 
understand you and feel comfortable. It 
is important that they can trust you.’

As a result Kizan was able to 
create very solid relationships with its 
suppliers over the years, to the point 
where it was no longer required to 
hand over a letter of  credit in order 
for production to start. Nor did Kizan 

have to prepay a percentage of  the 
entire order. This became a significant 
financial advantage to the company. 

‘With such short lead times required 
in the industry, obtaining your letter 
of  credit is going to delay the whole 
process,’ explains Liu. ‘However, 
now our suppliers get paid when they 
put the goods on the ship coming to 
the US, which helps minimise our 
financial risk.’ »
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Supply and demand
Almost 30 years after making her first 
foray into new supply frontiers, Liu is 
today at the forefront of  supply chain 
risk management and analysis. As to 
how the industry has changed over the 
years, she explains that retailers have 
eliminated warehouse facilities and are 
pushing suppliers for faster turnaround 
in the order fulfilment process. 

‘This meant we’ve also had to 
evolve,’ Liu says. With an active 
footprint in more than 9,000 major 
US retailers, Kizan now specialises 
in servicing large-scale programme 
replenishment and inventory.  

‘We also have to understand how 
consumers’ purchase processes have 
changed with the addition of  a variety 
of  different channels, as well as know 
customers’ requirements and service 
expectations by channel,’ Liu says. 
‘All of  these different channels require 
different inventory management.’ 

This has also meant that Kizan 
has had to reassess its sourcing 

relationships to allow for greater 
flexibility and responsiveness to 
different trading patterns. ‘We now 
have different lead and production 
times, and provide different delivery 
methods,’ says Liu. ‘We must also 
show our ability to ship directly to 
online consumers.’  

In order to do all this, Kizan has 
built a highly sophisticated system to 
manage current and future inventory 
pipelines. It is supported by customer 
behaviour analysis, proprietary IT 
systems and precise forecasting tools. 
The company’s retailers are now able 
to synchronise their computer systems 
with Kizan’s so they can monitor 
inventory levels at the stores or in 
the distribution centres and respond 
quickly to low stock levels. 

‘We’ve also upgraded our inventory 
replenishment system because this is 
indispensable competitive advantage 
for us,’ says Liu. ‘Retailers can look 
into our system as if  these inventories 
were owned by them. This helps to 

minimise their risk to avoid being out 
of  stock or incurring extra inventory 
holding costs.’ 

However, she explains that Kizan 
also benefits from that service as it 
is now able to track a sale through 
and analyse purchasing trends in 
order to adjust its own purchase and 
manufacturing plan. ‘That is a new 
process that we are quite pleased 
with,’ she says.

Part of  Liu’s role as CFO in this 
new supply management environment 
is to work closely with the supply 
chain team to help it adapt to changes 
in production cycles. This includes 
finding appropriate credit facilities and 
methods to finance production. 

She also works with sales 
executives to reverse-engineer orders. 
‘For example, in many cases our 
sales executives come to me with a 
particular price that a retailer would 
like to charge for a specific item. So 
we have to start from the customer 
expectation of  price, do the reverse-
engineering to find a manufacturer, 
or a design and fabric that we can 
produce at a cost that will also provide 
acceptable profit margins for this 
particular programme.’ 

Her CFO function goes beyond 
core finance. She also supervises the 
IT team and drives workflow changes 
that might arise due to compliance, 
human rights, regulatory and legal 
requirements in the US and abroad. 

‘I also have to understand the 
constant changes and challenges 
from the customer and retailer 
side in order to provide flexibility 
and value,’ she adds. ‘Finally, I 
am responsible for developing and 
implementing sustainability strategy 
across the supply chain and I make 
sure that I live up to the sustainability 
expectations of  our retailers, regulators 
and customers.’ 

Liu considers this a continuous 
challenge given the ever rising internal 
and external costs in what remains an 
uncertain economic global business 
environment. However, she is confident 
that by working with the management 
team she will be able to unlock 
additional hidden value within the 
organisation to achieve a higher level 
of  financial performance. ■

Ramona Dzinkowski, economist and 
business journalist
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I head up a regional 
tax practice covering 
Thailand, Laos, Cambodia, 
Indonesia, Myanmar, 
Singapore and Vietnam. 
Our team comprises 
accountants and qualified 
lawyers, most of  whom 
have senior experience 
working in Big Four tax 
departments. DFDL’s 
business model reflects 
increasing demand for integrated 
legal and tax advisory services – such 
as M&A, international tax, transfer 
pricing, corporate tax and restructuring 
– across the region. Our strategy has 
always been ‘not to go where our clients 
go, but go before you go’, with plans 
to expand into the Philippines, Brunei 
and Malaysia in the coming months to 
complete our ASEAN footprint.

That coverage is essential for tailoring 
solutions to each country’s business 
landscape, legal framework and 
tax regime. Our clients range from 
Fortune 500 and FTSE companies to 
international law and accounting firms. 
Indeed, a number of  global firms often 
refer business directly to us because 
of  the local and technical insights of  
our tax people on the ground, many 
of  whom author, edit or contribute 
to country-specific tax guides and 
international journals.

The creation of the AEC (ASEAN 
Economic Community) single market 
this year will reinforce the region’s 
standing as a powerful world player. It 
will enable the free flow of  goods and 
services amongst 600 million people, 
creating unprecedented business 
potential. We’re experiencing a huge 
increase in cross-border activity from 
companies requiring a high degree of  
planning and coordination to capitalise 

‘ TRAINING LOCAL PEOPLE IS VITAL FROM 
A LONG-TERM PERSPECTIVE, ESPECIALLY IN 
EMERGING MARKETS’ JACK SHEEHAN ACCA, 
TAX PARTNER, DFDL, SOUTHEAST ASIA

on those opportunities. 
Factors such as the pace 
of  individual change will 
have an impact; Cambodia, 
Myanmar and Laos are 
still somewhat in transition 
to market economies, 
while Singapore is ranked 
global number 1 for 
doing business by the 
World Bank.

China’s growth has been good 
news for ASEAN economies. Take 
manufacturing: until recently, many 
Chinese and international organisations 
based all their Asian production in 
China. Today, with Chinese labour costs 
spiralling upwards, they’re more likely 
to look at Thailand or Vietnam; inward 
investment in the region has already 
overtaken China. Many companies 
now take a ‘China plus one’ approach, 
strategically safeguarding resources 
and controlling costs by operating in at 
least one ASEAN country too.

Nurturing talent should be a core 
strategy for all ambitious businesses. 
Many firms with cross-border 
operations rely on having expatriate 
specialists on board to call upon. 
However, training local people is 
vital from a long-term perspective, 
especially in emerging markets. 
Looking at finance and tax, we have 
more people studying ACCA than any 
other qualification, even amongst our 
legal teams. It means that people we 
support and train develop instantly 
transferable skills, particularly 
considering the high degree of  
technical analysis we require. So 
ACCA’s global model has proved 
invaluable not just for its members and 
their future marketability, but also for 
firms like us where clients demand in 
situ local expertise. ■

SNAPSHOT:
DIRECT TAX
Accountants specialising 
in direct tax help clients 
fulfil their tax obligations, 
and work with organisations 
and individuals to structure 
transactions and operations 
in a tax-effective manner, 
mitigate tax risk and comply 
effectively with tax laws.

‘Like most countries, 
Australia raises the majority 
of  its taxation revenue from 
direct taxation – wages, 
salaries, profits and payrolls,’ 
says Simon Wright, marketing 
director, CareersinAudit.
com. ‘Australian high-income 
earners will be targeted in 
the coming tax year to share 
the burden of  the country’s 
debt with the introduction of  
a Temporary Budget Repair 
Levy, while at the same time 
bringing back some social and 
health benefits for those on 
lower incomes. 

‘The proposed repeal of  
the controversial carbon 
tax and an increase in the 
nationwide Medicare levy 
will bring new regulations 
to the direct tax world. Tax 
accountants will need to stay 
on top of  these changes.’

9 AND 24
According to KPMG’s 
Corporate and Indirect Tax Rate 
Survey 2014, which analysed 
rates in G20 and OECD 
countries, nine countries 
had increased and 24 had 
decreased their corporate tax 
rate between 2012-14.

The view from
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Community spirit
The birth of the ASEAN Economic Community is the ideal opportunity to harmonise 
accounting practices across a group of countries at different stages of development

professionals. This cautious approach 
has been seen as an acknowledgment 
that accounting standards still vary 
widely in the bloc.

According to Tan-Torres, ASEAN 
member states can be organised into 
two categories: ASEAN’s founders 
(Thailand, Malaysia, Singapore, 
Indonesia, the Philippines, and 
wealthy latecomer Brunei); and the 
rest (Cambodia, Laos, Myanmar and 
Vietnam). ‘The two groups’ difference 
is readily discernible in the numbers,’ 
he says. ‘The emerging countries have 
fewer accountants, fewer guidelines, 
fewer systems and so forth. But the 
more developed ASEAN members and 
other development partners such as 
the World Bank are helping them by 
sharing experience and knowledge.’

Good time for partnership
Lee Fook Chiew, CEO of  the Institute of  
Singapore Chartered Accountants, is 
optimistic that this is a good time for 
ASEAN’s accountancy firms to expand 
by joining a network or partnering with 
local firms in other markets. Their 

With the Association of Southeast 
Asian Nations (ASEAN) aiming to 
establish its own European Union 
(EU)-style single market by the 
end of next year, the bloc has now 
signed off on a ‘mutual recognition 
arrangement’ (MRA) on accountancy 
services. The agreement aims to bring 
accounting practices to the same 
level of quality across the ASEAN 
zone, as well as aiding the mobility 
of finance professionals wanting to 
work across the new ASEAN Economic 
Community (AEC). 

This is no mean feat, considering 
that the 10 member countries have 
sharply contrasting levels of  economic 
development, ranging from a GDP per 
head of  US$55,182 in Singapore and 
US$38,563 in Brunei, to US$1,646 
in Laos and US$1,911 in Vietnam. 
The EU, by contrast, is a relatively 
harmonious bloc of  prosperity.

Regardless, this is a critical time 
to harmonise accounting practices in 
ASEAN. When the AEC launches on 
31 December 2015, capital flows in 
the region are expected to accelerate, 
greatly bolstering demand for high-
quality financial reporting, in turn 
boosting confidence among investors 
and the capital markets.

‘The AEC will remove investment 
barriers, and the more cross-border 
investment, the more cross-border 
accountancy services we will need,’ 
says Joel Tan-Torres, chairman of  the 
Philippines’ Board of  Accountants.

‘For example, there will be more 
Philippine corporations organising 
subsidiaries in Thailand, with the 
external auditors of  the parent 
companies then requiring assurance of  
the reliability of  the Thai companies’ 
records,’ he adds. 

The MRA, expected to take effect in 
January 2016, stipulates that, for a still 
undefined initial period, certified public 
accountants (CPAs) in one ASEAN 
country wishing to practise in another 
member state must partner with a 
local CPA, producing an auditors’ 
certification of  reliability for finance 

clients, he says, are likely to want to 
leverage the AEC and expand their 
operations regionally. However, he 
warns that, in some ASEAN countries, 
there is ‘a shortage of  qualified 
accountants needed to spearhead 
the adoption and adaptation of  
international standards to meet  
local needs’.

Another issue is the language 
barrier. ‘English is not a commonly 
used language in some of  the ASEAN 
countries, but many of  the global 
accounting standards are written 
in the language,’ Lee says. ‘While 
global accounting standards can be 
translated into local languages, the 
accuracy of  the translation could pose 
a concern; as a result, the availability 
of  useful application guidance in the 
local language to help the accountants 
in these countries is severely limited.’

Lee adds that the shortage of  
qualified trainers proficient in English 
could hit the quality of  training as well 
as hinder collaborations with overseas 
tertiary institutions and national 
accountancy bodies.

Meanwhile, in Thailand, the 
Federation of  Accounting Professions 
(FAP) predicts that in the initial period 
after the MRA’s implementation,  
the Big Four – Deloitte, PWC, EY  
and KPMG – will benefit from the  
freer flow of  finance professionals,  
as opposed to smaller local 
accountancy service providers that 
might find it too complicated to 
partner with foreign CPAs.

‘Deloitte, for example, will find it easy 
to transfer its professionals internally 
from one country to another,’ says FAP’s 
Saran Supaksaran. ‘But for a local audit 
firm, it would be difficult because, first 
of  all, you’d have to find a partner in that 
country and then register with the official 
body there.’

In terms of  the MRA’s second and 
final stage – which would drop the 
requirement for separate licences 
for domestically regulated services 
– Supaksaran envisages that finance 
professionals from the Philippines, 

ASEAN GDP: A 
wiDE PiCTurE
The wealth of ASEAN countries 
is widely divergent, especially 
for a free trading bloc. Here 
are World Bank assessments of 
member countries’ national GDP 
per capita for 2013:
 
Singapore us$55,182
Brunei us$38,563
Malaysia us$10,514
Thailand us$5,779
Indonesia us$3,475
Philippines us$2,765
Vietnam us$1,911
Laos us$1,646
Cambodia us$1,008
Myanmar* us$824 

*2012 figure
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with their strong English skills and 
accounting knowledge, are likely to 
move to Singapore. ‘By contrast,  
the difference between the 
compensation in Thailand and 
Singapore will likely not be large 
enough to attract many Thai 
accountants, while Singapore’s strict 
work style might function as an 
additional deterrent to them.’

Building awareness
Tan-Torres cautions, however, that 
although the Philippines produces 
‘3,000 to 5,000 accountants per year,’ 
there still is a lack of  awareness in the 
country about the MRA. Accountants 
looking for foreign jobs are therefore 
unaware of  regional opportunities, 

▲ time to celebrate 
Chinese dancers perform in Yangon, 
Myanmar as part of China Guangdong 
Culture Week in ASEAN. The ASEAN 
Economic Community will be in place 
from 31 December 2015

▌▌▌‘people are very cautious about  
the triumphant rhetoric around the 
goals of economic integration’

opting instead for traditional career 
destinations such as the US, the 
Middle East and Europe, he says.

Manos Schizas, former senior 
economic analyst at ACCA, agrees 
that efforts need to be made to 
inform ASEAN’s accounting sector 
about the reforms. A recent survey of  
ACCA members in the region found 
that ‘there’s not a huge amount of  
awareness among finance professionals 
about the AEC reforms,’ Schizas says. 
‘And, where there is awareness, people 
are very cautious about the triumphant 
rhetoric around the goals of  economic 
integration. They tend to think of  this 
as a medium-term project that could 
take 10 years to bear any fruit.’

Even in regions of  the world where 

there has been deeper economic 
integration, this ‘doesn’t necessarily 
lead to transferability of  qualifications’, 
he adds, citing failures to overcome 
professional mutual-recognition  
red tape in the EU and even in the US, 
where states maintain special rules 
allowing finance professionals  
to practice. 

‘Although mobility of  labour 
is meant to be considered one of  
the chief  benefits from economic 
integration in ASEAN, you have to see 
the skills side of  this as a long-term 
project,’ he says. ‘High-skilled visa 
regimes are relatively quick in the 
region already; you already have a  
fair amount of  accommodation in  
that area.’ »
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▲ moving forward
Delegates attend an ASEAN meeting 
in Myanmar in June 2014. The ASEAN 
Economic Community aims to enable 
finance professionals to move freely 
across the 10 member states

what do acca members think?

* ACCA surveyed 291 members about the ASEAN Economic Community 
(AEC); 165 were in Malaysia, 85 in Singapore and 23 in Vietnam, with 
small numbers polled in the other countries.

* Only 12% of  respondents were fully aware of  the AEC goal of  achieving 
regional economic integration by December 2015.

* Almost half  – 49% – of  survey subjects understood only ‘a little’ of  what 
the AEC planned to do; 20% did not understand it at all.

* Where respondents had a view, 30% thought narrowing the development 
gap between ASEAN and the rest of  the world was among the three most 
important AEC deliverables.

* Regarding other goals, 27% of  respondents highlighted the free flow of  
skilled labour; 25% the free flow of  investment; 24% free flow of  goods; 
19% of  services; and 14% of  capital.

* The most popular benefits identified as benefiting accountants’ own 
organisations was avoiding double taxation (32%) and the free flow of  
skilled labour (30%). 

Only 27% of  ACCA members 
surveyed cited free-flow of  labour as a 
key benefit of  economic integration in 
the region, with 30% citing this as a 
benefit for themselves personally (see 
box). ‘You can see the expectations 
are there, but it doesn’t mean 
that qualifications will be instantly 
transferable,’ Schizas says.

In addition, finance professionals 
will need to be attracted to move by 
decent pay packages, and they are 
not always available in those ASEAN 
countries that have most need of  
finance professionals. Schizas predicts 
that, as a result, ‘the flow into those 
countries will be slower because there 
won’t be wage differential to draw 
people there.’ ACCA has, he says, 
been working on building professional 
capacity across the ASEAN zone, and 
thus far ‘we’re not witnessing the brain-
drain phenomenon’.

Will economic integration proceed 
swiftly as a result of  the AEC? 
Schizas warns that politics could 
impede integration, for instance in 
the bloc’s giant Indonesia and major 
emerging market Vietnam. Citing 
recent instances of  unrest, he says: 
‘In Vietnam currently there has been 
a significant backlash against foreign-

owned enterprises and some of  this 
carries implications for any debate on 
economic integration in the region. 
So from country to country there are 
political, micro conditions that make 
immediate progress slightly difficult.’ ■ 

Jens Kastner and Jack Hewson, 
journalists
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TOUCHDOWN
EUROPE?

It’s Super Bowl time again, when American football’s fi nest contest the big one. But what 
would be the economic benefi t for London of one day hosting the great event?
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also bought English Premier League football club Fulham in 
2013, adding further fuel to this widely held belief. 

It is generally accepted that a franchise will be up and 
running in London by 2022 at the latest. The market is there 
and all indicators point to a strong level of  support. Last 
year the NFL held three sold-out games at Wembley, the 
home of  England’s national soccer team, with more than 
83,000 fans watching each of  the games.

Big bucks
A Deloitte report commissioned by the NFL, Economic impact 
of the NFL on London and the UK, says that a London-hosted 
NFL franchise could generate total direct economic impact 
to the UK of  £102m per season from the team’s eight home 
games a season. Some £70m of  that would come from 
spectator spending. Total induced and direct spend in the 
wider economy could be another £96m a season, with wider 
gross value added (GVA) in the UK of  £80m a season.

Dan Jones, Deloitte partner and head of  the firm’s 
Sports Business Group, says: ‘Our analysis demonstrates 
the impact the NFL international series has on the London 
economy. It is a valuable addition to the capital’s calendar 
of  major sporting events. If  in future the NFL were to have 
a London-hosted franchise we estimate that could deliver at 

least £100m of  direct economic benefit, as well as 
further reinforcing London’s status as one of  

the world’s top cities for sport.’
But while all talk seems to centre 

on when not if  London hosts an NFL 
franchise, there is also a less discussed 
but very real possibility of  London 
hosting the Super Bowl itself  one day. 

NFL commissioner Roger Goodell 
has left the door open to London hosting 
the game should it become home to a 

franchise: ‘Right now, our focus is on the 
UK since the European fans can get 

here. We want to build on our 
success here, and whether it 
leads to a permanent franchise 
or not, then we can see.

‘We don’t have a timetable 
[for a London franchise]. We 
want to continue building 
interest, and if  it continues to 
go well we believe a franchise 
could be here. The Super Bowl 
won’t be played anywhere we 
don’t have a franchise.’

O
ne of the world’s biggest sporting events kicks 
off on 1 February. This year’s Super Bowl is being 
held at Glendale, Arizona, home to the Arizona 
Cardinals. But the franchise is spreading. UK 

chancellor George Osborne revealed his support for the 
idea of an American football team setting up home in 
London, saying it would be a ‘huge boost’ to the city.

Osborne met with officials from the National Football 
League (NFL), which runs the Super Bowl and the top level 
of  American football, last October to give his backing to 
the idea. He confirmed the UK government was behind the 
move: ‘I’ve said to the NFL that anything the government 
can do to make this happen we will do, because I think it 
would be a huge boost to London. It will cement London as 
a global sporting capital as well as a global financial and 
business and cultural capital.’

Meanwhile, NFL senior vice president Hans Schroeder 
reveals that a London franchise is being given serious 
consideration. ‘We are very open and flexible on the 
models going forward, and I think we will look to continue 
opportunities we have to grow the engagement and 
activation in the market for our fans there, so if  that means 
a team down the road – we will look at that,’ he says. ‘But 
it really starts with how we continue to grow and give more 
opportunities to our fans to experience the NFL live in the 
London market. There are 32 teams in America – and 
one of  them could be a London team. That is a 
serious prospect.’

The Atlanta Falcons and the Detroit Lions met 
at London’s Wembley stadium last October 
almost seven years to the day that the first 
match – between the Miami Dolphins and 
New York Giants – took place, also 
at Wembley. The Jacksonville 
Jaguars and the Dallas 
Cowboys met at the 
stadium in November 
for the 11th NFL 
match to be 
played at the 
stadium. 
2014 
was the 
first year 
that three 
matches had been played in 
London. Two games were played in 
the city the previous year.

It is the Jaguars who have been 
many people’s favourites to make 
the move to London since 2012, 
when they committed to playing a 
game at Wembley every year for four 
years until 2016. Franchise owner 
and US billionaire Shahid Khan 

◄ POINT MAN
Jacksonville Jaguars’ Denard 
Robinson celebrates his 
touchdown during last year’s 

game at Wembley
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The Deloitte report adds: ‘A potential next step for the NFL, 
assuming an expansion of  the international series and the 
successful establishment of  a permanent presence in the UK 
(in terms of  a London-hosted franchise) would be to consider 
the potential of  London to bid to host a Super Bowl.’

Super Bowl XLVII in 2013 was estimated to have delivered 
a direct economic impact of  £169m to New Orleans and 
the immediate area. By comparison, the London Marathon, 
which attracts more than 30,000 participants a year, is 
estimated to deliver in the region of  between £27m and 
£30m of  direct economic impact to the London economy.

If  a Super Bowl were held in London, Deloitte says it would 
be a sell-out, with attendance above 83,500 (after allowing for 
‘seat kills’ in line with international series games).

However, NFL officials would need certainty that a game 
in London would deliver the economic benefits the league 
looks for. An official close to the NFL points out: ‘Although we 
would expect that a UK-based Super Bowl would still result 
in major involvement and sponsorship activation spend from 
the NFL’s cornerstone global commercial partners, there is 
a degree of  uncertainty as to what the appetite would be for 
the event from local UK-based sponsors.’

Very real concerns around the ability of  American football 
to attract sufficient press coverage and interest in the build-
up to the game also remain, although these are not thought 
to be serious enough to rule out the possibility. 

SUPER BOWL EXPLAINER

* The Super Bowl is the annual championship game, 
held between the winners of  the National Football 
Conference (NFC) and American Football Conference 
(AFC) at the end of  the season, usually on the first 
Sunday in February. The Super Bowl has been played 
every year since 1967, with the event designated by 
number rather than year (the 2015 Super Bowl is 
known as Super Bowl XLIX).

* ‘Super Bowl Sunday’ is considered a de facto national 
holiday in the US and is regularly the most watched 
broadcast on US television each year. It is widely 
reported as being second only to the UEFA Champions 
League final as the most watched annual sporting 
event in the world.

* The Super Bowl is considered the largest single event 
in terms of  direct economic impact provided to the 
host city/region. The 2013 event was played in New 
Orleans and estimated to have delivered a direct 
economic impact of  £169m to the area. 

* The viewing figures make the event the most 
marketable in sport, with a 30-second TV ad costing 
US$4m in 2014.

Source: Deloitte

▲ FLYING HIGH
Seattle Seahawks fan celebrates the team’s victory over 
the Denver Broncos in last year’s Super Bowl

According to Deloitte whether those concerns were local 
(because of  competing events) or international (because of  
geographical and timing/logistical challenges), they ‘would 
likely be mitigated by the sheer scale of  the Super Bowl’.

London’s track record with events such as the 2012 
Olympic and Paralympic Games makes it highly likely that 
a Super Bowl would dominate media coverage. However, 
unless interest were as keen as with a US-hosted Super 
Bowl, key factors that could be hit include stadium 
attendance, TV audience and wider global brand presence.

Lower value
Previous studies suggest a Super Bowl game is worth £248m 
but that a London-based match might be worth ‘significantly 
lower’. Historic findings have highlighted the ‘UK market’s 
ability to maximise the commercial impact of  the Super 
Bowl; logistical issues such as kick-off  time and additional 
costs compared with a US-hosted Super Bowl; and the 
potential reaction from the core NFL market in the US’.

The NFL’s executive vice president Mark Waller concludes: 
‘There is no value to anybody putting a team in London and 
finding the rigours of  the season do not allow it to compete 
at the highest level. So that is the work we are going to do. 
That’s probably a five-year piece of  work.’ ■

Alex Miller, journalist
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A good MBA 
improves your 
business network
‘ This MBA improved my confidence in my ability and 
made me re-think how the work I present is received in 
the business world. It taught me that the story behind 
the numbers you produce is just as important to senior 
management as the numbers themselves. And studying 
online was a very efficient way of learning while I was  
holding down a full-time job.’

Richard Waring
finance manager – strategic support, O2

Ranked 7th globally in the QS 
Distance Online MBA Rankings 2014

www.accaglobal.com
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ABOUT THE SURVEY
The OECD foreign bribery report: an analysis of the crime of bribery of foreign public officials measures and describes 
transnational corruption on the basis of  data from the 427 foreign bribery cases that have been concluded since the OECD 
Anti-Bribery Convention in 1999 came into force. The report is at tinyurl.com/bribery-OECD

RETURNS AND 
RETRIBUTION
On average, bribes equalled 
10.9% of  a transaction value 
and 34.5% of  profits. In 41% 
of  the 37 cases where data 
was available, fines amounted 
to at least 100% of  the 
proceeds gained by bribes.

17 CASES
Fined <50%
 of  profits

5 CASES
Fined 50%-110% 

of  profits

7 CASES
Fined 100%-200%

of  profits

8 CASES
Fined >200%

of  profits

Corruption, and the perception of corruption, erodes trust 
in governments, businesses and markets, according to the 

OECD’s recent foreign bribery report. Corruption 
also undermines growth and development, with 

businesses forgoing innovation and competitiveness in 
preference for bribes, and individuals within governments 
diverting funds for their own personal use that should be 
used to promote the well-being of the public and the state.

1 in 3 cases were instigated by self-reporting

2% of  cases were instigated by whistleblowers

SECTOR SUSCEPTIBILITY
Two-thirds (59%) of  the foreign bribery 

cases occurred in four sectors: extractive; 
construction; transportation and storage; and 

information and communication.
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41%

22%

12%

16%

9%

8%

10%

15%

15%

19%

THE BRIBE PAYERS
Only 4% of  sanctioned companies were SMEs. In 60% 
of  cases, the company associated with the corrupt 
transaction had more than 250 employees. 53% of  
cases involved corporate management of  CEOs.

Corruption, and the perception of corruption, erodes trust Corruption, and the perception of corruption, erodes trust 
TRUST ERODED, GROWTH UNDERMINED
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child protection
Companies need to establish and prove that no child exploitation is taking place within 
their supply chains. It’s not just a corporate governance issue – it’s a reputational one, too

Benefits and risks
When boards ask such questions and take steps to 
protect children’s rights, the benefits can extend beyond 
enhanced risk management. Corporate reputations can 
be strengthened when businesses are perceived to behave 
responsibly, and the social licence to operate secured. 

Businesses that take their responsibility towards 
children seriously may also become more attractive 
to prospective employees, and benefit from greater 
staff  retention and motivation. Many employees are 
parents, for example, and appreciate employers who 
pay a fair wage and offer good working conditions. In 
general, businesses that play their part in supporting the 
communities in which they operate – including protecting 
the interests of  children by minimising pollution or 
supporting educational opportunities – help to create a 
stable and sustainable business environment. 

If  these are potential business benefits of  protecting 
children’s rights, so there are risks that arise from ignoring 
them. These include increased risk exposure, potential legal 
action, reputational and brand damage, human resource 
challenges and an unstable social and business environment. 
In effect, if  business and finance leaders fail to take account 
of  children’s rights, they run ethical, reputational and legal 
risks that will affect the bottom line. » 

J
ust over one in 10 children around the world 
– some 168 million – are currently working as 
child labourers. This has now become a business 
issue – one that has the potential to damage 

corporate brands where companies are found to have 
turned a blind eye to the exploitation of children in 
their supply chains. For businesses, therefore, taking 
action to protect the rights of children isn’t just about 
philanthropy; it is increasingly part of essential 
and expected corporate governance.

As highlighted in the recent ACCA report, Accounting 
for children: implementing child rights for better business, 
companies can have an impact on children’s rights in 
numerous ways. Products and advertising can have positive 
or negative effects, while exploitation of  children via the 
internet is a major concern of  modern life.  

Workplace impact
The workplace is of  particular importance when 
considering business impacts on children’s rights, not 
least as a result of  child labour. UNICEF defines child 
labour as ‘work that deprives children of  their childhood, 
their potential and their dignity, and that is harmful to 
physical and mental development’. Employing children 
under the legal minimum working age – or requiring 
anyone under the age of  18 to perform hazardous work – 
is child labour. 

The problem is particularly widespread in sub-
Saharan Africa, where 21.4% of  the region’s children 
(59 million) are estimated to be involved. In Asia and 
the Pacific, 9.3% of  the region’s children (78 million) 
are child labourers. Given the increasingly long supply 
chains involved in global business today, many Western-
based groups could be unknowingly exposed to the 
risk of  child labour. Many industries can be affected, 
including agriculture and food production, retail, mining, 
travel and tourism.  

The workplace can have an impact in other ways, too. 
If  parents are paid wages below the level that they need 
to support their families, then their children may be 
forced to earn an income. Every company board should 
therefore be asking and addressing a number of  questions 
around children’s rights and the workplace, encompassing 
child labour, working conditions, migrant workers and 
discrimination. 

boardroom watCh lIst
Questions the board should ask:

* How do we know that we are not employing children 
under the legal minimum working age? 

* How do we know that our business partners, via 
the supply chain, are not employing children 
illegitimately?

* How do we know we are not providing poor working 
conditions and pay, making it impossible for parents 
to provide supportive environments for their children?

* How do we know we are not employing migrant 
workers who leave their children when they move to 
new cities or countries in search of  employment?

* How do we know we are not discriminating against 
certain groups of  children, such as those with 
disabilities, girls or ethnic minorities?
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▲ sacrificed childhood
In Bangladesh, more than 650,000 children live on the streets. 
They are found working in almost all the sectors of the economy. 
Many work 48 hours a week and earn less than $6 per month
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For more inFormation:

You can download ACCA’s Accounting for children: 
implementing child rights for better business report at 

www.accaglobal.com/ab137

If  businesses need any more persuasion to act, then 
shareholders and governments may provide it. There are signs 
that shareholder groups are becoming more interested in 
the issue of  children’s rights – for example, by questioning 
whether a company’s advertising and privacy policies 
adequately safeguard children. Some investors are beginning 
to develop procedures for integrating children’s rights into 
their investment decision-making processes. Governments, 
too, have been paying attention to the way that companies 
impact on human rights, which include the rights of  children. 
Greater transparency is also being expected, with UK quoted 
companies now required to disclose information on human 
rights that could affect the business. 

How can business respond?
Once businesses acknowledge their responsibilities in 
relation to children and their rights, the next challenge is 
to act on those responsibilities across all their operations. 
The Children’s Rights and Business Principles, developed 
by Save the Children, UNICEF and the UN Global Compact, 
provide an invaluable launch pad. The principles build on 
previous international conventions, and set out actions that 
businesses can take to fulfil their corporate responsibility 
to respect and support children’s rights in the widest sense: 
in the workplace, marketplace and community.

Organisations such as UNICEF have also developed a 
number of  business toolkits. These are designed to help 

businesses develop policies and codes of  conduct in relation 
to children’s rights, assess their risks associated with 
children’s rights, take action to address and mitigate those 
risks, and report on their actions.

Dr Faiza Shaheen, head of  inequality and sustainable 
development at Save the Children, has no doubt that 
such efforts by business are essential. ‘It is becoming 
increasingly clear that respecting children’s rights is not 
desirable but necessary if  businesses are to have a strong 
foundation,’ she says. ‘To fully recognise children’s rights, 
companies must embark on thorough investigations of  their 
supply chains, core business and sales activities.’ 

Childhood is a time of  physical, mental and emotional 
development – which can all be affected by the actions of  
business. Yet children often lack a public voice: they cannot 
vote or form trade unions; they cannot influence companies 
through buying stocks and shares, and attending shareholder 
meetings. Businesses thus have an inescapable responsibility 
to consider their impacts on children’s rights carefully. ■

rachel Jackson, head of sustainability, aCCa

▲ safeguarding education
Syrian child refugees attend a school funded by the European Union 
at Al Zaatri refugee camp, in Mafraq, Jordan, near the Syrian border
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Children matter to business – as 
consumers, family members of 
employees, young workers, and as future 
employees and business leaders. When 
businesses think of children’s rights 
they almost always refer to the risk of 
child labour in the supply chain. But 
almost every business activity leaves a 
footprint on children’s lives – whether 
through employment conditions of 
parents, product safety, marketing 
practices or environmental impact.

More companies are beginning to 
recognise that protecting children’s rights 
is good for business as it leads to better 
risk management, enhanced reputation 
and the social licence to operate, a motivated workforce, 
and a stable and sustainable business environment while 
also delivering long-term shareholder value. It is also 
undeniably the right thing to do.

The UN Guiding Principles on Business and Human 
Rights have changed the expectation of  business. The 
growing demand for corporate reporting on human rights 
from consumers, shareholders, investors and governments 
increases the pressure on businesses to undertake due 
diligence. This process regularly identifies, prevents, 

mitigates and accounts for how impacts 
on human rights – including those of  
children – are being addressed. It firmly 
moves businesses away from a reactive 
approach to human rights and towards 
one whereby it is their responsibility 
to seek out and address any actual or 
potential negative impact their activities 
may have on individuals and communities.

For businesses new to this concept, the 
process may seem daunting. That’s why 
UNICEF developed the Children’s Rights 
and Business Principles, which guide 
companies on the actions they can take to 
respect and support children’s rights. It 
has also created tools that help businesses 

integrate children’s rights into due diligence processes. 
There’s much more to this approach than businesses 

just avoiding harm. The private sector can be an 
incredible force for good in children’s lives and companies 
should consider how they can leverage their resources, 
skills and innovative approaches to ensure that core 
business achieves transformational change for children.

Samah Abbasi, private sector policy and advocacy 
adviser: child rights and business, UNICEF UK

PROTECTING CHILDREN’S RIGHTS IS BENEFICIAL TO BUSINESS

DON’T ASSUME YOUR COMPANY HAS NO IMPACT ON CHILDREN
Children’s rights are an issue for 
business – because children are 
important. And this is an issue for a 
wider range of companies than you might 
think. Any company should ask itself 
how it might affect children’s rights, and 
what those impacts on children are. 

The workplace can have an impact in 
a range of  ways – particularly in terms of  
levels of  pay. One of  the causes of  child 
labour is the low rate of  wages paid to 
their parents. When parents are paid a 
poverty rate, they have no choice but to 
get their children to work. So the default 
position for all companies should be 
that they probably do have a significant 
impact on children. It is an issue they need to address.

This might not be an issue that comes across the 
desks of  accountants every day. But what is the remit 
of  the accountancy profession? It’s not only to look 

after the money, but also to look after 
the public interest. Accountants have a 
mandate to look at their business more 
broadly and consider children’s rights. 

When children’s rights are not 
respected, that could create a risk for 
the business. Considering the business 
impact on children’s rights ought to be 
part of  any due diligence review of  risk – 
which is a familiar activity to accountants. 

Finally, we are seeing an increasing 
number of  regulatory requirements 
around non-financial reporting, and these 
include the reporting of  issues related 
to human rights. So this is an issue that 
is only going to figure more strongly in 

the lives of  accountants in future.

Adrian Henriques, ACCA Global Sustainability 
Forum member
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the ebola effect
The fear spread by the Ebola epidemic stretches far beyond the actual geographic reach  
of the disease, which has devastated the economies of the three countries hardest hit

first is a slide in commodity prices, which account for the 
lion’s share of  African countries’ export revenues. And the 
second is a widespread outbreak of  Ebola, a gruesome 
haemorrhagic fever. 

Aside from the obvious human impact of  the disease, 
any epidemic can have an extremely damaging effect on 
an economy. At the height of  the panic over severe acute 
respiratory syndrome (SARS), for example, a form of  avian 
flu, retail sales plunged around 15% in Hong Kong, even 
though the disease resulted in no more than around 300 
deaths in a province with a population of  7.2 million. 

a
frica’s economic future is looking bright, as 
illustrated by a Deloitte survey released last 
November that concludes this is the optimum 
time to invest in the continent. In 2013 the gross 

domestic product of sub-Saharan Africa grew at a blistering 
4.9%, outpacing all of the BRIC nations (Brazil, Russia, 
India and China) with the exception of China. And this was 
no one-year wonder. The average 5.5% growth rate over the 
past decade has been more than double the 1990s rate. 

But, as global headlines make only too clear, two 
ominous clouds currently hang over the continent. The 
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the ebola effect

Africa may be even more 
vulnerable to the panic caused by 
the spread of  a contagious disease, 
worries Edouard Messou, PwC’s 
senior partner for francophone 
Africa. ‘Many outsiders see Africa 
as a single country rather than a 
continent,’ he says. ‘So even though 
Ebola has so far been contained in 
a tiny part of  West Africa it risks 
scaring off  the foreign visitors and 
foreign investors who have become 
a key driver of  economic growth for 
many nations.’ 

Economic toll
The fear that Ebola engenders extends 
far beyond the disease’s actual geographical reach and may 
linger long after Ebola fades from the headlines. The main 
question for economists is whether this could be sufficient 
to slow Africa’s promising growth spurt. 

There can be no doubt as to the devastating toll on the 
three nations hardest hit by Ebola – Guinea, Sierra Leone and 
Liberia. Worst off  of  all is Liberia, one of  Africa’s poorest 

◄ writing on the wall
The World Bank has warned that the 
Liberian economy will contract this 
year unless the Ebola outbreak is 
quickly contained

▲ aversion therapy
Greater disease surveillance and 
treatment capacity will not only stem the 
epidemic but help reverse the behaviour 
causing so much economic damage

countries, with a per capita income of  just US$410. As of  
November 2014, the tiny nation accounted for about 3,000 
of  the 5,700 deaths from the disease. The understandable 
panic has been a hammer blow to a nation that had been 
struggling to recover from a long and bloody civil war. 

A World Bank report, The economic impact of the 2014 
Ebola epidemic, concluded that the biggest economic »  

* The World Bank has estimated that if  the Ebola virus is left unchecked, it 
could cost West Africa as much as US$32.6bn. 

* The US spends US$8,895 per person on healthcare, Guinea US$32 per 
person, Liberia US$66 and Sierra Leone US$96. 

* As of  November 2014 Ebola had killed 5,674 people. 

* The number of  deaths as a result of  road accidents worldwide is 1.24 
million, according to the World Health Organisation. 

* The Ebola epidemic could slash up to 12% off  the GDP of  Liberia – more 
than twice what the US economy lost during the global financial crisis. 

* The International Monetary Fund expects sub-Saharan Africa to grow by 
5.8% in 2015 compared with 5% for all emerging markets and 2.3% for 
rich nations. 

in numbers
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the most affected countries, offers one example of  this. ‘To 
keep our staff  as safe as possible we have been restricting 
their travel to the worst-hit areas for assignments,’ says 
Messou. ‘Since using public transport can increase the risks 
of  infection, we have arranged a minibus to take some staff  
to work. The extra travel time means that instead of  working 
eight hours a day, some employees are now able to be in the 
office just five or six.’ 

Of  course, Guinea, Sierra Leone and Liberia are three 
of  Africa’s smallest economies, with a combined GDP 

of  just US$14bn in 2014. That is a 
mere 0.8% of  sub-Saharan Africa’s 
US$1.7 trillion economy, according to 
data from the International Monetary 
Fund. Whether Ebola harms the 
entire African economy will depend 
on several factors: how far afield the 
disease spreads, how quickly it can be 
contained, and how far it is possible to 

convince wealthy outsiders not to punish Africa as a whole 
for a regional outbreak. 

In terms of  the spread of  the disease there are some 
grounds for cautious optimism. True, the outbreak is already 
the deadliest by far since the disease was first identified in 
Zaire almost 40 years ago. Fatalities from previous Ebola 
epidemics have never risen much above 300. The US Center 
for Disease Control estimated in September last year that 
up to 1.4 million people could be infected by Ebola by early 

consequences were not the direct effects of  death, surging 
health spending or loss of  workers, but rather ‘changes in 
behaviour – driven by fear – which have resulted in generally 
lower levels of  employment, income and demand for goods 
and service’. 

Investments in vital sectors such as mining, which 
accounts for 17% of  GDP, have also been put on hold. 
As recently as June 2014, the World Bank had expected 
Liberia’s economy to expand by 5.9% in 2014. By October 
it was forecasting just 2.5%. Few Africa experts would be 

surprised if  the outcome turns out to be even worse. Extra 
healthcare spending and lower tax revenues for Liberia alone 
have been estimated to amount to more than US$100m – 
5.1% of  the country’s GDP. 

Add in Sierra Leone and Guinea, and the short-term hit 
measured in lost GDP for 2014 alone is likely to add up to 
US$359m, the World Bank has estimated. 

Part of  the damage comes through lower productivity and 
higher costs for businesses. PwC, which has operations in 

▲ commodity consequences
Cocoa prices rose after major producer Ivory Coast shut  
its borders to migrant harvest workers coming in from 
Guinea and Liberia, its Ebola-ravaged neighbours

▌▌▌‘Ebola risks scaring off thE forEign 
visitors and invEstors who havE bEcomE a 
kEy drivEr of growth for many nations’
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Such aversion will almost certainly create strong 
headwinds for Africa during this year. In addition, many 
African nations will have to cope with some self-inflicted 
woes during 2015, predicts William Jackson, an analyst for 
Capital Economics: ‘Many countries in Africa squandered the 
windfalls they received from a decade of  high commodity 
prices. We see a lot of  countries with high budget deficits that 
will be hard to sustain if  raw material prices remain weak.’ 

Some African nations – Ghana and Zambia in particular, 
– boosted government payrolls and subsidies instead of  
investing in productivity-boosting infrastructure projects. 

Despite such additional impediments, Messou of  PwC 
believes that Africa will overcome the Ebola epidemic. 
‘This is not going to dramatically slow the continent’s 
economic momentum,’ he argues. He points to several 
grounds for optimism. ‘The main drivers for growth still 
exist,’ he says, adding that the latest commodity price 
slump is unlikely to last. ‘A growing global population will 
need to be fed and Africa has a disproportionate share of  
the world’s arable land.’ 

Large-scale investors interested in Africa’s mineral 
wealth may respond more rationally to the outbreak than 
international tourists – especially if  the disease is kept 
under control. ‘Africa also boasts a burgeoning middle class 
and a youthful population, standard ingredients for fast 
economic growth,’ says Messou. ‘Democracy and the rule of  
law are also spreading and the level of  corruption is starting 
to decline in many places.’ 

Ebola may be dominating the continent’s headlines, but it 
could be a speed bump that Africa will soon get over. ■

Christopher Fitzgerald and Fernando Florez, journalists

For more inFormation:

Deloitte’s Africa on the cusp of a consumer boom report 
is at http://tinyurl.com/Africa-boom

2015 if  the response did not improve. Since the disease has 
been killing about 70% of  those who get infected, that is a 
terrifying prospect. Meanwhile the World Bank has projected 
that if  the epidemic spreads into neighbouring countries 
the total cost by the end of  2015 could reach US$32.5bn – 
more than twice the GDP of  the three nations at the heart of  
the epidemic. 

But most experts agree that the response has already 
improved. The nations that border Guinea, Liberia and 
Sierra Leone have been strikingly successful at containing 
the outbreak. Officials in Nigeria and Senegal meticulously 
tracked down anyone who could have been exposed to the 
disease and monitored them for signs of  the illness. As 
a result the disease has so far been contained in these 
countries. ‘This is extremely encouraging,’ says Amadou 
Sy, a senior fellow at Brookings Institution’s Africa Growth 
Initiative. ‘The first step is to prevent this from becoming a 
continent-wide problem.’ 

For nations with functioning healthcare systems, Ebola 
should be relatively easy to stop. The virus is not airborne 
and sufferers are contagious only once they start to exhibit 
the conspicuous symptoms of  the disease. As a result the 
average sick person will infect no more than two others. That 
compares to four for HIV and SARS, 10 for mumps and 18 
for measles. ‘I believe that within a year the issue with the 
disease itself  will be largely fixed,’ says Messou. 

Back in business
If  the disease does die down, the affected economies can 
start to get back to some semblance of  normality, says 
Mead Over, a former World Bank health economist and 
now a researcher at the Center for Global Development in 
Washington. ‘The main worry over the disease is that it 
stops people going about their normal economic business,’ 
he says. ‘A lot of  people have been less willing to go into 
work, potentially hollowing out companies and government 
bureaucracies. Gradually that fear will subside as the 
epidemic is brought under control.’ 

Unfortunately, outside perceptions may be harder to 
shift. The tourism industry accounts for about 10% of  
sub-Saharan Africa GDP, including indirect wealth creation. 
Until the Ebola outbreak, visitor numbers had been growing 
fast, hitting 36 million in 2013. There are already signs 
that this burgeoning sector is being hit – even thousands of  
kilometres from the affected areas. Bookings are down for 
safari trips to Kenya, which is about as far from Liberia as 
London is. ‘I was talking to somebody recently who said they 
planned to cancel a trip to Papua New Guinea,’ laments Sy. 
‘The mere fact that Guinea was in the country’s name seems 
to have been enough, despite the fact that it is located on 
a remote island north of  Australia and obviously has no 
reported cases of  Ebola.’ 

‘The trouble with Ebola,’ says Over, ‘is that it plays into 
the idea that Africa is a dangerous place, associated with 
famine, war and exotic diseases.’ 

▲ 3,000 miles 
It is as far from Liberia as 
London is, but Kenya reports 
holiday bookings are down 
due to the Ebola epidemic  
in West Africa
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Career boost
When you need to persuade colleagues of a new course of action, the numbers are only 
half the story, says talent doctor Rob Yeung. Plus, the perfect secondment

TALENT DOCTOR: PERSUASION
Imagine for a moment that it’s Sunday morning and 
someone phones you at home. The caller explains he’s 
raising money for charity and says: ‘In Zambia, severe 
rainfall deficits have resulted in a 42% drop in maize 
production since 2000. As a result, an estimated three 
million Zambians face hunger.’

But suppose another caller is using a different script 
and says: ‘Any money that you donate will go to Rokia, a 
seven-year-old girl from Mali, Africa. Rokia is desperately 
poor, and faces a threat of  severe hunger or even 
starvation. Her life will be changed for the better as a 
result of  your financial gift.’

Which do you think is the more effective charity appeal 
– the first or the second? When University of  Pennsylvania 
scientist Deborah Small ran an experiment actually 
asking people to donate to charity, she found that the 
second version raised 76% more than the first.

The first type of  call is known as a statistical appeal. 
And we are trained at work to argue through data, 
facts, numbers, logic. But humans have only been using 
statistical arguments for a couple of  hundred years. On 
the other hand, our ancestors have told stories for many 
thousands of  years.

If  I ask you to imagine what starving Rokia looks like, 
I’m sure you can summon a mental image: a painfully 
thin girl wearing rags, perhaps holding an empty bowl. 
And the ease with which we can visualise the subject of  
any story means that stories are an incredibly powerful 
tool for persuasion.

Suppose you want to persuade colleagues about the 
need for a new system, some new technology or way of  
working. By all means quote numbers about the savings 
that could be had or the benefits. But be sure to tell also 
a story about how not having the technology scuppered 
an actual project, or one about how a competitor with the 
system managed to leap ahead.

Say you’re pitching a product to customers or 
investors. Certainly, you should discuss numbers 
around the market size and opportunity. But also make 
sure to tell a story about how your product helped a 
real person. How did it work in practice? How did the 
customer feel? A real example brings your product to life 
in your audience’s minds. Alternatively, you can share a 
cautionary tale about how someone else struggled for 
lack of  your offering.

I recently coached a senior executive who found 
himself  unexpectedly out of  a job – not through his 
fault but due to financial malfeasance on the part of  
the CEO. He had good enough experience to get invited 

to interviews, but he wasn’t getting offers. By working 
together on stories of  how he had led projects, brought 
in income, reduced costs, coached members of  his team, 
implemented new technologies and so on, we helped him 
turn himself  into an immensely desirable candidate. He’s 
now earning more at a major bank.

Rely on statistics and people switch off. But add a 
compelling story and you burrow into people’s minds and 
make yourself  and what you do unforgettable. ■

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

FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung
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TOO BUSY TO GO AWAY
One in five professionals 
feel so overwhelmed by their 
workload that they dare not 
take their full annual holiday 
leave allowance, according 
to a Robert Walters poll. 

Almost half  of  the 755 
respondents said that 
deadline pressures were 
the cause, with a further 
third putting the blame on 
consistently large workloads. 

In the league table of  
professionals who take 
their full annual leave, 
accountants were middle-
rankers, with 61% using up 
their full quota. However, 
ACCA members working in 
financial services will also 
contribute to the 38% of  
professionals in this sector 
who don’t take their full 
holiday entitlement. 

HARDEST WORKERS 
AND HIGHEST EARNERS
Another Robert Walters 
survey revealed that 
professionals worked an 
average 44.6 hours per 
week in 2014, 3% more 
than in 2013. Accountants 
again came mid-table, 
working 44 hours a week, 
slightly below the average, 
while those in the financial 
services sector worked the 
longest at 47.7 hours. 

Of  the reasons people 
gave for looking for a new 
job, the most common was 
lack of  career progression 
with 35%. More surprisingly, 
in second place came 
difficult bosses with 22%. 
Perhaps ironically, in third 
place were working hours 
and company culture. 

And to come full circle, 
the survey also revealed that 
those working the longest 
hours earned the most. ■

This page is compiled and 
edited by Neil Johnson

A couple of years spent sunning yourself in Bermuda or the Caymans, some gentle 
auditing work, long lunches on terraces with equally relaxed clients and then 
apply to make that perfect secondment a long-term position or take your overseas 
experience and head home to a CFO role and a champagne reception.

Ok, it’s probably the spiel a graduate recruiter gives a promising candidate, yet a 
good secondment not only provides a great life experience, it also offers people the 
opportunity to diversify their exposure to business and cultures, develop new skills and 
make themselves more valuable to their employer. 

‘Be prepared for a tough few weeks,’ says Dr Catherine Armstrong, a lecturer 
at the University of  Loughborough in the UK. ‘As with any new job it can be lonely 

to begin with and also a steep 
learning curve. However, you 
will soon start networking with 
your new set of  colleagues and 
may even gain a completely new 
group of  friends.’ 

Be aware that you may be 
expected to hit the ground 
running in a secondment, 
as people will see you as an 
experienced colleague rather than 
a novice. ‘So you will probably 
have to adjust to your new 
environment very quickly and 
smoothly,’ continues Armstrong. 
‘But if  you are adaptable and 
aspire to developing new skills 
and areas of  expertise, you will 
thrive in a secondment role and 
hopefully be offered exciting 
career development opportunities 
along the way.’

THE BIG BREAK:
CHAD SINCLAIR FCCA 
Assurance senior at EY Los Angeles and president of the Oxford Brookes University 
Alumni Association for the US, Chad Sinclair says he has had two big career breaks.

‘The first was the opportunity to start working in the UK in public accounting from 
the young age of  19. The second was when I came to the US and required sponsorship 
to work here. It took nine months to find what was one of  the best experiences of  my 
life working for an incredible businessman and philanthropist in the mortgage banking 
industry. The move also allowed me to be with my girlfriend – now wife – after a two-
year long-distance relationship.’

Top tips for relocating

* Be open to all job opportunities. I came to the US in 2010 when no firms were 
hiring people without visas, so I made a conscious decision to find a role that would 
fit in my desired industry. It wasn’t the exact role I wanted but it let me develop 
marketable skills.

* Relocate with a large firm. I never had this luxury but m obility is top of  mind for 
many companies, so if  you are thinking of  moving to the US, work for a company in 
your native country that has the ability to send you abroad.

* Be persistent and never give up. I must have sent over 500 emails over a period of  
nine months just to get a few interviews.

THE PERFECT: SECONDMENT

FOR MORE INFORMATION:

www.accacareers.com
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consumer more choice  
and convenience through 
the internet ordering of  –  
at the time – books, and 
their delivery.

Back then, I thought 
that this was a slightly 
odd choice: although there 
was an unfulfilled need 
here, turning that into a 

healthy margin would be a 
challenge. So it wasn’t quite 
so much of  a surprise when 
Amazon’s share price fell 
along with other dotcom 
companies. Much could be 
blamed on investors, who in 
economic/strategy theory 
could be characterised 
as being in the world of  
‘bounded rationality’  
(or, in everyday language, 
being a bit foolhardy).

Bezos had a number of  
ingredients of  the 
‘cunning plan’ 
(see my earlier 
articles). He 

I first wrote about Amazon 
back in 2001, around the 
time the dotcom bubble 
burst and the share prices 
of dotcom companies 
collapsed. Before this, 
there had been a spike 
in the dotcom sector’s 
share price movements 
reminiscent of those of 
railroad companies during 
the 19th century, the great 
tulip craze in Holland in the 
1630s, and the South Sea 
Bubble in 1720.

These surges and 
collapses are a product of  
behavioural economics, 
where rationality goes out 
of  the window. Amazon 
got caught up in this 
phenomenon just like  
the others but Amazon 
proved its resilience and 
is now awesome, albeit 
somewhat controversial.

Amazon is the product of  
American genius Jeff  Bezos. 
Bezos had a promising 

career in the corporate 
world, but saw an 

opportunity to give 
the 

offered customers a lot 
more choice, speed, 
reliability and superior 
customer service. He broke 
through what I have called 
the industry mindset – that 
is, the assumptions and 
the expectations of  what 
an industry is like and how 
competitors behave in it. 

Amazon attacked 
competitors in a very 
innovative way. Its mindset 
was hardly a love of  books. 
It simply provided a way 
for customers to browse 
for, order and receive 
books. Indeed, while this 
opportunity was the one 
that triggered the 
foundation of  the 
company’s original 
business model, 
for Bezos 

the bigger opportunity 
was outside that: in 
retail generally.

Ultimately, Amazon had 
the potential to expand its 
value-creating activities 
into a network of  other 
internet retail areas – music 
and films being obvious 
examples. And why not have 

a go at things like toys, 
electronics, bikes – you 
name it? The strategy was 
a ‘cascade’ of  one related 
thing after another.

Another key ingredient 
of  the ‘cunning plan’ was 

▌▌▌However successful you are, tHere is no 
excuse for not deploying strategic tHinking to 
turn you from overperforming to awesome

amazon’s mighty flow
in this second article in a series on how strategic vision can create 
competitive advantage, Tony Grundy looks at amazon’s success
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Amazon founder Jeff Bezos in India 
where the online retailer will invest 
$2bn as part of its expansion plans

www.accaglobal.com/abcpd


the Amazon name, which 
was so very simple. Bezos 
spent just 10 minutes going 
through the dictionary and 
got midway through the 
As. Reputedly he went to 
his colleagues and said 
very simply: ‘Our name 
has got to be Amazon. We 
are going to be very big – 
like the Amazon river.’ He 
was indeed prescient – by 
2013 Amazon’s sales were 
around $74bn with $2bn 
free cashflow. Very early 
on, Bezos had a clear if  
stretching strategic vision.

Amazon’s product range 
is incredible. I recently 
wanted to buy some of  the 
‘magic spray’ that football 
referees use so that I could 
hold it up at accounting 
conferences as an example 
of  a cunning plan. I bought 
it quickly and easily within 
five minutes on Amazon – it 
therefore also adheres to 
the 34th of  my 55 ways of  
being cunning: make what 
you sell as effortless as 
possible to buy.

Market strategy
Amazon is interesting 
not just because of  its 
competitive scope, but 
also because of  its market 
strategy. Michael Porter of  
Harvard Business School 
suggested in 1985 that 
companies need to choose 
not only whether to have 
either a broad market/
product focus or a narrow 
one (a niche strategy), but 
also either a differentiation 
or cost leadership strategy. 
Otherwise you confuse both 
the customer and yourself, 
and don’t focus capital or 
revenue cost expenditure 
in the right way. Other 
strategists would contend 
that you can mix the two  
as a hybrid.

A differentiation strategy 
is where the product or 
service is either perceived 
to be, or is, of  superior 
customer value and has a 

definite price premium. A 
cost leadership strategy 
is where the price may be 
similar or usually lower than 
the competition, but costs 
are certainly lower.

From nearly 25 years 
of  consulting I have found 
that hybrid strategies are 
typically hard to bring off. 
If  you do adopt a hybrid 
strategy, then (a) you need 
to know where your main 
focus is, and (b) you need 
to ensure that you don’t 
undermine value creation 
or lower your costs through 
being inconsistent in your 
competitive style. 

In Amazon’s case, the 
core strategy is clearly more 
a cost leadership one when 
compared with bricks and 
mortar retailers. Amazon 
has massive warehousing 
facilities and processing 
capability, which give it 
physical economies of  scale. 
That in turn gives it cost 
advantages. But in its service 
it is differentiated – so it is 
something of  a hybrid.

Amazon is ultra-keen 
on customer feedback, 
and Bezos has spread 
customer focus as a mantra 
throughout the organisation. 
So when my wife’s year-old 
Kindle suddenly stopped 

working and she called 
Amazon customer service, 
they immediately agreed to 
send her another. Delighted 
customers spread such 
feedback as I have just done. 
Such service differentiation 
doesn’t just bring loyalty but 
also encourages customers 
to buy more from Amazon.

Funerals too?
The company is venturing 
into some perhaps 
unexpected new areas (for 
example, by exploiting its 
distinctive capability in 
handling large amounts of  
data) and for new types 
of  customer (corporates), 
sending a shiver down the 
spines of  many large IT 
companies. In terms of  
strategic options, it might 
consider product extensions 
to, for example, higher-price 
items (cars or motorbikes?) 
What about services too, 
such as insurance, funerals 
and holidays?

The Amazon brand is 
potentially limitless. For 

example, could Amazon 
sell higher-value products, 
say over £1,000? And if  
so, could it also provide 
the finance? Maybe it 
could combine the two and 
become a bank. It could 
buy a batch of  high-value 
products under a ‘when it’s 
gone, it’s gone’ model, sell 
it for 10% less, provide cost-
effective finance and deliver 
it next day.

However successful you 
are, there is no excuse for 
not deploying strategic 
thinking to turn you from 
overperforming to awesome. 
Amazon has made some 
mistakes, but it is quick  
to learn from these and 
change – it really is the 
adaptable corporation. 

So consider: what can 
your company learn from  
Amazon’s truly visionary 
business model? ■

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

For more inFormaTion:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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Most organisations are 
happy with this level of  
control and will accept 
sole liability for all p-card 
expenditure. However, the 
overly cautious can have the 
liability rest with a member 
of  staff  and then reimburse 
them before payment 
is due. This involves the 
organisation in more 
processing, so it is not the 
preferred option.

P-cards work particularly 
well with designated 
suppliers, who insert the 
purchasing organisation’s 
general ledger (G/L) 
code information for the 
transaction, having been 
briefed what the relevant 
G/L codes are. 

The p-card would not 
be used on a transaction 
that is trapped through a 
major supplier’s electronic 
consolidated invoice.  

All the p-card holder 
has to do is access the 
bank’s p-card system via 
the internet and enter their 
security details to view 
their statement. If  they 
have purchased from a 
designated supplier, all will 
be coded, thus underpinning 
the use of  designated 
suppliers. It will only be the 
one-off  purchases that need 
coding. The p-card system 
can be preset with the most 
frequently used p-card G/L 
codes to aid efficiency.

AP staff  look at p-card 
coding status, send warning 
emails off  – ‘You only have 
24 hours to finish your 
card coding’ – and place 
all uncoded expenditure 
into a default account in 
the budget holder’s area 
that is called ‘uncoded 
p-card expenditure’. 

The average cost of a 
whole purchasing cycle is 
estimated at £30 to £40 
per transaction. This cost 
is horrific when you realise 
that a high portion of your 
transactions are for minor 
amounts. The diagram to 
the right shows a typical 
profile of accounts payable 
(AP) invoices.

The bulk of  invoices can 
be for low-value amounts, 
especially if  consolidated 
invoices have not yet been 
organised. Remember, it 
costs the same to process a 
£20 transaction as it does a 
£200,000 one. 

In addition, is it 
appropriate to request 
that budget holders raise 
an order in your purchase 
order system for a £20 
transaction? Surely the AP 
system should be designed 
around 100% compliance 
on major invoices – say, over 
£2,000, £3,000 or £5,000, 
depending on your size?  

Here’s where the 
purchase card – or ‘p-card’ – 
comes in. P-cards have been 
undersold to management. 
Never call them another 
credit card; I call them 
‘a free accounts payable 
system’ – that usually 
catches their attention.

There are many controls 
over p-card expenditure 
(I have never come across a 
p-card fraud): p-card holders 
have a limit on any one 
transaction as well as daily/
weekly/monthly expenditure, 
cannot purchase items 
that do not relate to their 
function, and so on. The 
controls are all recorded on 
the card’s magnetic strip, 
with different card holders 
having different limits. 

It is important that the 
CEO supports the system 
by making phone calls to 
the main offenders: ‘What 
do you not understand 
about the importance of  the 
p-card system?’, making it 
clear that non-compliance is 
a career-limiting activity.

AP can simply upload all 
the expenditure straight into 

the G/L, and all the p-cards 
are paid by one – yes, one! 
– direct debit payment. 
Now you can see why most 
organisations in the US use 
this system. ■

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

1 For more information search the internet for 
‘purchase card’ and ‘name of  your bank’.

2 Visit p-card sites and download free p-card 
procedure manuals.

3 Contact the provider of  your accounts payable 
application and ask for three organisations that are 
using a p-card with your general ledger.

4 Email me at parmenter@waymark.co.nz for a list 
of  p-card better practices.

5 Practise your sales pitch 10 times live before you 
deliver it to senior management (see my earlier 
article on selling change).

Next steps

Ap ANd p-cArd tArgets

the free accounts payable system
In this second article in a series on the accounts payable function, David Parmenter 
explains why your organisation needs a ‘purchase card’

For more inFormATion:

www.davidparmenter.com
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The introduction of a new 
accounting standard or a 
change in an accounting 
standard can have a 
significant impact on an 
entity from an internal 
as well as an external 
perspective. As a result, the 
International Accounting 
Standards Board 
(IASB) has 
recently agreed 
to conduct 
an ‘effects 
analysis’ before 
publishing any 
International 
Financial Reporting 
Standard (IFRS). 

When the IASB issues 
a new or significantly 
amended IFRS, it changes 
the way in which financial 
statements show particular 
transactions or events. 
Changes in reporting 
requirements always come 
with a cost. 

The IASB uses 
discussion papers and the 
‘basis for conclusions’ to 
explain the steps taken to 
ensure that a proposed IFRS 
has taken into account the 
costs and benefits of  the 
new reporting practice that 
it introduces. 

What’s the impact?
The IASB considers a 
variety of  matters prior to 
the issue of  a standard. 
These matters include how 
the changes improve the 
comparability of  financial 
information and the 
assessment of  the effect on 
an entity’s future cashflows. 

Further considerations 
include whether the 
changes will result in better 
economic decision-making, 
the likely compliance costs 

This, in turn, could affect 
how investors vote at a 
shareholder meeting or 
influence their investment 
decisions. New financial 
reporting requirements 
may call for the disclosure 

of  information that is of  
competitive advantage to 
third parties, which would 
be a cost to the entity. 

A change in an 
accounting standard could 
result in some entities no 
longer investing in certain 
assets or change how they 
contract for some activities. 
For example, the comment 
letters on the exposure draft 
on leases suggest that some 
entities would change their 
leasing arrangements if  
operating leases had to be 
shown on the balance sheet 
with ‘adverse economic 
impacts including the loss 
of  thousands of  jobs’. 

Further IFRS-based 
financial statements 
are used in contracts 
or regulation. Banking 
agreements often specify 
maximum debt levels or 
financial ratios that refer 
to figures prepared in 
accordance with IFRS. New 
financial reporting »

Accounting for changes
Graham Holt discusses the IASB’s application of effects analysis to 
new standards and any material changes in existing standards

for preparers, and the 
potential cost for users of  
extracting the data.

On application of  the 
new IFRS, investors will 
be provided with different 
information on which 

to base their decisions. 
Investors’ assessment 
of  how management has 
discharged its stewardship 
responsibilities could be 
changed as could the cost 
of  the entity’s capital. 

▌▌▌NEW REPORTING REQUIREMENTS MAY CALL 
FOR DISCLOSURE OF INFORMATION THAT IS OF 
COMPETITIVE ADVANTAGE TO THIRD PARTIES
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requirements can affect 
those ratios, with potential 
breach of  contracts. Many 
jurisdictions have regulation 
that restricts the amount 
that can be paid out in 
dividends, by reference to 
accounting profit. Further, 
some governments use IFRS 
numbers for statistical and 
economic planning purposes 
and the data as evidence for 
constraints on profitability in 
regulated industries.

Taxation is often 
calculated on the profit 
measured for financial 
reporting purposes. Where 
IFRS is used as the basis 
for income tax, a change in 
a standard can affect the 
tax base. The economic 
consequences of  the link 
of  accounting with tax 
liabilities can be significant. 
If  the US Financial 
Accounting Standards Board 
(FASB) were no longer to 

to prior periods (some 
limited practical 
expedients are available) 

2 retain prior period 
figures as reported 
under the previous 
standards, recognising 
the cumulative effect 
of  applying IFRS 15 
as an adjustment to 
the opening balance of  
equity as at the date 
of  the beginning of  the 
current reporting period.

Further, IAS 8 requires the 
disclosure of  a number 
of  matters about the new 
IFRS. These include the title 
of  the IFRS, the nature of  
the change in accounting 
policy, a description of  
the transitional provisions, 
and the amount of  the 
adjustment for each 
financial statement line item 
that is affected.

Additionally, IAS 1, 
Presentation of financial 
statements, requires a third 
statement of  financial 
position to be presented if  
the entity retrospectively 
applies an accounting 
policy, restates items or 
reclassifies items, and those 
adjustments had a material 
effect on the information in 
the statement of  financial 
position at the beginning of  
the comparative period.

IAS 33, Earnings per 
share, requires basic 
and diluted earnings 
per share (EPS) to be 
adjusted for the impacts 
of  adjustments resulting 
from changes in accounting 
policies accounted for 
retrospectively, and IAS 
8 requires the disclosure 
of  the amount of  such 
adjustments. Where there 
are new accounting policies, 

Some jurisdictions 
require an impact 
assessment before a 
new standard, or an 
amendment to a standard, 
is incorporated into the 
law. Such a review may take 
into account the increased 
administrative burden on 
entities in that country or 
its consistency with local 
company law.

Financial statements
On a micro level, where new 
and revised pronouncements 
are applied for the first time, 
there can be an impact on 
the drafting of  the financial 
statements. The financial 
statements will need to 
reflect the new recognition, 
measurement and 
disclosure requirements. 
For example IFRS 10, 
Consolidated financial 
statements, was amended 
for annual periods beginning 

recognition and measurement. 
The consequences of  this 
amendment will be far-
reaching for those entities.

IAS 8, Accounting 
policies, changes in 
accounting estimates and 
errors, contains a general 
requirement that changes 
in accounting policies are 
fully retrospectively applied. 
However, this does not apply 
where there are specific 
transitional provisions. For 
example, when first applying 
IFRS 15, Revenue from 
contracts with customers, 
entities should apply the 
standard in full for the 
current period, including 
retrospective application 
to all contracts that were 
not yet complete at the 
beginning of  that period. 

For prior periods, the 
transition guidance allows 
entities an option to either: 
1 apply IFRS 15 in full 

▌▌▌WHERE IFRS IS USED AS THE BASIS FOR INCOME 
TAX, A CHANGE IN A STANDARD CAN AFFECT THE TAX 
BASE. THE CONSEQUENCES CAN BE SIGNIFICANT

permit use of  the last-in 
first-out (LIFO) method, 
companies using LIFO 
would have to pay income 
taxes sooner because of  the 
higher cost of  sales under 
LIFO. The impact has been 
estimated to be greater 
than US$80bn if  the tax law 
was not changed. However, 
neither the FASB nor the 

IASB base accounting 
policy decisions on 

tax consequences.

on or after 1 January 
2014. This amendment 
provides an exemption 
from consolidation of  
subsidiaries for entities 
that meet the definition 
of  an ‘investment entity’, 
such as some investment 
funds. Instead, such entities 
measure their investment in 
certain subsidiaries at fair 
value through profit or loss 
in accordance with IFRS 9, 
Financial instruments, or IAS 
39, Financial instruments: 
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the impact on the interim 
financial statements will 
not be as great as on 
the year-end accounts. 
However, IAS 34, Interim 
financial reporting, requires 
disclosure of  the nature 
and effect of  any change 
in accounting policies and 
methods of  computation. 

Entity assessment
The entity itself  should 
prepare an impact 
assessment relating to 
the introduction of  any 
new IFRS. There may be 
significant changes to 
processes, systems and 
controls, and management 
should communicate the 
impact to investors and 
other stakeholders. This 
would include plans for 
disclosing the effects of  
new accounting standards 
that are issued but not yet 
effective, as required by 
IAS 8. Audit committees 
have an important role in 
overseeing implementation 
of  any new standard in 
their organisations. 

For example, under 
IFRS 15, an entity may 
need to evaluate its 
relationships with contract 
counterparties to determine 
whether a vendor-customer 
relationship exists. 
Existing revenue 
recognition 
policies will 
also need to be 
evaluated to determine 
whether any contracts 
within the scope of  IFRS 
15 will be affected by the 
new requirements. 

Where a new standard 
requires significantly 
more disclosures than 
current IFRS, the entity 
may want to understand 
whether it has sufficient 
information to satisfy the 
new disclosure requirements 

expected credit loss model 
for calculating impairment. 
It also supplements the new 
general hedge accounting 
requirements that were 
published in 2013. 

Insurance companies will 
be greatly affected as they 
plan to adopt new standards 
on financial instruments 
and insurance contracts. 
However, before insurers 
reach conclusions about 
how they apply IFRS 9, 
they will want to consider 
its interaction with the 
forthcoming standard on 
insurance contracts.

Accounting standards 
have economic effects, 
which can be beneficial 
for some entities and 
detrimental to others. The 
IASB’s evaluation of  costs 
and benefits are by nature 
qualitative. The quantitative 
effects should be anticipated 
by entities as they are the 
ones that will feel them. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
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or whether new systems, 
processes and controls 
must be implemented to 
gather such information 
and ensure its accuracy. 
The entity should choose a 
path to implementation and 
establish responsibilities 
and deadlines. This may 
help to determine the 
accountability of  the 
implementation team 
and allow management to 
identify gaps in resources. 

For example, IFRS 
15 requires entities that 
select the full retrospective 
approach to apply the 
standard to each year 
presented in the financial 
statements. This will require 
entities to begin tracking 
revenue using the new 
standard from the current 
period to the effective date 
of  1 January 2017.

Implementation time
A key thing about recent 
standards is that the 
IASB has given entities a 
reasonable amount of  time 
to plan implementation. 
For example IFRS 9, 
Financial instruments, 
has an effective date of  

1 January 2018. However, 
insurance companies will 
need this time to plan 
their implementation. 

The new IFRS 9 standard 
includes revised guidance 
about the classification and 
measurement of  financial 
assets, including a new 
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in the EU are not required 
to present IFRS financial 
statements either, ‘even 
though they have outside 
investors in their shares 
and bonds’. Such trading 
platforms may not meet the 
regulation’s definition of  a 
‘regulated market’.

‘These anomalies should 
be corrected,’ suggests 
ACCA. ‘An IFRS-based set 
of  accounts should be 

made available.’ ACCA’s call 
comes despite the EU’s 28 
member states potentially 
having contrasting policy 
goals for accounts released 
by public companies without 
subsidiaries. Some simply 
want to provide financial 
information while others 
want to aid investment 
decisions. ACCA accepts 
that this diversity ‘could 
make the requirement to use 
IFRS problematic’.

For companies traded 
on secondary markets, 
ACCA accepts that writing 
a broader common legal 
definition to include such 
platforms might be difficult 
for the EU. It suggests that 
dealing with this problem 
might perhaps best be 
done through a voluntary 
process, by encouraging 
member states to extend 
IFRS to such companies 
of  their own volition. That 
way, the need to agree a 
common EU definition of  
a secondary market could 
be sidestepped.

ACCA is calling on the 
European Commission 
to propose extending the 
scope of mandatory use 
of International Financial 
Reporting Standards (IFRS) 
within the European Union, 
stressing the value that is 
created by IFRS in Europe 
and worldwide. 

The call comes following 
the commission’s launch 
of  a review last year of  
the impact of  making 
IFRS compulsory for the 
consolidated financial 
statements of  around 
7,000 EU companies whose 
securities are traded on a 
regulated EU market.

Mandatory IFRS was 
laid down by the EU’s 
International Accounting 
Standards (IAS) regulation 
1606/2002, and the 
commission is now reviewing 
the operation of  that 
regulation. It will assess the 
feedback from the major 
accounting players this year 
and may draft amendments 
to the regulation as a result.

Anomalies
In its submission, ACCA 
notes ‘some anomalies’ 
created in the EU by the 
regulation not requiring IFRS 
for all major companies. 
ACCA points out: ‘There are 
some listed entities that 
are not required to prepare 
consolidated financial 
statements in IFRS because 
they have no subsidiaries.’ 
These entities can use 
national generally accepted 
accounting principles 
(GAAP) ‘even though their 
equity and/or debt is 
publicly traded’. 

Likewise, companies 
traded on secondary markets 

In general, ACCA wants 
more IFRS. Its consultation 
note declares: ‘Comparable 
and high-quality financial 
reporting remains very 
important for capital 
markets. A single set of  
accounting standards such 
as IFRS is a necessary and 
important component in 
achieving that objective.’ 

This is why ACCA has 
such a high opinion of  the 

IAS regulation, saying it 
‘created a huge impetus 
behind the adoption of  IFRS 
around the world’. It adds 
that ‘EU adoption remains 
a cornerstone of  IFRS’, 
with particular progress 
being made by laying down 
sophisticated rules for some 
complex issues such as 
financial instruments and 
share-based payments that 
are often poorly covered by 
national GAAPs.

Looking ahead, 
ACCA accepts that IFRS 
convergence with US GAAP 
‘is no longer a viable short 

to medium term goal’, but 
this has not stopped the 
spread of  IFRS elsewhere. 

Also, while differences 
between UK GAAP and IFRS 
were not always major, 
contrasts with some EU 
GAAPs were more profound, 
with IFRS pushing real 
change. ‘The restatements 
that entities in different 
member states reported in 
2005 were evidence of  the 

extent of  these differences,’ 
says ACCA. And since then, 
there has been ‘a significant 
increase in comparability’, 
not just in the EU, but in the 
more than 100 jurisdictions 
using IFRS worldwide.

While financial statements 
have become longer since 
2005 as a result, with 
accounts wrestling with 
more complex transactions, 
ACCA thinks that this has 
been positive: ‘Much of  the 
complexity of  the financial 
performance and position 

▌▌▌‘MUCH OF THE COMPLEXITY OF THE FINANCIAL 
PERFORMANCE AND POSITION BEFORE 2005 WAS 
OBSCURED BEHIND APPARENTLY SIMPLER ACCOUNTING’

Sturdy foundations
A review of IFRS in the EU has revealed widespread approval for the standards in Europe 
and an appetite for bringing more companies and trading platforms under its control
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before 2005 was obscured 
behind apparently simpler 
accounting.’ It cites exposure 
to derivatives-based risks 
and their use in hedging, 
which ‘was hidden under 
previous GAAPs’.

Capital access ally
IFRS adoption has helped 
companies access capital in 
the EU and internationally. 
By receiving financial 
information based on 
harmonised and robust 
reporting standards, 
transparency, accountability, 
reliability and management 
stewardship are all boosted.

Without IFRS in the EU, 
the financial crisis would 
have been harder to manage, 
ACCA points out, and made 
it tougher to untangle banks’ 
financial positions. Also, the 
use of  IFRS in the EU has 
helped accounting staff  move 
between companies and 
countries, enabling ‘easier 
and improved training and 
education of  accountants’.

A detailed reform 
favoured by ACCA would 
be a change to the EU’s 
macro-hedging carve-out 

for IAS 39 on financial 
instruments, allowing 
banks to reflect their risk 
management practices in 
financial statements. ACCA 
says that investors might not 
be aware that this affects a 
limited number of  banks: ‘It 
would be better, therefore, 
if  statements of  compliance 
by companies and their 
auditors referred to “IFRS 
as issued by IASB” [the 
International Accounting 
Standards Board] plus “as 
endorsed for use in the EU”.’

Among other 
contributions to the 
European Commission 
review, the Federation of  
European Accountants 
(FEE) is also largely positive 
about the impact of  IFRS 
in the EU. It stresses it 
‘has made it possible for 
listed EU companies to 
access international capital 
markets (including in the 
US) with their IFRS-based 
financial statements without 
any further reconciliation 
or preparation of  other 
financial information’.

It suggests a more 
comprehensive expansion of  

IFRS in the EU than called 
for by ACCA, saying the 
IAS regulation should be 
updated to include any listed 
companies not currently 
required by the IAS regulation 
to present consolidated 
financial statements. 

And it wants the 
regulation to ensure IFRS 
should be made available 
as an option to other 
companies and entities: 
‘This would be beneficial if  
the entity seeks to go public 
in the future. Therefore we 
suggest that reporting under 
IFRS should be available for 
every company.’

Firm response
As for accounting firms, 
Grant Thornton International 
also supports extending 
the IAS regulation to 
listed companies without 
subsidiaries. It also opposes 
calls to exempt smaller EU-
listed companies from ‘full 
IFRS’, maybe developing a 
reduced disclosure regime 
for them. 

‘We believe that IFRS is 
sufficiently scalable that 
smaller listed entities do 
not face undue burdens 
and that differential 
reporting regimes among 
EU-listed companies would 
increase complexity and 

impair transparency,’ 
says Grant 

Thornton.
EU 

adoption 
of  IFRS 

has helped 
push convergence 

of  US GAAP with IFRS, 
according to Crowe 

Horwath International, 
even though the US has 

not formally embraced the 
international standard.

While Crowe 
Horwath is largely 

happy with the scope of  the 
IAS regulation in terms of  
mandatory IFRS, it is not 
content with the way the EU 
adds to IFRS on a standard-
by-standard basis. The 
process typically takes eight 
months, with the European 
Financial Reporting Advisory 
Group (EFRAG), the 
European Commission, the 
EU Accounting Regulatory 
Committee, the European 
Parliament and the EU 
Council of  Ministers all 
discussing adoption. 

‘This process is too long, 
too bureaucratic and a 
waste of  public resources,’ 
says Crowe Horwath. 

It adds that the IASB 
already develops IFRS using 
a ‘thorough and transparent 
process’, making the 
additional EU screening 
‘largely unnecessary’ and 
preventing companies 
from implementing a 
standard by an IASB 
deadline. It is calling for ‘a 
considerable simplification 
of  the process’, ideally 
with each new IFRS being 
adopted automatically.

This stance is backed by 
the International Federation 
of  Accountants (IFAC), 
which says it is ‘unclear 
why the EU needs to have 
an endorsement process 
that follows the issue of  a 
standard by the IASB’. 

IFAC suggests that 
EFRAG should conduct 
consultations and 
assessments of  the potential 
impact of  a standard in the 
EU concurrently with the 
IASB’s development of  it. 
This would allow EFRAG, and 
the EU in general, ‘to be an 
integral part of  the process 
of  the development of  the 
standard’, says IFAC. ■

Keith Nuthall, journalist
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auditors were playing 
catch-up as the volume of  
data produced by clients 
increased far faster than 
the technology to monitor it 
properly could be developed. 
But big data has handed 
the audit profession an 
opportunity to mine this 
deluge of  information to 
maximum effect.

That is why Winfried 
Bischoff, chairman of  the 

Financial Reporting Council, 
told delegates at the PwC/
IASB Meet the Experts 
conference at the end of  
last year that big data and 
technology would have a 
bigger impact on auditing 
than anything else.

Others agree. In the 
summer of  2014 the 
Fédération des Experts 
Comptables Européens 
(FEE) published a discussion 
paper, The future of audit 
and assurance, arguing that 
big data technologies will 
be ‘revolutionary for the 
audit profession’. In their 
responses to the paper, 
various firms describe how 
technology and big data in 
particular are changing the 
nature of  the audit. 

‘Technology innovation 
for audit is a key area 
on which the profession 
should focus, to consider 
how technology can be 
used to perform better 
audits,’ Deloitte says in 
its response to the paper. 
It adds that ‘technology 

It is often said (and 
impossible to corroborate) 
that 80% of the world’s data 
has been created in the past 
two years. The proliferation 
of data has transformed 
our lives, not least in the 
way we act as consumers. 
The era of big data also 
continues to reshape how 
businesses operate, giving 
them far greater insights 
than before into their 
customers, suppliers and 
business partners, as well 
as their own operations. 

We have probably only 
skimmed the surface of  
the benefits that big data 
can bring to business, as 
technology and analytics 
software boost our ability to 
exploit information. It is not 
unlike discovering an engine 
far more powerful than 
anything ever seen – the 
rest of  the vehicle may need 
adapting, but the potential 
for speed is electrifying. The 
question for our particular 
profession is: what does 
auditing look like in a big 
data world?

The answer is that 
it looks very different 
indeed. The quantity of  
data produced by and 
available to companies, 
the replacement of  paper 
trails with IT records, cloud 
storage, integrated reporting 
and growing stakeholder 
expectations for immediate 
information – any one of  
these alone would affect the 
auditing process, but big 
data is bringing them all, 
and more, at the same time. 

The profession has 
historically struggled to stay 
ahead of  the data curve. 
In the first few years of  
electronic communication, 

innovation is making it 
possible to automate highly 
repetitive work, which is fast 
becoming commoditised 
in the audit process’, and 
also eliminating traditional 
records, which puts greater 
reliance on IT records to 
support transactions and 
which in turn necessitates 
a change in the way 
companies are audited.

‘Technology innovation 

has also made use of  
analytics in audits more 
accessible… More financial 
and non-financial data is 
available to assist with risk 
assessment and analysis. 
The use of  electronic audit 
techniques also allows the 
use of  unstructured data as 
part of  the audit. And we are 
seeing companies making 
greater use of  cloud-based 
technologies, which will 
likely impact how financial 
data is managed, stored and 
controlled, and in turn also 
impact how we audit.’

All change
The fundamental nature 
of  audit is changing. 
Technology is allowing 
the monitoring of  large 
or complete sets of  data, 
rather than samples, on a 
more frequent and perhaps 
continuous timescale. In 
theory, the result is a more 
thorough, better quality and 
more efficient audit.

However, already auditors 
are going further. Hywel Ball, 

EY’s head of  assurance in 
the UK and Ireland, explains 
that new technology and 
techniques have brought a 
far greater ability to mine 
data and look for anomalies 
and red flags as part of  the 
audit. He explains: ‘Take 
unstructured data, which 
usually means things like 
email traffic. If  we were 
looking for a rogue trader 
at a bank, for example, we 

could correlate between that 
unstructured data and the 
structured data – the official 
records that traders produce 
– to look for anomalies and 
add greater insight. These 
are techniques that were 
developed by our forensic 
accounting practice but 
increasingly we’re using 
them in auditing.’ 

But, he adds, why stop 
there? In a big data world, 
there is an almost limitless 
supply of  information, which 
may be equally relevant to 
an auditor. ‘There might be 
a case, for example, where a 
flurry of  outraged comments 
on Twitter could alert you 
to an environmental issue 
affecting a company,’ he 
says. ‘At the moment, as 
auditors, we focus on the 
information within the client 
company’s business and 
systems, but the advent of  
social media and internet-
enabled devices means 
that there’s an awful lot of  
data that sits outside the 
organisation that could 

▌▌▌‘One Of the cOnsequences Of mOre audit 
tendering activity is that firms are using 
technOlOgy as a key differentiatOr’

Big data auditing dynamite
Big data is transforming the way audits are conducted, but also posing a major  
challenge to existing standards and training, as well as systems and processes
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be equally relevant. That’s 
the next wave of  big data 
understanding.’

For the Big Four in 
particular, this is an ideal 
opportunity to take back 
some of  the lost ground 
on audit and assurance, 
which has increasingly 
been commoditised in 
recent years. ‘One of  
the consequences of  an 
increase in audit tendering 
activity has been that firms 
are using technology as a 
key differentiator,’ says Ball. 
‘All of  the firms are moving 
to internet-based auditing 
software. Tendering is 
driving innovation.’

It also helps to explain 
the huge investment the 
largest firms are making in 
data analytics. KPMG, for 
example, is halfway through 
a $1bn, five-year global 
investment plan in data and 
analytics solutions, which 
has seen it form a strategic 
alliance to apply McLaren 
Applied Technologies’ 
predictive analytics and 
technology to its audit 
and advisory services, and 
take an equity stake in 
Bottlenose, a real-time trend 
intelligence company.

The theory is that 
analytics will provide a 
better quality audit that 
adds extra insights of  value 
to the client. Costs can be 
controlled to some extent 
if  the process-driven grunt 
work can be handled by 
shared service centres, while 
the power of  data analytics 
adds more value than ever 
to the service provided. In 
practice, there is still some 
way to go before clients see 
audits as a valuable exercise, 
and audit fees have not 
increased significantly as 
the new technology has been 
introduced. ‘At the moment 
we are putting more cost on 
without taking anything out,’ 
is how Ball puts it. 

In spite of  the rate of  
audit innovation, not »
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part, IT has been used to 
computerise and improve 
the efficiency of  established 
processes rather than 
transform or replace them. 
Consequently, improvements 
have been incremental 
rather than transformative.’ 

The paper argues that 
while technology could be 
used to achieve the same 
level of  assurance more 
efficiently and at a lower 
cost than current systems 
can provide, it would be an 
even greater benefit if  it was 
used to deliver a higher level 
of  assurance at a similar 
cost. This would result in 
better audit quality for 
clients and investors, and 
reduce risk and liability for 
the auditor.

Some auditors argue, 
though, that auditing 
standards are holding 
back true innovation. At 
the moment, there is no 
definitive guidance on, 
for example, what data 
should be made available 
to auditors (the AICPA 
published an audit data 
standard in 2013, which 
discusses which data 
should routinely be made 
available to auditors and 

everyone is convinced the 
profession is adapting 
quickly enough to big data 
and its challenges. 

A recent white paper, 
Reimagining auditing in a 
wired world, produced by 
the Emerging Assurance 
Technologies Task Force of  
the American Institute of  
CPAs (AICPA), points out 
that if  auditing were to 
be invented today, the 
processes would be 
designed to make best use 
of  the available technology, 
so that auditors could 
provide the most effective 
and efficient services 
possible. Instead, says 
the paper, ‘for the most 
part auditors use legacy 
processes that are not much 
different from 50 years ago, 
except that they have been 
computerised’.

The white paper argues 
that the profession needs to 
take ‘a quantum leap’ and 
redesign audit processes 
using today’s technology. 
‘Although auditors embrace 
and make extensive use 
of  IT, little has been done 
to consider how auditing 
might be transformed by 
it,’ it says. ‘For the most 

in what format, but the 
standard is voluntary). An 
added difficulty is that 
current auditing standards 
have their roots firmly 
in the traditional audit 
process, where samples of  
transactions are examined 
rather than an entire body 
of  data.

‘It’s right that we’ve 
been doing audit in more 
or less the same way for 
50 years,’ says Ball, ‘but 
that has been driven by our 
auditing standards. We now 
have all these new systems 
available for workflow 
management and managing 
and interrogating data, and 
we’re working out how best 
to use them, but we also 
need auditing standards 
to allow us to use them 
efficiently. The standards 
are prescriptive about points 
we need to hit and what we 
need to do, and you can be 
so worried about missing 
them that you end up doing 
it the old way,’ he says.

‘Auditing standards set 
the boundaries of  what we 
can do. We can only move 
so far ahead – we need the 
standard-setters to move.’

Modified standards
A recommendation of  the 
AICPA’s white paper is that 
auditing standards need to 
be modified to incorporate 
the concepts of  big data and 
continuous auditing. It is a 
call that the standard-setters 
are preparing to meet.

In December, the 
International Auditing 
and Assurance Standards 
Board (IAASB) published 
its work programme for 
2015/16, which included 
a number of  projects 
classified as information-
gathering activities to 
inform future work. The 
IAASB has said it will form 
a working group to monitor 
‘the various applications 
of  data analytics and the 
relationship to the audit, 

such as the effect on risk 
assessments, testing 
approaches, analytical 
procedures and other audit 
evidence’. An initial IAASB 
discussion is planned for 
June 2015, including a 
review of  international 
auditing standards that 
might be affected by 
changes in IT, followed 
by the development of  a 
discussion paper.

A further priority for 
the auditing profession 
is to ensure that it trains 
auditors in the skills needed 
to meet the demands of  
a big data world. FEE’s 
paper points out: ‘It will 
be essential for auditors 
to evolve and maintain 
professional knowledge and 
skillsets at the level required 
to respond to and keep up 
with the changes. To this 
end, the appropriateness 
of  the current education 
and training models, 
which are based on 
a number of  historic 
disciplines, are increasingly 
being questioned as to 
whether they continue to 
build and develop the right 
competencies for the future.’

Deloitte agrees with this 
point in its response to the 
paper: ‘Automation of  many 
lower-level and possibly 
even some knowledge-based 
tasks will have a direct 
impact on the talent model 
of  accounting firms.’ 

There is no suggestion, 
though, that computers will 
eventually replace auditors 
altogether. The firms argue 
that automation of  many 
parts of  the audit is in fact 
a good thing because it 
frees up audit professionals 
to concentrate on the most 
value-adding (and exciting) 
areas. ‘However good the 
software,’ says Ball, ‘it’s 
never going to be of  much 
use unless you have people 
to ask the right questions.’ ■

Liz Fisher, journalist
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While tax administrations 
and professionals are 
all eyes and ears for 
multilateral government 
reform of the world’s 
tax systems, the small 
European state of FYR 
Macedonia is already 
engaged in a thoroughgoing 
reshaping of its corporate 
tax regime. 

The country is a member 
of  the 10% flat tax rate 
club, along with Bulgaria, 
Montenegro, Bosnia, Albania 
and until recently Serbia and 
Cyprus – all of  which were 
competing on the tax field 
for foreign investments in 
the same southeast corner 
of  the European continent. 

To stand out from the 
rest, Macedonia offers a 
generous 10-year tax holiday 
package for any foreign 
investors doing business in 
its so-called Technological 
Industrial Trade Zones. 

And if  that were not 
enough, the state decided 
to go even further in 2009 
by releasing all its corporate 
taxpayers from paying tax 
on profits that were retained 
in business. This introduced 
a tax regime where annual 
corporate profits did not 
get taxed until the company 
decided to distribute them 
between its shareholders – a 
regime currently practised in 
Europe only by Estonia. 

Yet when the Organisation 
for Economic Cooperation 
and Development (OECD) 
issued its Action Plan on 
Base Erosion and Profit 
Shifting (BEPS) report 
proposing specific ways to 
tackle tax avoidance, having 
just started to discover 
the merits of  similar non-
traditional cashflow tax 

systems, Macedonia decided 
to switch back to taxing 
corporate profits accrued on 
an annual basis. 

In early 2014 the country 
essentially reintroduced the 
tax regime in force before 
2009. The change came 
with immediate effect, so 
corporate taxpayers will 
have to remit 10% tax on 
their accounting taxable 
profits as early as fiscal 
year-end 2014. 

Unique system
The reimposed tax regime 
will replace a system 
that certainly had some 
positive features. Under 
the 2009–2014 system, 
companies prepared their 
annual accounts based 
on International Financial 
Reporting Standards (IFRS) 
in the usual way, and as 
long as no dividend payout 
took place at year-end 
the earnings piled up free 

of  tax charge. Once a 
dividend was paid, 10% 
income tax was levied on 
the distributed profits 
along with any pertinent 
dividend withholding tax 
for non-resident corporate 
shareholders. 

As taxation was 
triggered only upon 
formal distribution to 
the shareholders, it was 
only natural that there 
would be investors trying 
to extract cash from the 
company through different 
workaround arrangements. 
To prevent this, the regime 
subjected to immediate 
annual taxation certain 
expenses, such as gifts or 
transfer pricing adjustments 
of  excessive related-party 
charges, losses on bad 
debts, lending funds to other 
entities, etc. 

The unique system 
allowed companies to 
manage their tax cashflows 

efficiently, paying their 
dues only when profits were 
realised and free cash was 
available to pay a return. 

Another advantage of  the 
regime was that operating 
losses could be carried 
forward virtually forever as 
a company paid dividends 
only once its book earnings 
had absorbed all past 
losses. Tax accounting was 
straightforward, while the 
risk of  delayed payment 
and accruing default 
interest because of  liquidity 
problems was minimised 
since companies paid only 
when they were ready. 

However, maintaining 
a low flat tax rate while 
offering full tax exemption 
in continuously expanding 
trade zones at the same 
time as preventing hidden 
distributions left the country 
with little alternative but 
to reintroduce annual 
corporate taxation. »

Macedonia’s tax reform ends
Viktor Mitev explains why Macedonia has terminated a near-unique corporate tax 
regime and the consequences for businesses of its replacement by a new system

▼ the 10% club
Like the other Yugoslavia successor states of Montenegro 
and Bosnia, as well as its Balkan neighbours Albania and 
Bulgaria, Macedonia levies a 10% flat rate of tax
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to address the exact scope 
and rules on application of  
the incentive.

Lose it or use it
Companies that used to 
be more laid-back on the 
deferred tax aspects of  their 
dealings will now need to 
reconsider their financial 
models in view of  another 
new rule that concerns 
tax losses: a limitation on 
carrying forward tax losses 
to three fiscal years. If  a 
company begins operations 
in the country with 
substantial startup costs 
and takes longer than three 
years to break even, it will 
effectively lose its right to 
tax-deduction on its initial 
expenditures. Three years is 
a relatively short period for 
utilising losses, especially 
for larger-scale projects. 

There is also a lack of  
flexibility on planning tax 
depreciation rates. Currently, 
tax allowances should stick 
with the book depreciation 
schedule determined, based 
on the asset’s useful life. So 
those faced with losing their 
deferred tax asset at year 
three would not be able to 
slow down tax depreciation, 

Incentives here to stay
The change in the tax regime 
does not let down those 
businesses attracted by the 
widely advertised exemption 
for reinvested profits in 
the country. 

The new regime provides 
some compensation through 
a special tax incentive for 
investment in non-current 
assets: there is tax relief  
on annual profits equal 
to the amount of  capital 
expenditure made. This is on 
condition that the assets are 
used for business purposes 
and remain with the taxpayer 
for a five-year period. 

That tax relief, along 
with the right to charge tax 
depreciation for the asset 
over its usage, might lead 
to a total tax saving of  20% 
of  the asset value. The new 
incentive may therefore offer 
tax-planning opportunities 
for companies that do 
business outside the tax 
holiday zones. 

This will probably impact 
management decisions on a 
variety of  buy versus lease 
and buy-to-let arrangements 
within and outside a group. 
Further guidance from the 
local authorities is expected 

wasting it along with the 
operating losses. This will 
inevitably trigger thoughts 
on useful life estimates, 
sale and leaseback ideas, 
and other group planning 
initiatives.

Tax havens
The new law extends the 
definition of  related parties 
to any entities based 
in low-tax jurisdictions. 
Although Macedonia has 
not yet put together a 
blacklist of  states, lower 
than 10% presumably 
includes only tax havens 
that impose no corporate 
tax at all. This will allow 
technical reclassification of  
transactions with tax haven 
entities that have no transfer 
pricing documentation 
support as hidden 
distribution of  profits by the 
local counterparts. 

This measure comes 
as no surprise given 
the increased focus on 
transfer pricing and the 
coordinated international 
approach against tax 
evasion through tax haven 
jurisdictions. Experience 
shows that when such 
legislation is introduced, 

many local investors with 
offshore shareholdings 
look at rationalising their 
legal structure by moving 
towards more established 
intermediary EU holding 
jurisdictions, such as 
Malta, Luxembourg or the 
Netherlands.

Debt restructuring
The rules on tax deduction 
will generally stay the same, 
but fixing the tax due date 
at year-end will probably 
change the way companies 
approach their transactions 
throughout the year. This is 
even more valid for financial 
management decisions. 

Following years of  
considerable growth in 
the region, boosted by 
substantial leverage, 
many local companies 
found themselves deeply 
decapitalised and unable 
to service their debt. To 
keep borrowers’ heads 
above water, many lending 
institutions had to agree 
to haircuts and refinancing 
arrangements where a 
significant part of  the debt 
was simply written off. 

However, as soon as the 
debtor is brought back to 
life, it has to face another 
liability (this time to the 
tax administration) that 
arises from its debt write-off  
triggering substantial book 
gain thanks to accruals 
accounting. This short-term 
liquidity event will put new 
considerations on the table 
when lenders and borrowers 
start discussing how to fix 
things efficiently.

The Macedonia deadline 
for filing the 2014 annual tax 
return is 15 March 2015. ■

Viktor Mitev ACCA is tax 
manager at EY (Ernst  
& Young)

For MorE inForMAtion:

The BEPS project is at: 
tinyurl.com/BEPSpage
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EUROPEAN UNION 

SUBSIDIARY ABUSE
The European Union 
(EU) Council of  Ministers 
has agreed to reform 
the parent-subsidiary 
directive (2011/96/EU) 
to prevent it being abused 
for tax avoidance. The law 
exempts from withholding 
taxes, dividends and other 
profit distributions paid 
by subsidiaries to parent 
companies, preventing 
double taxation. This reform 
would prevent corporations 
from gaining such benefits 
where subsidiary-parent 
arrangements are made 
mainly or partly for 
‘obtaining a tax advantage’. 
Member states have until 
15 December 2015 to 
implement such a rule. See 
tinyurl.com/2011-96-EU

 
ANTITRUST PROBE FILES
Accountants have been 
asked to comment on 
European Commission plans 
to change antitrust inquiry 
procedures to ease access to 
EC files by victims of  illegal 
marketplace collusion. This 
follows the approval of  last 
November’s directive on 
antitrust damages, helping 
citizens and companies 
claim damages if  they are 
victims of  infringements 
of  EU antitrust rules, such 
as cartels or abuses of  
dominant market positions. 
See tinyurl.com/ec-antitrust 

COMMON TAX BASE
European Union (EU) 
finance officials have 
been told to consider 
the international aspects 
of  creating a common 
consolidated corporate tax 

FINANCIAL REPORTING

INVESTMENT ENTITIES
Investment Entities: Applying 
the Consolidation Exception 
(Amendments to IFRS 10, 
IFRS 12 and IAS 28) is a 
narrow-scope amendment 
to IFRS 10, Consolidated 
Financial Statements, IFRS 
12, Disclosure of Interests in 
Other Entities, and IAS 28, 
Investments in Associates 
and Joint Ventures. It 
clarifies the requirements 
when accounting for 
investment entities in 
relation to the exemption 
from consolidation. The 
amendments can be 
applied immediately and 
are mandatory for periods 
beginning on or after 1 
January 2016.

More at tinyurl.com/
iasb-amend

AUDIT

EDUCATION: 
ENGAGEMENT PARTNERS
International Education 
Standard 8, Professional 
Competence for Engagement 
Partners Responsible for 
Audits of Financial Statements 
(Revised), is aimed at 
International Federation 
of  Accountants (IFAC) 
bodies but should also be 
considered by firms and 
engagement partners. 
The revised standard 
focuses on the professional 
competence requirement for 
engagement partners who 
have responsibility for audits 
of  financial statements and 
is effective from 1 July 2016. 
More at tinyurl.com/ies8-rev

Glenn Collins, head of 
technical advisory, ACCA UK

base (CCCTB) and ordered 
to report back to the EU 
Council of  Ministers by 
mid-2015. Finance ministers 
want to coordinate EU 
discussions with ongoing 
work at the Organisation 
for Economic Cooperation 
and Development (OECD) 
on base erosion and profit 
shifting (BEPS). More at 
tinyurl.com/eu-ccctb

  
EU WEALTH TAXES
A detailed comparative 
report on taxation within 
the 28 European Union (EU) 
member states of  personal 
wealth and its transfer 
has been released by the 
European Commission. 
Inheritances and gifts are 
taxed in 20 and 21 member 
states respectively; real 
estate is taxed in every 
member state, possession 
in 27 and transfers in 
26. Malta only taxes real 
estate transfers, while 
Lithuania and Slovenia tax 
possession only. As for 
annually recurring taxes, 
eight member states tax 

possession of  certain assets, 
and, in seven cases, vehicles. 
Only Italy specifically taxes 
bank accounts and financial 
assets. See tinyurl.com/ 
eu-wealth

OECD

TAX BURDENS 
CONTINUE TO RISE
The average tax burden in 
the developed countries of  
the OECD has continued to 
rise – up 0.4% in 2013, to 
34.1% of  GDP, compared 
with 33.7% in 2012 and 
33.3% in 2011. A new OECD 
report found that the largest 
2013 increases were in 
Portugal, Turkey, Slovakia, 
Finland and Denmark, the 
latter having the highest tax-
to-GDP ratio among OECD 
countries at 48.6%. The 
largest falls were in Norway, 
New Zealand and Chile, 
which has one of  the lowest 
tax-to-GDP ratios (20.2%). 
More at tinyurl.com/oecd-
tax-policy ■

Keith Nuthall, journalist

Technical update
A monthly round-up of the latest developments in financial reporting, audit, taxation 
and legislation from the IASB, IFAC, the European Union, the OECD and elsewhere

OnlInE IFRS SERvICE 
The IFRS Foundation has launched its latest online 
resource, eIFRS Professional, which provides access 
to authoritative, annotated versions of IFRS and 
supporting materials. 

Benefits to subscribers include:

* a standards comparison tool

* a new user interface, with access to all IFRS content

*a new search facility

*access to the IFRS Foundation’s education resources

* access to the foundation’s archive of  content, 
available in multiple languages and spanning more 
than four decades.

To find out more, including a walkthrough of  the new 
functionality, visit tinyurl.com/eifrs-pro
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priority for underpinning 
sustainable growth.

‘There is a massive 
gap in skilled, qualified 
accountants. Several 
years ago, there were 
just two ACCA-accredited 
accountants, and now 
there are 12,’ says Feroz 
Rafiq, the first to be 
accredited in the country 
and CFO at Afghanistan 
Holding Group (AHG), 
which provides professional 
business services. 

‘There is a bit of  a 
brain drain, but there’s 

Afghanistan, with its 
population of 30 million, 
has barely 1,000 certified 
accountants, not even 200 
of whom are Afghans, 
according to the American 
University of Afghanistan 
(AUAF). Nor does the 
country have any national 
accounting regulations. 

Over 30 years of  conflict 
has left the Afghan economy 
in shambles. With foreign 
troops set to withdraw by 
the end of  2016, developing 
the accountancy sector and 
domestic regulations is a 

not really an accounting 
pool for people to drain 
from,’ he adds. ‘In fact, 
accountants can make 
more money here than in 
Pakistan or Dubai because 
of  the shortage to cater to 
the country’s 17 banks, five 
major telecommunication 
companies, and hundreds 
of  non-governmental 
organisations (NGOs).’

While small accountancy 
firms exist, international and 
Pakistani firms do the bulk 
of  international-standard 
accounting in the country. 
Hedayatullah Yahya, CEO of  
Afghan United Bank, says: 
‘Accredited accountants are 
either at foreign companies, 
banks or NGOs. Basically, 
the government and 
business don’t use qualified 

Seeds of hope
With most NATO troops having now withdrawn from Afghanistan, the country urgently 
needs to build an accounting profession as part of its economic recovery

▲ troops out
After 13 years in Afghanistan, most NATO combat troops have 
now left the country, leaving around 12,000 soldiers to train 
Afghan security forces for another two years
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greater demand for people 
specialising in accountancy 
and financial management.’

Accountants are hopeful 
that once the newly elected 
president, Ashraf  Ghani, 
has managed to form a 
government, this drawback 
will be overcome. But even 
when the political stalemate 
has been overcome, there 
will be a great deal on 
the national plate for any 
incoming government. 

Kakar says: ‘The issue for 
investors is security – fiscal 
security – and corruption in 
the government. Accounting 
is not anywhere near being a 
top issue to tackle.’

Abdurrahman Al-Hashimi, 
a consultant with a Dubai 
logistics firm who was the 
second Afghan to achieve 
ACCA affiliation certification 
in 2009, suggests that any 
new law should take into 
consideration the accounting 
standards used in major 
trade partner countries. 

Al-Hashimi says: ‘We 
need GAAP for Afghanistan 
and ultimately to develop 
our own standards, 
including by working with 
accounting bodies in the 
region, particularly those 

accountants but rely on 
those with an MBA, which 
is very different from an 
accounting qualification.’

The high-profile Kabul 
Bank scandal in 2011 did 
nothing to enhance the 
reputation of  accountants. 
Both PwC and Deloitte 
faced criticism following a 
US$900m fraud. 

‘The scandal left a sour 
taste, as very few people 
now trust the banking 
system,’ says Sanzar Kakar, 
chairman of  AHG. ‘A further 
negative was that there 
were a number of  knee-jerk 
reactions, with, for example, 
more regulations for opening 
bank accounts and getting 
financing, which is almost 
non-existent, as to get a 
loan requires, among other 
things, 300% collateral.’ 

Slow progress
Despite the scandal and a 
World Bank-funded project 
at the finance ministry 
in 2012 to develop an 
accounting law and set 
up an accountancy body 
to govern the sector, no 
significant progress has 
been made to date. 

Abdul Hakim Waziri 
FCCA, an accounting 
lecturer at the AUAF, 
says: ‘The lack of  a 
standardised approach 
towards accounting is 
hindering the sector as 
different organisations 
follow different standards 
of  accounting, which 
often leads to confusion 
and misinterpretation 
of  accounts. 

‘There is a need to 
change this as quickly as 
possible because in the 
coming years, there will be 

in Pakistan, India and the 
United Arab Emirates.’

That said, Afghan 
institutions such as the 
AUAF, Mashal Institute 
of  Higher Education and 
Bakhtar University are 
running specialised courses 
offering qualifications from 
ACCA and others to bolster 
the number of  Afghani 
accountants. Some 280 
students are enrolled on the 
AUAF’s ACCA programme, 
and a further 2,500 in 
ACCA courses. The AUAF is 
expanding outside of  the 
capital Kabul – an important 
move as just 22.6% of  
Afghanis live in urban areas. 

Following a survey last 
year that indicated clear 
demand for accountants 
in the private sector, the 
AUAF has opened branches 
in Kandahar and Herat, 
and plans to open in 
Mazar-i-Sharif, Balkh and 
Jalalabad, too. ‘We expect 
to train 5,000 accountants 
over the next four to five 
years,’ says Ahmad Reshad 
Popal, executive director 
of  the AUAF’s Professional 
Development Institute.

This will not be easy, 
partly because classes are 

taught in English rather than 
in local languages such as 
Dari and Pashto, so students 
first have to learn English to 
a proficient level.

What’s more, few 
companies offer internships, 
making it hard to acquire 
accounting experience, 
something compounded by 
the poor economy. Yahya 
says: ‘Companies are not 
taking on many interns 
due to there being costs 
attached and most projects 
were in construction, but 
these have slowed down, so 
demand for accountants and 
interns has decreased.’

Optimism
But as NATO troops withdraw 
and the economy moves 
from being donor-based to 
private, Afghan accountants 
believe that there are 
grounds for optimism, 
especially if  an accounting 
law is put in place. 

‘No matter how bad 
business is in Afghanistan, 
the experience of  emerging 
markets globally shows that 
accounting firms always 
emerge to do much better,’ 
says Al-Hashimi. ‘The shift 
from donor-funded projects 
to the private sector means 
there is potential for the 
sector, especially as there 
will be huge demand from 
the mining and agricultural 
sectors.’ ■

Paul Cochrane, journalist

▌▌▌‘There is a biT of a brain drain, buT  
accounTanTs can make more money here Than 
in PakisTan or dubai because of The shorTage’

economic recovery
Afghanistan has been racked by conflict for decades, but the economy is getting 
back on its feet. The Asian Development Bank has forecast GDP growth at a robust 
3.5% for 2014 and 4.5% in 2015. The biggest economic sector is agriculture, 
followed by mining and services. 

Afghanistan harbours huge veins of  lithium, copper, iron, cobalt and gold worth an 
estimated US$1 trillion, according to US government data. Extracting such resources, 
including oil and gas, could generate for the Afghan government more than US$2bn 
a year – equal to the country’s entire GDP in 2001. By 2013, GDP had risen to 
US$45.30bn, and per capita income had reached US$1,100. 

At the 2012 Tokyo Conference on Afghanistan, international donors pledged 
US$16bn in development aid to 2015. 
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and around their other 
commitments such as work 
and family.’

Demand-driven
The recent See the Future 
report by CarringtonCrisp, 
the education market 
researcher and consultancy, 
indicates that technology is 
expected to continue having 
a widespread impact on 
business learning. Deans and 
directors of  business schools 
were asked for their views, as 
were employers (CEOs and 
chairmen). Just over 90% of  
business school respondents 
thought that technology 
would promote the growth 
of  new business models for 
business education. 

The report, supported 
by ACCA and the European 
Foundation for Management 
Development (EFMD), also 
reveals that much of  the 
disruption of  business 
education may be demand-
led: just over 80% of  
business school respondents 
thought that degree 
students would expect 
delivery of  programmes to 
be, in part, online.

 ‘It has been clear for 
many years that the pace 
of  change in business 
education is accelerating,’ 
says Eric Cornuel, director 
general and CEO at EFMD. 

How will qualified 
accountants continue their 
professional development 
in future? And how will 
students gain the skills and 
knowledge that employers 
value? The debate about 
business education models 
is a lively one, not least 
because of the increasing 
impact of online delivery. 

The growth of  massive 
open online courses 
(MOOCs) is an important 
part of  this phenomenon, 
offering a way to open up 
education to expanding 
middle classes in fast-
growing economies as 
well as to more learners in 
developed nations. 

The model is encouraging 
collaboration between 
business and universities. 
UK retailer M&S, for 
example, teamed up with the 
University of  Leeds in 2014 
to run a MOOC on business 
innovation. ACCA itself  
has joined forces with the 
University of  Exeter Business 
School in the UK and MOOC 
provider FutureLearn to offer 
a free Discovering Business 
in Society course. 

Alan Hatfield, director 
of  learning at ACCA, says: 
‘Anytime, anywhere learning 
is on the rise, providing 
students with the flexibility 
to learn at their own pace 

‘Understanding the drivers 
of  change and the demands 
of  those seeking to learn 
in the future are key to our 
member schools delivering 
effective solutions. 

‘More and more, our 
members recognise the need 
for business to be studied 
in a wider context to see the 
impact it has on society. To 
this end, there is a growing 
need for business schools 
to work with other faculties, 
departments and experts to 
ensure students receive a 
rounded education.’

Hybrid approach
Despite the disruptive 
impact of  technology, 
face-to-face learning and 
development will remain 
important in business 
education, not least because 
of  the potential for greater 
interaction to support the 
development of  ‘softer’ 
skills. Almost 80% of  the 
business school respondents 
surveyed by CarringtonCrisp 
believe that executive 
education for senior 
managers and directors will 
largely remain face-to-face. 

Overall, however, online 
resources will be used more 
extensively. Of  the employers 
surveyed, 70% expect more 
training and development to 
be delivered online in their 

organisation in the next five 
years. By 2020, on average, 
employers believe that 57% 
of  training and development 
will be delivered online. 
Employers typically think 
that hybrid learning (a 
mix of  classroom, online 
and experiential) offers 
the best approach to 
developing individuals. 

Employers have a range 
of  demands when it comes 
to business education. 
They want value for money 
and teachers with real-
world experience. They are 
looking for quicker, cheaper 
approaches to training and 
development that deliver a 
more substantial impact. 
They are also frustrated that 
many business graduates 
are strong academically but 
demonstrate little evidence 
of  professional skills.

‘When they hire new 
talent, employers believe a 
professional qualification is 
essential or desirable,’ says 
Hatfield. ‘As a professional 
body, ACCA is committed to 
business education. Working 
with universities, MOOC 
providers and business 
schools around the world, we 
aim to ensure the future of  
business education remains 
relevant and valued.’ ■

 
Sarah Perrin, journalist

The future of 
education
With changes in the way business 
education is delivered, how can we 
ensure it remains relevant and valued? 
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director, HR, of  telecoms 
provider Ooredoo. She said: 
‘Women need to brand 
themselves and have their 
own identity.’ 

She added that 
education/development, 
family support, 
entrepreneurship and 
socialising/getting noticed 
are the four core ingredients 
for jumping any hurdles.

Keynote speaker Hilda 
Mulock Houwer, partner 
and global head advisory 
at KPMG, said: ‘Building 
strong, mutually supportive 
professional and personal 
relationships will always 
provide a solid foundation 
for a successful career, and 

Finance professionals and 
business executives at 
an inaugural networking 
breakfast event debated the 
challenges facing women 
pursuing a finance and 
accounting career in Qatar. 

More than 60 senior 
business people attended 
the event, organised by 
ACCA and Qatar’s Women 
in Finance and Accounting 
(WIFA) forum in Doha last 
December. It was sponsored 
by Deloitte Qatar, PwC 
Qatar, KPMG Qatar, and 
Qatar General Insurance 
and Reinsurance. 

The discussion was 
opened by guest of  honour 
Buthaina Al Ansari, senior 

networks like WIFA provide a 
great opportunity to do this.’ 

Also on the panel were 
Samera Asad, FD of  Qatari 
Diar; Muhammad Bahemia, 
partner at Deloitte and 
Touche; Rana Fayez El Hajjar, 
treasury manager at Qatar 
Gas; and Layla Al Dorani, 
founder and CEO of  Raw 
ME. Self-belief  is key, agreed 
the panel, and being your 
own leader is the mantra. 

Deepa Chandrashekar, 
financial controller at 
Qatar General Insurance 
and Reinsurance and WIFA 
chairperson, said: The forum 
is proud to provide a unique 
platform for women finance 
professionals working across 

multiple industries in Qatar 
to network.’ 

Ritu Nanda, head of  
ACCA Oman and Qatar, 
said: ‘ACCA research shows 
that organisations that 
draw talent from diverse 
backgrounds perform better 
than those which limit the 
scope of  their recruitment.’

Saumya Krishna, senior 
manager at Deloitte and 
Touche and vice chairperson 
of  WIFA Qatar, moderated 
the panel discussion. 
‘Today’s event has been 
a small but a significant 
step towards raising the 
profile of  women in the 
profession within the 
country,’ she said. ■

Self-belief is the key
The challenges facing women who want a career in finance were explored at a recent 
Qatar event organised by ACCA and the Women in Finance and Accounting forum
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ACCA in master’s first

ACCA and the University 
of London are to offer a 
master’s programme to 
all ACCA students and 
members. It is the first 
time an accountancy body 
has joined with a university 
to enable students 
around the world to gain 
a master’s degree and a 
professional accountancy 
qualification at the same 
time.

ACCA chief  executive 
Helen Brand said: ‘We are 
delighted to be the first 
professional accountancy 
body to be able to deliver 
this type of  programme. 

Providing global access 
to a prestigious master’s 
qualification as part 
of  ACCA’s professional 
qualification will offer our 
students and members the 
opportunity to enhance their 
employability even further.

‘We know that employers 
in many markets place a 
very high value on finance 
leaders having both a 
professional and a master’s 
qualification. We also know 
that the ACCA Qualification’s 
flexibility and portability 
are big factors for students 
when making their decision 
about which path to take. 

ACCA and the University of  
London have just increased 
that access and flexibility.’

The programme will use 
modern online tools and 
interactive learning activities 
in addition to offering a 
range of  learning support 
available through UoL’s 
well-established community 
of  teaching institutions and 
online tutors.

The master’s programme 
will be available from early 
2016. Further details 
relating to the routes 
for ACCA students and 
members will be made 
available in March 2015.

University of London and ACCA to deliver the first ever master’s 
course integrated with a professional accountancy qualification

InsIde 
ACCA
65 Women in 
finance Qatar event 
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challenges
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business education 
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professionals are on 
the front line
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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 
170,000 members 
and 436,000 
students throughout 
their careers, 
providing services 
through a network 
of  91 offices and 
active centres. 
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5.7%
An ACCA report has 
found that 5.7% of  
employees in high-income 
countries have the 
potential to undertake 
entrepreneurial activity. A 
new breed of adviser for the 
modern-day enterprise can 
be downloaded at www.
accaglobal.com/ab/154

▲ seal of approval
Left to right: David McGraw, financial director functions, RBS; 
Craig Vickery, head of ACCA Scotland; and Victoria North, 
director Global Finance Services, RBS

RBS has been awarded 
global accreditation for 
trainee and professional 
development. Receiving 
the award, Victoria 
North, RBS’s director 
global finance services, 
said: ‘My global 
leadership team and 
I are delighted RBS 
has been awarded 
global platinum status, 
meaning that regardless 
of location, you know 
RBS provides the 
highest standards to 
support you with your 
studies or continuing 
your professional 
development.

‘This is extremely 
important,’ added North, ‘as we have teams based in several locations who can now 
take advantage of  the benefits of  being an ACCA Approved Employer.’

To gain the necessary approvals, RBS in India, Poland, Scotland and Singapore 
provided corroborations from their ACCA students and members.

Craig Vickery, head of  ACCA Scotland, said: ‘Gaining global accreditation for trainee 
and professional development shows the commitment RBS has to developing its staff. 
ACCA looks forward to further developing this relationship to assist RBS to create 
finance professionals across the world.’

rbs pICks Up gLobAL trAInIng AwArd
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