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The finance professional as trusted partner

ACCA’s annual conferences 
in Asia are a forum for 
members to gather together 
to discuss and refl ect on 
developments in business 

and fi nance regionally and worldwide. But this isn’t just an 
opportunity to be regaled by an array of expert speakers. 
Lots of senior members also regard ACCA’s annual get-
togethers as a chance to chew over their own challenges in 
the workplace with fellow professionals, with the break-out 
sessions, coffee breaks and lunch cited as just as valuable as 
the speeches and panel debates.

This year’s conference focused on how fi nance professionals 
must become the trusted partners to an organisation to remain 
relevant. Delegates heard how they needed to embrace innovation 
and cultivate an intrapreneurial mindset. Taking measured risks 
and using the latest digital technologies to accelerate the delivery 
of strategic outcomes were highlighted as areas in which fi nance 
professionals need to move with the times. You can read more in 
our feature on the conference on page 16. And do have a look at 
our video in which ACCA head of policy, Asia Pacifi c, Chiew Chun 

Wee, explains why intrapreneurship is crucial to the survival of fi rms 
operating in evolving business environments.

On page 39 we also take a look at how behavioural science – 
understanding how staff think and what motivates them to achieve 
optimal performance – can impact pay and benefi ts. Research by 
UK-based HR professional body CIPD has offered some insight 
into how employees respond to money and opportunity; should 
corporates rethink how they reward their people?

In our big interview on page 12, Dato’ Yasmin Mahmood, 
CEO of Multimedia Development Corporation, explains how she 
is helping to develop a fi rst-rate ICT sector in Malaysia.

And fi nally, I am delighted that ACCA deputy president 
Alexandra Chin is the fi rst of our members to star in a series of 
AB exclusive videos in which we interview global fi nance leaders 
about their careers. She offers her insight into how she started 
out as an accountancy student in Malaysia and the journey she 
made to become a global ambassador for ACCA. If you haven’t 
seen it already, you can still view the video on our AB hub (see 
www.accaglobal.com/ab).

Colette Steckel, Asia editor, colette.steckel@accaglobal.com
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▲ Energy ambition
IKEA pledges €1bn to 
slow climate change. 
The world’s biggest 
furniture retailer plans to 
generate all energy for 
shops and factories from 
clean sources by 2020

▲ Game over
FIFA sponsors, including 
Visa, Coca-Cola and 
McDonald’s, have 
welcomed Sepp Blatter’s 
decision to resign as 
president of football’s 
world governing body

► Free to go
David Friehling, the 
accountant who signed 
off fraudulent audits 
for disgraced financier 
Bernard Madoff, has 
avoided jail after aiding 
US prosecutors

▲ All change
Walt Disney CFO James 
Rasulo, who oversaw the 
company’s expansion into 
Hong Kong and Shanghai,  
has stood down. He will 
retain an advisory role with 
the entertainment giant
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▼ Words of warning
Speaking at EY’s 
entrepreneur of the year 
conference, Starbucks 
CEO Howard Schultz 
slammed the Obama 
administration for failings 
on diversity and equality 

▼ Breathe easy
Smoking has been 
banned in Beijing’s 
restaurants, offices and 
public transport. More 
than a million Chinese 
die from smoking-related 
illnesses every year

▼ Tough times
Malaysia Airlines is ‘technically 
bankrupt’, according to new 
chief executive Christoph 
Mueller. The airline plans to 
shed 6,000 jobs as part of a 
restructuring programme
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News roundup
This issue’s stories and infographics from across the Asia-Pacifi c region, as well 
as a look at the latest developments affecting the fi nance profession around the world

Convergence by 2018
Companies listed on the 
Singapore Exchange 
(SGX) will be fully 
converged with IFRS by 
2018. Giving his keynote 
address at the IFRS 
Foundation conference 
in late May, Michael Lim, 
chairman of the Singapore 
Accounting Standards 
Council (ASC), said that 
Singapore has long been 
an advocate of a single 
global fi nancial reporting 
language. ‘Taking the 
fi nal leap towards full 
convergence with IFRS for our 
capital market is a decisive 
step towards cementing 
Singapore’s standing as a 
trusted international fi nancial 
and business centre,’ he said, 
placing Singapore-listed 
companies on a level playing 
fi eld with their counterparts 
in the IFRS community – 
‘even though they have 
been IFRS-compliant in a 
substantive manner for more 
than a decade’. 

Culture of trust
Singapore has strengthened 
its central bank’s supervisory 
powers in relation to money 

laundering and terrorism 
fi nancing. Under the new 
provisions, the Monetary 
Authority of Singapore 
(MAS) will have the 
power to inspect fi nancial 
institutions for compliance 
with regulations relating to 
Singapore’s international 
obligations, and to appoint 
a third party, such as an 
auditor, to inspect a fi nancial 
institution on its behalf. The 
amendments will also allow 
MAS to share information 
with foreign supervisory 
counterparts. Minister for 
culture, community and youth 
Lawrence Wong said strong 
confi dentiality safeguards 
would be in place to ensure 
that the information is shared 
and used appropriately. 

Investor optimism
Global fi nancial services 
fi rm JP Morgan says foreign 
investors are continuing 
to pursue opportunities 
in the Malaysian market, 
factoring in local companies’ 
fundamentals rather than 
other issues such as the 
country’s debt. Steve Clayton, 
managing director and senior 
country offi cer for Malaysia, 

said the current low interest 
rates and high liquidity 
offering good yield potentials 
led to optimism, adding that 
more foreign companies 
were being attracted to 
the country. He pointed to 
Standard and Poor’s A-/A-2 
foreign currency and A/A-1 
local currency sovereign 
credit ratings on Malaysia 
in February, and Moody’s 
positive outlook. Only Fitch 
Ratings has a negative 
outlook on Malaysia, but the 
agency has also downgraded 
its outlook on Japan, the 
government news agency 
Bernama reported.

Mixed bag
Hong Kong and Singapore 
have moved up to second 
and third place respectively in 
Swiss business school IMD’s 
latest world competitiveness 
ranking, behind the US in fi rst 
place. Results for Asia were 
mixed: Malaysia dropped 
two places (from 12 to 14), 
Japan dropped six (21 to 
27), Thailand one (29 to 30) 
and Indonesia fi ve (37 to 42). 
Economies edging upwards 
include Taiwan (13 to 11), 
Republic of Korea (26 to 25) 

and the Philippines (42 to 
41). Most Asian economies in 
decline have seen a drop in 
their domestic economies and 
are impacted by weakening/
ageing infrastructure. 
Mainland China’s slight 
increase (23 to 22) stems from 
improvements in education 
and public expenditure. 
Arturo Bris, professor of 
fi nance at IMD, said that 
business effi ciency requires 
greater productivity, and 
the competitiveness of 
countries is linked closely 
to the ability of enterprises 
to remain profi table over 
time. ‘Increasing productivity 
remains a fundamental 
challenge for all countries,’ 
he said.

Quality control
The Institute of Singapore 
Chartered Accountants 
(ISCA) has embarked on a 
collaborative industry project 
to help small and medium-
sized practices comply with the 
city’s quality control standards. 
The national accountancy 
body estimates that 95% 
of Singapore’s 640-odd 
accountancy fi rms could be 
sole proprietorships or have 
only a few partners, and fewer 
than 50 staff. The Singapore 
Standards for Quality Control 
(SSQC 1), introduced in 2005, 
is mandatory for any fi rm that 
performs audits and reviews of 
fi nancial statements and other 
assurance and related services. 
Lim Ai Leen, executive director 
of ISCA’s technical knowledge 
centre and quality assurance, 
said the standard, covering a 
broad range of responsibilities, 
provides a structure to guide 
employees in performing 
their duties.

The cost of commuting

The cost of travelling to work has almost doubled in the past 
fi ve years, with new research by global workplace provider 
Regus revealing that workers worldwide now spend an 
average of 5% of their net take-home pay on their annual 
commute to work. Globally, workers spent an average of 
3% of their annual take-home pay on their commute to and 
from work in 2010, but recently the situation has worsened 
signifi cantly. In Hong Kong, 28% of survey respondents 
said that commuting gobbles up at least 5% of their wage, 
compared with 30% in mainland China, 42% in Singapore, 
35% in Taiwan and 22% in South Korea.
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Compliance pays
More than half (57%) of 
fi nancial services executives 
surveyed globally by Deloitte 
believe that regulation has 
enabled growth of their 
business. In addition, half 
expect much more regulation 
in the near future, with 
69% feeling prepared for 
it. Ho Kok Yong, Deloitte’s 
fi nancial services industry 
leader for Southeast 
Asia and Singapore, said 
fi nancial institutions realise 
that compliance is not just 
about achieving regulatory 
outcomes and meeting 
customer expectations. 
‘When done right, it can be 
a signifi cant competitive 
advantage that enables 
companies to realise strategic 
goals while improving 
profi tability,’ he said.

RMB gains ground
In the space of three years, 
the Chinese yuan, or RMB, 
has moved from fi fth to top 
position among currencies 
used in Asia-Pacifi c business 
dealings involving Greater 
China, and is the fi fth most 
active currency for global 
payments. According to 
tracking by SWIFT (the Society 
for Worldwide Interbank 
Financial Telecommunication), 
this growth is driven by the 
increase of yuan usage in 
most Asian countries to trade 
directly with mainland China 
and Hong Kong. Michael 
Moon, head of payments 
Asia Pacifi c at SWIFT, said 
that the region is paving 
the way forward for yuan 
adoption. ‘Big trading 
partners like Singapore, 
Taiwan and South Korea have 
adopted the RMB for the 
majority of their payments 
with Greater China,’ he said. 
‘The new appointments of 
four clearing centres (South 
Korea, Malaysia, Thailand and 
Australia) within the region 
should also have a positive 
impact on RMB adoption, 
solidifying the important role 

of the currency within Asia 
Pacifi c and abroad.’

Investing in innovation
China’s wealthiest are 
moving their investments 
away from traditional 
manufacturing industries in 
favour of innovative sectors 
such as IT, biotechnology 
and alternative energy. Bain 
& Company‘s fourth China 
Private Wealth Report, 
developed in collaboration 
with China Merchants 

Bank, also identifi ed the 
emergence of a high net 
worth individual (HNWI) 
segment, the ‘newly rich’ 
younger set, mostly under 50, 
who have rapidly accumulated 
their wealth and transitioned 
to HNWI status in the last 
few years. As a result, China’s 
HNWI population is now more 
diversifi ed, encompassing 
both entrepreneurs who 
opened factories decades 
ago, as well as younger 
professionals in the 

technology sector and other 
emerging industries.

Local edge
Hong Kong is the fastest-
growing wealth management 
hub, outpacing even 
Switzerland, Deloitte analysis 
shows. The city has recorded 
the highest gains for the 
sector since 2008 – totalling 
146% over the period – to 
rank fi fth globally in terms 
of market share. In contrast, 
Switzerland, the current » 

ACCA announces move to new headquarters

ACCA is to relocate its headquarters to the Adelphi building in London, which will refl ect the 
mixture of heritage and modernity that defi nes the organisation.

It will move from its current location in Lincoln’s Inn Fields in Holborn, London to newly 
refurbished offi ce space within the historic Adelphi building on John Adam Street (see also 
the ACCA president’s column, page 22).

This development will enable ACCA to create an effi cient, collaborative, future-proof 
workplace and allow employees to fulfi l their potential. This will in turn help ACCA achieve its 
ambitious strategy for the future.

‘Since 1996, our London operations have been spread across a number of locations 
in Holborn,’ said ACCA CEO Helen Brand. ‘Over time, this arrangement has become 
increasingly unfi t for purpose. The Adelphi, a historic building, will be undergoing a 
complete refurbishment over the coming months to provide us with the mix of heritage and 
modernity that defi nes the ACCA brand.’

The new offi ce, says Brand, will provide a ‘dynamic, inspiring and sustainable workplace 
to which we will be proud to welcome our staff, students, members, partners and other 
stakeholders from around the globe – it will be a world-class London headquarters that befi ts 
our world-class organisation’. 

The move will take effect in December 2015, with staff being welcomed into the new 
building in January 2016. 
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leading centre with US$2 
trillion under management, 
has grown only 14% since 
2008. ‘The best opportunities 
are currently found outside 
of Europe, in emerging 
economies, mainly Asia, 
where there is strong growth 
in consumer disposable 
income and wealth creation,’ 
writes Daniel Kobler, Deloitte 
partner and lead author of 
the report.

Homing in on property
Chinese investment in 
Australian commercial real 
estate almost quadrupled 
in 2014, accounting for 
almost half (46%) of the total 
investment spend, up from 
14% in 2013. A ‘seismic shift’ 
away from the resources 
sector to primarily property, 
but also infrastructure (21%) 
and market newcomers the 
tourism and leisure sectors 
(12%), is noted in the latest 
Demystifying Chinese 
Investment in Australia report 
by KPMG Australia and the 
University of Sydney China 
Studies Centre. Overall, 
Chinese investment in 
Australia fell 9.1% for the 
2014 calendar year, from 
US$9.19bn to US$8.35bn, due 
to a decline in mining and 
energy sector investment. 
However, Doug Ferguson, 
head of KPMG Australia’s 
Asia Business Group and 
the report’s co-author, 
says the trend towards real 
estate, leisure, advanced 
technologies, food and 
services works in Australia’s 
favour for the longer term.

Pay rises soften
High-calibre employees 
in Hong Kong are being 
rewarded with cash incentives, 
even though pay rises have 
decreased overall, according 
to the latest jobsDB Job 
Seeker Salary Report. The 
information provided by 
respondents showed that 
salary increases across the city 
dropped by 1.2% compared 

with a year earlier, while the 
bonus increased from 1.3 to 
1.7 months of basic salary. 
On average, accountants 
fared relatively well, with 
a 4.6% pay rise. Justin Yiu, 
general manager of jobsDB 
Hong Kong, said the fi gures 
indicate the slowdown of 
economic development 
and that hirers have been 
more cautious in salary 
increment, instead retaining 
high-calibre employees with a 
bigger bonus. 

Time to act on tax
The global backlash 
against corporate tax 
avoidance means companies 
that trade across borders 
need to get their tax affairs 
in order sooner rather 
than later, says Francesca 
Lagerberg, Grant Thornton’s 
global tax service leader. 
‘Tax shaming’ really is as 
bad as it sounds,’ she says. 
‘Just ask Starbucks, Amazon, 
Google and HSBC. All four 

multinationals have faced 
public outcry in recent 
months after being “named 
and shamed” by the media 
for tax avoidance practices. 
Mid-sized businesses could 
be forgiven for thinking that 
tax shaming is only a danger 
for globally recognisable 
brands,’ Lagerberg adds. 
‘But the stark reality is that if 
you transact across borders, 
you need to future-proof 
your tax practices to stand 
up to the scrutiny that 
bigger organisations are 
currently facing.’

Convergence concerns
The Securities and Exchange 
Commission (SEC)’s chief 
accountant, James Schnurr, 
has cast doubt on the 
possibility of full convergence 
between IFRS and US GAAP, 
telling the recent Baruch 
College Financial Reporting 
Conference in New York 
City that there is ‘virtually 
no support to have the 

SEC mandate IFRS for all 
registrants’. He said a key 
question was: why would a 
company spend the time 
and money to provide 
IFRS-based information on a 
voluntary basis? Noting that, 
generally, convergence efforts 
have brought standards 
closer together in the last 
decade, Schnurr added 
that some believe the spirit 
of cooperation has run its 
course, ‘and that we are 
starting to observe the boards 
move in different directions’. 
Schnurr said that while he 
remains optimistic about 
the future and the prospect 
of continued collaboration 
between the FASB and IASB, 
‘I believe the FASB and IASB 
have moved forward along 
the road towards achieving 
the objective of a single 
set of high-quality, global 
accounting standards.’ ■ 

Compiled by Peta Tomlinson, 
journalist

Key strategies for curbing corruption

The most important practices that businesses implement to reduce corruption risk are 
proper training, compliance policies and internal audits, according to the third annual Global 
Anticorruption Survey by business advisory fi rm AlixPartners. While 85% of respondents 
believed that their companies’ industries are exposed to at least some level of corruption 
risk, only 21% cited expanding the scope of their audits for foreign subsidiaries, and just 11% 
mentioned the increased use of incentives.

Which practices has your company implemented to reduce the risk 
associated with corruption, and how successful have they been?

External audits

Increased involvement of audit 
committee/board 

Increased scrutiny over books and 
records or internal controls 

Internal audits

Compliance policy that 
addresses anti-corruption

Anti-corruption training for 
employees 44% 36% 4%

39% 5%

41% 7%

38% 6%

35% 7%

38% 9%

42%

39%

31%

30%

26%

Highly successful           Moderately successful         Low success
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have an export 
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CV

Digital drive
Malaysia is working hard to create a world-class ICT sector, and Dato’ Yasmin Mahmood, 
CEO of MDeC, is playing a key role in ensuring that this ambition becomes a reality

world of the non-C-Suite was because of the ‘national calling’; 
having spent her whole career in the industry, she was very 
closely connected with the MSC vision. ‘When the MSC was first 
announced, I was a very young manager in HP and we were so 
excited about the vision,’ she recalls. ‘I was there when the MSC 
groundbreaking [ceremony] was held, I was there when the first 
international advisory panel was held in Cyberjaya.’

To Yasmin, taking up the top job in the MSC is her ‘national 
service’. ‘I knew if I took up the MDeC job, it would be going 
back to an even more intense world, but at the end of the day, it 
was a no brainer,’ she says

Local development 
Despite having been in existence for almost 20 years, one 
drawback is that the majority of MSC status companies are still 
small – something that Yasmin is determined to address. ‘We 
are putting a lot of focus on developing local companies,’ she 
says. ‘We have many MSC companies but the majority are still 
making less than RM1m per year. On the other hand, the top-

tier companies whose revenues cross the 
RM100m to RM200m mark represent less 
than 2% of the total.

Yasmin says that MDeC will provide 
focused assistance and intervention to 
MSC-status companies with the vision, 
capability and desire to grow big. ‘There 
has also been some criticism of whether 
Malaysian companies have the appetite to 
go forward,’ Yasmin adds. ‘If you really»  

As the CEO of Multimedia Development Corporation 
(MDeC), Dato’ Yasmin Mahmood has arguably one of 
the toughest jobs in Malaysia. She was handpicked 

by the government to head the agency entrusted with 
spearheading the development of MSC Malaysia, the 
country’s version of Silicon Valley.

When she was appointed last year, the clock started ticking 
for her to ensure that MSC Malaysia effectively performs its key 
role as the information and communications technology (ICT) 
catalyst to help achieve Vision 2020, the government’s grand plan 
to attain developed nation status by 2020. 

Yasmin likens her role to that of the fourth runner in a 4x100m 
relay. ‘I’ve taken over the baton and have a very clear sight of a 
very major milestone – Vision 2020,’ she says.

She explains that MSC Malaysia, which was 
launched in 1996, was the first strategic initiative from 
the government towards transforming Malaysia into a 
knowledge economy. ‘The knowledge economy, or digital 
economy, is still very much the key thrust towards national 
transformation,’ she says. 

Yasmin certainly has a lot on her plate and the pressure is 
on her to deliver the goods. This includes cementing Malaysia’s 
position as a top shared services and outsourcing hub, attracting 
ICT investments (both foreign and local), ensuring a growing 
pool of talent for the ICT sector and promoting the growth of a 
new generation of MSC-status companies with annual revenue in 
excess of RM100m to RM200m.

That Yasmin has been entrusted with such an onerous 
mandate is not surprising to those familiar with her journey 
up the corporate ladder in Malaysia’s IT industry. She 
remains one of a handful of woman who have risen to top 
management positions in the local IT sector, having held senior 
positions in Hewlett Packard, Dell and Microsoft’s Malaysian 
operations. After leaving Microsoft in 2006, however, she took 
a step back, taking up the role of executive director of YTL 
Communications and YTL e-Solutions, where she played a key 
role in education.

Yasmin admits that the MDeC role came 
out of the blue and that ‘I never expected 
this job,’ she insists. However, when the 
offer came for her to take up the post 
vacated by Datuk Badlisham Ghazali, who 
had moved on to head Malaysia Airports, 
she did not take too long to decide.

Yasmin reveals the only reason she 
decided to come out of the comfortable 

In a career spanning 30 years, 
Dato’ Yasmin Mahmood started 
as an analyst programmer with a 
local bank after graduating with a 
double-major in computer science 
and mathematics. She became 
general manager of Hewlett Packard 
Malaysia’s commercial channels organisation before 
assuming the dual role of general manager and regional 
corporate director of Dell Malaysia. Software giant 
Microsoft appointed Yasmin managing director of its 
Malaysian subsidiary in 2006. In 2009, she assumed the 
role of executive director of YTL Communications and YTL 
e-Solutions. She was appointed CEO of MDeC in 2014.

‘Big interview’ video

         Watch our video interview 
with Dato’ Yasmin Mahmood, 
CEO of MDeC, who describes her 
achievements during her career 
www.accaglobal.com/ab/206
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Basics

Tips

Collaboration with ACCA 
Yasmin notes that MDeC has forged a strong partnership with the 
finance and accounting community, especially in the area of global 
business services. For example, the agency has developed strong 
relationships with various accounting bodies including ACCA to 
build up the GBS cluster, focusing on financial services in Malaysia. 

Its collaborative work has included establishing a finance 
focus group which brings together the heads of GBS companies 
on a periodic basis. The group discusses issues and concerns 
that they have and conveys to MDeC what needs to be done to 
move the industry forward. 

‘The group has been running for the last three years and ACCA 
has been heavily involved,’ Yasmin says, pointing out that former 
ACCA Malaysia country head Jennifer Lopez chaired the group 
in 2012, while David Hand, ACCA’s head of shared services and 
outsourcing market development, is current chairman.

‘We really want to build up awareness in the accounting and 
finance fraternity that GBS is a very interesting career path,’ she 
says. ‘You could be working with some of the best companies in 
the world.’

Gender diversity champion
Yasmin can also be regarded as a torchbearer for women 
in Malaysia’s IT sector, having broken the glass ceiling that 

want to grow big, you must have an export mindset from the 
beginning. There are good Malaysian companies out there; we 
just have to seek them out.’ 

She points to some local ICT companies, such as Silverlake 
and Fusionex International, that have become big players 
regionally. ‘But the problem is that there are just too few of 
such companies,’ she says, adding this is one of the toughest 
challenges facing MDeC. 

Nevertheless, the agency has created an enterprise 
development unit that identifies companies with high 
potential of crossing that RM100m-200m annual revenue mark. 
‘We are looking at how we can make them into stronger global 
players,’ she says.

This includes developing a mentoring programme to bring 
together companies with good growth prospects with successful 
ICT companies that have made their mark internationally. ‘For 
example, if a company wishes to enter the China market, we 
will try to link them up with Malaysian companies or Malaysian 
businesspeople who have made it there,’ she says. 

Moving up the value chain
Another focus area for Yasmin is to ensure that Malaysia 
continues to move up the value chain in the area of shared 
services and outsourcing (SSO), a sector which MDeC has 
renamed as global business services (GBS). And it is in this 
segment that the accounting and financial services sector can 
play an important role, she says.

She points out that MSC Malaysia has done well in this 
area, with AT Kearney ranking the country in the top three in 
its Global Services Location Index, together with China and 
India, over the past decade. ‘The value proposition of Malaysia 
as a global hub for business services is strengthening by the 
day,’ she adds. 

Yasmin reveals that about 52% of MSC companies in global 
business services come from the finance space and that, of the 
80,000 people working in global business services, about 50% 
operate in finance and accounting. Yasmin also points out that 
a number of global companies, such as Shell and Royal Bank of 
Canada, have set up shop, conducting their financial services 
operations out of Malaysia.

There are, she goes on, about 350 companies operating 
in the GBS space, offering a wide range of services. Many 
start out with call centres and then move up into the financial 
transactional space, and finance and accounting ledger work. 
Subsequently some go into financial analysis, while others move 
into global taxation. 

‘What we have seen is that, over time, a number of the 
companies have moved up the value chain,’ says Yasmin. ‘In fact, 
people are looking at Malaysia to move up the value chain, which 
bodes very well for the finance and accounting community.’

She adds that Malaysia is well regarded for its high-quality 
accounting and finance talent pool and an exemplary financial 
ecosystem. ‘We have a good banking system, one of the 
best run central banks and are leading in the area of Islamic 
banking,’ she says.

The Multimedia Development 
Corporation (MDeC) was incorporated 
in 1996 to oversee the development of 
MSC Malaysia. Established in the same 
year, MSC Malaysia’s primary focus was 
to create a platform to nurture SMEs in 
the ICT sector to become world-class 
businesses, while attracting global ICT companies to invest 
in and develop cutting-edge digital and creative solutions 
in Malaysia. This initiative has positioned Malaysia as a 
preferred ICT investment hub with more than 3,000 MSC 
Malaysia Status companies, employing more than 140,000 
people. According to figures from MDeC, MSC Malaysia 
generated RM38.52bn in revenues in 2014, up 11% on the 
previous year, with export sales up 11%, jobs up 7% and 
RM20.09bn in new investments.

‘To achieve success in your career, 
you need to find your inner drive. 
Everybody needs to understand what 
drives them. Secondly, you must be 
driven by passion in whatever you do. 
Thirdly, you must never lose the desire 
to learn. And this has been critical for 
me in my new role as CEO of MDeC.’
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if one is to climb to the top,’ she 
says. ‘They must possess the drive 
to succeed.’

Besides commitment, women 
also need to be confident. A key 
part of this, Yasmin stresses, is to 
engage in networking which is 
imperative for career success as well 
as strive for work-life integration.

On the flip side, she adds, 
society must appreciate and 
address the challenges facing 
women in the workforce. 
‘Companies should also be 
more understanding of such 
challenges and allow, for 
example, flexible working times 
and working from the home, 
taking an extended break and 

then re-entering the workforce,’ Yasmin adds. ■

Lee Min Keong, journalist

has hindered them from moving 
into top executive positions in 
major ICT companies. She holds the 
distinction of being the first woman 
appointed as managing director of 
Microsoft Malaysia.

‘When I first started in the industry 
decades ago, ICT was very much a male-
dominated sector – now it’s better and 
has improved tremendously,’ she says.

Yasmin says female empowerment 
is a topic very close to her heart. ‘I have 
always been a firm believer in diversity 
and that includes gender,’ she says. 
‘ICT provides opportunities for women 
to contribute economically, not only 
on an individual level but also towards 
national development.

So what is her advice to women 
aspiring to climb the corporate ladder? The key, she says, is 
that they must have the desire and commitment. ‘Women must 
want to do it. There must be inner commitment and conviction 

‘The value 
proposition of 
Malaysia as a 

global hub for 
business services 
is strengthening 

by the day’
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Innovation is everything
The future of the finance function lies in the adoption of an intrapreneurial  
mindset, delegates at ACCA Malaysia’s annual conference heard

the finance function and accountants can 
be replaced by technology, McQueen 
believes that this can be prevented if 
accountants transition from being bean 
counters to strategists. ‘CFOs need to 
evolve from being viewed as those who 
“see failures only” to those who “see 
fantastic opportunities”,’ he said. ‘I believe 
that accountants should see themselves as 
moving from being the scorekeeper to the 

coach who provides intelligent inside advice.’

‘Trusted adviser’
McQueen continued that finance professionals could learn a 
lot from brands and organisations that have succeeded in staying 
relevant despite changing consumer trends and challenging 
business environments. One of the key habits of innovative 
and agile organisations, he said, is having a clarity on the core 
business. ‘This means remaining ruthlessly focused on who you 
are. Organisations need to ask: “what business are we really in?” 
For accountants, the answer is ‘the business of a being a trusted 

adviser’. The role of the accountant is 
to make complicated things simple…
and that’s where accountants can add 
value.’ 

Another key lesson is to constantly 
re-engineer, he said, pointing out that 
organisations fail to do this because they 
do not understand what exactly they 
are doing. ‘So much of what we do is so 
unconscious and implicit that we tend 
not to think about it,’ he said.  

He suggested a four-step exercise, 
starting by deconstructing an activity or 
job and evaluating it. ‘Look at the steps 
that are outdated or where there is 
duplication and ask “what are we doing 
now that does not add value to the 
customer?” Then look at how you can 
do it differently. This is where innovation 
comes in, before the final step, which is 
to reassemble it,’ he said, adding that 
the end result is expediency and cost-
effectiveness. 

Conceding that many struggle 
with innovation, McQueen offered 

Finance professionals need to 
cultivate an intrapreneurial mindset, 
embrace innovation and become 

the trusted partners to the organisation 
if they are to remain relevant and 
ahead of the curve; these were the key 
messages of ACCA Malaysia’s annual 
conference, which was aptly themed 
‘Igniting Innovation Within’. 

In delivering her welcome address 
to the 400 conference participants, ACCA deputy president 
Datuk Alexandra Chin said that CEOs rely on the CFO and the 
finance function to navigate through the complex business 
environment, which means that the function isn’t just an 
organisation’s financial steward but also its catalyst for growth. 
As such, for finance leaders to be effective, they need to 
embrace and enable intrapreneurship. Defining intrapreneurs 
as those who learn to apply the essential principles of 
entrepreneurship to the organisation that they are working in, 
Chin added that ‘they allow ideas to germinate in their minds 
and then figure out how to make things happen…it is not 
bravado that drives them but an inner 
confidence that every step is a step 
closer to their goals.’ 

This entails pursuing new 
opportunities in bold and creative 
ways, all the while taking measured 
risks and using the latest digital 
technologies that harness mobile and 
cloud technologies with data analysis 
to accelerate the delivery of strategic 
outcomes, and evolving the role of the 
finance professional. 

The latter point was the subject of 
the keynote presentation, ‘Winning the 
battle of relevance: staying ahead of the 
curve’, by bestselling author Michael 
McQueen. Drawing on his experience 
in helping some of the biggest brands 
navigate change, McQueen pointed 
out that finance professionals played a 
key role. The journey, however, begins 
with the finance function itself and the 
shifts that are impacting the profession, 
in particular technology. 

Despite a very real concern that 

▼ Key role
The finance function 
is the organisation’s 
catalyst for growth, 
Alexandra Chin told 
delegates

Expert view

         ACCA’s head of policy for 
Asia Pacific, Chiew Chun Wee, 
outlines the key points from this 
year’s ACCA annual conferences 
at www.accaglobal.com/ab/205
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‘Ministry of Yes’
Johan Khoo, managing director for communications, media 
and technology at Accenture Strategy, agreed, adding that ‘if 
someone comes up with an idea, don’t dismiss it; don’t be a 
Ministry of No but a Ministry of Yes.’

Although the removal of structural barriers is key 
in enabling people to offer ideas, he conceded that 
cultivating intrapreneurship might be more challenging in 
an established organisation compared to a start-up. ‘In an 
entrepreneurial organisation where there are no rules or no 
structure, it’s a case of rolling up your sleeves and getting the 
job done, but in larger organisations systems and process have 
taken over,’ he said. 

To counter this, McLean felt that it was important for organ\
isations to create a culture of learning. ‘This will encourage 
people to come forward with actionable insights,’ he said. He 
added that CFOs also play a role. Mohamed Rafique agreed, 
adding: ‘When it comes to innovation you have to take a punt 
and be bold enough to do so…the benefits may be less clear but 
the intention is clear.’

The conference also devoted a session to the challenges 
and operational issues faced by businesses in implementing 
the goods and services tax (GST), which came into effect 
on 1 April. The session was chaired by SM Thanneermalai, 
PwC Malaysia senior executive director and immediate past 
president of the Chartered Tax Institute of Malaysia, and saw 
lively banter between Annie Thomas, Royal Malaysian »  

suggestions on its cultivation. These include embracing 
diversity and dissent, destigmatising risk and failure, removing 
structural roadblocks, staying alert to serendipity and 
encouraging fresh perspectives. 

So what does it take to build an intrapreneurial finance 
function? Maybank Group CFO Mohamed Rafique Merican said 
that it starts with understanding people. Within an organisation 
as diverse as Maybank, a shared vision is what binds people 
together. ‘Building trust is key as well as listening generously,’ he 
said during the panel discussion moderated by ACCA head of 
corporate sector Jamie Lyon. 

Lyon had earlier kickstarted the discussion with some insight 
gleaned from ACCA’s research, which included concerns that 
the culture in finance is no longer fit for purpose. ‘There are 
also findings that show that structure and process are not 
as collaborative within finance compared to the rest of the 
business,’ he said, adding that technology is another key area 
that requires attention and investment. ‘There is a need to put 
money in data to drive the business,’ he said.

During the discussion themed Finance: embodying and 
enabling intrapreneurship, Richard McLean SAP regional CFO, 
Asia Pacific Japan, felt that it required winning hearts and 
connecting with people in the organisation. He said that creating 
an environment where people are allowed to make mistakes is 
integral. Finance people, he added, should feel safe to innovate 
and transform, learning as they go.

Kenny Goh, co-founder and croup CEO of Macro Kiosk, 
concurred. ‘Why do you challenge? It’s because you want to do 
good,’ he said. ‘Our modus operandi is to get the business to 
where it’s supposed to be.’ As such, creating an environment 
where finance professionals and others feel comfortable in 
offering feedback is crucial. Ashwin Jeyapalasingam, founder and 
COO of CatchThatBus.com, added that it is also important to 
offer encouragement. ‘You need to nurture different people and 
personalities, and offer channels to draw feedback from people 
who don’t tend to do that,’ he said. 

Equally important is engaging with the younger generation. 
‘Connect with the newest people in the organisation’, he said. 
‘Don’t dismiss their ideas but instead look at ways to drive the 
ideas feasibly.’

▲ Food for thought
Clockwise, from above: 
David Chin, head of 
ACCA Malaysia, Michael 
McQueen and Jamie 
Lyon considered the 
importance of innovation 
and the intrapreneur to 
today’s finance function
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Customs’ assistant director of the GST division, and Datuk 
Wira Ameer Ali Mydin, managing director of Mydin Mohamed 
Holdings and council member of the Malaysia Retailers 
Association. Ameer Ali highlighted the challenges and the   
lack of clarity and decisiveness on the part of the government 
that had complicated its implementation. 

ACCA head of taxation Chas Roy-Chowdhury, who is based 
in the UK where the value-added tax (VAT) has been in place for 
some time, said that businesses and the authorities need to work 
together to get the GST compliance right. ‘The lack of clarity 
needs to be ironed out,’ he said.

Datuk Ng Seing Liong, S L Ng & Associates partner and Real 
Estate and Housing Developers Association past president, 
added that some issues have yet to be clarified – for instance, 
the request from property developers to have properties prices 
below RM500,000 zero-rated. He also voiced concern that the 
GST might result in a slowdown in demand for properties, given 
that the stamp duty is still in force. ‘This means that buyers are 
faced with double taxation,’ he added.

Ameer Ali said a slowdown has already been seen in a few 
retail sub-sectors; supermarket/hypermarket sales have dipped 
by 10%-25% (having increased by 2%-10% pre-GST) and the food 
and food court business has fallen by 15%, after already dipping 
by 10% pre-GST. ‘We all know that businesses fail not because 
of profitability but cashflow,’ he said. ‘If this continues for a few 
months it will be something to worry about.’ ■

Sreerema Banoo, journalist

Influence your return on luck

Is luck written in the stars? How do we turn ‘bad luck’ into 
‘opportunity’, and how do we recognise and seize good 
luck when it happens? These were some of the questions 
that Leaderonomics CEO Roshan Thiran discussed in his 
lively hour-long session that closed the conference. 

Roshan said that although many perceived luck to 
be random, research showed that it is ‘not spread out’. 
‘People who are lucky tend to be increasingly lucky, which 
then raises the question that perhaps luck is not random 
after all, and is something we can influence,’ he said, 
adding that there are two types of luck – that which you 
cannot affect and that which you can influence. Offering 
examples of successful brands and companies such as 
Air Asia, Starbucks, Wikipedia, Apple and The Huffington 
Post, Roshan said that their success was down to high-
performing leaders. 

‘The question then is how did they become leaders?’ 
he asked. ‘Were they lucky? Assuming we say leadership 
is not about luck but a set of skills, these can be taught 
whether it’s to be strategic or detail oriented, or 
whether it’s being humble or assertive. But good leaders 
demonstrate that it’s not just having the skills that matter, 
but when to use them.’

Luck, he said, is as much about attitude as it is about 
probability. ‘In the scheme of things, there is not much we 
cannot control, so the key difference between lucky and 
not lucky people is the ability to recognise opportunities,’ 
he said, pointing to examples of those who were able to 
see and exploit opportunities such as Air Asia founder 
Tan Sri Tony Fernandes and Bette Nesmith Graham, an 
American typist who invented correction fluid. 

Lucky people, he added, have high ‘return on luck’, 
and Roshan offered tips on how this can be influenced:
1 Be a believer: believe that good things will happen 

to you
2 Be action biased: look for ways to overcome setbacks
3 Make the most of unplanned events
4 Be aware: lucky people are able to see opportunities 

and connect the dots
5 Don’t be afraid to say yes – by doing so, you have more 

exposure and experience
6 Don’t eat alone: building and maintaining a strong 

social network with other people is critical to success
7 Overcome self-sabotage: don’t beat yourself up with 

negativity and destructive self-talk
8 Be curious and not afraid to ask – taking risks and not 

staying in your comfort zone
9 Help others and ask for help: lucky people ask for help 

and they reciprocate when others need help
10 Pray often and do good always – karma has a way of 

rewarding do-gooders. 

Overmatter:

▲ Time to innovate
Above: Kenny Goh (left) 
and Johan Khoo. Below: 
Mohamed Rafique 
Merican and Jamie Lyon
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Missing links
Sub-Saharan Africa has seen a surge in external financing from sources such as China, 
but to reap the benefits it needs a strategic vision for infrastructure, says Alnoor Amlani

In 2009 the World Bank, along with 
international donors and development 
agencies, published a report titled 
Africa’s infrastructure: a time for 
transformation, which investigated 
the infrastructure gap in sub-Saharan 
Africa. It concluded that the continent 
needed US$93bn a year to build its 
missing infrastructure. 

Five years later and the problem 
remains acute despite an unprecedented 
level of investment by a range of external 
sources, primarily official development 
financing (ODF) from multilateral 
institutions and donors, private sources 
and official Chinese financing.

Now the Brookings Institute think-
tank has just published a paper titled 
Financing African infrastructure: can the 
world deliver? It comes up with a number 
of interesting findings:

* The surge in infrastructure financing 
has been spearheaded by private 
investment, which has grown to 50% 
of external financing, while China is 
a major bilateral source. The largest 
share of total external financing (45%) 
has gone to the energy sector, with 
private investment concentrating on 
telecoms, ICT and energy. Chinese 
investment has expanded beyond 
resource-rich countries into areas of 
expertise such as hydropower and 
transport (particularly road and rail). 
However, ODF remains the only 
significant external source of finance 
for low-return (but crucial) investment 
in water and sanitation projects.

* This surge in financing was largely 
unaffected by the global financial crisis 
in 2008-09.

* Thirteen African countries have 
accessed international capital markets 
by issuing sovereign bonds to the tune 
of US$15bn since 2006.

* Internal financing via public sector 
budgets remain the primary source of 
infrastructure funding, but levels are 
much lower than the recommended 
5%–6% of GDP recommended by 
development practitioners, mainly 
because of inadequate tax collection. 

* Even with the high rate of internal 
migration from the land to the cities in 
sub-Saharan Africa, there is inadequate 
investment in urban transport and in 
rural infrastructure across the continent 
– with the exception of South Africa.

* Governance remains the major 
problem for infrastructure investment. 
The 2009 World Bank report estimated 
that US$17bn of the US$93bn gap 
could have been met by better 
maintenance of existing infrastructure, 
institutional reform of utilities and 
service providers, administrative and 
regulatory reform, and improved 
subsidy policies and practices. 

These findings illustrate the complex 
nature of infrastructure financing. Visitors 
to Africa’s major cities will not only note 
the number of new housing projects, 

commercial buildings and modern 
malls but also the absence of strategic 
investment in urban transport solutions 
for workers in those cities. Legions of 
commuters walk to work among the traffic 
gridlock every day if they cannot afford 
the dangerous motorcycle taxis or poorly 
run private minivans. 

The problem is the absence of a 
coherent strategic vision in planning 
infrastructure and inadequate collaboration 
between external sources of investment 
and proper urban planning in infrastructure 
investment. How dangerous this situation is 
can be illustrated by one simple example: 
in almost all of Africa’s major cities there 
is no adequate fire protection service in 
place, and the illusion of urban modernity 
is regularly shattered whenever a fire 
breaks out and cannot be contained. ■

Alnoor Amlani FCCA 
is a director of The 

Numberworks, a financial 
management consultancy 
practice based in Nairobi
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The cost of neglect
There are far too many examples of governments, society and adults neglecting our 
children, says Errol Oh, and this has economic as well as emotional consequences

Perhaps a policy of benign neglect, 
no matter how strange it sounds, can 
be effective. But any form of neglect 
exacts a cost, and nowhere is it more 
damaging than when children are not 
given due attention and protection.

It’s a given that children are our future 
and we should teach them well and let 
them lead the way, to borrow from a 
Whitney Houston song. And yet, there are 
far too many examples of governments, 
society and adults failing the young ones.

Let’s start with teaching them well. 
The Universal Declaration of Human 
Rights states that everyone has the right 
to education. Tell that to the 121 million 
children and adolescents who were out of 
school in 2012.

The United Nations Children’s Fund 
(Unicef) has loads of depressing statistics 

that highlight the vulnerability of children. 
Every day, 17,000 children perish, mostly 
from preventable or treatable causes. 
Every 10 minutes, an adolescent girl dies 
as a result of violence.

We do not have to be experts to 
recognise that this inability to educate 
and protect children has enormous social 
and economic consequences. But maybe 
the best way to convince people to do 
more for our kids is to show how much we 
can gain by doing so, and how much we 
may lose if we do not.

Fortunately, there has been a lot of 
work dedicated to fi guring out the dollars 
and cents of caring for our children. 
In January this year, Unicef published 
The investment case for education and 
equity, a report that explains the global 
education crisis – the fact that millions of 

children are excluded from school – and 
outlines solutions.

A striking element in the report is a 
table that underscores the point that 
education is a driver of national economic 
growth. Drawing from 14 studies from 
1997 to 2013, the table compiles the 
different estimates of how much one 
more year of education increases GDP per 
capita or its growth.

The Organisation for Economic Co-
operation and Development (OECD) 
also looks at the connection between 
education and economic development in 
a May 2015 report titled Universal basic 
skills: What countries stand to gain.

What is new here is that the OECD 
estimates the long-term economic gains 
of improving access to education and 
raising the quality of learning outcomes.

The organisation says the quality 
of schooling in a country is a powerful 
predictor of the wealth that countries will 
produce in the long run. ‘Or, put the other 
way around, the economic output that is 
lost because of poor education policies 
and practices leave many countries in 
what amounts to a permanent state of 
economic recession,’ it warns.

There are other ways that the economy 
is affected when we let our children 
down. The immorality of violence against 
children should be enough to spur leaders 
to strengthen preventive measures, but if 
they somehow needed more motivation, 
they ought to consider research 
commissioned by Unicef on the economic 
burden of such violence.

In June, the fund said child 
maltreatment (including emotional, 
physical and sexual abuse, neglect, 
witnessing domestic violence, and death 
from maltreatment) was costing countries 
in East Asia and the Pacifi c US$209bn per 
year, equivalent to 2% of the region’s GDP.

These numbers are meant to help 
shape policies because they shed light on 
issues and challenges. But the numbers 
alone are unlikely to soften callous hearts 
and selfi sh minds. That change has to 
come mainly through the will of the many 
who care about the fate of our children. ■

Errol Oh is executive 
editor of The Star 

‘My view’ video 

See the latest in our series 
of videos on the accountancy 
profession in Malaysia by Errol Oh 
at www.accaglobal.com/ab/204
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The robots are here...
...and they’re taking over some financial transactional processes, presenting 
finance professionals with challenges as well as opportunities, says Cesar Bacani

At the CFO Innovation Jakarta Forum 
in March, I was struck by one panellist’s 
reasoning. This CFO is not automating 
or outsourcing finance processes 
because he feels he has a responsibility 
towards the older members of the 
finance team. They would lose their 
jobs if the tasks they have been doing 
for decades were to be outsourced or 
be turned over to robots.

Not that there is an actual humanoid 
machine that’s going around taking jobs 
from finance professionals, despite recent 
stories like the Wall Street Journal’s 
‘The New Bookkeeper Is a Robot.’ The 
newspaper wrote in May: ‘Automation is 
threatening to replace swaths of white-
collar workers, much as mechanical robots 
have displaced blue-collar workers on 
assembly lines.’    

What is happening is the advent 
of what is called robotic process 
automation (RPA), a computer software 
that operates and orchestrates other 
computer applications in the same way 
that a finance professional would – and 
supposedly better, because RPA can do it 
without errors, 24 hours a day, seven days 
a week.

The software ‘simulates a “virtual 
person” and drives existing application 
software in the same way as a human 
user,’ explains technology company HP, 
giving procure-to-pay and quote-to-cash 
processes as examples. ‘It orchestrates 
business application software through 
existing applications’ user interfaces, so it 
doesn’t require custom integrations.’

The virtual person ‘learns’ how to 
perform the tasks that a human person 
would do through a combination of 
scripting and screen captures. For 
example, RPA can open an email, examine 
the attached spreadsheet, and check that 
the information complies with set rules. It 
will then extract the relevant data and input 
in another system, such as the travel and 
expenses system or an ERP application.

Blue Prism, an RPA provider based 
in the US, claims that robotic full-time 
equivalents (FTEs) are ‘1/3 of the price 
of offshored FTEs and can work 24/7 

without errors.’ The RPA platform is 
‘secure, audited and managed within an 
IT corridor of governance...and can be 
rapidly scaled up and down on demand 
and operate in any jurisdiction.’

If these promises pan out, the 
Jakarta CFO who worries about people 
losing their jobs may no longer have 
any choice in the matter. That battle’s 
already lost. In my view, the transactional 
part of financial management should 
be done through outsourcing and 
automation to free finance professionals 
for higher-value-adding activities such as 
analytics, decision support, strategy, risk 
management and governance.

That’s what the shape of the finance 
function is looking like in the near future 
– a lean team of actual humans led by the 
CFO who analyses the flow of information 

processed by robots and develops a 
range of action steps that finance and 
other parts of the organisation could take.

Expertise in technical accounting and 
financial management remains important. 
Humans will still have to sign off on 
regulatory reports and be accountable 
for compliance, regardless of whether 
robots and outsourcing companies did 
the processing. But now more than 
ever, today’s finance professionals must 
face the challenge of going beyond just 
acquiring technical accounting skills. They 
must also acquire business acumen and 
communications skills, learn to be creative 
and innovative, learn how to think outside 
the box.

Those are things that robots cannot yet 
do – and may not be able to for decades 
to come. ■

Cesar Bacani is editor-in-
chief of CFO Innovation
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Moving experience
ACCA’s new headquarters in London’s Westminster will provide the mix of heritage  
and modernity that defines the brand, says ACCA president Anthony Harbinson

You should, by now, have heard about 
ACCA’s plans to relocate its London 
headquarters from its current home in 
Lincoln’s Inn Fields, Holborn, to newly 
refurbished office space in the historic 
Adelphi building in John Adam Street, 
Westminster (see also page 64).

 We have not taken this decision 
lightly. My colleagues on Council and 
I thought long and hard about what it 
would mean for our members, students, 
business partners and of course the 
excellent staff team that provide services 
and support for you.

 While our current iconic headquarters 
– 29 Lincoln’s Inn Fields – has played 
a critical role in ACCA’s past success, 
we have had to accept that, in order to 
continue to support our growing global 
membership, we need to have a world-
class London headquarters that enables 
us to work even more effectively.

 During the past few years, our London 
operations have been spread across a 
number of locations in Holborn, and 
over time this arrangement has become 
increasingly unfit for purpose.

 The move has been planned with the 
aim of delivering an efficient, collaborative 
workplace designed to enable ACCA 
people to fulfil their potential, which in 
turn will help ACCA achieve its ambitious 
strategy for the future.

 Like ACCA, the Adelphi is steeped in 
history and culture. Built between 1768-72 
by the Adam brothers – John, Robert, 

James and William – previous inhabitants 
include literary giants George Bernard 
Shaw, Thomas Hardy and Sir JM Barrie, 
author of Peter Pan. The owners of this 
historic art deco building, which is Grade 
II listed and protected by law, will be 
undertaking a complete refurbishment of 
the interiors over the coming months to 
provide us with the mix of heritage and 
modernity that defines the ACCA brand.

 Our new home will provide us with 
a dynamic, inspiring and sustainable 
workplace to which we will be proud to 
welcome our members, students, partners 
and stakeholders from around the globe.

 This is a move that Council believes 
will prepare ACCA to face the future. 
We have almost half a million students 
studying hard to become the next 
generation of ACCA members. In the 
years ahead, we believe the Adelphi 
will provide us with the perfect platform 
from which to support these leaders 
of tomorrow, along with the 170,000 
members we are currently proud to 
represent around the world. ■

Anthony Harbinson FCCA is director of 
safer communities in Northern Ireland’s 
Department of Justice

Our new home 
will provide us 

with an inspiring 
workplace in 

which to welcome 
global members, 

students and 
stakeholders 
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The view from
Kon Yin Tong, managing partner, Foo Kon Tan LLP, 
Singapore, on managing talent and his inspirations

I started my career in London with a 
big firm, after graduating from the 
London School of Economics. I had 
always wanted to be a professional and 
it narrowed down to law and accounting. 
I’m probably better at numbers than 
words, so accounting and finance was a 
natural choice. 

I’m now in my second term as 
managing partner. You could say that 
I keep my people on their toes. The 
most fulfilling aspect of my role is the 
opportunity and privilege to mentor and 
coach my team and develop them to 
achieve their full potential.
 
Clients, and naturally our business 
and the profession, have become 
increasingly global and complex. 
Technology has enabled business 
to move at a faster pace. Regulatory 
reviews are becoming more intense, and 
dreaded. Some accountants have lost the 
personal touch. That is a pity because we 
are a people business.

Communicating with 
stakeholders, both internal 
and external, is an important 
part of my day. I still have 
client-facing engagements 
and get pretty hands on with 
files. Managing talent is also a 
big part of my role. I learn new 
things from them as well and that 
is fulfilling too. 
 
Having said that, 
managing talent is also 
my biggest challenge. 
There is a talent war 
out there. The talent 
pool in Singapore is 
not huge and that 
has aggravated 
the talent attrition 
situation, as the 
accountancy sector 
is essentially 
competing for the 
same talent.

A good leader needs to be a role 
model for others, they need to walk 
the talk. Personally, I set the tone in terms 
of cultivating a closely knit and cohesive 
organisation that is open-minded and 
collaborative. This stands the firm in 
good stead in a people-centric business 
such as ours.

Enjoying the challenges the profession 
brings has helped to keep me fully 
engaged. There is no wavering. I put in 
100% all of the time. Resilience is also 
hugely important. I have experienced 
the vicissitudes of a professional life; for 
example, being ousted as managing 
partner, or when the firm disengaged 

from networks. Each time we all come 
back better and stronger. This 

helps our people to weather 
their own ups and downs of 

life when leaders show the way. 

An inspiration in my life was 
a teacher I had in primary 

school. She was a war heroine 
who taught me that if we can 

help others, then we 
should always try 

to do so. Further 
inspiration 
comes from 
the three most 
important 
things in my 
life – my 
wife, kids 
and family. 
They are a 
safe harbour 
for me from 
the storms 
of life. ■

Snapshot: corporate 
finance
Global M&A volumes and values 
of transactions are showing robust 
performance. In the first quarter of 
2015 we saw $583bn of M&A deals 
completed compared to $563bn for 
the same period last year.

While it is always dangerous 
to draw conclusions based on 
quarterly findings, this step up in 
deal values is consistent with CFOs 
telling us they are more confident 
than they have been in five years.

The trends in cross-border 
activity are interesting. US 
corporates are continuing to invest 
in Europe. China is also still looking 
outward. Europe has received the 
largest share of China’s foreign 
M&A investment; deal values have 
grown from $4.1bn in 2013 to 
$13.5bn last year.

Oil prices, exchange rates and 
elections can all cause corporate 
finance activity to stall or decrease. 
We saw a false dawn in M&A 
activity in 2011, which stalled when 
the euro crisis broke, and the UK 
election precipitated a temporary 
pause in talk around IPOs.

Mental resilience is important 
for professionals working in this 
specialism, both because of the 
reliance on economic factors and 
because a successful outcome on 
a deal can be in the balance all the 
way through. A degree of technical 
and analytical skill is a given, as are 
interpersonal skills.
 
Paul Lupton, head of advisory at 
Deloitte UK

Changing times 

Auditors and regulators 
discuss the impact of the changes 
to the regulation of the profession 
at www.accaglobal.com/ab/201

23

07/2015 Accounting and Business

Sector | Practice

AP_YPRAC_Intro.indd   23 11/06/2015   17:33

www.accaglobal.com/ab/201


Could do better
A third annual survey of global audit inspections finds that audit still fails to provide users 
of financial statements with the consistent level of assurance it should

Audit quality around the world leaves 
much room for improvement, according 
to the results of the most recent survey 
of audit inspection findings from the 
International Forum of Independent 
Audit Regulators (IFIAR).

The global survey, which incorporated 
input from 29 IFIAR members in different 
jurisdictions, identified areas where 
audit procedures tend to be deficient, 
resulting in the auditor’s opinion not 
being supported by sufficient evidence. 
According to the survey results, the 
areas with the most deficiencies are also 
those most fundamental to the quality of 
financial statements.

Audits of publicly listed companies 
had the most deficiencies in the basic 
areas of internal control testing and fair 
value measurement; audits of systemically 
important financial institutions had 
the most deficiencies in allowance for 
auditing of loan losses and impairments, 
as well as internal control testing; and 
audit firms themselves had the most 
deficiencies in engagement performance, 
independence and ethics requirements, 
and human resources.

For almost all of the above areas, this 
is the third time in as many years that the 
IFIAR survey has found them with the 
greatest number of deficiencies. These 
deficiencies do not in themselves indicate 
material misstatements of the financial 
statements, but they imply that the audit 
does not provide the level of assurance 
it ought to. As a recurring trend, this 
presents a considerable issue: one that 
IFIAR chair Lewis Ferguson has described 
as ‘a problem for investors and other users 
of financial statements around the world’.

A cause for concern
Audit regulators in the Asia-Pacific 
region are also concerned about the 
recurring deficiencies that turn up in their 
inspections. A number have noted that 
despite continuing efforts by firms to 
improve audit quality, the recurring findings 
suggest that multiple underlying issues 
exist that have not yet been resolved by 
the firms. This is true even in jurisdictions 

that pride themselves on consistently high 
audit quality, such as Singapore.

The Accounting and Corporate 
Regulatory Authority of Singapore (ACRA) 
observed in its 2014 Practice Monitoring 
Programme report that while firms have 
made considerable improvements in their 
quality controls, it remains concerned over 
recurring findings in areas including fair 
value measurement, revenue recognition 
and group audits. Some of these parallel 
the findings from the global survey.

Malaysia’s Audit Oversight Board 
(AOB) similarly noted, in its most recent 
inspection report, that although it 
observed ‘positive progression’ from audit 
firms, there were still recurring findings in 
areas such as going-concern assessment 
and the understanding of management’s 
processes and controls relating to 
accounting estimates.

The Securities and Exchange 
Commission Thailand (SEC) reported that 
despite ‘significant improvements in most 
aspects’, deficiencies in engagement 

performance, one of its key areas of focus, 
persisted for a number of inspected firms.

Meanwhile, the Australian Securities 
and Investments Commission (ASIC) found 
that while firms had made good efforts 
to improve audit quality, ‘these efforts 
were yet to be reflected in its risk-based 
inspection findings’.

ACRA, AOB and SEC are founding 
members of the ASEAN Audit Regulators 
Group, an informal cooperation body 
formed in 2011 to help promote audit 
quality in the region through enhanced 
collaboration between audit regulators. All 
three, with ASIC, are members of IFIAR.

Addressing root causes
In the global survey results report, IFIAR 
has encouraged audit firms to evaluate and 
understand the root causes of deficiencies 
and to take action accordingly. It places 
high priority on professional scepticism, 
highlighting this as a significant contributor 
to the quality of audits, or lack of it.

Audit regulators have already taken 
steps to identify root causes, as well as 
engaging audit firms and implementing 
initiatives to assist the firms’ efforts. Some 
root causes differ quite widely between 
jurisdictions, but others, including human 
resources and leadership, emerge 
repeatedly. Lack of leadership and talent 
attrition, for example, were highlighted 
by the Singapore, Malaysia and Thailand 
regulators. Professional scepticism has 
also emerged as a common theme.

In Singapore, ACRA has identified 
several broad categories of root causes 
including structural, organisational and 
accountability issues related to human 
resource management. Its current » 

IFIAR has 
encouraged audit 
firms to evaluate 
and understand 
the root causes 
of deficiencies 

and to take action 
accordingly

About the survey

The IFIAR Survey of Inspection Findings has been conducted annually since  
2012 to identify common audit inspection deficiencies on a global basis.  
The survey focuses primarily on the findings from IFIAR members’ inspections  
of audit firms affiliated with the six largest international audit firm networks.  
It covers audits of publicly listed companies and systemically important  
financial institutions.
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priority  is ensuring that senior personnel, 
such as partners and managers, are 
adequately involved in audit engagements. 
It has enhanced its audit inspection 
programme to take a more targeted, risk-
based approach to inspections.

‘Singapore has maintained a 
consistently high quality of audit, although 
some of the deficiencies observed by 
IFIAR’s survey do feature in our own 
inspection finding,’ says ACRA chief 
executive Kenneth Yap. ‘Nevertheless, audit 
quality is constantly a work-in-progress.’

In Malaysia, the AOB has previously 
highlighted root causes such as lack of 
human resources due to a high talent 
attrition rate, lack of emphasis on audit 
quality by the leadership of audit firms, 
inadequate understanding of the audit 
client’s business, and lack of application of 
professional scepticism in evaluating audit 
evidence. It has currently identified audit 
firms’ internal monitoring processes as a 
potential key to improving effectiveness.

‘More honest and holistic approaches 
in identifying root causes and devising 
appropriate remediation plans to address 
the actual drivers of the deficiencies 
would strengthen audit firms’ systems of 
quality control and position them in better 
footings,’ says Nik Mohd Hasyudeen 
Yusoff, executive chairman of the AOB.

ASIC has also identified three 
broad areas where audit firms need 
further improvement: the sufficiency 
and appropriateness of audit evidence 
obtained by the auditor, the level of 
professional scepticism exercised by 
auditors, and ensuring appropriate reliance 
on the work of experts and other auditors.

‘We see audit quality as a key 
to consumer and investor trust and 
confidence in our markets,” says the 
Australian regulator, noting that it has 
asked the six largest auditing firms in 
Australia to prepare action plans for 
addressing these areas and received a 
favourable response.

Taking action
IFIAR’s report includes a list of action 
plans that audit firms may implement to 
address quality issues. 

In addition, it suggests that non-
executive directors and audit committees 
could assist in creating a high-quality 
audit environment. Audit regulators 
concur: besides supporting the firms’ 
individual action plans, they are 
undertaking initiatives to bring in other 
stakeholders who can help on this issue.

‘ACRA views audit quality as a work-
in-progress that involves a myriad of 
regulatory and non-regulatory levers and, 
crucially, support from stakeholders,’ 
says the Singapore regulator, which 
recently stepped up its engagement 
with audit committees to help them 
better distinguish and demand quality 
audits. ‘Crucially, we want to help audit 
committees extract more value out of the 
audit by engaging in deeper discussions 
with their auditors on the audit process 
and how audit risks were addressed.’

Meanwhile, Malaysia’s AOB has 
taken steps to engage with audit firms, 
particularly small and medium ones, 
to help them better understand and 
address practical challenges such as 
talent retention and keeping abreast with 
relevant standards. It also collaborated with 
ACCA in a 2012 survey, Optimising talent 
in accounting firms, to determine the state 
of audit talent in Malaysia, which reported 
positive findings about the profession.

ASIC has adopted a third approach, 
leveraging ASIC chairman Greg Medcraft’s 
role as chairman of the board of the 
International Organization of Securities 
Commissions. It recently suggested 
improvements to auditing standards in 
Australia based on international standards 
and is now pressing for changes in these 
and ethical standards to provide better 
guidance to auditors.

‘We believe securities regulators and 
auditors have a joint interest in quality 
financial reporting,’ says ASIC.

On the whole, however, audit 
regulators have indicated that there is 
no quick and easy solution to improving 
audit quality. Although the IFIAR survey 
did suggest that some regulators have 
observed an overall improvement in audit 
quality in their jurisdictions, regulators 
and audit firms have described their 
own initiatives as ongoing and work in 
progress. IFIAR itself has also indicated 
that the audit profession may not be 
doing enough to understand and address 
issues with audit quality.

However, awareness of the recurring 
trends has provided a starting point for 
auditors, regulators and stakeholders 
to take action, and may be the first step 
towards solving a problem that affects all 
users of financial statements. ■

Mint Kang, journalist

‘We believe 
securities 

regulators and 
auditors have 

a joint interest 
in achieving 

quality financial 
reporting’ 

Overmatter:

Trends in public-company audit inspection findings

For audits of public companies, a distinct trend has emerged in the areas  
with the largest number of inspection findings over the three years since  
IFIAR commenced its annual survey. For each year, in descending order of 
occurrence, the areas are:

2012

* Fair value 
measurement

* Internal control 
testing

* Engagement quality 
control reviews

2013

* Fair value 
measurement

* Internal control 
testing

* Adequacy of 
financial statements 
and disclosures

2014

* Internal control 
testing

* Fair value 
measurement

* Revenue recognition

For more information:

Optimising talent in accounting 
firms is available at www.accaglobal.

com/ab/203future-emp
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The view from
Craig Nelson, group CFO at Place Estate Agents, Australia 
on leadership, technology and being a student mentor

Nine years after arriving in Australia 
from the UK, I’m proud to be the group 
CFO of Place Estate Agents in Brisbane. 
In 2015 we won the Real Estate Institute of 
Queensland’s Award for Large Residential 
Agency of the Year.

The Place Group of companies 
consists of 16 individual businesses 
that my teams support, along with 
five franchised businesses. We provide 
a centralised services model, which 
leverages the Place Group with financial, 
legal and HR services. While managing 
these three arms, I also work closely 
with our entrepreneurial chief executive, 
Damian Hackett, on the financial facet 
of business development, which sees us 
reporting to the board each quarter.

I strongly believe that Place is an 
industry leader in outsourcing. The 
model that we harness perfectly aligns 
with the support structures that real estate 
businesses require. Our model enables 
us to leverage resources to support our 
business objectives, as well as sustain a 
competitive advantage.

I believe that evolving technology 
has been the largest driver of 
change in my industry. Businesses 
must adapt to new technology or risk 
falling behind. Equally, the way we 
consume information is changing and 
interconnectedness within business is 
more important than ever before.

It’s crucial that a CFO can 
successfully report on business 
finances. Additionally, the modern 
CFO should be involved extensively 
in the management  
of the organisation and its 
future by excelling in the 
role as a business 
management 
partner by 
offering superior 
guidance for 
stakeholders.

In today’s challenging economic 
environment, it’s important to invest in 
financial leadership. As modern CFOs 
and members of management, we must 
seize opportunities to drive improvement. 
Financial executives should play a leading 
role in accelerating strategic growth 
across a business: we must be catalyst 
agents for change and development.

I’m also driven by the opportunity to 
contribute to my field on a wider scale. 
Training and education are passions 
of mine. I recognise that the transition 
from university to the workforce can 
be challenging, so I became a student 
mentor for the Queensland University of 
Technology and work to assist students’ 
moves into the workplace.

For me, it’s about teaching our future 
finance professionals the truth and 
processes of everyday business. 

For example, account 
management, how to 
interpret data effectively, 

how to create a business 
plan, making best-for-
business decisions 
and, ultimately, taking 
a snapshot of the big 

picture and thinking, 
‘how can I improve this 

business?’ ■

Snapshot: transport 
and logistics
For finance teams within transport 
and logistics companies, managing 
costs is a central issue. Fuel costs 
are a significant component of the 
cost base for all modes of transport. 
How far to hedge forward to give 
some stability to that picture is a 
constant preoccupation.

 Taxation is likewise important, 
both for companies and their 
customers. That, in turn, impacts on 
demand. Most operators face some 
version of a locally levied tax.

Creating an efficient and 
integrated transport infrastructure is 
another key theme. As passengers 
and goods move across modes of 
transport on their route from A to 
B, the points at which they transfer 
must be as smooth as possible.

 Using technology to manage 
the journey and communicate the 
progress of a consignment in a way 
that will ultimately enhance the 
customer’s experience is an issue 
exercising the analytical minds 
within these businesses.

 Professionals working in this 
area also look closely at changing 
supply chains and the impact of 
internet purchasing. The challenges 
are about being nimble enough 
to take advantage of these trends, 
providing greater delivery options 
and a better experience for the 
customer – while also making an 
acceptable economic return.

 
Coolin Desai, corporate finance 
partner and UK leader for transport 
and logistics at PwC

Duty to report
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Raising standards
Former chairman of Hong Kong Exchanges and Clearing, Ronald Arculli now oversees the 
rollout of global accounting standards as vice-chair of trustees at the IFRS Foundation

British historian C. Northcote 
Parkinson had a theory that ‘work 
expands so as to fill the time available 
for its completion’. Busy people find 
that life is like that and Hong Kong’s 
Robert Arculli, who as chairman of the 
Hong Kong Stock Exchange (HKEx) 
from 2006 to 2012 steered that 
institution through the choppy waters 
of the financial crisis, smiles at the 
suggestion, because, for him, the cap 
well and truly fits.

Three years after he stepped down 
as chairman of Hong Kong Exchanges 
and Clearing, if there was any void in this 
longtime financial industry executive’s 
exhaustive schedule, it long ago vanished.

At a stage when some may consider 
they have just about contributed enough, 
Arculli has picked up the pace, accepting 
a position as vice-chair of the trustees of 
the IFRS Foundation – the latest in a long 
list of appointments.

Born in Hong Kong from Indian and 
Chinese lineage, as a teenager Arculli 
went to England for tertiary studies, 
graduating as a barrister. Back in Hong 
Kong, he joined chambers, then briefly 
dabbled in stock brokerage before 
returning to the law as a solicitor. This gave 
him flexibility to pursue other interests, 
which, over the course of five decades, 
have spanned the gamut of professional, 
public and community service.

As a lawyer, the financial sector has 
always been part of Arculli’s specialty, 
so it was an easy decision to head the 
Hong Kong Stock Exchange when the 
opportunity arose in 2006. Those were 
heady days for Hong Kong – a time he 
recalls as ‘completely euphoric’, with GDP 
growth bounding ahead and consumer 
confidence at an all-time high, shored up 
by the economic miracle taking place on 
its doorstep in mainland China.

Within a year, though, it had all come 
to a crashing halt, courtesy of the global 
financial crisis. In the depths of the 
depression unravelling all around, Arculli 
saw an opportunity. 

‘Markets outside of Asia were going 
through a stage of huge volatility, and they 

lacked liquidity,’ he says. ‘Also, at the time, 
a lot of big mainland companies, especially 
state-owned enterprises, wanted to go 
public.’ And so he went a-wooing, pitching 
Hong Kong’s credentials as a global initial 
public offering (IPO) platform, at a time 
when it was unusual for foreign companies 
to list outside their home markets.

‘I’d say to them: being listed on 
the Hong Kong Stock Exchange is free 
advertising for you and your products – it 
doesn’t matter what business you’re in, 
be it luxury brands or financial services,’ 
Arculli recalls. 

Pointing to the growing affluence in 
Asia, he offered proximity to potentially 
the world’s biggest consumer market, 
backed up by Hong Kong’s strong 
corporate governance, rule of law, 
pool of professional talent and familiar 
accounting standards. (Hong Kong was 
an early adopter of International Financial 

Reporting Standards – IFRS, in 2005.)
‘Some of them liked the idea,’ says 

Arculli, who successfully lured big names 
like Italian fashion house Prada, French 
cosmetics group L’Occitane, Swiss 
commodities trader Glencore, Brazilian 
miner Vale and Russian aluminium 
producer UC Rusal.

The size of some of the deals made 
listing history, propelling Hong Kong – 
formerly a domestic exchange – to world 
number one for three years running, in 
2009, 2010 and 2011. 

‘For the past 13 to 15 years, only two 
exchanges have been in the top five IPO 
fundraisers, New York’s and Hong Kong’s. 
That’s quite an accomplishment for both 
exchanges,’ says Arculli.

He wasn’t there when HKEx turned 
away the biggest listing of all time – 
mainland e-commerce giant Alibaba, 
which subsequently launched in New » 

The Hon. Ronald Arculli, GBM, CVO, GBS, OBE, JP is a senior 
partner of King & Wood Mallesons in Hong Kong. He also 
chairs the board of FWD Group (the insurance arm of Pacific 
Century Group) and is a non-executive director of several listed 
companies, including Hang Lung Properties, HKR International, 
Sino Hotels, Sino Land and Tsim Sha Tsui Properties 

2012-present
Trustee of the IFRS Foundation in 2012, becoming vice-chair of trustees in 2014

2008-12
Board member of the World Federation of Exchanges (including two years as chairman)

2006-12
Chairman of Hong Kong Exchanges and Clearing

2005-12
Member of the Executive Council of the HKSAR Government 

2002-06
Chairman of the Hong Kong Jockey Club

2000-07
Chairman of the Duke of Edinburgh Award, succeeding Prince Charles

1988-2000
Member of the Legislative Council of Hong Kong
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York – but says ‘the jury is still out’ on 
whether that was the right decision. ‘If you 
give certain types of businesses different 
treatment – that is, better control of the 
company by a body of shareholders – 
then everybody will be asking: why you 
and not me? If you want to do that, you 
either offer it to everybody, as I believe 
they do in the United States, or you say 
you have to be very, very special. And how 
do you define special?’ he ponders.

While still HKEx chairman, Arculli was 
also chairman of the World Federation 
of Exchanges and a member of the 
executive council of the Hong Kong 
government, when, in February 2012,  
he was appointed as a trustee of the 
IFRS Foundation. In December 2014, he 
became vice-chair of the trustees.

He recalls how the convergence 
conversation had started years before, 
when Paul Volcker, former chairman of the 
US Federal Reserve and inaugural chair of 
the trustees of the IFRS Foundation, which 
oversees the International Accounting 
Standards Board (IASB), began ringing 
round financial movers and shakers, 
mooting the idea of a single set of global 
accounting standards. In Hong Kong, 
the call was taken by Charles Lee, then 
chairman of HKEx: a uniform reporting 
language resonated with Lee, who was 
immediately on board.

The mission was simple, and clear 
enough, but at the same time ‘hugely 
ambitious’, Arculli says. Great strides 
have been made in the 15 years since, 
with IFRS now adopted in more than 
116 jurisdictions and still advancing. Yet 
Arculli hopes certain major economies 
– notably the US – will sign on. China’s 

accounting standards are, for all practical 
purposes, ‘pretty close to the IFRS’, 
he notes, adding that he thinks for the 
mainland it is only a matter of time. 
Japanese companies already have the 
option to use IFRS.

Adoption can be quite challenging, 
given the need for conversion from local 
standards, and the various language 
differences, but 
South Korea has 
managed to do it 
well, he points out.

Says Arculli: ‘The 
meticulous care 
which our friends in 
Korea have taken 
in adapting Korean 
standards into 
IFRS is a wonderful 
case study of the 
determination of that 
country to do what 
they did for the long-
term advantage.’ 

In Asia, he says, 
IFRS is rolling out at a reasonable pace – 
‘as well as can be expected’.

‘The local accounting profession, as 
well as the government and the regulators, 
need to buy into the standards. And then 
if there is a transition process from existing 
standards, our professional people do 
their best in trying to make that as easy as 
possible, based on experience elsewhere.

‘You can imagine that translating back 
to the local language may pose a challenge 
or two – although the IFRS Foundation 
normally assists in this,’ he adds.

Things might move along more quickly, 
he says, now that local-level resources 

are more deeply 
integrated into 
the development 
of IFRS through 
the IASB’s 
Accounting 
Standards 

Advisory Forum (ASAF). Established in 
2013, the ASAF is made up of various 
representatives of the global accounting 
standards-setting community, including 
Asia-Oceania, and provides technical 
advice and feedback to the IASB.

He is frustrated, though, by the ad hoc 
way in which IFRS is funded. There is no 
fixed model, and contributions are normally 
provided on a voluntary basis, supported 
by three main regions: Asia Pacific, EU/
Middle East/Africa and the Americas. Even 
though many countries make ‘quite decent’ 
annual contributions to IFRS coffers, he 
would prefer a more formal commitment.

‘The local 
accounting 

profession, as well 
as the government 
and the regulators, 

need to buy 
into the global 

standards’

A passionate advocate of the arts, Ronald Arculli aims to see 
Hong Kong emulate the culture of London and New York. He 
currently serves as:

* Chairman of the Hong Kong Arts Festival Society

* Director of Asia Art Archive 

* Board member of the West Kowloon Cultural District Authority, chairman of 
its executive and development committees

* Member of the honorary advisory committee of Social Ventures Hong Kong 
(SVHK Foundation), which provides venture philanthropic support

* Chairman of the Common Purpose Charitable Foundation, Hong Kong

* Chairman of Light Be Foundation
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‘It’s an issue that obviously those of us 
involved need to address,’ Arculli says. 
For what it does, it’s not a huge amount 
of money – less than £30 million per year 
to fund the whole organisation – but 
big enough that we have to work on the 
fundraising side. 

‘I would like more of a commitment 
from economies. Going cap in hand 
I don’t mind, nor do I mind the 
accountability or the transparency. But 
for an accounting standard as important 
as IFRS, ideally we would have stable, 
reliable funding sources.’

He points out that the 22 trustees 
of the IFRS do not interfere in the 
determination of what a standard should 
or should not be, ‘and nor should we’. 
‘The job of the trustees is to make sure 
that all relevant stakeholders, due process 
and everything else is adhered to by the 
professionals,’ Arculli says.

His role as vice-chair of the trustees 
keeps him away from Hong Kong for longer 
than he would like, but that is just how it is. 
He still has his law practice – he is senior 
partner at King & Wood Mallesons in Hong 
Kong; is on the board of various companies 
(including FWD Group, the insurance arm 
of Pacific Century Group, which he chairs); 
and is heavily involved in the arts, including 
chairing the executive and development 
committees of Hong Kong’s West Kowloon 
Cultural District Authority, which is building 
one of the world’s largest cultural quarters.

‘And I have my passion – my horses,’ 
adds the one-time Hong Kong Jockey 
Club chairman, whose love for racing 
stems from his boyhood home in Happy 
Valley, where he could hear the clip-clop 
of hooves outside as the racehorses 
pranced from their stables to the track.

He turned 76 on his last birthday, and 
maintains a workload his staff cannot 

begin to fathom. ‘Being a lawyer has the 
advantage that you can switch off,’ he 
offers. ‘I sleep very well – very soundly, 
and very short.’ Five to six hours of 
slumber is enough, then he’s up early, 
hitting the newspapers, radio and TV ‘all 
at the same time’.

Arculli is aware, though, that at some 
stage his life will either start slowing 
down, or come to a grinding halt. ‘And 
obviously, sometimes when things like 
that happen, you may not necessarily 
realise it yourself, but may be “losing it” 
slowly – or quickly. I hope I can tell the 
difference, and know when to stop.’

Meanwhile, he adds, ‘I enjoy 
immensely everything I do. I think that so 
long as I feel I have the energy and the 
opportunity to do what I’m doing, then I 
will count myself very lucky.’ ■

Peta Tomlinson, journalist
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Giovanni Kessler is an Italian 
prosecutor who has dealt with 
organised crime, corruption and 
financial crimes in the Italian courts, 
including the Sicily branch of Italy’s 
Anti-Mafia Department (Direzione 
Investigativa Antimafia).

He later became deputy head of the Kosovo Verification 
Mission, run by the Organisation for Security and 
Cooperation in Europe (OSCE), before being appointed 
vice president of the OSCE parliamentary assembly.

Kessler was elected to the Italian parliament, as an 
independent member, in 2001. During his five-year mandate, 
he authored legislation on the International Criminal Court, 
the European Convention Against Corruption of the Council 
of Europe, on international judiciary cooperation, and the 
EU’s European Arrest Warrant.

He was also the Italian high commissioner to combat 
counterfeiting and the president of the legislative assembly 
of the autonomous province Trentino, in northern Italy.

Kessler became OLAF director general in 2011. His 
non-renewable mandate expires in 2018.

On the fraud frontline
The director general of the European Anti-Fraud Office (OLAF), Giovanni Kessler, 
explains how he is tasked with protecting the financial interests of the EU

The European Union’s (EU) Anti-Fraud Office (OLAF) 
is in many ways a unique body – a team of expert 
accountants, lawyers and law enforcement professionals 

looking for fraud in an annual budget approaching €150bn, 
spent by a 28-country international organisation.

It is unsurprising that fraud occurs in such a complex setup 
– indeed, financial crime thrives where there are potential 
cultural and linguistic misunderstandings and cross-border 
misunderstandings.

Speaking to Accounting and Business in an exclusive 
interview at his office in Brussels, OLAF’s director general 
Giovanni Kessler explains that one key focus in 2015 would 
be public procurement issues, where EU money is spent in 
member states. Research has shown that such local contracts are 
particularly hard to monitor and control, and OLAF will continue 
to energetically analyse information on ‘irregularities’ in the 
spending of EU regional development funds (called ‘structural 
funds’ in EU jargon), such as the European Social Fund, the 
European Regional Development Fund, as well as development 
money spent in developing countries.

Tasked with protecting the financial interests of the EU, 
OLAF may use similar tools as those employed by private sector 
auditors to check financial flows, Kessler explains. In some cases, 
these prove essential to ‘spot some peculiarities, some events 
that might indicate the existence of fraud’, he says.
In some cases, the same groups and even the same 
accountants are behind potential fraud involving public EU 
money in several member states, he adds.

With OLAF supporting the European Commission in the 
development and implementation of anti-fraud policies, lessons 
learned from OLAF cases on public procurement expenditure 
feed into Brussels-designed rules for public procurement, says its 
director general.

In 2013, OLAF worked with the commission to devise risk-
based indicators that could spark red flags of suspicion among 
public authorities when checking the expenditure of public 
money. It also provided training to the commission’s auditors on 
the detection of fraud by using these indicators and on reporting 
fraud suspicions.

A commission report on the protection of the EU’s financial 
interests, released in July 2014, argues that such initiatives would 
be useful in member states: ‘The Commission believes that 
greater efforts at national level on combating and detecting 
fraud should be deployed,’ the report reads, recommending that 
EU countries review their controls ‘to ensure they are risk-based 
and well-targeted’.

The setting of common standards for reporting on fraud 
issues affecting EU money is one of the key aims of this report. 
Some EU member states may have been reluctant to admit where 
fraudsters have bilked EU-sourced funds, Kessler explains. ‘There 
has been in the past the tendency not to report irregularities to 
the Commission in order not to be blamed, not to be considered 
fraudsters,’ he says, adding that this mentality needs changing 
‘by not blaming those who do report, but by soliciting those who 
report very little to check their control capacity and reporting 
capacity’. He continues: ‘We have progressed very much in this 
area over the last few years, but there is still work to be done.’

The commission’s report estimated that €248m in EU-funded 
expenditure was affected by fraud in 2013, a drop from €315m 
in the previous year. When it comes to EU revenues, suspected 
or confirmed fraud amounted to €61m in 2013, also showing a 
decrease from the previous year, when the amount hit by fraud 
was estimated at €77.6m. The corresponding figures for 2014 are 
expected in the first half of 2015.

In public procurement-related cases, OLAF also investigates 
collusion among bidders, falsification of requirements to participate 
in a tender, plus conflicts of interest and collusion between public 
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officials running tenders and bidders, Kessler explains. The latter 
‘might be the endpoint of something even worse: corruption’, 
he says, noting that for OLAF this may be difficult to prove, ‘but 
it’s enough to say that there has been a suspicion of collusion or 
irregularity in the bidding for us to start an investigation’, he adds.

‘Transparent, efficient tender procedures are of utmost 
importance for clean, competitive markets,’ he continues.

When it comes to corruption cases involving public officials 
handling EU money in EU member countries, Kessler explains 
that national public administration authorities have the primary 
responsibility for preventing fraud. A potential investigation by 
national law enforcement authorities or OLAF only arises if this 
line fails, he adds.

As the only EU-wide administrative investigation body, OLAF 
is well placed to look at potential transnational fraud involving 
European money, he says. ‘We are still a bit too attached to a 
national version of fraud-related crimes, which might have been 
the case some years or decades ago,’ Kessler continues, noting 
that nowadays, with a European and global market, these kind of 
crimes are becoming increasingly transnational.

EU revenue
While most of its work is dedicated to investigating fraud 
in spending EU money, OLAF also probes potential fraud 
involving EU revenues, which includes import duties, earmarked 
for EU spending as ‘own resources’ in EU-speak. OLAF 
officials will in 2015 continue to focus on cigarette smuggling, 
counterfeiting and undervaluation of goods entering the EU.

In terms of specific case examples, in 2014, OLAF helped 
national customs authorities in a pan-European operation 
discovering some 1,500 containers of undervalued goods 
entering the EU from China. False quantities and different origins 
of the goods were declared to the customs authorities. There 
was also an operation in France against counterfeit cosmetics 
coming from the same country. ‘We are talking large quantities,’ 
Kessler says.

These cases have benefited from cooperation between OLAF 
and the Chinese authorities. ‘We have been able to develop 
our investigations there,’ with prosecutions in China following, 
Kessler explains, adding that collaboration with China so far 
looks promising. »
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* The European Anti-Fraud Office 
(OLAF) was established in 1999, 
following the resignation of the 
Santer Commission, led by Jacques 
Santer, after a report criticised the 
executive’s management failings 
in the face of fraud and nepotism 
within the commission, replacing the less powerful and 
autonomous UCLAF anti-fraud unit.

* OLAF is part of the European Commission, currently 
under the responsibility of the European Commission 
vice-president for budget and human resources 
Kristalina Georgieva. It is, however, independent in its 
investigations concerning fraud, corruption and other 
illegal activities that affect the EU’s financial interests.

* OLAF also investigates matters relating to the 
conduct of officials and staff of EU institutions, 
and offers support to the European Commission 
and other EU institutions in the development and 
implementation of anti-fraud policies.

* In 2013, OLAF opened 253 investigations and issued 
353 recommendations for action to be taken by EU 
institutions, bodies, offices, agencies or competent 
authorities of EU countries. It recommended the 
recovery of over €400m to the EU budget.

* The organisation had a budget of €57.7m in 2013, 
when it employed 440 people – 350 focusing on fraud.

Overmatter:

For more information:

Visit the European Anti-Fraud Office at  
tinyurl.com/d5msylw

Tobacco smuggling and contraband cases continued to 
pour into the OLAF in-tray in 2014 and should remain a priority. 
In November 2014, Italian and German law enforcement 
authorities, with OLAF’s help, dismantled an international 
tobacco contraband network that manufactured cigarettes in the 
EU. ‘It then simulated fictitious exports outside the EU or carried 
out real exports to third countries and subsequently smuggled 
the cigarettes back into the EU with the aim of avoiding the 
applicable customs duties and taxes,’ an OLAF note reads. 
It estimated that the Italian budget alone lost at least €90m 
through this scam.

In December 2014, OLAF provided Dutch customs 
authorities with information helping uncover a shipment 
of 3.9 million cigarettes near Eindhoven. The cigarettes had 
allegedly been manufactured in Belarus and some were found 
concealed in kitchen cabinets – a legitimate part of the cargo. 
Tobacco smuggling into Europe has become very profitable 
for fraudsters over the past years due to the high taxes, 
Kessler says.

With a rising caseload, OLAF will have to win internal 
challenges to cope. Some 400 OLAF staff members dealt 
with hundreds of cases last year and processed about 1,300 
new pieces of information of potential investigative interest, 
according to Kessler. ‘But we are quite confident,’ he says, noting 
that the OLAF 2014 report will show ‘that we manage to keep 
[our] investigative services up to the challenge’. ■

Carmen Paun, journalist based in Brussels
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Global competitiveness
The IMD ranks national competitiveness every year on the strength of four key factors – 
economic performance, government effi ciency, business effi ciency and infrastructure

Still outcompeting everyone else

The US remains top of the IMD annual world 
competitiveness rankings as a result of its business 
effi ciency and strong fi nancial sector, innovation 
drive and infrastructure. In Asia’s growth centres, 
Hong Kong moved up although Malaysia and Japan 
fell. Most declining 
Asian economies have 
infrastructure problems.

The business efficiency effect

Nine of the top 10 in the IMD’s overall competitiveness 
league are also in the top 10 for business effi ciency – the 
extent to which the national environment encourages 
enterprises to perform innovatively, profi tably and 
responsibly. It is assessed through indicators related 

For more information:

IMD’s latest world 
competitiveness 

yearbook is available 
at tinyurl.com/

WCY-rank-2015

1 Hong Kong
2 US
3 Canada
7 Singapore 
10 Malaysia
11 Qatar
13 Ireland
18 UAE
20 UK
27 Mainland China

1 US
2 Hong Kong
3 Singapore
4 Switzerland
5 Canada
12 UAE
14 Malaysia
16 Ireland
19 UK
22 Mainland China

Americas
1 US
2 Canada
3 Chile
4 Mexico
5 Colombia

EMEA
1 Switzerland
2 Luxembourg
3 Norway
4 Denmark
5 Sweden

Asia Pacific
1 Hong Kong
2 Singapore
3 Taiwan
4 Malaysia
5 New Zealand

Regional stars

‘Top countries are going 
back to the basics,’ said 
professor Arturo Bris, 
director of business 
school IMD’s World 
Competitiveness Center. 
‘Productivity and effi ciency 
are in the driver’s seat 
of the competitiveness 
wagon. Companies in those 
countries are increasing 
their efforts to minimise 
their environmental impact 
and provide a strong 
organisational structure for 
workforces to thrive.’
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to productivity such as the 
labour market, fi nance and 
management practices. 
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In the pipeline
The oil and gas sector is undergoing significant change and not just in the price of crude. 
So how can finance professionals add value in an industry that needs them more than ever?

elements of their finance functions. Offshoring 
has enabled finance functions to demonstrate 
they are able to cut their own costs – a 
confidence-building step when demanding 
other departments trim their budgets.

But it has meant that professionals joining a 
finance function in an oil or gas company with 
considerable offshoring may find they receive 
less breadth of experience as they develop their 
careers. No wonder a senior industry finance 
professional says: ‘Many oil and gas companies 
are beginning to get a bit concerned about 
where the next CFO might come from.’

This ought to be a genuine concern for the industry’s major 
players, as senior management teams will need to tackle a whole 
range of new issues. Those CFOs who can rise to the challenge 
may find they play a more strategic role than ever before. ‘I think 
the CFO is in a golden age in the oil and gas sector,’ says Dr 
Steve Priddy FCCA, a former ACCA director of technical policy 
and research who now leads the London School of Business and 
Finance’s oil and gas programme. ‘But they are going to be asked 
very challenging questions. They’re already fantastic experts in 
what they do, but that’s going to be stretched to the limit.’

Pressure point
Take the question of cost and cash control. Return on capital 
has taken a big hit in recent years, points out Pearson. The 
pressure may increase in the future as the industry embarks 

on increasingly ambitious projects 
to recover more inaccessible assets. 
Because every drilling project is 
different, it is not easy to impose the 
kind of one-size-fits-all processes 
typically found in manufacturing, 
says Pearson. ‘When you’re dealing 
with oil and gas fields – all of which 
have different geology, chemical 
components and pressure in them – to 
what extent you can standardise is a 
big question mark in my mind,’ he says.

There are no easy answers, but 
Alison Baker, head of UK oil and gas at 
PwC in the UK, argues that one of the 
challenges for finance professionals 
is to help companies reshape their 
operating models. She sees technology 

Last year’s oil price crash may look 
like a threat to the industry, but it 
could prove to be an opportunity for 

finance professionals working in the sector. 
Depending on which industry pundit you 
talk to, the price will recover to its previous 
level – or it won’t. But where there is no 
disagreement is that finance professionals 
have an ever more challenging role to play in 
the industry in the years ahead.

Of course, there have been finance stars 
who have risen to play key roles on the boards 
of the world’s biggest oil and gas companies. 
Yet there is a lingering sense that finance professionals have not 
always exercised as much influence as they might. Historically, 
the engineers have often called the shots when it comes to 
decision-making in many energy majors, argues Colin Pearson, 
oil and gas tax partner at EY. Given the formidable technical 
complexity of major extraction projects, that is hardly surprising. 
But times are changing.

‘With pressures to manage costs and cash, standardise 
processes, and manage everything more effectively, the balance 
of power will shift to finance professionals,’ Pearson predicts.

Simon Constant-Glemas, vice president corporate and UK 
country controller at Shell, believes that finance professionals 
have a big opportunity to provide the analysis and insight that 
can help to inform better decisions in the future. ‘We are a bit of 
a spider in the web in that sense,’ he says.

There is little doubt that the oil 
and gas industry is facing some 
unprecedented challenges. A new 
ACCA state-of-the-industry report, Oil 
and gas – priorities and challenges 
for the CFO enterprise, spells out 
key issues on the future agenda 
– managing the volatility that hits 
firms’ cost bases, capex and funding; 
developing better forecasting and 
decision-support capabilities; handling 
new corporate reporting challenges; 
and forecasting the impact of asset 
impairment and stranded assets.

Dealing with all these issues will 
put a premium on the talent available 
in the finance function at a time when 
many companies have offshored key 

‘I think the CFO 
is in a golden 
age in the oil 

and gas sector, 
but they are 

going to be asked 
very challenging 

questions’

Inside Shell

Watch our video 
of Simon Constant-
Glemas explaining the 
key priorities of Shell’s 
finance function in the 
current financial climate.
Go to www.accaglobal.
com/ab/222
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being a key driver of the innovation and collaboration needed to 
take out overhead cost. ‘For example, if a number of operations 
are extracting oil from one field, why can’t they share some back-
office costs in the field,’ she asks.

Serious disconnect
Baker acknowledges that it is not easy to change direction once 
capital projects are agreed. And that poses a problem, because 
while projects are measured in years – even decades – oil price 
fluctuations are measured in months, sometimes weeks or 
even days. There is, in effect, a serious disconnect between the 
horizons for capital investment and revenue projection.

‘When there’s a need to save money, finance professionals 
are first going to look at what can be deferred,’ argues Baker. 
‘But once projects are decided, it’s difficult to change them 
because of capital commitments, not to mention commitments 
to governments.’ But she argues that decision-makers could 
seek to break long-term projects into modules. ‘You could give 
yourself a bit more agility rather than having to commit to a 20-
year project,’ she says.

There is a significant focus in the industry at the moment on 
how best to conserve cash. ‘There is a lot of modelling around 
portfolio realignment and optimisation,’ says Baker. ‘There’s an 
appreciation that there is a finite amount of cash, so there needs 
to be more focus on how to use it.’

Constant-Glemas agrees that there is a lot of industry 
attention on what is driving the various cost bases. Developing 
better analysis and deeper insights in these areas can help a 
business understand more about the choices that could be on 
the table at different levels of revenue. This is an area where 
finance professionals could be playing a more vigorous role – 
thereby placing themselves at the heart of the strategic debate 
within their companies.

It is no surprise that the short-term focus in the oil business 
has been on how to react to the slump in price – and also 
therefore on revenues. Models that show the price creeping up 
to its previous level, after time, may or may not prove correct. 
But what is probably more significant are the longer term trends 
that have big financial implications – such as the fact that major 
new oil reserves lie in geographically challenging locations or » 

► Unknown territory
Of concern to the industry 
is that major new oil 
reserves often lie in 
geographically challenging 
locations or in countries 
with unstable political 
regimes
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There is also concern about whether the worldwide drive 
to meet global-warming targets may mean that some existing 
assets may have to remain in the ground indefinitely, unless 
scientists develop effective ways to handle waste gases from 
carbon fuel burning.

Strategic partnerships
As finance professionals become involved in dealing with this 
broad range of future issues, they need to become a strategic 
partner to the chief executive and the board, argues Baker. But, 
she points out, being a strategic partner involves the ability to 
manage a wider range of stakeholders than finance professionals 
normally do.

Communication skills will become increasingly important, 
she suggests. For example, how do you help them understand 
that what is inherently a long-term business is going through a 
short-term price correction? And, in the light of that, how do you 
make the case for continued investment, for employee training 
and for new asset acquisition? These are big questions and will 
take some finance oil and gas industry professionals outside their 
traditional comfort zone.

Yet providing positive answers could be the key to success 10 
years or more downstream. In the past, the oil and gas industry 
has reacted to price corrections by cutting back on graduate and 
other recruitment. As a result, companies have sometimes been 
faced with a kind of talent ‘generation gap’ a few years later.

Baker says that finance professionals should play a positive 
role in persuading the business to hold its nerve so that it 
continues with essential investment and is, therefore, in a better 
position to reap returns when the upside comes. 

So does all this mean that the industry needs a new breed of 
finance professional? Accountants who reach the higher levels of 
oil and gas majors will tend to be those with genuine leadership 
capability and the ability to communicate how they are adding 
value to the organisation, says Pearson.

But finance professionals who want to move up in the 
industry must demonstrate that they can get the basics right 
first, says Constant-Glemas. ‘We get paid a lot of money to 
make sure the numbers make sense, and a lot of that comes 
from executing processes right first time, showing it was 
fit for purpose, strong governance, as well as a strong risk-
management and control framework.’

The ability to handle ambiguity and uncertainty is part of 
a new mindset that successful oil and gas industry finance 
professionals need in the future, ACCA’s report points out. 
Opportunities there may be, but it will take accountants with 
vision and determination to seize them. ■

Peter Bartram, journalist

inside countries with unstable political regimes.
Then there is the growing threat to carbon fuels from 

renewables. Priddy believes this ought to be higher up oil and 
gas companies’ agendas. ‘The cost of producing energy from 
solar is coming down faster than anyone predicted,’ he says. He 
notes that it is forecast that the cost of generating solar power in 
the US will reach ‘grid parity’ – the point at which it is as cheap to 
generate power from solar as from oil or gas without subsidies – 
in the next two to three years.

‘If I were the board director of an oil major, that issue would 
be perplexing me a lot,’ he says. ‘I would switch investment 
plans more into renewables than is currently the case. And I’d be 
looking to recruit people who know about renewables because 
there could be a major skills shortage.’

Yet despite predictions of tough times ahead, there seems to 
be no loss of desire to invest in oil and gas or in the appetite for 
M&A activity, as this year’s Shell takeover of BG illustrates. And 
the new investors on the block are expected to be hedge funds 
and private equity houses. One industry watcher expects private 
equity houses to start investing heavily in the industry in the next 
12 to 18 months.

If that proves correct, it will put more pressure on finance 
professionals to improve forecasting and decision-support 
capabilities. Typically, private equity features activist investors 
with a passion for detailed monthly numbers. They seek precision 
and granular detail. They will be heavily focused on driving costs 
down as well as maximising revenue, although they may find that 
even their alchemic skills at revenue generation are thwarted if 
there is a prolonged collapse in the oil price.

One issue that will certainly be on their agenda – as well as 
that of traditional investors – is the question of asset impairment 
and stranded assets. One industry insider points out that the 
last round of impairment testing took place in January, when 
oil prices were more buoyant than now. Depending on price 
movements between now and next January, there could be some 
disagreeable surprises.

For more information:

Read ACCA’s state-of-the-industry report,  
Oil and gas – priorities and challenges for the CFO 

enterprise, at www.accaglobal.com/ab/200

Overmatter:

▲ Cleaning up
Forecasts suggest that it 
will as cheap to generate 
power from solar sources 
as from oil or gas in the 
next two to three years
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The anatomy of reward 
Behavioural science offers powerful insights into how to motivate employees but many 
companies have yet to act on the pay and benefits evidence and change their approach

Its conclusions don’t come out of the blue – occupational 
psychologists have been looking for some time at areas 
such as recruitment and selection, particularly in the US. The 
understanding of the brain has advanced in recent years, but 
this knowledge is only starting to be put to practical use in the 
workplace for making business decisions. 

It appears that money may not be the straightforward 
workplace motivator of traditional assumptions. Those employers 
that can think about, design and implement alternative rewards 
could be more effective in motivating their staff to succeed. 
By adapting their reward structure, organisations can gain 
more control over the complex range of factors that determine 
motivation, and so enhance their chances of business success. 

The basics  
Employers are faced with perennial difficulties in managing 
basic pay. How employees respond to basic pay is contextual. 
External factors such as recession play a part, but in every » 

Pay and benefits are such a key part of working life all 
around the world that you could be forgiven for thinking 
there isn’t anything else to learn about the key issue 

in the contract between employer and employee. But UK-
based HR professional body CIPD has suggested that policy 
should be evidence-based and that management needs a 
better understanding of what shapes people’s behaviour, 
how they think and what pushes optimal performance. CIPD 
research adviser Jonny Gifford says: ‘Once we have that 
understanding, we should apply it to people management 
and development, processes and practices.’

According to a 2015 CIPD report Show me the money! The 
behavioural science of reward, the insights gained can help drive 
greater employee motivation as well as a better understanding 
of the science behind the impact of pay and reward on employee 
behaviour. The study looks at research that has been conducted 
by a range of academics around the world including in the US, 
Europe and Asia.
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Behavioural buzz

CIPD takes behavioural science seriously, and is 
undertaking a stream of research on its HR impact partly 
because of advances in the subject. 

The application of behavioural science in government 
policy has seen some success. The Behavioural Insights 
Team – also known as the nudge unit – was set up by the 
British government Cabinet Office in 2010 and is now 
a separate social purposes company. It focuses on how 
to make policies stick and how to get them working in 
practice. Its work encompasses how people respond to 
choice and environment. 

to be more creative with their 
rewards packages.

When it comes to setting 
bonuses, businesses have to 
think about whether money is 
addictive. Behavioural scientists 
argue that money’s impact on 
us is more varied than we might 
think and less predictable. 
Gifford says: ‘We do respond 
to money like a tool. It has a 

utilitarian value that enables us to do things, but we also respond 
to money like a drug. If you offer people cash, then there is a 
sense that we get an instant hit.’ So money supplies immediate 
and deferred gratification.

Companies have often seen money as a ‘hygiene factor’, 
based largely on US psychologist Fredrick Herzberg’s theory. 
He suggested money would not make an employee extremely 
satisfied or motivated, but a level of pay seen as too low would 
be demoralising. That idea was mooted in the middle of the 20th 
century; in the 21st century, it is seen as an oversimplification. 
‘Money is a powerful incentive – especially with that drug-
like hit,’ says Gifford. ‘It can crowd out or interfere with other 
motivations that are desirable in an employment context.’ 

This is where paying a bonus can become a risk. Before 
setting up a bonus scheme, employers need to be clear about 
what they want people to do within their role. If there is a 
bonus for reaching a target, then the rational action is to aim 
for that even if it has harmful and unintended consequences. 
UK newspaper The Guardian reported that its analysis of oil 
company reports revealed that bosses at the world’s big five oil 
companies had been given bonuses linked to a £650bn spend on 
fossil fuel exploration – controversial because such projects may 
lead to climate change disaster. 

Unintended consequences
To incentivise one target could result in the disincentivisation 
of other desirable behaviours. So a bonus has to be linked 
to a measure to ensure fairness and is also an integral part of 

what employers want their 
employees to be doing. 

CIPD says that examples 
of good practice do exist, 
and the recommendations 
of its report are in line with 
the sort of practices already 
used by many organisations. 
One perhaps controversial 
example of this is UK teachers’ 
resistance to performance-
related pay. Such pay may 
become accepted in that 
profession eventually, but 
resistance to it is based on 
fears that targeting some 

business there are internal 
factors such as expectations. 
Added together, this means that 
employees’ satisfaction with 
pay is not static, which suggests 
to HR professionals that they 
need greater flexibility in setting 
pay, looking at remuneration 
on a case-by-case basis rather 
than having clearly defined 
pay structures. 

On the other hand, says Gifford, human beings have a strong 
desire for equity, transparency and procedural justice. ‘When 
human beings are offered rewards that are perceived to be fair 
we are happier,’ he says. Or so neuroimaging and brain scans 
seem to suggest. Experiments in the lab have demonstrated that 
people would rather forgo reward for some tasks than gain what 
is seen as an unfair reward. Employees’ perceptions of rewards 
are therefore defined by the circumstances in which they are 
earned. A pay rise or a bonus during tough economic times will 
be seen as having much greater value than the same reward 
given in a time of boom. 

Endowment bias
Likewise, a bonus may be perceived as having less value if the 
recipient considers their own performance to be stronger than 
other employees who get the same amount as part of a team 
reward. Given the tendency of people to overestimate their own 
abilities when performing familiar tasks, skill will be needed to 
craft a performance-based pay scheme that avoids disillusioning 
employees who feel their rewards don’t match their expectations.

Employers should take account of this ‘endowment bias’ – 
people’s tendency to overestimate the value of our possessions 
and our own skills. Employers need to be aware of endowment 
bias when they create benefit packages – and even more so when 
they change them. ‘You may not use the gym membership or 
the subsidised canteen,’ explains Gifford, ‘but if it is taken away, 
employees would suddenly place more value on those benefits.’

The same goes for performance-related pay. Because we 
tend to overestimate our 
ability as individuals, many 
if not most people find 
performance-based pay 
attractive in the first instance, 
but ultimately disappointing 
and demotivating. The key 
is to have a flexible reward 
package that takes into 
account behavioural nuances 
and doesn’t rely solely on a 
wad of cash as the great staff 
motivator. It’s a change in 
direction for many but should 
also be welcome news for 
organisations that are looking 

Show me the money

The CIPD research focused on four areas: base pay; 
variable pay; pensions and benefits; and executive 
reward. The research on executive pay is still a work 
in progress for the CIPD, with HR professionals 
examining what is wanted from leaders and whether 
CEO remuneration generates the right behaviours. 
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For more information:

Read the CIPD report Show me the money! The 
behavioural science of reward at tinyurl.com/CIPDshowme

behaviours would detrimentally crowd out or interrupt other 
equally valid behaviours. 

Behavioural science clearly has taken only limited steps in the 
workplace, and it is not clear that organisations have yet grasped 
the idea of looking at the evidence over pay and benefits and 
then changing their approach. Gifford expects to see employees 
taking on board the idea of behavioural science soon. 

According to global consultancy Hay Group, salaries across 
the world are set to rise by 5.4% on average this year compared 
with 5.2% in 2014, so those involved in setting rewards may well 
have a more difficult task over the coming years. While employers 
need to recognise employees when they go the extra mile and 
add value, a number of behavioural factors should be considered 
when shaping a reward programme. Perhaps the key issue is to 
acknowledge that monetary rewards aren’t everything and may 
even distort the motivation that employers seek to foster.

Trying it out
The HR profession still needs to gather evidence from the real 
world – and be aware of global and sectoral differences – but 
corporates should be thinking about attempting to conduct 
some live experiments in the workplace to test the theories. 
Companies may shrink away from the idea of turning their 
workplace into a laboratory for behavioural scientists, but CIPD 
says such experiments should not be that onerous. 

The empirical evidence is building. CIPD cites the work of 
academic Claire Zedelius and her colleagues. They found that 
when people were promised reward for a later task, they started 
to perform better at intermediate tasks, even when those weren’t 
subject to a reward.

While that sort of work may provide insight, how people 
behave in the workplace environment at the moment remains a 
mixture of mystery and supposition, which is not a good basis on 
which to rest pay systems and policies. 

Aubrey Daniels, a US clinical psychologist often referred 
to as ‘the father of performance management’, says: ‘Because 
management processes and practices are not designed 
in accordance with what is known about the scientifically 
proven laws of human behaviour, organisations are not able 
to fully maximise the potential of their people. This has led to 
management systems that waste time and money and frustrate 
employees, resulting in low rates of engagement, productivity 
and customer service.’ ■

Peter Williams, journalist
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The business of ethics
The incentives a company offers its employees speak volumes about  
how the business sees itself, its values and how it values its employees

much state support for health,’ says Charles Cotton, research and 
policy adviser focusing on reward at HR professional body CIPD. 
‘Employers have chosen to fill the gap.’

War for talent
Egg freezing was just one of many benefits offered in a 
comprehensive health package and, therefore, one element for 
hiring and keeping the best. But when there is a war for talent, 
Cotton says: ‘Employers want to differentiate themselves from 
the competition. It is relatively easy to copy pay and bonuses, so 
non-tangible rewards of how you treat people are increasingly 
seen as the way ahead.’

Rustici Software, a US software company based in Nashville, 
Tennessee, that produces software compliance for e-learning, 
has adopted a non-tangible model as part of a markedly 
different approach to incentivising its staff to remain in post and 
stay motivated and engaged. The ethical imperative behind 
the company’s approach to benefits for its 40 employees is 

twofold: firstly, co-founder Tim Martin 
is explicit about the desire for equality 
in the approach over incentives and, 
secondly, about the desire to give 
people the freedom the founders 
wished they had had in previous 
employment. ‘In the early days, that 
included freedoms around when you 
worked and how you did your work, 
and the clothes you wore at work, says 
Martin. ‘Over time we started to find 
other things that we thought would 
make our lives better.

‘One of the key tenets here is 
that we want to do things equitably. 
If a retirement plan is good for an 
executive, it is good for the other 
people who work here too.’

At the end of 2014 headlines were garnered when 
Facebook and Apple were revealed to be offering 
female employees the opportunity to freeze their 

eggs. The opinion writers in much of the media took a dim 
view. The US IT giants were accused of upping the pressure 
on female employees to delay starting a family and focus on 
their careers instead. 

Accounting and Business asked Apple and Facebook about 
the reason for the egg-freezing policy and how many employees 
had taken them up on the freezing offer. Apple did not respond, 
but Facebook said: ‘Egg freezing is part of a larger fertility 
package we offer all US employees covered by our insurance 
plan (that includes spouses and partners who may not work at 
Facebook, but are covered by our insurance). We’re not sharing 
how many employees have taken advantage of this benefit.’

James Hayton, professor of HR management and 
entrepreneurship at Warwick Business School, warns that 
employers have to be careful about ethical issues in the way 
that they treat employees, although 
he dismissed the view of the egg-
freezing benefit as incentivising 
certain behaviour. ‘If younger female 
employees do have concerns about a 
choice between career and family, it 
gives them another option. This benefit 
arose from employees’ requests. It was 
not an imposition by the employer.’ He 
does, however, describe reproductive 
rights as a ‘hot button issue’.

This is perhaps a function of the US’ 
private healthcare system. Countries 
with state-sponsored healthcare will 
judge these types of incentive by 
different standards. ‘The rationale for 
benefits in America is different because 
of the tax regime and there is not as 

‘It’s relatively easy 
to copy pay and 

bonuses, so non-
tangible rewards 

of how you 
treat people are 

increasingly seen 
as the way ahead’
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Staff can chose between different elements, 
such as lawn service, housecleaning, car 
maintenance, an internet entertainment package, 
and ‘get fancy’, where employees receive a 
mystery package of new, attractive clothing on a 
periodic basis. Martin argues that the benefits are 
more meaningful than a pay rise. He says: ‘It is part of the story 
that helps keep people here.’ 

While he accepts that this all comes at a price in terms of the 
services and administration, he says: ‘We feel great about the 
cost aspect. You look at the cost of hiring and training a new 
person and that is far higher.’

Hayton says that some companies deliberately ensure that all 
employees receive the same benefit. ‘No matter what the level, 
employers often remove the status difference as part of their 
strategy.’ But that approach is not adopted by all; indeed some, 
in Hayton’s words, have distinct ‘subgroups’ between executives 
and non-executives.

In 2014, research by specialist publication Employee Benefits 
in the UK reported that 72% of UK companies cite the desire to 
improve employee engagement as a key factor in shaping the 
benefits package. Companies do appear to be prepared to try 
new ideas: 44% introduced new packages, with health screening 
and leisure or retail discounts featuring highly.  

Get innovative
Cotton thinks that employers could look to adopt more 
innovative packages of incentives and rewards. ‘If you are an 
organisation battling to get key talent, you are going to be more 
thoughtful compared to an organisation that does not have such 
pressure to compete for staff or to maintain market share.’ He 
adds that with the prospect of pay rises being severely dented by 
low inflation, ‘companies are being creative because they want to 
be, or they are being forced to by limited budgets.’

Some may dismiss Rustici’s approach. And you could argue 
that the company would do better by encouraging its employees 

to get away from their desks and their computers 
and mow their own lawn and choose their own 
clothes. But Martin’s approach is engaging, 
interesting and has an ethical foundation. 

Simon Webley, research director at the UK’s 
Institute of Business Ethics, says that beyond 

what is required by law and regulation, companies looking to 
incentivise their employees need to take account of what is called 
in ethics ‘the golden rule’, or the ethics of reciprocity: ‘Do unto 
others as you would have them do to you.’ It is found in every 
major religion, and Webley describes it as ‘the common concept 
of the basis of a relationship that requires trust’. 

It invokes ideas of consistency and fairness. Webley says that 
the perception of fairness is important for workers, especially at 
the lower end of the pay scale. The characteristics of equality and 
even-handedness should not be overlooked as companies think 
strategically about incentives. And that strategic thinking has to 
include what they do and, equally importantly, why they do it. 

One point that Hayton is clear about is that work doesn’t 
equal fun: ‘Morally you don’t have to make people happy at 
work – I don’t buy that. The idea of happiness as an essential 
idea is spurious. But you do have to treat them with dignity and 
respect.’ He argues that those companies that put the emphasis 
on fun ‘are trying to defuse the tension rather than make 
everyone giddy with joy’.

The bottom line is that the corporate incentives, especially the 
non-cash benefits, that companies offer speak volumes about the 
self-perception of the business, the values it actually holds and 
how it values its employees. For large entities, media reports and 
comments on perks and incentives is bound to have an impact 
on their public reputation. Hence, the interest in the egg-freezing 
story, one detail of which was largely overlooked. According to US 
newspaper reports, the egg-freezing benefit at least meets the 
fairness criteria: apparently sperm freezing is on offer as well. ■

Peter Williams, accountant and journalist

▲ Choices, choices…
One benefit offered by 
US-based Rustici Software 
is clothing and accessories 
selected by a personal stylist
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Career boost
If you want to make things happen, you’ll need to play offi ce politics. Dr Rob Yeung 
explains how. Plus, sorting out disputes, and gender-determined bonuses

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace

Talent doctor: offi ce politics

If you’re like most people, you may 
sneer at offi ce politics. You see 
yourself as a person with integrity, 
who wants to be noticed for your 
good work, not your machinations.

I take the view that workplace 
politics is not always bad. Yes, some 
people play politics in a competitive, 
damaging way. They may be insincere, 
back-stabbing individuals out solely for 
personal gain, regardless of the cost 
to others. But it doesn’t have to be 
that way – and getting involved in the 
political life of your organisation can 
be vital if you want to get things done.

I have been coaching a manager 
who initially complained that he wasn’t 
getting the backing he needed for 
his projects and change initiatives. 

As a result, he was gradually being 
sidelined, and his career was in danger 
of stalling. I encouraged him to change 
his perspective: to get the support of 
colleagues across different departments 
by building relationships and infl uencing 
people through networking and lobbying.

You already know what networking is, 
of course: the process of meeting people, 
increasing the number of your contacts, 
and nurturing those relationships. You 
may already do that with people outside 
of your organisation, but do you do 
enough of it with people in other parts of 
your own organisation too?

Next comes the lobbying part, which 
is simply investing time with decision-
makers to ensure they see the advantages 
of whatever case you’re making. After all, 

non-profi t organisations such as Oxfam 
lobby governments to effect social 
change, communities lobby for better 
local hospitals and schools, and trade 
unions lobby employers for improved 
working conditions.

Lobbying recognises that decision-
makers are typically bombarded with 
requests and overloaded with work 
of their own. They don’t have the 
time or energy to give every idea 
suffi cient thought. So you have to 
be persistent and use both formal 
and informal channels to ensure 
that people understand why your 
recommendations matter.

The manager I coached learned 
to invest a lot more time in follow-up 
discussions, rather than relying on 
formal meetings and presentations 
alone to make his arguments. He took 
on board that decision-makers truly 
listened only to a fraction of what he 
said on any given occasion. So he set 
up further one-to-ones to fi nd out 
their concerns. He sought advice and 
feedback over coffees, lunches and 
Friday evening drinks. He came to 
appreciate that getting his proposals 
accepted was as much about the 
quality of his relationships as the 
quality of his plans.

So don’t discount offi ce politics. 
You can network and lobby without 
being underhand. Spend more time 
informally with people, listening 
and encouraging them to think 
more deeply about your ideas and 
proposals. Find out why they may be 
reluctant to say yes and look to adapt 
your plans. If you want to make things 
happen, accept that gaining support 
requires persistence and winning over 
decision-makers one at a time. ■

For more information:

www.talentspace.co.uk

@robyeung
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Signs of optimism in 
emerging markets
Senior finance professionals 
across Africa, Asia and 
South Asia are experiencing 
a rise in confidence, 
investment and employment, 
according to recent findings 
from the ACCA/IMA Global 
Economic Conditions 
Survey, involving 900 finance 
professionals globally.

An increased perception of 
stability, improving conditions 
within respective countries 
and the containment of the 
Ebola virus are seen as key 
factors to this renewed sense 
of optimism among emerging 
country finance executives. 

Europe has also seen 
renewed confidence, but an 
air of caution pervades across 
the US, China and the Middle 
East, with finance professionals 
in the latter concerned by 
the instability created by 
regional turmoil.

Limited diversity  
among FTSE CEOs
A recent survey by recruitment 
firm Robert Half indicates 
good news for accountants’ 
career aspirations, but not such 
bright hopes for candidates 
of diverse ethnicity looking to 
become FTSE 100 CEOs.

While the trend for 
FTSE CEOs to come from 
an accounting background 
continues, with 27% of the 
current FTSE 100 being 
accountants, only five are 
women. Ethnic diversity 
remains limited, although 
40% of the FTSE 100 CEOs 
originate from diverse country 
backgrounds, such as the US. 
Turnover has been significant, 
with 18% of the current 
FTSE 100 CEOs having been 
appointed within the last 18 
months and with an average 
tenure of approximately five 
years in the role. 

Dutch work-life balance 
Holland, a country that 
achieved fourth place in a 2013 
survey on ‘happiness’ by the 

Sustainable Development 
Solutions Networks, can 
attribute its contentment to a 
combination of a traditional 
view of family, stay-at-home 
mothers and the lack of 
need for a dual-income 
household to enjoy a 
comfortable life, according 
to The Economist.

While 26.8% of Dutch men 
of working age spend fewer 
than 36 hours a week working, 
a large number of Dutch 
women, 76.6%, also work 
fewer than 36 hours a week. 

The high incidence of part-
time workers within a country 
is linked to the wellbeing of a 
nation, with the Netherlands 
having 46.1% of adults in part-
time employment, the highest 
in Europe, compared to just  
over 20% in the UK, Ireland 
and France.

MBA bonus discrepancy 
The UK’S Office of National 
Statistics recently highlighted 
that the difference between 
men’s and women’s salaries fell 
to a record low in the UK last 
year. However, recent analysis 
shows that the gender pay gap 
persists in bonuses, with men 
in the UK taking home almost 
twice as much in extra rewards 
as women. 

Female workers who have 
graduated from university 
within the past five years 
earn an average of 17% 
less than their male peers, 
according to an analysis of 
more than 49,000 wages in the 
UK by salary benchmarking 
experts Emolument. 

This pay discrepancy drops 
to 13% for employees within 
five years of completing their 
MBA, with the average woman 
earning £74,700 to a man’s 
£86,800. However, men in this 
category are awarded bonuses 
almost twice as high as those 
handed to women. This means 
that female MBA graduates 
have a total pay packet that 
is just three-quarters of what 
their male peers earn. 

Statistics agency Eurostat 
echoes this pay discrepancy, 
stating that the UK has the 
sixth largest gender pay gap in 
the European Union. ■
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The perfect: dispute resolution

The business world is rife with possibilities for dispute. Business sales, partnership 
wrangles, negligence claims – all of them are potentially expensive arguments waiting to 
happen. Resolving them requires tact and analytical thought – qualities that accountants 
must cultivate in their business life. Facing up to the issue is paramount. Seeking to avoid 
confrontation simply allows matters to escalate and positions to become entrenched. 

Understanding the root cause of a dispute is essential and will often require unpicking 
business points from emotional issues, says Lynette Lackey, partner with property consultancy 
Greenside Solutions. People will present reasons why the other side is wrong, she argues, 
but being clear about the cause of an argument is sometimes a good way of re-establishing 
common ground. Some difficulties arise because the common ground that two parties 

thought they had does not in fact exist, making an eventual 
dispute almost a certainty. Allowing for that 

before you start is sensible. ‘Look 
at every business relationship 

as if you mean it to 
last forever, but 
always have an exit 

strategy,’ says 
Lackey. ‘If you 
find yourself 
mediating 
a dispute, 
stay positive, 

meet on neutral 
ground and ensure 

everyone is given time 
for proper discussion. 
Finding solutions can be 
a frustrating business, 

but satisfying outcomes 
are possible.
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Self-reflection
In a fast-changing business environment, the accountancy profession is having to adapt 
to survive. Tony Grundy picks up the mirror and turns his MBA analysis on accountants

accounting technicians, particularly 
in industry. Either way, we can expect 
some significant shifts in the balance 
of skills within the supply base.

If we look through the lens of three 
of Porter’s ‘five forces’ – buyer power, 
rivalry and substitutes – we can observe 
the following:

*  Buyer power: we are likely to see 
the bargaining power of the buyers increasing; those that hire 
accountants are going to be a lot more discerning.

* Rivalry: with advances in IT – as it helps with basic reporting 
and planning (the ‘bread and butter’) and supports 
outsourcing, part-time and homeworking, and changes in 
employment contracts – the call is for more flexibility. This 
can be painful for accountants whose earlier careers were 
supported by secure contracts, full-time working and annual 
increments. Rivalry for the very best jobs may well go up.

* Substitutes: we will see more substitutes in the form of 
accounting – advances in decision-support systems mean 
that a really good accountant takes less time to cover more 
ground, potentially enlarging job scope. This adverse shift in 
the competitive balance will be partly offset by the continued 
high entry barriers through the exam system, supporting 
continued premium salaries.

The prognosis for all this is that accountants without speciality 
skills or particularly high commercial skills will face a more 
difficult employment environment.

In terms of competitive positioning, 
we still have the three strategic groups 
that we had 35 years ago when I 
qualified. A ‘strategic group’ in this 
context is a grouping of like-minded 
players who compete in similar 
ways. In no particular order, we have 
chartered management accountants, 
chartered certified accountants and 
chartered accountants.

To understand the changing 
bases of competitive advantage in 
the accounting profession, we need 
to look at the changing needs of the 
buyers of accountants. 

A typical CEO of an SME might well 
use a financial controller in a part-time 
capacity and rely on an outsourced 

In this column I generally offer 
observations and suggest lessons 
to be learned from a particular 

industry or aspect of business. This 
month I’ve decided to turn my 
attention to an area close to all our 
hearts: the accounting profession. 
I have been a qualified accountant 
for 35 years, during which time I 
have seen some profound changes to the profession. But 
accountants haven’t always been quick to change their 
practices to adapt to the shifting business environment. So 
what must accountants do to remain competitive?

I am going to use the traditional industry analysis tool called 
‘Pest’, which breaks factors down between political, economic, 
social and technological. This should encompass both past 
and future changes. The Pest breakdown for the accounting 
profession is as follows:

* Political: changes in accounting standards and regulation of 
the profession have put increasing pressure on accountants.

* Economic: riding out recessions has become harder and 
more precarious over recent, successive economic cycles.

* Social: with a growing number of knowledge-based careers 
on offer, competition for the best brains has increased, and 
the accounting profession is struggling to appear glamorous 
in comparison.

* Technological: with the advances in data analytics, there is less 
need for a huge volume of junior auditors, for example, and 
those who are needed are under 
pressure to show added value.

Implications
So what are the implications of these 
changes? For a start, this means there 
are likely to be increasing difficulties 
in securing the supply of top talent 
to resource the smaller number of 
commercially and strategically sharper 
accountants needed in the future.

At this premium level, we are likely 
to see more accountants obtaining 
MBAs, or at least getting part-way 
through an MBA. At the more ‘volume’ 
end of the spectrum, needs may be 
met by a combination of better IT 
and part-qualified accountants or 

Accountants 
without speciality 

skills or highly 
commercial 

skills will face 
a more difficult 

employment 
environment

‘How to’ video 

See the latest in our series of 
management and strategy videos by Tony 
Grundy – on the importance of a strategic 
vision – at www.accaglobal.com/ab/199

46 Insight | Management and strategy

Accounting and Business 07/2015

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

GL_I_Grundy.indd   46 08/06/2015   14:45

www.accaglobal.com/abcpd
www.accaglobal.com/ab/199


company to do the basic accounting, but they might look to a 
finance director to help with cash management, relationships 
with banks, and for strategic financial advice in general. This 
would require someone with an intimate understanding of the 
business and an energetic personality, and they would need to 
be able to act as a counterfoil to the CEO’s thinking – in short, 
an agile, commercially awake accountant whose technical skills 
are taken as read, but with sharp persuasive skills. Does that fit 
with someone whose first three to five years of training was in 
audit? Maybe not. This may be just one example, but it is equally 
applicable to accountants in much bigger corporates – with 
some additional political skills thrown in for good measure.

This leads us to the distinctive competencies that are 
increasingly critical for success for accountants in the future. 
These include:

* strategic skills

* commercial and negotiating skills

* corporate finance skills

* leadership skills

* cross-functional awareness and management skills  
(not just a ‘one-trick pony’)

* project management skills.
Unfortunately, with the mushrooming of reporting requirements, 
these distinctive competencies tend to fall down the pecking 
order. But with the changes to the profession ahead, we 
accountants need to move beyond being perceived as number-
crunchers. No longer is it true to say ‘the role of the accountant is 
to wait until the battle is over and then to count the dead’. ■

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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Inspiring minds
Peter Drucker’s management guidance is second to none, says David Parmenter, 
who highlights some of the modern management guru’s words of wisdom

Peter Drucker (1909-2005) is often called the father of 
modern management. His work contains many gems 
that have been overlooked. Alongside Drucker are 

some other brilliant writers who have taken up the baton, 
such as Jack Welch, Tom Peters, Robert Waterman, Gary 
Hamel, Jeremy Hope, Jeffrey Liker and Jim Collins. I call 
these writers the ‘paradigm shifters’.

The only problem is that many of us are too busy to read and 
absorb their work. The impact of these great writers should never 
be underestimated. To assist you on your journey of discovery, 
here is some analysis of Drucker’s wisdom. 

* Do not give new staff new assignments: When an 
organisation wants a new system implemented, it is tempting 
to hire someone who has expertise, as a consultant or 
as a permanent appointment. Drucker points out 
that they do not stand a chance, as staff who 
are concerned about the change will do their 
utmost to destabilise the project. Instead, 
you need to appoint an in-house person 
best suited for the role – someone who is 
well respected in the organisation, who 
has a pile of IOUs they can use when 
favours are required. Staff will support 
the new initiative more readily when it 
is led by such an appointee.

* The scarce resource in an 
organisation is performing people: 
Drucker highlights that these scarce 
resources need to be monitored and not 
taken for granted. Their goals should be 
hard enough to stretch them and keep them 
interested.

* Make your past success obsolete: Drucker says 
that we need always to look forward and recognise that 
the cash cows of today will likely be overtaken by tomorrow’s 
technology.

* Choose what to ditch: According to Drucker: ‘The first step 
in a growth policy is not to decide where and how to grow; 
it is to decide what to abandon. In order to grow, a business 
must have a systematic policy to get rid of the outgrown, the 
obsolete, the unproductive.’

* Don’t tell me what you’re doing, tell me what you’ve 
stopped doing: Measuring the extent of innovation and 
abandonment will help focus management’s attention on 
these two important areas. Abandonment of that which 
is obsolete or unproductive is a sign that management 

For more information:

www.davidparmenter.com

Steps to better management

1 Read Elizabeth Haas Edersheim’s The definitive Drucker
2 Read at least three chapters a week from the paradigm 

shifters listed above
3 Review some past project failures in your organisation 

and see how many of Drucker’s rules they broke
4 Email me (parmenter@waymark.co.nz) and I will send 

you a recommended reading list
5 Debrief after each month-end and get all finance staff 

to suggest at least one abandonment. If the team 
cannot prove the need for the procedure, abandon it.

recognises that some initiatives will never work 
as intended, and it is better to face this reality 

sooner rather than later.

*  Have an ‘outside-in’ focus to your 
business: see the operation from your 
customers’ perspectives – especially your 
key customers’ perspectives.

*  Collaborate with other organisations 
– even your competitors: Jack Welch 
turned General Electric into a powerhouse 
by focusing on what GE was good at. This 
led Welch to follow Drucker’s advice that 

‘your back room is someone else’s front 
room’. If others can do a better job than you 

can, subcontract to them rather than diverting 
energy by trying to be good at everything.

*  What information do I need to do my job, 
from whom, when and how? By asking these 

questions, we can streamline reporting formats and 
dispense with those that add no value.

* Generate three protégés for senior positions: Drucker is 
adamant that the CEO and the senior management team 
should be homegrown, and it is the key responsibility of a 
leader to nurture three protégés. ■

David Parmenter is a writer and presenter on measuring, 
monitoring and managing performance
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Nine lives
It is likely that IFRS 9 will present a signifi cant challenge
for fi nancial institutions, says Graham Holt

In July 2014, the 
International Accounting 
Standards Board (IASB) 
issued the fi nal version of 
IFRS 9, Financial Instruments. 
IFRS 9 consolidates 
the classifi cation and 
measurement, impairment 
and hedge accounting 
requirements of the project 
to replace IAS 39, Financial 
Instruments: Recognition 
and Measurement. 

By introducing a forward-
looking expected credit loss 
(ECL) model, the impairment 
requirements in the standard 
address the concerns raised 
over the incurred loss model 
in IAS 39, which resulted in a 
delayed recognition of credit 
losses. To provide support 
to stakeholders and inform 
the IASB on implementation 
issues arising from the 
standard, the IASB has also set 
up an IFRS Transition Resource 
Group for Impairment of 
Financial Instruments (ITG). 

The ECL model applies to 
debt instruments recorded at 
amortised cost or at fair value 
through other comprehensive 
income, lease receivables, 
contract assets and loan 
commitments, and fi nancial 
guarantee contracts that are 
not measured at fair value 
through profi t or loss. The 
purpose of the model is to 
refl ect the general pattern of 
deterioration or improvement 
in the credit quality of fi nancial 
instruments.

The loss allowance or 
provision recognised is based 
upon the credit deterioration 
since initial recognition. 
Lifetime ECL is an expected 
present value measure of 
losses that arise on default 

throughout the life of the 
instrument. It is the weighted 
average credit losses with 
the probability of default as 
the weighting.

Three approaches
The entity is required to follow 
one of three approaches 
outlined in the standard.

If an entity uses the general 
approach, a loss allowance 
should be recognised at 
each reporting date, based 
on either 12 month ECLs or 
lifetime ECLs. The approach 

taken depends upon whether 
or not there has been a 
signifi cant increase in credit 
risk on the fi nancial instrument 
since initial recognition. Any 
changes in the loss allowance 
balance are recognised in 
profi t or loss.

At each reporting date, an 
entity must make the following 
assessment: where there has 
not been a signifi cant increase 
in the credit risk since initial 
recognition, it should provide 
for 12-month ECLs; where 
there has been a signifi cant 

increase in credit risk since 
initial recognition, it should 
calculate a loss allowance 
based upon lifetime ECLs.

If the credit quality of the 
fi nancial instrument improves 
in future periods and there 
is no longer a signifi cant 
increase in credit risk since 
initial recognition, then the 
loss allowance is based 
again on 12-month ECLs. 
Entities can assess ECLs on a 
collective basis.

When assessing whether 
credit risk has increased » 
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signifi cantly since 
initial recognition, 
management looks 
at the change in 
the risk of a default 
occurring over the 
expected life of 
the fi nancial instrument rather 
than the change in the ECLs. 

A comparison should be 
made between the risk of 
default at the date of the 
fi nancial statements with 
that at the date of initial 
recognition. The standard 
allows a 12-month period to 
be used to assess the risk of 
default if it is not expected 
to give a different result to 
that of assessing the lifetime 
default risk. In assessing 
whether or not the credit risk 
has increased signifi cantly, 
reasonable and supportable 
best information should be 
used, such as actual and 
expected changes in external 
market indicators, internal 
factors and borrower-specifi c 
information.

Normally, a fi nancial 
instrument would have a 
signifi cant increase in credit 
risk before there is objective 
evidence of impairment or 
before a default occurs. It is 
expected that lifetime ECL 
should be recognised before 
a fi nancial asset 
is regarded as 
credit-impaired or 
in default.

The entity 
should always 
consider 
forward-looking 
information. But if this is not 
available, there is a rebuttable 
presumption that credit risk 
has increased signifi cantly 
since initial recognition where 
contractual payments are 
more than 30 days overdue.

Where the fi nancial asset is 
not a purchased or originated 
credit-impaired asset or has 
not become credit impaired 
since initial recognition, 
interest revenue is calculated 
on the gross carrying amount. 
This is therefore the case for 

as an improvement in 
the credit rating of a 
loan creditor, then the 
interest revenue can 
again be calculated by 
applying the EIR to the 
gross carrying amount. 

If there is no reasonable 
expectation of recovering 
the fi nancial asset, then the 
gross carrying amount of 
the fi nancial asset should be 
written off.

Simplified approach
A second approach has 
been termed the ‘simplifi ed 
approach’. Here the entity 
does not have to track the 
changes in credit risk, but 
on recognition it recognises 
a loss allowance based 
on lifetime ECLs at each 
reporting date. This approach 
is used when accounting 
for trade receivables or 
contract assets that fall 
within the scope of IFRS 15, 
Revenue from Contracts with 
Customers, and that do not 
contain a signifi cant fi nancing 
component. It should also be 
used when the entity applies 
the practical expedient for 
contracts that have a maturity 
date of one year or less, in 
accordance with IFRS 15. The 
loss allowance should be 

probability-weighted, 
allow for the time value 
of money and utilise the 
best available forward-
looking information. 

It seems obvious 
that a considerable 
amount of judgment will 

be required when assessing 
ECLs under this approach. 
However, entities are required 
to disclose the basis behind 
their estimation of lifetime 
ECLs. In addition, the entity 
may choose to apply either 
the simplifi ed approach or 
the general approach to 
trade receivables or contract 
assets within the scope 
of IFRS 15 and fi nance or 
operating lease receivables. 
This choice of policy should 
assist those entities that do 

fi nancial instruments 
that have and have 
not had a signifi cant 
increase in credit 
risk since initial 
recognition.

If a fi nancial 
asset subsequently 
becomes credit-
impaired, the 
interest revenue 
is calculated by 
applying the 
effective interest 
rate (EIR) to the 

amortised cost of 
the fi nancial asset 
that is the gross 
carrying amount net 
of loss allowance, 
rather than the gross 
carrying amount. 
If the fi nancial 
asset is no longer 
credit-impaired and 
the improvement 
in credit quality 
can be related 
objectively to a 
certain event, such 
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not have sophisticated credit 
risk management systems. 
For those trade receivables 
and contract assets that are 
due within 12 months, the 
12-month ECLs will be the 
same as the lifetime ECLs.

When a financial asset is 
first recognised, there is a 
requirement to determine 
whether or not the asset 
is credit-impaired. Credit-
impairment occurs when 
events have occurred that 
have a detrimental impact on 
the asset’s estimated future 
cashflows. These events 
include breach of contract, 
the financial difficulty or 
bankruptcy of the borrower, 
or the lack of an active market 
for the financial asset due to 
financial issues.

If the entity purchases 
a credit-impaired asset, it 
is likely that the acquisition 
will be deeply discounted. 
For such assets, the effective 
interest rate is calculated 
after accounting for the initial 
lifetime ECLs. This treatment is 
unchanged from IAS 39.

Subsequently, the entity 
recognises any changes 
in lifetime ECLs as a 
loss allowance, with any 
impairment gain recognised 
in profit or loss. This gain 
would occur where favourable 
changes result in the estimate 
of lifetime ECLs becoming 
lower than originally 
calculated. Interest revenue 
is calculated by applying the 
credit-adjusted EIR to the 

amortised cost 
of these financial 
assets from initial 
recognition. The 
ECL model relies 
on a relative 
assessment of credit 
risk, which means 
that a loan with the 
same characteristics 
could be treated 
differently by 
entities, as could 
different loans 
with the same 
counterparty, 

depending on the credit risk of 
each at recognition.

ITG Group
The first meeting of the ITG 
Group took place in April 
2015. The discussion focused 
on the implementation of the 
impairment requirements of 
IFRS 9. There were several 
items on the agenda. Here are 
a few examples of the items 
discussed.

* The group was asked 
whether there was a 
requirement to measure 
ECLs at the date of de-
recognition of a financial 
asset measured at 
amortised cost or FVTOCI 
(fair value through other 
comprehensive income). 
The conclusion was that 
this measurement should 
occur as a gain or loss on 
de-recognition and should 
be calculated.

* It was noted that a recent 
measure of the loss 
allowance could serve as 
a proxy depending upon 
how frequently the loss 
allowances were calculated. 

* The group was also 
asked whether a financial 
guarantee contract should 
be taken into account 
when assessing whether 
there has been a significant 
increase in the credit risk 
of the guaranteed debt 
instrument. The group felt 
that expected recoveries 
from integrated guarantee 
contracts should not be 

taken into account, but 
that the behaviour of the 
guarantor may influence 
the probability of default.

* On a similar note, the ITG 
Group was asked whether 
premiums received from 
the holder of a guarantee 
contract should be 
taken into account when 
assessing the ECLs of 
the guarantee contract 
itself. The group felt that 
the premiums should 
not be included in the 
measurement of ECLs, but 
the entity should bear in 
mind that the non-payment 
of premiums may cause the 
guarantee to lapse.

* The group was asked to 
comment on an example 
where a bank granted 
a mortgage to a client 
that had a six-month 
maturity date, but that was 
automatically extended 
unless the borrower or 
lender terminated the loan. 
The question posed was 
surrounding the length of 
the maximum period that 
the bank should consider 
when assessing expected 
credit losses. The group 
felt that the maximum 
period was six months 
as the lender was not 
contractually required to 
lend beyond six months.

Financial institutions will 
find the standard very 
challenging. Most entities 
do not collect the credit 
information required to apply 
the standard. New models 
will need to be built to 
determine both 12-month and 
lifetime ECLs, and significant 
judgment will be required. ■

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

For more information:

www.ifrs.org

A considerable 
amount of 

judgment will 
be required 

when assessing 
ECLs under 

this approach
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Technical update
A monthly round-up of the latest developments in taxation, audit, codes, standards, 
agreements, guidance, proposals and consultations across Asia Pacific

Singapore

New savings bond
The Monetary Authority of 
Singapore (MAS) has released 
more information on how 
investors can buy and redeem 
Singapore savings bonds, 
a new type of government 
security offering long-term, 
flexible savings with safe 
returns. The first issue will be 
released between July and 
December. To apply, savers 
must have an account at a 
participating bank (currently 
DBS/POSB, OCBC or United 
Overseas Bank). More at 
www.sgx.com/cdp/faq.

Currency swaps
MAS has also struck a bilateral 
currency swap agreement with 
the Bank of Japan, enabling 
Japan and Singapore to 
swap their local currencies 
against US dollars. Singapore 
can swap Singapore dollars 
against US dollars up to 
US$3bn, while Japan can 
swap Japanese yen against 
US dollars up to US$1bn. 
More at bit.ly/boj-swaps.

BizFinx update
The Accounting and 
Corporate Regulatory 
Authority (ACRA) in Singapore 
has released the latest version 
of its BizFinx preparation tool 
(v2.3.0), which incorporates 
bug fixes and enhancements, 
such as changes to the text 
editor and ways to log country 
codes. More at bit.ly/acra-sg.

Filing agents
Meanwhile, ACRA has advised 
corporate service providers 
to register their interest to 
be a recognised filing agent, 
following amendments to 

the ACRA Act that came into 
force from 15 May, regulating 
filing agents and qualified 
individuals. More at bit.ly/
acra-agents.

Returns filed on time
The Inland Revenue 
Authority of Singapore (IRAS) 
announced that 95% of the city 
state’s taxpayers filed on time 
for 2014-15, with more than 
97% of all income tax returns 
submitted online. More at bit.
ly/iras-retrns.

New partnership
The Securities Investors 
Association (Singapore) 
(SIAS) has become a strategic 
partner of Protiviti-SAC COSO 
Academy, with the aim of 
helping the training institution 
spread best practice in 
corporate governance, internal 
controls and risk management. 
More at bit.ly/sias-pro.

Hong Kong 

Exchange of information
The Hong Kong government 
has released a consultation 
paper on its plans to 
introduce legislation by 
2017 to help the special 
administrative region (SAR) 
comply with the Organisation 
for Economic Cooperation 
& Development (OECD) 
Standard for Automatic 
Exchange of Financial Account 
Information in Tax Matters. 
This requires governments 
to exchange account 
information of overseas tax 
residents annually. The Hong 
Kong government has said 
transfers would be introduced 
on ‘a reciprocal basis with 
appropriate partners’, starting 
in 2018. These jurisdictions 

would be those with which 
Hong Kong has signed 
bilateral comprehensive 
avoidance of double taxation 
agreements or tax information 
exchange agreements. The 
consultation ends on 30 June.
More at bit.ly/hkgov-exch.

Account opening
The Hong Kong Securities 
and Futures Commission 
(SFC) has issued a circular 
reminding intermediaries of 
the importance of appropriate 
account-opening procedures 
for investors to fully comply 
with local know your customer 
and account-opening 
procedures. It stressed that 
intermediaries should ensure 
that client identity and 
other personal information 
is accurate, up-to-date 
and enables clients to be 
contacted. It also emphasises 
that intermediaries should 
avoid using unregulated 
affiliates to certify such identity 
documents and execute 
account-opening documents. 
More at bit.ly/sfc-accs.

Assessing IPO sponsors
The Hong Kong Institute of 
Certified Public Accountants 
has released new draft 
guidance on due-diligence 
assessments of sponsors 
of initial public offerings 
published by the special 
administrative region’s 
Securities and Futures 
Commission. With a ‘long form 
report’ becoming the standard 
way of offering this advice, 
the institute has developed a 
standard arrangement letter 
covering the agreement of 
such services, which forms part 
of the new advice. More at bit.
ly/hkipca-due-dil.

Mainland China 

Export tax simplified
In mainland China, the state 
administration of taxation 
(SAT), is planning to reform 
its export tax rebate scheme 
and simplify the paperwork, 
to help overseas traders. 
Under the planned changes, 
bank account permits will 
not in future be required 
when an export company 
applies for a tax rebate. 
Traders will not have to 
provide a written statement 
to back up a status inquiry 
in customs declarations. 
In addition, export control 
agencies will no longer be 
required to submit paperwork 
from the manufacturers of 
exported goods, to prove the 
provenance of any suppliers. 

Meanwhile, the SAT says 
the Chinese government 
will exempt export service 
providers nationwide to 
encourage these companies, 
and hence the overseas sales 
they promote. According to 
the administration, affected 
services include design, 
creativity, warehousing and 
technology licensing. More at 
bit.ly/sat-taxreb.

Cigarette tax rise
In a move aimed at further 
strengthening tobacco 
controls in China, the largest 
cigarette manufacturer and 
consumer in the world, 
China raised the tax on 
cigarettes from 10 May. 
The ad valorem tax rate on 
wholesale cigarettes rose to 
11%, up from 5% previously, 
and a related (admittedly 
very low) specific duty will 
rise to CNY0.005 (US$0.0008) 
per cigarette, up 66% from 
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CNY0.003, according to 
China’s state administration of 
taxation (SAT). The increase 
could lead to a 10% rise in the 
retail price, which averaged 
CNY11.70 (US$1.88) per pack 
last year, and could bring in 
over CNY1 trillion (US$161bn) 
in tax income this year, 
compared with CNY911bn 
(US$146bn) in 2014. More at 
bit.ly/tobac-tax.

Malaysia

Agent banking service
Malaysia’s central bank, Bank 
Negara Malaysia, has released 
quality guidelines for agent 
banking in the federation. 
The aim is to ensure high 
service standards in the 
provision of financial services 
through agents or third-party 
intermediaries. The guidelines 
cover agents for standard and 
Islamic banks, as well as other 
regulated financial institutions, 
and include operational and 
policy requirements that agent 
banking services must follow. 
More at bit.ly/qual-guid.

Banknote app
The bank has also launched 
a new mobile app called My 
Ringgit, an interactive guide 
to the security features of 
Malaysian banknotes. The 
app includes general advice, 
quality standards and other 
useful related information. 
More at bit.ly/bnm-app.

GST guides released
The Royal Malaysian Customs 
Department (RMCD) has 
published a series of guides on 
the operation of the country’s 
new goods and services tax 
(GST), which came into force on 
1 April. One is a practical and 
detailed guide to how to pay 
the new tax, covering online, 
bank and manual payments. 
More at bit.ly/rmcd-gst.

Help for re-exporters
The customs department has 
also released a guide to help 
businesses understand the 

GST implications of Malaysia’s 
Approved Trader Scheme 
(ATS). This helps major re-
exporters who have little or 
no output tax to offset against 
GST paid on their imports, 
allowing them to suspend GST 
payments to alleviate cashflow 
problems. More at bit.ly/
rmcd-ats.

Relief in duty-free shops
Malaysian customs has 
also released a guide to 

the implications of GST for 
duty-free shops, which are 
permitted to sell a limited,  
officially sanctioned range 
of goods, such as mobile 
phones and jewellery. The tax 
is not levied when consumers 
leaving Malaysia buy goods 
at duty-free stores at airports, 
land borders or ship terminals. 
Payment of GST on duty-
free sale eligible goods is 
suspended when these are 
imported or sourced from a 

bonded warehouse. More at 
bit.ly/rmcd-dfs.

GST and other sectors
The RMCD has also released 
guidance on how the tax 
applies to electricity utilities 
– see bit.ly/gst-elec – as well 
as a note on its application to 
healthcare services – see bit.
ly/gst-hlth. ■

Keith Nuthall and Wang 
Fangqing, journalists

Singapore releases list of systemic banks

The Monetary Authority of Singapore (MAS) has published a system for identifying and 
supervising domestic systemically important banks (D-SIBs) in Singapore. The authority 
has also released an inaugural list, which includes DBS Bank, Oversea-Chinese Banking 
Corporation, United Overseas Bank, Citibank, Malayan Banking Berhad, Standard Chartered 
Bank and HSBC. These banks are deemed to have a significant impact on the stability 
of the financial system and broader economy, based on an assessment of their size, 
interconnectedness, substitutability and complexity, and will be subject to additional MAS 
supervisory measures. Those with a significant retail presence in Singapore will be required 
to incorporate their retail operations locally. The banks must have a minimum common 
equity tier 1 (CET1) capital adequacy ratio (CAR) of 6.5%, a tier 1 CAR of 8% and a total CAR 
of 10%, compared with the Basel III minimum requirements of 4.5%, 6% and 8% respectively. 
They will also have to comply with special recovery and resolution planning rules, liquidity 
coverage ratio requirements and enhanced disclosures. More at bit.ly/syst-banks.
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Brought to bear
Ramesh Ruben Louis explains how bearer plants will be accounted for following 
changes to MFRS 141, Agriculture and MFRS 116, Property, Plant and Equipment

An eagerly anticipated 
announcement on the 
accounting treatment for 
the agriculture industry 
especially in Malaysia 
was fi nally availed by the 
Malaysian Accounting 
Standards Board (MASB) on 
2 September 2014, when 
it issued amendments to 
MFRS 141, Agriculture 
relating to bearer plants and 
corresponding amendments 
to MFRS 116, Property, Plant 
and Equipment. 

The amendments are 
principally based on the 
International Accounting 
Standards Board’s (IASB) issues 
paper on IAS 41, Agriculture. 
Bearer plants will come under 
the scope of MFRS 116/IAS 
16 and will be accounted for 
in the same way as property, 
plant and equipment.

The amendments are 
based largely on feedback 
from stakeholders expressing 
concerns about the relevance 
and usefulness of using a 
fair value model to account 

for mature bearer biological 
assets, which no longer 
undergo signifi cant biological 
transformation and are used 
solely to grow produce. The 
IASB issues paper revealed that 
mature bearer biological assets 
such as oil palms are similar to 
that of manufacturing and a 
cost model under MFRS 116/
IAS 16 should be permitted for 
such bearer biological assets 
because it is permitted for 
property, plant and equipment.

The amendments are 
effective for annual periods 
beginning on or after 1 January 
2016, with earlier application 
being permitted. However, it 
is worth taking note that due 
to the issuance of MFRS 15, 
Revenue from Contracts with 
Customers (effective for annual 
periods beginning on or after 
1 January 2017 in Malaysia), 
all transitioning entities in 
Malaysia (ie entities involved in 
the real estate and agriculture 
industries that were given the 
option to continue applying 
the Financial Reporting 

Standards (FRS) framework) will 
be required to adopt the MFRS 
framework by 1 January 2017. 

Bearer plants 
In order to bring bearer plants 
from the scope of MFRS 141/
IAS 41 to MFRS 116/IAS 16, a 
defi nition is introduced into 
both standards. A bearer plant 
is defi ned as ‘a living plant that:
1 is used in the production 

or supply of agricultural 
produce; 

2 is expected to bear 
produce for more than one 
period; and

3 has a remote likelihood of 
being sold as agricultural 
produce, except for 
incidental scrap sales.’

All of the above criteria 
have to be satisfi ed in order 
for a biological asset to be 
treated as a bearer plant and 
consequently to measure them 
at cost subsequent to initial 
recognition or at revaluation 
in accordance with MFRS 116/
IAS 16. 

Agriculture entities have to 

make careful considerations 
in establishing whether their 
‘plant’ meets the defi nition 
in order to account for it 
according to MFRS116/IAS 16. 
The defi nition encompasses 
biological assets or plants that 
are essentially bearer, such 
as grape vines and oil palm. 
In addition, some perennial 
plants such as sugar cane 
or bamboo are likely to be 
scoped into the defi nition. 
However, crops that are 
planted solely to be harvested 
as agricultural produce, such 
as wheat, corn and soya, are 
unlikely to be scoped in as 
bearer plants. Some plants 
may contain both bearer and 
consumable attributes such as 
rubber trees which encompass 
both bearer attribute (ie the 
rubber milk) and consumable 
attribute (ie the lumber). The 
IASB has decided to restrict 
the amendments to biological 
assets that are used as only 
bearer biological assets. 

Livestock such as cattle and 
sheep may be held solely for 
the produce that they bear. 
However, such bearer animals 
have been excluded from 
these amendments and will 
continue to be accounted for 
under MFRS 141/IAS 41. The 
use of cost model for livestock 
would be more complex and 
the existence of an active 
market for livestock would 
make fair value information 
readily available, consequently 
making the fair value model 
more appropriate.  

Accounting for bearer 
plants 
Before the amendments came 
into effect, MFRS 141 or IAS 41 
required all biological assets 
to be measured at fair value 
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less cost to sell, except in 
circumstances where fair value 
cannot be measured reliably. 
This was under the view that 
a fair value measurement 
was the best basis to reflect 
the biological transformation 
of these assets. However, 
as mentioned earlier, in the 
case of mature biological 
assets which were no longer 
undergoing significant 
biological transformation and 
used solely to grow produce, 
such a measurement basis 
was deemed inappropriate. 
These assets were therefore 
excluded from the fair value 
scope of MFRS 141/IAS 41 and 
are now accounted for based 
on MFRS 116/IAS 16. 

The table (above) shows 
the comparison of the 
accounting treatment of 
bearer plants before and after 
the amendments take effect:

The agriculture produce 
growing on the bearer plant 
will remain within the scope 
of MFRS 141/IAS 41. This is 
because the growth of the 
produce directly increases the 
expected revenue from the 
sale of the produce. Moreover, 
fair value measurement of the 
growing produce provides 
useful information to users 
of financial statements about 
future cashflows that an entity 
will actually realise as the 
produce will ultimately be 
detached from the bearer 

plants and sold 
separately. 
These produce 
will continue to 
be scoped in 
MFRS141/IAS 
41 and will be 
measured at fair 
value less costs to 
sell, with changes 
recognised in profit 
or loss. 

Prior to the 
amendments, 
agriculture entities 
treat a bearer plant 

and its agricultural produce as 
a single asset until the point 
of harvest. The amendments, 
however, will now require an 
entity to recognise a bearer 
plant separately from its 
agricultural produce prior to 
harvest; deciding when to 
recognise the bearer plant 
separately from the produce 
will entail some judgement. 

Classification 
At present, as bearer plants 
and their agricultural produce 
are deemed to be one asset 
up to the point of harvest, this 
‘single asset’ is presented as 
either current or non-current 
(depending on the asset’s useful 
life) and termed as biological 
assets. With the effective 
adoption of the amendments, 
the bearer plant is separated 
from its produce even before 
the point of harvest, and thus 
would be classified separately. 
Bearer plants will more likely 
than not be classified as non-
current assets, while agricultural 
produce will be classified as 
current asset, unless it has more 
than 12 months’ maturity. 

Government grants 
As bearer plants have been 
scoped out of MFRS 141/IAS 41 

The amendments 
will require an 

entity to recognise 
a bearer plant 

separately from 
its agricultural 
produce prior  

to harvest

and are now included as part of 
MFRS 116/IAS 16, government 
grants related to bearer plants 
will now fall under the scope of 
MFRS 120/IAS 20, Accounting 
for Government Grants and 
Disclosure of Government 
Assistance. Under MFRS 120/
IAS 20, government grants 
related to bearer plants will be:

* recognised as deferred 
income and then 
recognised in profit or loss 
on a systematic basis over 
the useful life of the asset 
or

* netted off in calculating 
the carrying amount of the 
asset and then recognised 
in profit or loss over the 
life of a depreciable 
asset as a reduction to 
depreciation expense. 
(Note: MFRS141/IAS 
41 does not permit this 
approach for government 
grants related to biological 
assets measured at fair 
value less costs to sell.) ■

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

Initial recognition

Subsequent measurement

Existing requirements (under fair value 
model of MFRS 141/IAS 41)

Measured as fair value less cost to sell. The 
bearer plant, together with any produce 
attached to the plant, is measured together as 
a single unit.

The plant and attached produce are measured 
at fair value less cost to sell at each reporting 
date as a single unit. Changes in fair value are 
recognised in profit and loss. 

Amendments to bearer plants – MFRS 
141/IAS 41 and MFRS 116/IAS 16

Measured at cost up to the maturity of 
the plant. Any produce of the plant is 
measured separately (see discussion below 
on produce).

* Plant is measured at cost less 
accumulated depreciation and 
impairment losses, with changes 
recognised in profit and loss. 

* Plant is measured at fair value at each 
revaluation date, less subsequent 
accumulated depreciation and impairment 
losses. Revaluation changes are dealt with 
in comprehensive income, while all other 
changes are recognised in profit and loss.

Accounting treatment of bearer plants: what the changes will mean

Technical podcast 

 Hear Ramesh Ruben Louis’s podcast about the impact of recent 
changes to standards at www.accaglobal.com/ab/207
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Passion for fashion
Accountant Genevieve Chew and architect Jacqueline Chak have turned their love  
of clothes design into a successful business that is making an international impact

Stocked in some of the most 
famous department stores 
in the world and adored by 
fashion editors, Hong Kong-
based Edit womenswear has 
quickly become the go-to 
brand for women looking for 
wardrobe essentials with a 
contemporary edge. Created 
by accountant Genevieve 
Chew and architect 
Jacqueline Chak, the brand 
was launched in 2012 after 
the two friends decided 
to realise their dream of 
becoming fashion designers. 

Also the co-owners of a 
stylish boutique in Central, 
the duo talk to Accounting 
and Business about their take 
on elegant and androgynous 
style, and the challenges of 
getting their upmarket brand 
on the fashion radar.

 
Q:  How would you describe 
the Edit brand?
Both: We created Edit because 
we saw a gap in the market 
for wearable yet fashionable 
clothing with a great price 
point. It is a collection that 
can be worn from day to 
night, dressed up or down, 
and has an androgynous 
edge. It sits alongside brands 
such as Carven, Studio 
Nicholson, Tibi, Mother of 
Pearl and other contemporary 
fashionable brands. 

Q: Who are you hoping will 
wear Edit?
GC: The brand was created for 
everyday career women as well 
as for fashion-forward women 
who love to mix and match 
high street with contemporary 
and luxury brands. Personally, 
I’d love to see professionals 
mixing a bit of Edit in their 
work wardrobe. 

▲ Double act
Jacqueline Chak 
(left) and Genevieve 
Chew have 
combined their skills
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Q: Why did you set up your 
own boutique – Edit – in 
Hong Kong? 
Both: We started our store in 
mid-2011, prior to setting up 
the Edit brand. It has been 
something that we always 
wanted to do, even without 
having any previous retail 
experience. We used our gut 
instincts and our passion for 
fashion to source up-and-
coming designer brands for 
the store, while showcasing 
some established brands to 
uphold the store’s image. 

It was through running the 
store that we saw the gap in 
the market for a brand like Edit 
and, once we hit the two-and-a-
half-year mark, we threw all our 
investments into the new brand. 

Q: How challenging was it to 
get the brand launched?
GC: We are into our second 
season of sales while also 
designing and sampling our 
third and fourth! I have to 
admit that it definitely wasn’t 
easy, and was very challenging, 
especially at the beginning. 
Most of all, it was nerve-
wracking, given that both 
Jacqueline and I have never 
done anything like this before. 
While the design process 
was at times tough, we found 
that funding an entirely new 
brand was even tougher, and 
is probably one of the main 
factors that defeats many new 
brands, particularly in fashion. 
We had to provide a huge 
amount of upfront cash before 
we saw any cash inflow. Besides 
that, we had to recruit a team 
of motivated and passionate 
individuals. I feel lucky to have 
a partner who is on the same 
page as I am; for example, we 
knew that marketing was key to 
the success of the brand and 
spent a great deal of cash on it. 

Q: Financing for small 
businesses is increasingly 
difficult, particularly in Asia. 
How did you set about 
funding your business and 
what were the challenges?

GC: I think this is the toughest 
element in setting up and 
sustaining a small business. 
As we all learn from our 
professional exams, most 
small businesses fail because 
of cash rather than profits. 
That is probably 
one of the most 
important lessons 
that I took with me 
from my studies, 
so I always make 
sure to keep 
our cash afloat – 
easier said than 
done, though. 

We were self-
funding until half 
a year ago, when 
we got a small loan 
from the bank. 
It really is tough 
getting funding 
as a new business due to the 
lack of credibility or financial 
statements. 

JC: Also, it is sad but true that 
this financing challenge does 
not really end after you have 
run the business for a few 
years or when you feel like it 
is becoming quite stable. You 
always want to do bigger and 
better and, once you have 
an amount of cash in your 
account, it will be thrown in 
for something else or some 
other plans.

 
Q: Neither of you come from 
fashion backgrounds, so why 
launch a fashion business?
GC: I was one of those kids 
who knew that I wanted to 
work in fashion one day. 
Looking back, I think the 
move into becoming a buyer 
for a fashion store, as well as 
a part-time designer, came 
pretty naturally;  I was thrown 
into the deep ocean and just 
learnt from trial and error. I 
see myself as an entrepreneur; 
most of my decisions came 
quite intuitively because of 
my innate passion for fashion, 
and then I used my accounting 
background to make 
calculated decisions. 

JC: For me, it has always 
been my dream to have a 
concept store that has fashion 
and lifestyle products. I am 
so lucky to have met my 
business partner – the total 
passionate fashion addict. I 

knew I had found the perfect 
business partner. 

Q: Genevieve: why did you 
choose accounting and what 
are the transferable skills 
now that you are a fashion 
designer and entrepreneur?
GC: It sounds like a cliché, 
but I wanted to be an 
accountant because I knew 
that it was a profession that 
would provide me with all-
round skills one day. I don’t 
admit it often, but I do love 
numbers and it was one of 
my better subjects when I 
was at school. I went to the 
London School of Economics 
for my accounting and 
finance degree, then stayed 
in London to work at a mid-
sized firm, Nyman Libson 
Paul, for four years. I chose to 
work in such a firm because I 
wanted to work in all aspects 
of an accounting role – from 
bookkeeping and taxation 
to audit and advisory. I also 
wanted to work closely with 
clients so I could learn more 
about running a business. 

The skills I learnt from 
my working life and the 
qualification are immense. 
Sometimes when I am faced 
with a challenge, I see it as 

‘We both have our 
individual abilities 

and qualities to 
bring to the table, 

and are very 
transparent with 

our decisions and 
thought processes’

one of those case studies I 
had to do in the exams, and 
I use the skills I learned to 
overcome them. I do all the 
finances and additionally bring 
to work some of the things I 
learned from human resources 
management classes. 

It is definitely good to 
have one partner with an 
accounting/business mind so 
we don’t get carried away with 
wishful thinking. 

Q: Jacqueline: you are an 
architect by trade. Tell me 
how those skills work in a 
fashion environment.
JC: As an architect, I love 
design, art and fashion. Having 
the design skills and an eye 
for the aesthetic helps me to 
appreciate fashion and be able 
to tell what looks good. 

 
Q: How did you two 
meet and how do you 
work together?
GC: We met through a 
common friend and, from 
then, we had very strong 
chemistry and shared a special 
bond. We both had the same 
vision of having a fashion store 
one day, so when we moved 
back to Hong Kong from 
London, we decided to make 
that big leap into the ocean 
and create our own store. 

Ultimately, we both know 
that our friendship is more 
important than anything else, 
and we have the same vision 
for Edit. Although we often 
have differences of opinion, 
we always find a way to meet 
in the middle – which I think is 
key to any partnership.

I do most of the admin 
and buying/merchandising 
and production work, while 
Jackie does all the artwork/
design-related things. She 
also does everything to do 
with PR and marketing. We 
both have our individual 
abilities and qualities to 
bring to the table, and 
are very transparent with 
our decisions and 
thought processes. »  
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JC: People often advise not to 
start a business with a friend 
for a friendship to last forever. 
We have millions of different 
opinions and arguments, yet 
it is so true that we both know 
that our friendship is always 
the most important. It is very 
important to express our most 
genuine thoughts but at the 
same time be able to listen and 
accept the other’s point of view.

Q: Edit is stocked in some 
eclectic as well as famous 
stores around the world, 
including the iconic Liberty 

in London and Holt Renfrew 
in Canada. How satisfying is 
it to have such stockists?
GC: Personally, being stocked 
at Liberty was such a dream 
come true, as it used to be one 
of my favourite department 
stores when I was living in 
London. Yes, it has been truly 
satisfying, but mostly I am 
just grateful to these stores 
for trusting the brand and 
believing in our vision. When 
you are stocked in such great 
stores, it really opens many 
doors of opportunities, and for 
that I am so thankful. 

JC: It felt like a dream when 
we found out about Liberty 
and many other stores. 
Because Genevieve and I 
studied and met in London, 
being able to be stocked 
at Liberty means a great 
deal to us. It is still the most 
exciting news every season 
to hear about new stockists. 
Hopefully there are many 
more to come.  

Q: How would you like to 
see the brand develop over 
the next few years?
GC: We would definitely love 
to see it being presented 
in more stores – especially 
established ones like Liberty 
and Hudson Bay. We would 
also love to do collaborations 
with artists and designers. 
In addition, we have started 
exploring higher quality 
fabrics by using Italian mills, 
but would like to take it even 
further in the future. 

JC: We want more and more 
people around the world 
to know about the brand 
and have it recognised 
internationally. Having friends 
send through photos when 
they see the brand in different 
parts of the world has been 
one of the greatest things. 

Q: What lessons have you 
learned from running your 
own business?
GC: If you have that gut 
instinct to go for a dream 
or a passion, do not let 
the numbers defeat you. I 
think the initial calculations 
– especially in an economy 
and society like Hong Kong 
– can definitely be off-
putting but, with hard work, 
determination, that burning 
fire to go for that dream 
and a little bit of luck, the 
possibilities are endless. 

JC: Never be afraid to dream! 
You will be defeated and 
challenged at times, but 
never give up; always have 
faith that all the dots will 
be joining at some point. 
Also, it’s a very smart idea to 
have an accountant as your 
partner; it’s one of the keys to 
our business! ■  

Interview by Colette Steckel, 
Asia editor

For more information:

To find out about the Edit brand visit www.edit-thebrand.com 
and www.edit-thestore.com
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Exams pass muster
ACCA’s move to a more flexible exam timetable, with extra sessions and greater opportunity 
for resits, has been given top marks by both students and employers, says Alan Hatfield

At ACCA we strive to 
think ahead. The roles of 
accountants are always 
evolving, and we must adapt 
to meet the changing needs 
of students, employers and 
members. This means we 
are making changes to the 
way our exams are delivered 
and structured. 

Not only do the changes 
– some of which have already 
been introduced – ensure we 
remain relevant in the modern 
world; they also allow for more 
flexibility, while maintaining 
the rigour and quality of the 
ACCA Qualification.  

This added flexibility 
means employers will be 
able to better manage 
workloads and sustain 
business operations during 
the period in which trainees 
are developing their skills. 
Meanwhile, our focus on 
relevance means 
employers 
can continue 

to be confident that ACCA 
members are equipped with 
the right skills and knowledge 
demanded in the workplace.

‘It is essential to ensure 
the ACCA Qualification 
reflects what the market 
needs in terms of creating 
newly qualified finance 
professionals,’ says Catherine 
Edwards, ACCA’s director 
of qualifications. ‘ACCA 
has always assessed the 
qualification, updating it where 
necessary to stay relevant, and 
will continue to do so.’

Exam sessions
In terms of flexibility, one of 
the most significant changes 
will take place this September 
where, in selected markets, 
we will hold an additional 
exam session for the first time 
outside the traditional June 
and December periods. This 

exam session 

is a precursor to introducing 
four exam sessions a year in all 
countries from March 2016. 

Both employers and 
students have welcomed this 
development. Employers have 
told us about the potential 
benefits the increased choice 
and flexibility of having 
additional exam sessions 
offers them, allowing them to 
fit the sessions around their 
peak periods of activity and 
manage their resourcing. They 
can also use the additional 
sessions to split out their 
trainees in order to better 
support their work cycle, while 
the new March/September 
sessions may be more  
suitable for their recruitment/
appraisal cycles.

Students are delighted 
that they can use the 
additional exam sessions 
to spread out their studies 
over a full year, giving them 
more flexibility to structure 
their learning around their 
work and life circumstances. 
Students will now also have 
the opportunity to resit exams 
within three months – as 
opposed to six under the 
former exam model – meaning 
a faster journey towards 
potential membership. 

We’re doing a lot of work 
behind the scenes to bring 
about these changes. The 
programme is being led by 
Judith Bennett who has, in 
varying roles, overseen the 

delivery of the ACCA 
exams for more 
than 15 years. ‘It 
really is a very 
exciting time for 
ACCA and all of our 
stakeholders,’ she 
says. ‘Employers 

and students have been 

telling us that they want these 
changes, so it’s rewarding 
and motivating to know our 
work will have a real, positive 
impact on them. Like me, 
many of my colleagues on the 
programme have produced 
and run the ACCA exams for 
a number of years. Having 
that pool of knowledge and 
expertise means our members 
can have real confidence 
that these changes will be 
introduced successfully.’

Structural change
Some significant changes 
to the structure of the 
Knowledge and Fundamentals 
Skills exams have already 
been made in the past 18 
months. More sophisticated 
questioning methods in the 
form of multitask questions 
have been used in the FIA and 
F1-F3 exams since February 
last year. These test students 
from a number of different 
angles on workplace tasks, 
better replicating the types 
of scenario they’ll face, and 
resulting in students being 
better prepared to apply 
their knowledge. 

In November last year we 
added the F4 English and 
Global exams to our suite 
of on-demand computer-
based exams (CBEs), which 
are offered at the early levels 
of the ACCA exams. They 
provide even further flexibility 
for students, as they can 
choose to sit their exams at a 
time and date that suits them.

A new exam structure 
for the F5-F9 exams was 
introduced from December 
2014, using a combination of 
objective tests and longer, 
written questions within 
the same exam. Previously 
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these exams only comprised 
the longer written question 
types, so the introduction 
of objective test questions 
now allows us to cover the 
full breadth of the syllabus 
in every exam. The more 
traditional, longer, written 
questions will continue 
to require expert (human) 
marking to ensure that depth 
and application of knowledge 
is still tested comprehensively. 

The inclusion of expert 
marking at the higher levels of 

the ACCA exams distinguishes 
us from a number of other 
accountancy bodies. In 
recent years, some global 
competitors have moved 
to a more significant on-
demand CBE model, not 
requiring expert marking and 
subsequently compromising 
how rigorously a student is 
examined. As a result, we 
remain the largest leading 
global accountancy body to 
be represented on multiple 
education frameworks 

benchmarked at 
master’s level. 
Any changes we 
introduce have 
gone through 
an extensive 
development and 
review cycle, so 
members and 
employers can 
continue to have 
confidence that 
our members 
hold a first-class 
professional 
qualification.

Embracing CBEs
Looking further ahead, we 
are moving F5-F9 to CBEs 
to enhance their relevance. 
The exams will continue to 
combine longer and objective-
test questions within the same 
exam, and will use applications 
such as spreadsheets and 
word processing within the 
questioning environment. This 
allows us to assess students on 
the tools finance professionals 
use in today’s environment 
and make them even better 
prepared for the workplace.

In January we announced 
an agreement with Pearson 
VUE, the market leader in 
delivering CBEs, for testing 
across these exams. This 
is being made available 
from September 2016 in 
selected markets.

We are taking a market-
by-market approach to 
transitioning our exams so 
that changes are implemented 
only when each market is 
ready for them and has the 
capabilities to administer 

CBEs. These exams will be 
available during the four 
exam sessions that are being 
introduced and will take place 
at a network of independent 
test centres. This will ensure 
we provide students with 
the same professional 
exam environment they 
currently experience. 

While changes are 
being made to the ACCA 
Qualification, some aspects 
remain unchanged to maintain 
rigour. For instance, students 
will still be allowed to attempt 
a maximum of eight different 
exams each year and be 
required to complete a 
thorough Practical Experience 
Requirement to become 
ACCA members.

The message is therefore 
clear. The ACCA exams may 
evolve over time, but the 
quality of the qualification will 
always remain constant. ■

Alan Hatfield is ACCA 
executive director of strategy 
and development 

Students can use 
the additional 

exam sessions to 
spread out their 

studies over a full 
year, giving them 

more flexibility to 
structure learning
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change within organisations. 
He suggested a series of action 
plans for finance professionals 
to help their companies stay 
ahead of the curve and cope 
with challenges generated from 
the shifting world.

Financial leaders, 
McQueen said, need to be 
clear about the company’s 
core business, their identity 
and the reasons for their 
existence. Secondly, they 
have to continuously adjust 
what they are doing and the 
way they do things. Thirdly, 
they need to be innovative to 
change their working mode. 

He suggested that 
corporates build an innovative 
culture among all staff. ‘To 
build an innovative culture, 
companies need to embrace 
diversity and allow debates,’ 
McQueen said. ‘They also 
need to have a willingness for 
adventure, not be afraid of 
making mistakes, and remain 
calm when facing uncertainty.’ 

Good leadership is 
equally important. Jack 
Lim, managing director of 
Leader’s Gene Consulting, 
guided the audience on the 
qualities of good leadership 
with his presentation, entitled 
‘Evolution of leadership in 
an era of VUCA (volatility, 
uncertainty, complexity 
and ambiguity)’. 

According to Lim, good 
leadership depends on 
attitudinal qualities rather 
than management skills, and 
determination and passion 
are significant leadership 
qualities. ‘Good leaders share 
a common characteristic: 
they are determined and 
have strong passion,’ 
Lim said, adding that life 
experiences can also grow 
effective leadership.

Effective leaders also 
have sensitivity, he added: 
‘Sensitivity to human needs 
is the core of leadership, 
and contributes to high 
quality leadership.’

Financial expert Chen 
Hu ACCA, vice president 

of ZTE Corporation, spoke 
about the value of shared 
services to global finance 
management, while Jiang 
Chao FCCA, vice president 
and CFO of Coolpad, 
discussed how innovation 
drives sustainable growth. 

The conference also 
featured two excellent 
panel discussions. In the 
first, on the theme of 
‘Embodying and enabling 
intrapreneurship’, experts 
offered their insights on 
nurturing intrapreneurs and 
the technological challenges 
facing finance professionals. 

In the second, 
‘Finance leaders embrace 

entrepreneurial leadership’, 
speakers discussed the 
qualities of intrapreneurs, and 
suggested ways to improve 
entrepreneurial leadership 
within a company.

Beijing
ACCA Beijing’s annual 
conference brought to an end 
the ACCA Asia-Pacific series. 
More than 300 guests were 
drawn to the event, co-hosted 
by ACCA and the Beijing 
National Accounting Institute 
(BNAI). 

Entitled ‘Driving innovation: 
the new CFO frontier’, the 
conference provided insights 
into how finance professionals 

can nurture an intrapreneurial 
mindset, and discussed 
emerging trends in global 
business, policy spheres and 
solutions for the finance world.

Delivering his opening 
speech, Qin Rongsheng, 
BNAI’s secretary general and 
president, said that CFOs 
could lead innovation in their 
companies through innovation 
management and influencing 
people. To practise innovation 
management, CFOs should 
support their companies’ 
decision-making, increase 
their own awareness of risks 
and adaptability to changes, 
and develop the ability to 
manage information.

CFOs should also be 
innovative in their influence 
on people. ‘First, they must 
have professional values 
and ethical standards. 
Second, they must develop 
a positive attitude towards 
learning and an innovative 
mindset. Third, CFOs must 
have effective communication 
skills,’ Qin said.

To make innovation 
possible, businesses need 
great talent, according to 
Chen Yugui, deputy president 
and secretary general of the 
Chinese Institute of Certified 
Public Accountants. 

‘All innovation relies 
on great talent to produce 
results. Therefore, talent is the 
foundation of innovation, and 
discussion on innovation in 
businesses and finance cannot 
skip talent issues,’ Chen said.

He noted that efforts 
should be made to improve 
accounting programmes in 
universities and strengthen 
continuing education for 
accountants to upgrade 
their standards.

Jia Kang, president 
of China Academy of the 
New Supply Economics 
and former director of the 
Ministry  of Finance, gave a 
detailed analysis on China’s 
macro-economy. 

‘Now the Chinese economy 
has new features and they are 

▲ In celebration
In Beijing, Anthony Harbinson 
presented an ACCA 
Achievement Award to Yang 
Jiantao (above), while Michael 
McQueen outlined action 
plans for finance professionals
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very apparent,’ he said. ‘Also, 
our economic slowdown has 
lasted quite a while.’

He urged corporates 
to understand the macro 
economy when making their 
production and business 
decisions, especially during 
the economic slowdown. 

Xiao Zhixing, director of the 
China Research Institute at the 
George Washington University, 
suggested that finance 
professionals build up strategy, 
organisation and leadership in 
their businesses to tackle the 
challenges and opportunities 
brought by the internet. 

Xiao emphasised that 
strong leaders play a crucial 
role in businesses, saying that 
the success of a company lies 
in the ability of its leader. 

‘If the leader does not 
have a growth mindset and 
vision, no matter what the 
staff do and how well they 
do it, their efforts will be 
wasted. An incapable general 

will cause his army to die,’ 
he said.

Two panels provided 
in-depth discussions around 
intrapreneurship, financial 
transformation and innovation. 

Speakers shared their insights 
on how innovations are 
changing businesses, and 
ways to nurture effective 
finance professionals within 
a company.

In the closing keynote 
speech, He Yingqi, associate 
professor and dean of BNAI’s 
department of accounting, 
released findings of a survey 
on the current status of the 
management accounting field 
in China, conducted jointly by 
ACCA and BNAI. 

‘The report suggests how 
the field of management 
accounting should build the 
talent base, which will become 
the future powerhouse for 
promoting the development 
of management accounting,’ 
he said. ■

Read about ACCA Hong 
Kong’s conference on page 16

Sherry Lee, journalist

ACCA Achievement Awards

The ACCA China Achievement Awards were an 
important highlight in this year’s conference series. 
Presented by ACCA president Anthony Harbinson, the 
awards pay tribute to individuals in recognition of their 
outstanding contributions to the development of the 
accounting and finance profession in China.

This year, the awards went to the following 
finance experts:
Robert Xu, founder, chairman and CEO of Kingdee 
International Software 
Chen Xinyuan, vice president, Shanghai University of 
Finance and Economics 
Wang Jiaxin, party secretary and former president, 
Nanjing Audit University
Yang Jiantao, principal partner of Ruihua Certified 
Public Accountants 
Zhang Xinmin FCCA, vice president, University of 
International Business and Economics

For more information:

Download Tomorrow’s 
finance enterprise at 

www.accaglobal.com/
ab/208
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Room for improvement
While Malaysia is maintaining its high regional ranking in corporate governance standards, 
companies must move to a level beyond box ticking, says Datuk Zaiton Mohd Hassan

A recent joint study by 
ACCA and KPMG, Balancing 
rules and flexibility, 
reveals wide divergence 
in corporate governance 
(CG) requirements across 
25 markets. Encouragingly, 
Malaysia was found to 
be ahead of the pack of 
developing countries for 
CG requirements. 

Out of 15 developing 
countries that participated, 
Malaysia achieved joint first 
place with India. In ASEAN, 
Malaysia ranked second place 
behind Singapore and ahead 
of eight other countries. 

It is encouraging that 
diversity and inclusion of 
women at board level is one 
of the strongest themes in 
Malaysia’s CG code. It is 
also a representation of the 
government’s objective to 
reach 30% female participation 
at board level by 2016. 
However, there are areas for 
improvement as the Malaysian 
board is almost 90% skewed 
towards male members and 
much more effort is needed to 
bridge this divide.  

While Malaysia has 
performed relatively well 
across most of the CG pillars, 

some areas have been flagged 
as being less well-defined in 
the country’s CG framework. 
These include disclosure on 
director’s time and resources, 
stakeholder engagement, risk 
governance, shareholder rights 
and remuneration structure, 
which may warrant closer study 
in Malaysia’s continuous drive 
for improvement.

The study analysed 
CG requirements in terms 
of the clarity, degree of 
enforceability and number 
and type of instruments used 
by different markets. It also 
calls for governments to work 
towards meeting global CG 
requirements based on the 
Organisation for Economic Co-
operation and Development’s 
(OECD) Principles of 
Corporate Governance.

Nevertheless, corporate 
Malaysia cannot rest on 
her laurels. It is important 
to recognise that, apart 
from requirements and 
enforcement, companies 
themselves will need to 
aspire for good governance 
beyond box ticking. Boards 
and top management share 
key responsibilities to drive 
positive corporate culture at 

every level and to 
authentically and 
meaningfully carry 
through the spirit 
of governance 
policies.  

The ACCA-
KPMG study is 
in line with the 
findings of the 
2013-14 ASEAN 
Corporate 
Governance 
Scorecard, 
produced 
by the Asian 

Development Bank, which 
saw Malaysia retain its 
second position among the 
six participating countries. 
The assessment reveals that 
larger plcs continued to show 
improvement in 2013-14. 
However, smaller companies 
need more improvement in 
terms of their CG disclosures 
and practices to keep up with 
the pace of fast-advancing 
global CG expectations. 

The ACCA-KPMG study 
also notes the disparity in 
CG requirements across the 
markets. There is a need for 
regular review to ensure that 
existing CG codes are relevant 
in changing market conditions. 
That is something Malaysian 
authorities have sought to do, 
reviewing the code twice since 
its inception.

Boards and top 
management 

share key 
responsibilities 

to drive positive 
corporate culture 

at every level

At ACCA, our stance is 
that more needs to be done 
to make CG principles simpler 
and globally relevant. In our 
response to the OECD’s public 
consultation on its principles, 
we stated that they have 
become too complex.

Implementing CG well will 
also put Malaysian companies 
in the driving seat for the 
opportunities that come 
with the anticipated high 
growth rates of the ASEAN 
economies, especially with 
the advent of the ASEAN 
Economic Community (AEC).

With the ASEAN nations 
coming together in a single 
market later this year, Malaysia 
as the host country should also 
take the lead and support other 
member nations to enhance 
corporate governance.  ■

For more information:

Read Balancing Rules and Flexibility at bit.ly/acca-balance 

Datuk Zaiton Mohd 
Hassan is president of the 
ACCA Malaysia Advisory 

Committee
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ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Influence and 
representation
Members play key 
roles in representing 
and developing the 
profession, backed by 
cutting-edge research.

Knowledge and 
connections
Keep up to date with 
our publications and 
social media feeds. Our 
events let you network 
with a large peer group.

Personal development
CPD, training and career 
progression support.

ACCA Careers
Our career portal gives 
guidance and lists job 
vacancies worldwide.

Customer care
Fast and efficient 
support around the 
clock, by phone, email 
and webchat.

Go to www.accaglobal.
com/memberbenefits

No SME silver bullet
Reforming European capital markets to improve access to finance 
of SMEs and start-ups will be no easy task, ACCA event warns

There is no silver bullet for 
maximising SME and start-up 
funding opportunities in the 
EU, according to an expert 
panel at a recent ACCA 
event in Brussels.

The European Commission 
plans to improve access to 
investment finance for SMEs 
and start-ups by developing 
and integrating capital 
markets across the EU, which 
lags substantially behind the 
US in this area. 

As the public consultation 
on the commission’s green 
paper closed, stakeholders 
came together to address 
the issues at the event, 
which was organised by 
ACCA and Barclays in 
collaboration with employers 
organisation UEAPME and 
EGIAN (the European Group 
of International Accounting 
Networks and Associations). 

‘The capital markets 
union project is one of the 
most important initiatives in 
recent years,’ Cyrus Ardalan, 
vice-chairman of Barclays and 
chairman of the International 
Capital Market Association 
told attendees. 

He added: ‘There is a 
role for a wide and deep 
reform of our capital markets 
in Europe to deliver long-
term, patient and risk-bearing 
finance. That is a simple goal, 
but a complex task.’

The development of 
such markets will require the 

creation of an ecosystem that 
can bring issuers, investors 
and intermediaries together 
and mutually reinforce them, 
according to Ardalan.

Peter Ujvari, member of 
the ACCA Global Forum on 
Corporate Reporting, who 
moderated the roundtable 
session at the event, said: ‘The 
adverse impact of the financial 
crisis on SMEs’ access to 
finance has been exacerbated 
by a number of persistent 
market failures that pre-dated 
the crisis and which continue 
to be largely unaddressed. 
The capital markets union 
consultation aims to remedy 
this, and seeks to identify ways 
to knock down barriers to the 
single market for capital from 
the bottom up.’

All speakers welcomed the 

main goal of the green paper 
– to overcome the current 
fragmentation of the markets 
by changing the structure 
of the EU financial system 
towards a better and more 
diversified mix of market-
based finance and bank credit.

Panellists discussed 
the role that securitisation 
and other alternative 
finance channels – such as 
crowdfunding, angel investing 
and venture capital – could 
play, as well as ways to allow 
retail and institutional funds to 
be mobilised more effectively 
for productive investment.

The debate also addressed 
the need for longer-term 
changes to address bottlenecks 
to cross-border investment 
in areas such as insolvency, 
company law and tax.

► Commission 
takes aim
The EC is addressing 
capital market reform

FD position goes to Sommerville

Derek Sommerville has been appointed ACCA’s finance director. Sommerville is an 
experienced FCCA with a strong background in senior finance roles in the UK and 
internationally, his most recent role being business consultant at Hilton Hotels Worldwide. He 
also brings experience of working in growing organisations, including Sanmina-SCI and Thus. 
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