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Shining a light on MENASA

I’m delighted this month 
to introduce the fi rst of an 
occasional international 
edition of Accounting and 
Business with a regional 

focus. This month we put the spotlight on the Middle East, 
North Africa and South Asia (MENASA). Our front cover 
depicts Chinese president Xi Jinping with Pakistan’s prime 
minister Nawaz Sharif on a state visit to Pakistan in April, 
during which it was announced that China would be investing 
in Pakistan infrastructure projects.

Our big interview is with the comptroller and auditor 
general of Bangladesh, Masud Ahmed. He runs the Offi ce of 
the Comptroller and Auditor General, Bangladesh’s supreme 
audit institution, and his auditors’ inquiries uncover scams big 
and small. Not only is Ahmed at the helm of the drive to oust 
fi nancial misconduct from government spending, he is also a 
renowned author and musician. He has recently published a 
novel which sheds light on the 1971 war that led to the country’s 
independence from Pakistan. Read his interesting profi le 
beginning on page 12.

We also look at the economic partnership between the Gulf 
nations and South Asia (page 16). In an interview with Siddique 
Ahmed of microfi nance organisation FINCA, the regional audit 
manager for Africa and MESA explains the big audit challenges 
posed by small loans to low-income entrepreneurs.

In the rest of the edition, page 39, we take a look at how 
behavioural science – understanding how staff think and what 
motivates them to achieve optimal performance – can help 
employers fi nesse pay and benefi ts. Research by UK-based HR 
professional body CIPD brings some penetrating insight into 
how employees respond to money and opportunity, and should 
prompt corporates to rethink how they reward their people. 

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 exclusive AB videos in which we interview global fi nance 
leaders about their careers. She shares how she started out as 
an accountancy student in Malaysia and the journey she made to 
become a global ambassador for ACCA. Find out more on our 
AB hub (see www.accaglobal.com/ab).

Lesley Bolton, international editor, lesley.bolton@accaglobal.com

Welcome

Accounting 
and Business
The leading monthly magazine for 
fi nance professionals, available in 
six different versions: China, Ireland, 
International, Malaysia, Singapore 
and UK.

There are different ways to read AB. 
Find out more at
www.accaglobal.com/ab

Also from ACCA

AB Direct
Sign up for our weekly news and 
technical bulletin at 
www.accaglobal.com/ab

Accountancy Futures
View our twice-yearly research and 
insights journal at 
www.accaglobal.com/futuresjournal

Student Accountant
Access the magazine for 
ACCA Qualifi cation and 
Foundation-level students at 
www.accaglobal.com/
studentaccountant

Member benefits
To learn more about the benefits of 
ACCA membership, turn to page 
66 or visit www.accaglobal.com/
memberbenefi ts 

ACCA Careers
Search thousands of vacancies and 
sign up for customised job alerts at 
our jobs site www.accacareers.com/
international

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 170,000 
members and 436,000 students 
throughout their careers, providing 
services through a network of 92 
offi ces and active centres. 
www.accaglobal.com 

Channels and media

Accounting and Business is more 
than just a magazine. You can read 
us, follow us and engage with us – 
and in more ways than one. 

AB hub
See our new AB hub at 
www.accaglobal.com/ab 

AB app
Download from iTunes App Store, 
Google Play or via the AB hub

AB digital archive
The latest issue and an 
archive of issues stretching back 
to 2009

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

Videos and podcasts
Look for links in the magazine or 
go to www.accaglobal.com/ab

Webinars
On a raft of topical issues
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▲ Game over
FIFA sponsors, including 
Visa, Coca-Cola and 
McDonald’s, 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, 
avoided jail after aiding 
US prosecutors

▲ All change
Walt Disney CFO James 
Rasulo, who oversaw the 
company’s expansion into 
Hong Kong and Shanghai,  
stood down. He will retain 
an advisory role with the 
entertainment giant

▲ Women on side
Rumi Utsugi of team 
Japan (left) plays against 
Fabienne Humm of 
team Switzerland during 
the first round of the 
FIFA Women’s World 
Cup Canada 2015
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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 

▼ Energy ambition
IKEA pledged €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

▼ Election woes
Supporters of Turkey’s 
AK Party outside the 
party’s headquarters in 
Ankara. The party lost 
its 13-year majority and 
is struggling to form a 
government
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News roundup
This edition’s stories and infographics from across the globe, as well as a look 
at the latest developments and issues affecting the fi nance profession

Dyke queries FIFA audit
KPMG has been challenged 
about its role as auditor of 
disgraced football governing 
body FIFA, several of whose 
offi cials have been charged 
with fraud and racketeering 
offences by the US attorney 
general, Loretta Lynch. Greg 
Dyke, chairman of England’s 
Football Association, told the 
press: ‘Someone should go to 
the auditors and say, “Hang on, 
where actually did that come 
from and go to? Where is it in 
accounts? Did you know about 
this?’’ A spokesman for KPMG’s 
Swiss practice said: ‘As FIFA’s 
statutory auditor, we are bound 
by professional confi dentiality 
and have to refrain from any 
comment regarding our client.’

G7 agree tax crackdown
Finance ministers of the world’s 
seven richest countries have 
agreed common measures to 
clamp down on tax evasion 
and avoidance. German 
fi nance minister Wolfgang 
Schäuble, speaking for the 
G7, said the nations would 
enforce measures already in 
place to clamp down on tax 
structuring and transfers of 
profi ts. A statement issued on 
his behalf said the ministers 
had agreed that ‘an arbitration 
process ought to determine 
in which country global 
enterprises should pay taxes. 
There are also plans to involve 
poor developing countries 
and help them put in place 
effective tax administrations, 
thus generating their own 
tax revenue.’

Common CT base move 
The European Commission 
has relaunched its proposal 
for a common consolidated 

corporate tax base. The 
commission’s vice president, 
Valdis Dombrovskis, said 
that a two-stage process is 
now being considered, with 
the ‘consolidation’ element 
delayed. But the commission 
will consider making 
progress on a common base 
compulsory, he said. Tax 
policy, he added, needs to be 
‘growth-friendly’, ‘fairer’ and 
‘transparent’. The immediate 
focus is ensuring that 
companies pay taxes where 
they earn their revenues, said 
Dombrovskis. Meanwhile, it is 
reported that Germany and 
France are seeking agreement 
for a minimum corporate tax 
rate for the European Union.

Amazon to pay locally 
Amazon is to pay taxes 
nationally on profi ts in its main 
European consumer markets. 
The European Commission will 
continue its investigation into 
Amazon’s tax arrangements 
with Luxembourg, through 
which it had channelled 
European sales. A spokesman 
for Amazon explained: ‘More 
than two years ago we began 
the process of establishing 
local country branches of 
Amazon EU Sarl, our primary 
retail operating company in 
Europe. As of May 1, Amazon 
EU Sarl is recording retail sales 

made to customers through 
these branches in the UK, 
Germany, Spain and Italy. 
Previously, these retail sales 
were recorded in Luxembourg. 
We are working on opening a 
branch for France.’ 

Deutsche Bank charged
Deutsche Bank has been 
charged by the US Securities 
and Exchange Commission 
(SEC) with misstating its 
fi nancial reports during the 
fi nancial crisis. The bank paid 
a US$55m penalty to settle 
the charges, while making 
clear that it neither admitted 
or denied the charges, but 
observing no individual had 
been charged in connection 
with the allegations. According 
to the SEC, Deutsche Bank 
had overvalued a portfolio 
of derivatives. Internal bank 
documents suggested this 
could have hidden US$1.5bn 
to US$3.3bn of potential losses 
from the accounts. Andrew J 
Ceresney, director of the SEC’s 
division of enforcement, said: 
‘Deutsche Bank failed to make 
reasonable judgments when 
valuing its positions and lacked 
robust internal controls over 
fi nancial reporting.’

Toshiba investigates
Toshiba’s internal investigation 
into accounting irregularities 

has concluded that the 
company is likely to have to 
correct past fi nancial reports by 
a factor of ‘negative 50 billion 
yen (US$400m) or more’, a 
statement has confi rmed. The 
company has now established 
an independent investigation 
committee to consider 
accounting practices, operating 
expenses and stock valuations. 
The restated fi nancial 
report will be published 
after the completion of the 
investigation.  

IASB publishes framework
The International Accounting 
Standards Board has published 
proposed amendments to 
the Conceptual Framework 
for Financial Reporting. The 
exposure draft comprises 
several changes to the 
existing framework, including 
alternative asset valuation 
methods and how to choose 
the most appropriate method 
– one of which is fair value. 
The framework reiterates that 
the statement of profi t or 
loss is the primary source of 
information about a company’s 
performance, but provides 
guidance on when income 
and expenses can be reported 
outside the statement of profi t 
or loss in ‘other comprehensive 
income’. The framework is out 
for comment. 

Australia tackles tax avoidance

Australia has announced a crackdown on multinational 
corporations that it believes are not paying their fair share 
of corporation tax through the use of complex international 
transactions. The move will reinforce ‘the integrity of the 
Australian taxation system’, said treasurer Joe Hockey 
(pictured). In addition, a 10% tax will be imposed on services 
provided online via subscriptions, known as the ‘Netfl ix tax’. 
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Investors avoid ESG risks
Seventy per cent of institutional 
investors are willing to reject 
investment opportunities 
on environmental, social or 
governance (ESG) risk grounds, 
concludes PwC’s Bridging 
the Gap report. Some 97% 
of respondents indicated 
that they expect responsible 
investment to become an even 
more important consideration 
in the next two years. The vast 
majority of those surveyed 
say they believe responsible 
investment adds value in 
private equity and that 
consideration of ESG factors 
is their fi duciary duty. Almost 
all investors – 97% – carry out 
an ESG risk assessment before 
making an investment. 

Islamic finance warning
The rapid expansion of 
Islamic fi nance warrants 
careful risk management and 
policy evaluation, warns the 
International Monetary Fund. 
An IMF report, An Overview 
of Islamic Finance, argues that 
while Islamic fi nance should be 
resilient to shocks because of 
its low risk profi le, Islamic banks 
are exposed to similar risks to 
conventional banks and also to 
‘idiosyncratic risks’. The report 
warns that Islamic banking lacks 
safety net support and liquidity 
management instruments. But 
it says that while Islamic fi nance 
has been growing at an annual 
rate of 20% a year for the last 
decade, it remains small in the 
context of global fi nance.

Pricing scrutinised
Corporates’ transfer pricing 
policies are more likely to be 
challenged, Taxand’s global 
conference in Milan was told. 
‘Centralised business models 
with one-sided transfer pricing 
methods are sources of 
increasing risk and uncertainty 
as a result of ever greater 
scrutiny by tax authorities,’ 
said Marc Alms, managing 
director of Taxand USA. The 
implementation of base 
erosion and profi t shifting and 

the adoption of country-by-
country reporting will require 
corporations to review their 
transfer pricing arrangements, 
the conference was told. 

RSM rebrands
All member fi rms of the RSM 
International network are to 
use the RSM name and a single 
global logo. The rebranding 
will start from 26 October, 
with individual fi rms remaining 
independent legal entities. 
RSM International is the sixth 
largest provider of tax services 
globally, the third largest fi rm 
in China and the fi fth largest 
in the US. RSM says the move 
will enable the network to 
better promote the sharing of 
resources and expertise. 

Vera di Palma
Vera di Palma, ACCA’s fi rst 
female council member and 
fi rst female president, has died 

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

tax transparency agreement, 
agreeing to automatically 
exchange fi nancial information 
obtained from residents’ bank 
accounts. The exchange will 
begin in 2018 and prevent EU 
residents evading tax liabilities 
by hiding funds in Swiss 
accounts. Pierre Moscovici, 
European commissioner for 
economic and fi nancial affairs, 
taxation and customs, said: 
‘It is another blow against 
tax evaders and another leap 
towards fairer taxation in 
Europe.’ Similar agreements 
are being negotiated by 
the European Commission 
with Andorra, Liechtenstein, 
Monaco and San Marino.

BDO pays settlement
BDO Seidman has made 
a US$40m settlement with 
representatives of investors 
in the collapsed Stanford 
International Bank. A » 

aged 83. She joined the council 
in 1971, became president 
in 1980 and was awarded an 
OBE in 1997 for public service. 
‘When I qualifi ed in 1956, 
the profession was heavily 
male dominated and there 
were hardly any women,’ di 
Palma told ACCA’s Student 
Accountant magazine. 
‘We felt there would be 
strength through unity, so in 
1965 I formed the Certifi ed 
Accountants Women’s Society.’ 
ACCA’s chief executive Helen 
Brand said: ‘She opened the 
door for many young women 
to succeed in fi nance and 
accountancy, and the fact that 
nearly half our membership 
and more than 50% of our 
student body are women is a 
fi tting tribute to her legacy.’

EU and Swiss sign deal
The European Union and 
Switzerland have signed a 
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spokesman for BDO Seidman 
said: ‘BDO Seidman was 
never the auditor of Stanford 
International Bank, the entity 
where Robert Allen Stanford 
committed his fraud. BDO 
audited an affi liated company 
whose fi nancial statements 
are not alleged by plaintiffs to 
have contained any material 
misstatements. However, after 
almost four years of litigation 
and the likelihood of more, 
this settlement makes the 
most sense for our partnership 
given our relevant insurance 
coverage and the costs, as well 
as the loss of time and energy 
associated with continuing this 
case. With this settlement, the 
fi rm is making no admission of 
any wrongdoing.’ 

Auditor for Vatican
Libero Milone has been 
appointed by Pope Francis 
as the fi rst auditor general 
of the Vatican. Milone is the 
former chairman and CEO of 
Deloitte & Touche Italy. He has 
worked as auditor of the United 
Nations Food Programme 
and non-executive director at 
Fiat and Indesit. Since 2012 
he has been chairman and 
managing partner of Milone 
Associates. The appointment is 
seen as a move by the Pope to 
clean up the operations of the 
Vatican Bank.

Tougher on laundering
Members of the European 
Parliament have approved 
the adoption of a tougher, 

fourth, Money Laundering 
Directive. Věra Jourová, 
European commissioner for 
justice, consumers and gender 
equality, said: ‘We now have 
the tools at hand to better 
detect and trace billions of 
euros which come from criminal 
proceeds or fi nancial fl ows 
which support terrorist groups 
and activities. Enhancing 
benefi cial ownership 
transparency has also been at 
the heart of the international 
agenda and I particularly 
welcome the ambitious 
approach adopted by both 
the parliament and member 
states to introduce registers 
of benefi cial ownership 
for companies and legal 
arrangements.’

TaxAssist expands 
Franchise accountancy network 
TaxAssist has launched its 
fi rst practice in Australia. 
Husband-and-wife team Terry 
Murphy and Celeste Godwin 
have taken on the Australian 
master franchise. They will 
operate the Queensland 
franchise, with a commitment 
to open a second in New South 
Wales next year. The couple 
have six offi ces across the 
two states. The Queensland 
offi ces are now rebranded as 
TaxAssist Accountants and the 
master franchise will recruit 
new franchisees elsewhere 
in Australia. ■

Compiled by Paul Gosling, 
journalist

An accountancy qualifi cation wasn’t part of the plan for 
Datuk Alexandra Chin. The path to her accounting career 
– the passport to professional success that would change 
her life – was anything but an easy ride. 

But Chin’s spirit of indomitability and determination to 
overcome obstacles has taken her all the way to setting up 
her own successful accountancy fi rm and becoming deputy 
president of ACCA.

Take one
In the fi rst of a series of video interviews with high-profi le members, ACCA deputy president Datuk 
Alexandra Chin FCCA talks about her journey from accountancy student to global ambassador

You can fi nd 
out more 
about Datuk 

Alexandra Chin’s 
inspiring journey to the 
top of her profession 
by going to www.
accaglobal.com/ab

Her 
ambition – 

to be an inspiring 
role model for 
young people 
building their 
careers

How her 
earliest 

career ambition 
didn’t make it 
past her fortune 
counsellor
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Scam stopper in chief
Masud Ahmed, head of Bangladesh’s supreme audit body, has one all-encompassing 
goal: to drive financial misconduct out of government spending

In the fast-growing emerging economy of Bangladesh, 
individuals sometimes play fast and loose with the truth to 
hide financial wrongdoing and defraud the government. 

Should they do so, though, they have to reckon with the 
country’s comptroller and auditor general Masud Ahmed and 
his staff. He runs the Office of the Comptroller and Auditor 
General (OCAG), Bangladesh’s supreme audit institution, and 
his auditors’ inquiries uncover scams big and small.

Ahmed spoke to Accounting and Business in his office on the 
third floor of the Audit Bhaban building in Dhaka about the sort 
of misconduct that the organisation can uncover. For example, 
one of OCAG’s cases involved pension payments being made 
to a long-dead pensioner, with the money being funnelled 
into a fictitious account by the family colluding with corrupt 
government officials. In another case, officials travelling abroad 
were entitled to a daily allowance of US$250 but were making 
much higher claims for reimbursement – a financial controller 
had been turning a blind eye.

Ahmed’s role is to uncover such mis-spending, ensuring that 
the funds that have been wrongly spent, ‘sometimes by motive, 
sometimes out of ignorance, or sometimes in good faith’, find 
their way back to the Treasury and the wrongdoers, where 
appropriate, brought to justice.

Big bucks
What worries the auditor general most, however, are transactions 
in ‘high-flying’ sectors – such as the purchase of railway 
locomotives, the construction of roads, bridges and hospitals, 
or cash transfers to fund social safety net programmes – where a 
single invoice may involve the payment of US$20,000 or more to 
a contractor. 

The scale of such filtrations cannot be overlooked. Ahmed 
says that in the five years leading up to 2012, OCAG audits 
uncovered some US$861m worth of irregular spending by 
Bangladesh government employees across around 60 different 
ministries and public agencies.

Ahmed says the figure was arrived at by sampling, which 
means that the actual level of fraud and mismanagement could 
be much worse. ‘If we could audit the whole operation, the 
picture would have been higher,’ he says.

He says that for every Bangladesh taka (BDT1, equivalent 
to US$0.013) that the government spends on staff, his office 
annually recovers BDT58 irregularly spent by state employees 
and executives.

And there is no doubt that corruption is a major problem 
in this south Asian nation. In 2014, Transparency International 

April 2013
Became Bangladesh’s comptroller and 
auditor general

2011-13
Planning Commission member with 
rank of secretary – the lead official

2009-11
Secretary, Ministry of Chittagong Hill Tracts Affairs

2007-09
Director general, Bureau of Manpower, Employment and 
Training

2004-06
Finance member, Bangladesh Export Processing Zones 
Authority

2001-04 
Deputy secretary, Ministry of Shipping and Economic 
Relations Division

1982-2001
Spells in a range of roles, including senior finance 
controller at Defence Finance, additional accountant 
general at Ministry of Foreign Affairs, director at Defence 
Audit Directorate and Foreign Aided Project Audit 
Directorate, chief accounts officer for local government 
and rural development at Ministry of Foreign Affairs

ranked Bangladesh 145th out of 175 countries in its Corruption 
Perception Index.

OCAG wants to take a broad approach to fighting the 
problem. This is not just about audits. What Ahmed’s office 
calls pre-audit work is important too because it makes sure that 
proper procedures are followed by government bodies on a day-
to-day basis to help inculcate a culture of propriety. 

Ahmed stresses that his office ensures government officials 
receive their monthly salaries on time, pension payments are 
made regularly, new pensioners are documented, individual 
pensions can be properly converted to family pensions, 
particulars of newly recruited officials are recorded correctly, 
information about transfers is documented, and the interest » 
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the government 
spends on staff, 
OCAG recovers 
58 in irregular 

spending by 
employees
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BasicsTips

and principal of loans and advances against salaries or provident 
funds are calculated accurately. ‘People are more sensitive to 
these because they touch individuals,’ he says.

To perform this work and carry out an effective number of 
audits takes significant resources, though, and Ahmed’s fight 
against the waste of public money is not a politically attractive 
cause, with OCAG allocated fewer resources than it needs. Every 
year, development budgets are fattened up by another 30% 
to 33%, yet the audit boss cannot hire enough staff to monitor 
those budgets effectively. 

‘I have to look after auditing with the same number of people, 
while expenditure and the number of invoices and stations 
[government offices] go up,’ he says. Between 2009 and 2014, 
he says his office handled 169,258 audit objections involving 
US$54.5bn, settling 130,460 of them and recouping US$8.13bn.

To monitor 1.5 million bureaucrats in a country of 160 million 
people, his office has just 276 staff, who are professionally trained 
auditors and accountants, with ACCA Qualifications, MBAs, 
diplomas and degrees, although it also maintains a large number 
of unqualified support staff, with 5,441 assigned to pre-audit 
work, and 2,407 working on post-audit follow-ups. There are 573 
OCAG offices spread across the country.

Up and up
Between the 1982/3 and 2013/4 financial years, the government’s 
income rose by 954% to US$20.1bn, while expenditure climbed 
770% to US$27.7bn, according to OCAG data.

Ahmed explains the consequences: ‘Our audit coverage gets 
less, quality also suffers. At headquarters, when the number of 
audit reports grow, it is difficult to apply quality assurance before 
we finalise them.’

Lack of cooperation from auditee organisations adds to the 
woes. Ahmed says that his auditors often struggle to access 
auditable data, do not receive invoices, cashbooks or bank 
reconciliation statements and are unable to talk to designated 
persons while an audit is under way.

He points out that if the invoices of a project 80% financed 
by foreign debt are missing, then a full assessment is impossible 
even if invoices for the government-funded 20% are provided. 
Sometimes the head of an institution is unavailable on the last 
day of the audit, when the executive is supposed to be present 
at an audit exit conference.

To try and mitigate these pressures, Ahmed is keen to 
improve the skills of his auditors.

On the double
He says that over the past year his office has built relations 
with ACCA to help the country move away from single-entry to 
double-entry accrual-basis accounting. Except for state-owned 
corporations, most government offices in Bangladesh use 
traditional single-entry accounting methods, something that 
Ahmed wants to see change.

He is bullish about the ACCA partnership, saying that its 
training assistance will mint a new generation of financial 
professionals who are able to ‘look after the financial health of 
the nation’.

Ahmed says that his organisation’s auditors must understand 
double-entry accounting or ‘auditing will not be healthy’. 
ACCA will help OCAG auditors undertake certificate, diploma, 
postgraduate and advanced degree training. ‘ACCA can help us 
training up our people. And we’re going meet these expenses,’ 
he adds.

Meanwhile, he is pushing ahead with plans to install an 
internal control system in public offices through which top 
executives will get advice ‘from their own people on how to 
make best purchases or best buys’. This will help make sample 

* The Office of the Comptroller and 
Auditor General (OCAG) is the 
apex audit agency in Bangladesh. 
It audits government receipts as 
well as public spending.

* Appointed by the country’s 
president, the comptroller and auditor general is the 
head of OCAG and determines the scope and extent 
of audits.

* Core OCAG functions include conducting financial, 
performance and information technology audits in 
government ministries and agencies.

* Ten agencies, known as directorates in Bangladesh, 
are also affiliated with OCAG.

* OCAG has established institutional links with global 
bodies, notably the Asian Organisation of Supreme 
Audit Institutions (ASOSAI) and the International 
Organisation of Supreme Audit Institutions (INTOSAI).

* ‘Be ethical. This is number one – 
if you chase after money alone, 
you will not deliver anything.’

* ‘Be professionally competent.’

* ‘Be competitive by means of your 
education.’

* ‘Be cooperative. There is no way but to follow the 
Western path. In the West, people help each other.‘

* ‘Be pro-client. Be polite, but firm with clients.’

* ‘If you can follow these steps, clients will benefit and 
you will have peace of mind.’
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For more information:

More on Dawn, Dusk and Liberation at  
tinyurl.com/DuskDawnLib

auditing more effective, because a problem can be identified 
within a system and fixing it will stop problems recurring. 

‘Even if it is sample auditing, the message is if we can correct 
this, the remaining part will be automatically corrected,’ he says.

Such internal control systems are already in place in India and 
Sri Lanka, he says. And once established in Bangladesh, it ‘will 
be difficult, if not impossible, for executives to waste money’, he 
argues, while easing the burden on his auditors.

Ahmed believes the national parliament’s public accounts 
committee can also help, acting as an ‘interface’ between his 
office and auditing organisations to help introduce financial 
discipline to the government.

OCAG has a constitutional obligation to present the audit 
reports of public income and expenditures to Bangladesh’s 
parliament. OCAG has placed 995 audit reports in various 
parliamentary sessions since the country’s independence in 1971.

Taxpayer accountability
While Bangladesh relies on external grants and debt, the bulk 
of money that the government spends each year comes from 
local taxes and loans: ‘Taxpayers have a right to know how 
their money is spent,’ Ahmed says, adding that parliamentary 
discussion of audit reports is important.

He certainly has plenty of experience in the sector, having 
worked in many branches of government since the early 1980s. 
Today, he advises the government on how it can ensure value 
for money by ‘spending less and achieving the best’. Appointed 

by the Bangladesh president, Abdul Hamid, Ahmed enjoys 
constitutionally guaranteed freedom and is able to conduct 
audits in his own way.   

From 1981 through 2011, he was mostly involved in 
administrative work, trying to achieve development goals set in 
the government’s planning and policy documents, developing 
his expertise as an auditor on the job.

His current role, however, is to audit the expenditure of more 
than a dozen government offices that he once served, from 
posts and telecommunications and shipping to foreign affairs, 
economic relations and planning.

‘This is quite different,’ he says. ‘Now as comptroller and 
auditor general, my colleagues and I audit expenditures of the 
same departments and divisions.’

An author and musician, his latest novel, Dusk, Dawn and 
Liberation, has just been published. It sheds light on the 1971 
war that led to the country’s independence from Pakistan.

He says that a key inspiration in his life has been the country’s 
first president and ‘father of the nation’ Sheikh Mujibur Rahman, 
from whom he learnt ‘how a Herculean job could be done’. ■

AZM Anas, journalist based in Dhaka
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Talent’s shifting tides
The economic partnership between the Gulf nations and South Asia benefits both sides, 
but upturns in India and Pakistan and growing political tensions have still to play out

supplier of foreign talent to the region – over Saudi Arabia’s 
military intervention in Yemen, while economic revival in South 
Asia is keeping more workers at home. 

Talent magnet
The human resources flow from South Asia to the Gulf states has 
been going on for decades, having a profound impact on the 
demographic makeup of these states, explains Monis Rahman, 
chief executive of Rozee.pk, an online job search firm based 
in Pakistan, which says it has placed over a million people in 
jobs since it was created in 2007. ‘About a third of the Saudi 
population is composed of immigrant workers – a total of around 
nine million expats,’ he says. ‘Of those, roughly 1.6 million are 
from India and close to 1.5 million from Pakistan.’ 

In parts of the Gulf, foreign workers outnumber the natives 
by a ratio of three to one, Mirza reckons. Few other parts of the 
globe are so reliant on outsiders. While the influx started with 
semi-skilled and unskilled workers, in recent years it has been 
followed by a wave of white-collar workers. Rahman reckons 
that around 300,000 of the Pakistanis in Saudi Arabia are 
professionals. ‘There is still a certain degree of stereotyping that 
goes on, with employers thinking about Indians for IT, Lebanese 

Synergy is one of the most overused words in the 
business lexicon, typically trundled out to justify 
the union of two companies with complementary 

operations. But the economic partnership between the 
Gulf nations and South Asia suggests the word should be 
used more often for economic regions. These two zones 
are so dissimilar as to make a near-perfect pairing, often 
compensating for each other’s deficiencies. On the one 
side are the populous emerging South Asian nations – 
including India, Pakistan, Bangladesh and Sri Lanka – with an 
abundance of labour, both skilled and unskilled. On the other 
are the mostly oil-rich Gulf nations, eager to diversify their 
economies beyond petrochemicals yet lacking the necessary 
skills to do so. 

‘The common thread between these regions is the mutually 
beneficial movement of labour,’ says Arif Mirza, ACCA regional 
head of policy for the Middle East, North Africa and South 
Asia region (MENASA). ‘Yet this is a relationship that is in flux.’ 
Arab nations, including Saudi Arabia, are eager to increase 
professional opportunities for their own people – especially after 
the Arab Spring uprisings. There are also mounting political 
tensions between the Gulf nations and Pakistan – long a top 

◄ India’s ocean 
of talent 
Even though business 
confidence in India has 
been rising under prime 
minister Narendra Modi 
(centre), Indians still flock to 
the Gulf for work
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for sales, and Pakistanis for accounting,’ he says. 
In the case of Pakistan the reputation for accounting 

excellence is justified, says Nauman Mian, CFO at Bayt.com, a 
prominent Middle East jobs site. ‘Pakistan was an early adopter 
of International Financial Reporting Standards, even before the 
UK,’ he says. ‘It has produced an abundance of ACCA-qualified 
professionals, more than the relatively slow-growing local 
economy could absorb. As a result the country has become a big 
exporter of accounting talent.’ 

As with most mass movements of labour, there has been both 
push and pull. The pull side from the Gulf derives largely from its 
superior earnings potential. An ACCA graduate 
can earn about US$650 a month inside Pakistan, 
Rahman estimates, and about five times in the 
Middle East. What’s more, the cost of living 
can be surprisingly modest, even in expensive 
cities like Dubai. ‘You often have five or six 
accountants sharing an apartment, along with 
accommodation costs and expenses,’ Mirza says. 

The success of one wave of professional 
migrants has made it easier for those who 
follow. Expat South Asians have developed large 

networks that suck in more compatriots. ‘There is an informal 
broadcasting of job opportunities with a lot of hiring done 
through these communities,’ Mirza says. ‘Pakistanis, Bangladeshis 
and Sri Lankans often help recruit acquaintances or friends back 
home.’ Technology has recently become an important part of the 
jigsaw. Linkedln and Facebook mean expats no longer need to 
rely solely on family and friends. 

Close to home
Skilled workers in South Asia will often use holidays to search for 
jobs, picking up SIM cards in Dubai, for example, to keep in touch 

with employers over there. Pakistan’s main cities are 
also a relatively short flight from the Middle East. 
From Karachi to Dubai is roughly an hour. 

There have also been push factors propelling 
labour out of South Asia. Pakistan’s economy, for 
example, has only recently started to improve 
after years of feeble growth. Yet the current 
modest pace of expansion, below 4% a year since 
2008, makes its progress appear better than it 
actually is, says Mian. ‘If you adjust for population 
growth, things look even worse,’ he points out. » 

▼ Pakistan’s 
economic boost 
On a state visit to Pakistan 
last April, Xi Jinping’s 
announcement that 
China would be investing 
US$46bn in infrastructure 
projects in the country 
helped lift the GDP forecast 

17

07/2015 Accounting and Business

MENASA economics | Focus

INT_F_MENASAEconomics.indd   17 17/06/2015   13:33



by cheaper oil. And Modi has pledged to make India a more 
amenable place for business. 

‘Chipping away at the bureaucracy that stifles Indian business 
is obviously a multi-year process,’ says Shilan Shah, India analyst 
at Capital Economics. ‘Even so, the country is finally moving in 
the right direction.’ 

There are even hopes for Iran, whose economy is up to 20% 
smaller than it would have been without the sanctions imposed 
after 2010, according to the US Congressional Research Service. 
A deal on the nation’s nuclear programme now promises to 
reduce restrictions on Iran, heralding a period of strong growth. 

Overall, the forces pushing workers 
out of South Asia have abated in recent 
years. At the same time, many Arab 
nations have been intensifying efforts 
to place their own nationals in top 
professional jobs, limiting their reliance 
on outsiders. 

‘There has been a huge focus on 
developing indigenous talent,’ says 
Stuart Dunlop, ACCA market director 
for the MENASA region. ‘It remains to 
be seen whether recent attempts at 
skills capacity building will achieve this.’ 

The most prominent campaign to 
promote native workers has been in 
Saudi Arabia. ‘This drive is going to 
have an impact,’ warns Rahman. ‘We 
have seen incidents of people from 

An additional incentive to seek opportunities elsewhere comes 
from worries over law and order in parts of the country. Pakistan 
also suffers from regular electricity blackouts. 

Recently, however, the mood has changed for the better, says 
Rahman. ‘There have been operations to calm the situation in the 
south by the security forces, the economy has also stabilised and 
the Chinese have launched a major investment in the country.’ 

On a visit to Pakistan in April, Chinese president Xi Jinping 
announced a US$46bn infrastructure investment in the country. 
The International Monetary Fund now expects Pakistan’s GDP 
to expand by 4.7% in 2016, the highest rate for eight years. 
The fall in the oil price has also been 
a huge boon. The nation imported 
a net US$12.6bn of crude in 2013/14 
– equivalent to around 5% of GDP. If 
prices stay close to those prevailing 
in mid-May 2015, the country will save 
around US$12bn over the coming three 
years, according to IMF estimates. 

India
India’s economic fortunes have also 
started to look brighter. Under the 
reforming leadership of prime minister 
Narendra Modi, confidence has been 
rising. Inflation has come under control, 
allowing the central bank to cut interest 
rates. A ballooning current account 
deficit has narrowed sharply, aided 

► Forging new cities 
for the nation
India’s ‘once-in-a-
generation’ urbanisation 
drive to construct 100 
‘smart’ cities by 2022 is 
sucking in cheap steel 
imports from China

Many Arab 
nations have 

been intensifying 
efforts to place 

their own 
nationals in top 

professional jobs

18 Focus | MENASA economics

Accounting and Business 07/2015

INT_F_MENASAEconomics.indd   18 17/06/2015   13:34



Recruitment experts agree that the bulk of Saudis are less 
attracted to specialised functions like accounting and finance, 
setting their sights instead on higher management positions. 
And the economies of the region have so far coped relatively 
well with the decline in the oil price, so demand for outside 
labour has remained high, Rahman believes. 

Other developments will also foster South Asian talent. 
The Gulf nations have been attempting to improve accounting 
standards, transparency and governance. ‘They are aspiring to 
reach western standards of investor confidence,’ says Rahman. 

The UAE is the standard bearer for high-quality institutions and 
financial trust. ‘This is the area’s shining light in terms of investor 
confidence and ease of doing business,’ says Jason Tuvey, Middle 
East analyst at Capital Economics. ‘Still, the likes of Oman and 
Qatar have been taking some of these lessons on board.’ 

Alongside this drive, the Gulf nations have been seeking 
to foster more small and medium-sized enterprises, another 
expertise-intensive venture. ‘To grow, these fledgling companies 
need access to plenty of accounting savvy,’ says Mirza. ‘Survival 
of companies in the first few years often revolves around how 
well companies can manage their cash and working capital.’ 

The bottom line is that the synergy between South Asia and 
the Gulf remains compelling. To put it another way, there is no 
reason for a demerger. 

‘This is an economic relationship that has been hugely 
valuable to both sides over the past decades,’ says Mirza. ‘It will 
continue to serve these zones well for decades to come.’ ■

Christopher Fitzgerald and Fernando Florez, journalists

Pakistan going all the way to the country for a promised job only 
to have their appointment blocked by the ministry of labour and 
so returning home one month later.’ 

He estimates that Saudi Arabia has around 100,000 students 
on scholarships in the US alone and aims to boost the number of 
professional accountants, to take just one example. 

In addition, the economic fortunes of the Gulf nations have 
undeniably been dented by the weaker price of Brent crude. 
The price of oil fell from over US$100 a barrel in the summer 
of 2014 to around US$65 in mid-May 2015. Most Gulf nations 
have financial reserves to weather the fall for a while. Qatar, for 
example, is still on track to achieve non-oil GDP growth of 10.7%, 
the IMF believes. But without a higher oil price over the long run, 
cutbacks in government spending could ultimately lead to lower 
growth and so weaker demand for imported talent. 

Political tensions may also throw a spanner in the works. The 
rise of Islamic State and Saudi Arabia’s intervention in the civil 
war in Yemen have become sources of friction between the Gulf 
nations and Pakistan in particular. 

Learning curve
However, such looming threats have not yet significantly 
impeded the flow of labour, despite the frustration of some 
workers, who have faced immigration hurdles. For a start, the 
process of training native Gulf Arabs to fill highly skilled finance 
positions is not something that can be achieved overnight, as 
Mirza points out. ‘It is also not easy to convince many Arabs to 
acquire these technical skills. The public sector has long been a 
good paymaster.’

◄ Hub hotspot
Within easy distance of 
Pakistan – it’s an hour’s 
flight from Karachi – Dubai 
airport is one of the world’s 
busiest, and handled 70 
million passengers last year

19

07/2015 Accounting and Business

MENASA economics | Focus

INT_F_MENASAEconomics.indd   19 17/06/2015   13:34



A heads-up from the US
The US experience of implementing the Dodd-Frank requirements for conflict minerals 
reporting offers lessons for Europe in tackling the issue, says Ramona Dzinkowski

On 20 May, the European Parliament 
voted for mandatory disclosure 
requirements for EU companies whose 
products contain conflict minerals from 
the Democratic Republic of Congo 
(DRC) and adjoining countries. 

The aim is to prevent the trade in 
3TG (tantalum, tin, tungsten and gold) 
from funding armed groups known to 
commit human rights abuses in these 
regions. 3TG are most commonly found 
in consumer electronics such as laptops, 
tablets and smartphones. US companies, 
in compliance with the US Dodd-Frank 
Act, began submitting conflict minerals 
reports in May of 2014, and were required 
to submit their second report  by 1 June 
2015. In 2014 a total of 1,321 companies 
filed reports with the US Securities and 
Exchange Commission (SEC). 

So what lessons can be learned from 
the US experience? Here is a summary.

Interest groups may argue against 
compliance on legal grounds. In the case 
of National Association of Manufacturers 
v SEC, an industry-led lawsuit challenging 
the SEC’s conflict minerals rule, a US Court 
of Appeal for the District of Columbia 
Circuit decided in April 2014 that the 
requirement for companies to describe 
their products as ‘not been found to be 
DRC conflict free’, is unconstitutional. The 
circuit court remanded the case to the 
district court where it was appealed for 
further consideration. No decision had 
been made at the time of writing. 

Determining the source of 3TG across 
the supply chain is no easy feat. In its 
conflict minerals report covering 2014, 
Philips explains the complexity of its 

supply chain. In a typical case, there may 
be seven or more tiers in the supply chain 
between a 3TG mine and Philips’ first-tier 
suppliers. In addition, one or more of the 
3TG metals are contained in most Philips 
products, usually in small quantities. 

Initial efforts to disclose have fallen 
short of the mark. According to an April 
2015 Amnesty International report, first-
year disclosure of conflict minerals was 
disappointing. In a review of 100 conflict 
minerals reports filed with the SEC, 79 
failed to meet the minimum requirements 
of the law. It also claimed that most 
companies are not doing enough to map 
out the supply chain of the minerals they 
purchase, with only 16% going beyond 
their direct suppliers to contact the 
smelters that process the minerals. 

It also remains uncertain as to how 
the law is helping to solve the issue. 
While recent research claims that the 
Dodd-Frank Act has contributed greatly 
to reducing the funding to armed groups 
from 3TG, the difficulty in tracing the 
source of conflict minerals may have had 
a dampening effect. For example, Philips 
was only able to identify 135 smelters 
(53% of the total) in its supply chain with 
conflict-free status.  

We look forward to year two of 
reporting in the US with interest. In 
the EU, following the 20 May vote for 
mandatory certification, the European 
Parliament will enter into negotiations 
with the national ministers in the Council 
of the EU to agree the final legislation 
around conflict minerals reporting. ■

For more information:

Amnesty International’s Digging  
For Transparency report:

tinyurl.com/Amnesty-digging

Philips Conflict Minerals Report: 
tinyurl.com/Philips-conflict

 The Impact of Dodd-Frank and 
Conflict Minerals Reforms on 

Eastern Congo’s Conflict:  
tinyurl.com/Enough-impact  

Ramona Dzinkowski is a 
Canadian economist and 

editor-in-chief of  
the Sustainable 

Accounting Review
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Upsizing science
With little R&D capital and a talent outflow more like a downpour than a drain, Africa’s 
impact on science has been woefully small, but that’s all changing, says Alnoor Amlani

Africa does not have a reputation for 
scientific achievement. 

Reddit.com draws up a list of the top 
40 countries in terms of scientific papers 
published per capita. It is dominated 
by the Western world, with the Nordic 
countries, the American continent and 
Europe leading, followed by a few Asian 
pioneers. In 2014 the only African nations 
that featured were South Africa and 
Egypt, ranked at 35 and 39 respectively 
(India was 40), with a minuscule total of 
6,988 and 5,592 papers respectively. The 
year before Egypt did not even make it 
onto the list.

On a continent still struggling with 
widespread poverty, health and other 
issues, it comes as no surprise that 
scientific research is not a priority. Yet it 
is clear that without good science these 
problems will not be overcome. 

In 2006 the African Union endorsed a 
new target for African countries to spend 
1% of their national budgets on research 
and development. Four years later the 
organisation reported that only Malawi, 
Uganda and South Africa had managed to 
hit that target in 2007, the latest year for 
which data was available.

But low levels of funding are not the 
only problem. Brain drain also plays 
a major part. In 2009 members of the 
Network of African Science Academies 
(NASAC) reported that one-third of 
all African scientists live and work in 
developed countries. They called on 
the G8 summit to increase investment 
in science and ensure better global 
cooperation to correct the imbalance.

These efforts are bearing fruit, with 
some interesting projects initiated:

* Bio-technology in agriculture and 
medicine is a focus of research, with 
ongoing clinical trials on HIV/AIDS 
drugs, TB and malaria, as well as 
research on developing new varieties 
of banana, cotton and rice with better 
disease resistance and higher yields. 

* Uganda has gained US$30m in low-
interest loans as part of the World 
Bank’s Millennium Science Initiative, 
which paid for the training of 102 

scientists and engineers at master’s 
and doctorate levels. Among the 
research projects funded was one for 
a malaria vaccine, which has been 
successfully tested on baboons.

* In 2010, Tanzania’s president Jakaya 
Kikwete announced a 30-fold 
increase in funding to US$20m for 
the Commission for Science and 
Technology (COSTECH) to support 
200 new PhD and master’s students, 
agricultural research and technology 
transfer projects.

* In 2011, Nigeria’s immediate former 
president Goodluck Jonathan, who 
holds a doctorate in zoology, approved 
a US$5m R&D grant to the Nigerian 
Academy of Science. 

* In 2012, South Africa won a global bid 
to host the Square Kilometre Array, the 

world’s largest radio telescope project, 
which is currently being installed in 
eight sub-Saharan countries as well as 
Australia and New Zealand. 

* The Next Einstein Initiative at 
the South Africa-based African 
Institute for Mathematical Sciences 
is already turning out hundreds of 
top-notch scientists every year at 
five postgraduate centres across the 
continent, each specialising in an area 
related to African development. 

Despite the fact that most African 
countries are starting from a low base and 
still spend only a tiny proportion of their 
GDP on scientific research, these types 
of initiatives are luring talented African 
scientists back from across the world 
to lead a renaissance in science on the 
African continent. ■

Alnoor Amlani FCCA 
is a director of The 

Numberworks, a financial 
management consultancy 
practice based in Nairobi
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Serving the public interest
The public sector faces huge challenges, and those in finance roles in this sector are 
having to adapt their skills to cope, says ACCA president Anthony Harbinson

For decades ACCA has been extolling 
the virtues of global standards in 
business. It’s pretty well accepted now 
that a level playing field brings many 
benefits for businesses – not just in 
how they interact with suppliers and 
customers but also in how they attract 
inward investment. 

The public sector – where I and many 
thousands of my fellow ACCA members 
work – has not been so lucky and has 
been lagging behind in this area. That, 
though, may be about to change, and I 
am delighted that ACCA will be part of 
that change. 

Recently I have been speaking on 
the importance of global standards in 
helping to revolutionise the public sector. 
While the focus of the initiative is the 
development of global standards, the 
foundation for change will be built on the 
expertise of finance professionals working 
in the sector. 

These changes come at a time of great 
challenges: the sector faces austerity, 
ageing populations, rising healthcare 
costs, reform of welfare support and 
much more. Meanwhile expectations of 
public services are growing, as are calls for 
improvements in the accountability and 
transparency of public funds. 

I am proud of the key role ACCA 
has played in looking at how public 
services might be transformed to meet 
the new reality. Our research shows that 
– given the pace of change and size of 

expenditure – it is critical that finance 
professionals in the sector have the right 
skills to deal with the challenges. It also 
shows that it is critical to have global 
standards in the public sector. 

ACCA fully supports International 
Public Sector Accounting Standards 
(IPSAS), which is why we have been 
working on the development of an 
IPSAS certificate to help public sector 
organisations train staff and meet the 
challenges of implementing them. 

But while new standards are key to 
the drive, they are not the whole picture: 
there is also a human element to address.  

Not only must the public sector produce 
usable, readable accounts and reports that 
give the necessary level of information, but 
the public too must be empowered and 
educated to engage with them. 

That places an onus on us as finance 
professionals to play a leading role in 
developing financial literacy in both the 
public service and the public it serves to 
ensure they understand the changes that 
we are making on their behalf. ■ 

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

The foundation
for change will

be built on
the expertise

of finance
professionals

working in the
public sector 
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Snapshot: transport 
and logistics
For fi nance teams within transport 
and logistics companies, managing 
costs is a central issue. Fuel costs 
are a signifi cant 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 effi cient 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, UK leader for 
transport and logistics at PwC

The view from
Malik Razeek, chief executive of ExecuTrain in Doha, Qatar, 
and former head of finance for an Indian manufacturer

I don’t stay in the offi ce unless I 
absolutely have to. My job is about 
winning business, so apart from the 
occasional half-day lecture, my priority 
is to be out at clients’ premises. The 
professional and business training sector 
is extremely competitive in Qatar, and 
although we’ve achieved a lot in a short 
time – becoming the main player in 
less than four years – it’s an ongoing 
challenge, especially as there are viable 
options for employers close by in Dubai. 
Of course, no new business is yours 
forever – you are always looking for 
ways to keep pace with the challenges 
your clients face. Some of Qatar’s most 
prestigious organisations entrust us 
with getting their students through 
professional exams, or supporting their 
talent management programmes with 
soft skills or technology training. It’s not 
a price-sensitive market – everything is 
focused 100% on quality.

Talent shortages are shaping demand for 
professional and business training. Under 
the government’s Qatarization programme, 
young people are getting the technical 
skills they need – but if you benchmark 
individuals in some organisations against 
typical CFO qualities, the signs are 
alarming. As the state does more to curb 
monopolies and open up certain sectors 
to competition, the calibre of fi nance 
professionals may dictate which employers 
adapt successfully. 

I could have stayed in tutoring but 
I enjoy networking and business 
development too much. I became 
a company director at a young age, 
gradually taking on more responsibility 
for coordinating classes, then becoming 
a course administrator, then developing 
materials – but when the organisation 
I worked for relocated to the UAE and 
other investors here discussed launching 
a new fi nance training service, I grabbed 
the chance. I love getting to know new 
people and developing relationships – 
they’re opportunities not just to make 
contacts, but to show your dedication and 
capability to deliver.

I proactively sought multinational 
experience, and it pays off nearly 
every day. After working for the Big 
Four in Sri Lanka and the Maldives, I 
built up experience in corporate training 
throughout the Gulf, before leading a 
project in central Africa for an Indian 
manufacturer, as head of fi nance and 
operations. This meant stepping away 
from the training sector for 18 months, 
working in Uganda, Sudan and Congo 
and setting myself new personal goals 
in terms of performance, new skills and 
relationship-building. The exposure to 
such a variety of people, cultures and 
business practices – different ways of 
brokering deals or making arguments – 
means that today, whether I’m liaising with 
high-net-worth foreigners, overseas bank 
executives, global CEOs or regional heads 
of learning and development, I have a rich 
set of insights. Cross-border experience 
gives me confi dence and enables me to 
come up with workable solutions for my 
international clients. ■

Duty to report

Explore the reporting and 
information challenges for prompt 
payment disclosure via ACCA and 
CICM’s 60-minute webinar
www.accaglobal.com/ab/202
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Making small loans work
Siddique Ahmed of microfinance organisation FINCA explains the need for auditors to 
rethink the standard audit conceptions when working with low-income entrepreneurs

Like any bank, a microfinance institution 
is only useful so long as it meets the 
needs of its customers. In the Middle 
East and South Asia (MESA) region, 
that means both the obvious (such as 
adapting to economic and political 
trends and technological advances) and 
the specific (such as creating products 
that respond to religious principles). 
But above all, clients must be confident 
in the quality of the services they are 
being offered.

The overall goals of the auditing 
department are the same as for any 
organisation. However, determining the 
best way to audit a constantly evolving 
suite of microfinance services – and assure 
customers of that consistent quality – has 
been a new frontier entirely, says Siddique 
Ahmed, FINCA’s regional audit manager 
for Africa and MESA. It is a process he has 
helped pioneer over the past decade.

Based in Washington DC, FINCA is 
one of the leaders in the microfinance 
industry, which provides financial services, 
especially microloans, to the world’s 
poorest people. Ahmed, who works out 
of Islamabad, Pakistan, has been with the 
institution since 2005, only 18 months after 
it entered the MESA region. Its MESA 
operation now boasts more than 347,000 
clients across three countries with a loan 
portfolio of approximately US$84m. 

Despite operating in an ‘industry 
where inherent risk is relatively higher’, 
Ahmed is confident that his team has 

‘been able to develop an auditing 
methodology which suits the industry’ and 
the regions where he works.

At a time when there is a growing 
expectation that microfinance companies 
will be more than just lending institutions, 
the challenge is how to securely guide 
that evolution, he tells Accounting and 
Business during a business trip he is 
making to Kampala, Uganda.

A different world
Auditing in microfinance is ‘a different 
world’, Ahmed says. ‘For every new 
auditor that we hire, their first question is, 
why do you have so many auditors? You 
see big companies who have an internal 
audit department of a few people and 
the balance sheet runs into billions of 
dollars. But then you see a microfinance 
institution, which may be small in dollar 
terms, with a large team of auditors.’

It is the nature of the industry, he 
explains. The clients that microfinance 
institutions recruit ‘may not have a proper 
ID or a registered business address or 
anything material to offer as collateral’, 
but the industry’s philosophy is that 
the absence of those things shouldn’t 
exclude them from loans or other banking 
services. So microfinance institutions have 
developed models for addressing these 
gaps, especially the group loan that has 
become the hallmark of the industry. 

The auditor is responsible for 
evaluating and improving the 
effectiveness of three key processes 
– governance, controls and risk 
management. And given the group 
loan model, the microfinance institution 

is likely to have a lot more clients than 
a conventional bank. That means 
auditing an unbiased sample can require 
substantial travel – often over unpaved 
roads – tracking down clients, many of 
whom do not have proper addresses.

Though microfinance auditors face a 
‘challenging task’, Ahmed says that they 
see ‘that the risks are actually in the field, 
not in the files sitting at the head office or 
branch offices’.

There have been other surprises in 
the job as well, including the need to 
rethink – and redefine – standard industry 
conceptions. As a certified fraud manager, 
Ahmed might become suspicious of a 
microfinance client who, upon receiving 
a loan, turns around and pays a dowry 
to get his son married. But for many 
microfinance clients, he says, ‘cashflows 
are complicated. They do not keep the 
cashflows of the business separate from 
the cashflows of their personal account.’ 
Therefore, the funds used for payment of 
a dowry might be from a central fungible 
pool generated by business income and 
loan funds.

As long as clients continue to invest 
in and grow their business, Ahmed may 
determine that what initially appeared 
to be fraud was actually not. ‘If the client 
has been transparent and the loan officer 
has documented everything, we should 
be fine.’

Even the accounting sector, which 
Ahmed audits, requires some unexpected 
considerations. While the microfinance 
sector adheres to global standards, 
including International Financial Reporting 
Standards, the work still raises some 

‘The risks are 
actually in the 

field, not in the 
files sitting at the 

head office or 
branch offices’

Siddique Ahmed, 38, joined KPMG Pakistan in 2000 
and worked there until 2004. After a brief stint as 
chief accountant for Afghan Wireless Communications 
Company, he took over as FINCA’s country audit 
manager in Afghanistan in 2005. Three years later, he 
was promoted to audit manager for the Middle East and 
South Asia region, with his portfolio expanding to include 
Africa in 2012. He is a certified fraud examiner, professional internal auditor 
and financial consultant.
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surprising questions, including deciding 
who the loan recipient is. 

For instance, if the loan is going to a 
group of people, should it be recorded 
once or is each recipient listed separately? 
Auditing in these cases calls for flexibility, 
Ahmed says, based on country regulations 
and the risk within the portfolio.

Ahmed’s role in FINCA has grown 
alongside the institution’s expansion in 
the MESA region. He took over as audit 
manager of MESA in 2008 and was part of 
the due diligence team that guided the 
institution’s expansion into Jordan in 2007 
and Pakistan in 2013. 

Now he manages nearly 40 people 
across nine countries, ensuring that 
auditing methodology is implemented 
consistently in each – while taking into 
account individual country policies and 
cultural requirements.

Islamic-friendly
In two MESA countries – Jordan and 
Afghanistan – that includes Islamic-
friendly banking services, where 
customers can access a sale-and-purchase 
agreement. The microfinance institution 
will buy a product, usually inventory, for 
a client and allow the client to pay for it 
over a series of instalments.

Because extra work is required of staff, 
such products may be more expensive 
than a conventional microloan, but 
Ahmed says it actually makes the auditor’s 
work easier. Since no money changes 
hands, there is no opportunity for a client 
to spend on non-business purposes. More 
importantly, ‘you’re giving clients the 
comfort that they’re taking a loan which is 
in line with their religious beliefs’.

In crafting their products, microfinance 
institutions operating in MESA must also 
take into account the variety of industries 
in which potential clients are involved. 
Ahmed offers Afghanistan’s Jalalabad 
province, where the economy is largely 
driven by agriculture, as an example. 
Because farmers have irregular income, 
depending on harvests, successfully 
expanding to that region means ‘you have 
to align your cashflows with the client’s 
cashflows’. That may require a ‘bullet 
loan’, for example, with repayment made 
in one lump sum at the end of the term 
after the harvest has come in.

It also means remaining attuned to 
evolving geopolitical conditions. One 
of the biggest changes Ahmed has 
witnessed in the region is the influx of 
refugees from Syria and Iraq. ‘There » 
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Basics

are more jobless people, there are more 
small businesses.’ But the response 
should be the same: ‘A need to develop 
your products or modify your products to 
answer the needs of those people.’

Over the past decade, that has meant 
more than just changing the structure of 
the loans on offer, but also introducing 
completely new services.

In 2013, FINCA bought a bank in 
Pakistan to take micro deposits in the 
country. It now offers micro-insurance 
services in some places. And it is 
exploring ways of digitally collecting 
loan repayments, which could save loan 
officers hours – even days – of travel.

‘It’s becoming more efficient and 
complicated,’ Ahmed says. ‘Complicated 
at first and then it can become more 
efficient.’ For his team, the complication 
is figuring out how to properly safeguard 
each new product or service. It is critical, 
he says, that audit is involved in the 
process from the beginning, so auditors 
have input over the governance, risk 
management, controls and the overall 
design of any new product.

And then there are the changes that 
are driven by unforeseeable events. Many 
microfinance institutions are still not-for-

For more information:

www.finca.org

profits and depend on donor funding 
to sustain their operations. The global 
recession dried up a lot of donor funding 
to the sector, resulting in a ‘lack of free or 
cheap money for microfinance to grow’.

That has spurred efforts to make 
microfinance institutions more efficient, 
including a rise in express lending, 
heightening the risk that ‘loan officers or 
the branch staff are not going to follow the 
policy as they’re supposed to because they 
are under pressure to expand’.

Ahmed says that before any 
efficiencies are introduced, it is an 

* FINCA is a leading international microfinance institution, 
offering financial services and products to small-scale 
businesses that have been turned down by traditional 
banks, so that these businesses can start, grow and 
diversify with resulting increases in family income, 
nutrition, employment and well-being. 

* FINCA pioneered the ‘village banking’ method of credit delivery, now used 
by hundreds of organisations worldwide. 

* It operates subsidiaries in 23 countries across Africa, Eurasia, the 
Middle East, South Asia and Latin America, serving over one and a half 
million people.

auditor’s job to discuss any potential 
changes with the institution’s managers 
to see if there are other ways to improve 
performance without sacrificing essential 
financial controls. 

The bottom line is this: ‘You have to be 
proactive in mitigating the risks.’ ■

Andrew Green, journalist based in 
Kampala
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Changing times 

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

Snapshot: corporate 
finance
Global M&A volumes and values 
of transactions are showing robust 
performance. In the fi rst 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 fi ndings, this step up in 
deal values is consistent with CFOs 
telling us they are more confi dent 
than they have been in fi ve 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 
fi nance 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

The view from
Govind Jha FCCA, audit manager at RSM Mezan in Doha, 
Qatar, and keen assembler of the right teams

I advise national and international 
companies looking to grow their 
businesses in Qatar. Everything has 
been moving so fast here; capital 
investment in infrastructure, construction 
and engineering present opportunities 
for organisations large and small. But 
alongside essential commercial and 
performance considerations, leadership 
teams in those companies need to know 
that they are complying with Qatar’s 
fi nancial reporting and tax regulations 
as well as legislative requirements. It’s 
important for reinforcing their own 
corporate governance credentials to 
stakeholders and potential investors.

Assembling the right mix of people for 
a particular client or assignment is a 
major part of my role. There are often 
multifunction and multicultural factors to 
take into account: businesses here are not 
just Qatari but have origins elsewhere. 
That could require me to assign people 
with individual exposure to certain 
industries or markets, or with fl uency in a 
specifi c language. It’s a demanding aspect 
of any leadership job but one that I enjoy.

The professional services market is 
becoming more competitive, and 
naturally that requires adaptability 
and innovative thinking. As well as 
established large, second-tier and local 
fi rms, there is competition from fi rms from 
the UAE looking at the Qatar market. 

For me, that means striking a balance 
between the price-competitiveness and 
personalised service of smaller practices 
with the capability, methodology and 
resources of an international network. 
It calls for networking, infl uencing 
and collaborative skills from those in 
management positions, and since our 
own client portfolio spans SMEs and 
global corporations, each approach to 
winning new business or securing existing 
business has to be highly tailored. It’s 
the approach you take when discussing 
clients’ business objectives that ultimately 
determines their satisfaction. Yes, 
technical delivery is crucial – but it has 
to follow on from those conversations. 
Are you listening? Does your analysis 
demonstrate that you understand? 

Adding value means thinking ahead 
on behalf of your clients. In Qatar, 
many of the large multinationals whose 
fi rst activity here centres on major 
infrastructure projects inevitably seek to 
deploy their resources elsewhere, once 
those projects are near completion. 
That might require drawing up feasibility 
studies for joint venture partnerships or 
conducting due diligence exercises with 
regard to complying with complex foreign 
investment regulations. I even fi nd myself 
recalling knowledge gained from ACCA’s 
corporate and business law syllabus 
before referring to associates in our legal 
team! For me, advising on those value-
add aspects are equally important but in 
different ways when advising local clients 
– family fi rms and growing companies 
whose priorities could focus on setting 
overall strategy, penetrating new markets, 
improving fi nancial control structures or 
managing operational risk. ■
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After the revolution
As political stability returns to Egypt, greater adoption of international accounting 
standards is seen as a key factor in galvanising the economy and foreign investment

With the dust settling in post-
revolutionary Egypt, economic reforms 
are on the agenda as the country seeks 
more foreign investment to get back 
on its feet. Improving auditing and 
accounting standards is on the to-do 
list to bolster capital inflows and the 
domestic economy.

Egypt has been on a rollercoaster ride 
since the uprising that ousted long-term 
president Hosni Mubarak in January 2011. 
The Muslim Brotherhood came to power 
in the elections a year later, ushering 
in a period of uncertainty. In July 2013, 
Mohamed Morsi, who had been elected 
president just 12 months before, was 
put under house arrest following major 
demonstrations. The leader of the coup, 
army chief Abdel Fattah Sisi, was elected 
president in May 2014. 

The political turbulence has 
discouraged foreign direct investment 
(FDI), which dwindled from US$6.8bn 
in 2010 to around US$3bn in 2012 and 
2013 (according to Central Bank of Egypt 
figures), and only gradually returned to 
something like its pre-revolution levels in 
2014, when the World Bank valued FDI at 
US$5.53bn. However, economic growth is 
still sluggish, way below what is needed 
to absorb the 700,000 new entrants 
entering the workforce annually as a result 
of Egypt’s population growth, according 
to the government’s Central Agency for 
Public Mobilisation and Statistics.

Meanwhile, the International Monetary 
Fund (IMF) says that Egyptian foreign 
exchange reserves plunged by 50% 
between January 2011 and late 2014, 
and the US dollar exchange rate for the 
Egyptian pound has fallen from 5.70 in 
2010 to 7.60 at the time of writing.

Numerous laws and reforms have been 
delayed because of the political instability. 
The new government is now planning to 
reintroduce legislation and some laws 
previously proposed under the Mubarak 
regime, such as a new investment law and 
an amended companies law. Over the past 
year, the Egyptian Institute of Directors, 
part of the Egyptian Financial Supervisory 
Authority, has drafted an updated code 

► All souk up
After a revolution in 2011 
and a coup three years 
later engulfed Egypt in 
political turbulence that 
is still felt, merchants in 
Cairo’s Khan el Khalili 
bazaar are keen to see 
the tourists flock back
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of corporate governance, based on 
Organisation for Economic Cooperation 
and Development (OECD) guidelines, that 
should be enacted this year. 

There are also hopes that an Egyptian 
accounting standard for small and medium 
enterprises (SMEs), based on International 
Financial Reporting Standards (IFRS) for 
SMEs, proposed by the Egyptian Society 
of Accountants and Auditors prior to the 
revolution, will be implemented.

The supervisory authority has been 
active since its creation in 1997. In 2008 it 
established an audit oversight board. But 
while the financial sector is implementing 
international best practice, just 213 
companies are listed on the Egyptian 
Exchange, compared with hundreds of 
thousands of companies not audited to 
the same standards.

Mismatch
Khaled Dahawy, professor of accounting 
at the American University in Cairo, says: 
‘Unfortunately many SMEs are more 
interested in tax returns than income 
statements, so there’s a big mismatch with 
what we are asking to do. Accountants 
have become tax consultants.’

Microbusinesses, with fewer than 
four employees, make up an estimated 
91% of Egyptian enterprises, employing 
58% of the total workforce, while SMEs 
account for 8% of enterprises and 25% of 
the workforce, according to a Carnegie 
Middle East Center 2014 report, The 
private sector in postrevolution Egypt.

Mohanad Khaled FCCA, managing 
partner of BDO Khaled and ACCA 
voluntary representative for Egypt, says: 
‘SMEs are an area we need to work on, as 
they contribute 80% to 85% of the GDP. 
That is huge. Imagine how much we need 
(as accountants) to cater for, as well as the 
parallel economy we’re not aware of.’

Mohamed Farid, chairman and CEO 
of Dcode, an economic and financial 
consulting firm in Cairo, conservatively 
estimates that if the informal sector were 
brought into the general economy, there 
would be a 40% to 50% increase in GDP. 
But to do that, simplified accounting 
standards should be applied to ease 
the cost and resources burden on SMEs, 
and there would need to be awareness 
campaigns about accounting processes.

‘The ultimate point is how to expand 
the role of auditors rather than be only 

for listed companies and corporations,’ 
says Farid.

As for the formal business sector, 
IFRS-based accounting standards 
were adopted in 2007. ‘They are to a 
great extent compliant with IFRS – say 
95% – but there are four standards we 
couldn’t have translated due to legal and 
legislative reasons,’ says Khaled. 

The missing four
The four omissions are current cost 
accounting (except investments), certain 
employee deductions of profit sharing 
(by law, not through income statement), 
general reserves for banks, and financial 
leasing. Egyptian account leasing 
legislation contrasts sharply with IFRS. ‘We 
are still lobbying for legislative change on 
that as accountants,’ says Khaled.

Implementation of the new standards 
is patchy outside blue-chip and profitable 
boutique businesses, however, despite 
Egypt having a developed accounting 
sector. Local firms have been expanding 
internationally and the top 12 global firms 
all have a presence in the country.

The Egyptian Society of Accountants 
and Auditors (ESAA), part of the » 

◄ Biggest brother 
banished 
Muslim Brotherhood’s 
Mohamed Morsi, 
Egypt’s first ever 
democratically elected 
head of state, was 
deposed 12 months 
after taking office 
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International Federation of Accountants 
(IFAC), offers courses on the new 
standards to its 5,000 members, but there 
has been minimal IFRS outreach to the 
overall accounting community. 

‘That is just 5,000 out of 100,000 
accountants [in the country],’ Dahawy 
points out. ‘Many of our older gentlemen 
or ladies in accounting have no idea what 
the standards are. There needs to be 
mass education courses at low costs and 
with no exams, just pass or fail, as you 
can’t implement standards if people don’t 
know them.’ He would also like to see an 
accounting law defi ning the profession 
and qualifi cations.

Farid agrees it is not the rules and 
standards that need improving, but 
training. ‘There is room for improvement 
due to the vast number of personnel 
in this area and the diversity of their 
backgrounds [with a need for continuous 
training],’ he says.

As well as the usual tension between 
academic and technical training, 
Egypt faces particular issues. Different 
accounting standards are taught at 
universities, including IFRS, Certifi ed 
Public Accountant (CPA) standards and US 

GAAP, along with the Egyptian standards 
themselves, published in Arabic. 

The primary route to enter the 
profession is to train for three years at a 
fi rm and automatically become a certifi ed 
accountant after eight years. The second 
track is through the ESAA, which requires 
examinations over a three-year period.

Catch-22
Differences in courses, standards and 
language ability can bring complications. 
‘Now, even with CPA, the society asks you 
to sit two exams, law and tax, which is a 
disaster, as you may be fl uent enough in 
English for the CPA, but not fl uent enough 
in Arabic for the accounting and auditors 
exam. It’s a catch-22,’ says Dahawy.

Work was under way before 2011 to 
establish an Egyptian accounting body 
to govern the sector but, as with the 
SME standards, it was put on hold by the 
revolution. Khaled is hopeful that with 
more political stability and economic 
growth such a body will be created and 
other laws passed to drive development, 
including legislation on taxation, which 
is increasingly coming under global 
regulatory scrutiny.

Khaled says: ‘Accountants have their 
own ways to deal with tax matters, and 
that needs to change. It is on its way. It 
comes down to a number of things, the 
legal and administrative system. We have 
a reasonable legal framework; it is the 
administrative loopholes that, if I may say 
so, need to be mitigated.

‘One way to enforce taxation is if we 
make efforts towards introducing the 
parallel economy into the tax system.’

Dahawy sees an updated code 
of ethics as key to such change: ‘The 
previous code dates back to 1933, which 
is a disgrace. There is, in general, great 
confusion between what is legal and what 
is ethically correct, and there needs to be 
work to understand the difference.’

Such improvements would include 
greater oversight and enforcement of 
auditing laws. ‘I don’t recall anyone going 
to jail recently for an accounting problem, 
just one in 20 years,’ he says.

In the immediate term, Egypt has been 
pinning investment hopes on the results 
of the government-organised Egypt 
Economic Development Conference, held 
in March in the Red Sea resort of Sharm 
El-Sheikh. The aim of the conference 
was to attract US$10bn to US$20bn 
in investment, with some US$12bn 
earmarked for infrastructure projects, 
showing that Egypt is once again open 
for business. 

While there is optimism, low oil prices 
may mean less than expected investment 
from the oil-rich Gulf countries. Ongoing 
attacks within Egypt on the security 
forces, confl ict in neighbouring Libya, and 
instability in much of the Middle East may 
also infl uence investment commitments. 
In the medium term, greater adoption 
of international accounting standards 
could be critical in attracting FDI beyond 
infrastructure and high-profi le projects.

Dahawy says: ‘To get the FDI that 
Egypt needs, there should be the stamp 
of something the investor understands. 
It’s in everybody’s interest that we move 
to internationally accepted standards, and 
more than that, implement them, which 
we are fi ghting to do right now.’ ■

Paul Cochrane, journalist, in Cairo

For more information:

Carnegie Middle East Center 
2014 report, The private sector in 

postrevolution Egypt, is at 
tinyurl.com/PostRevEgypt

► Open for 
business
The Egypt Economic 
Development 
Conference in March 
attracted more than 
1,700 investors, 
government officials 
and consultants
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Fulfilling potential
The 3rd Africa Congress of Accountants in Mauritius heard calls for an increase in African 
accountants with the right values, better tax systems and more female professionals 

While many economies in Africa are expanding 
fast, accountants agree that the continent has to 
build its business reporting and administration to 

make sure the growth is sustainable. Indeed, the 3rd Africa 
Congress of Accountants (ACOA), staged in Mauritius from 
11 to 14 May, with ACCA as a gold sponsor, heard that this 
essential work is needed urgently, even as some countries 
remain marred by severe socio-political unrest, economic 
instability, poverty, famine and disease. 

Only by laying down good accounting practice from the 
outset can Africa’s newly growing industries integrate themselves 
into global economic networks. Africa’s economy is expected 
to grow by 4% this year, according to the World Bank. Growth is 
predicted to pick up in 2016 to reach 4.5%.

Speakers at the congress were optimistic that this preparatory 
work has kicked off in many countries, so that accountants 
can play an increasingly significant role in African businesses.
Accounting ethics, training and development, the promotion 

▲ Glass ceiling challenge 
IFAC president Olivia Kirtley 
called for African accountancy 
organisations to recruit more women
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of women, economic sustainability, 
infrastructure development and transparency 
were among the themes discussed.

ACCA president Anthony Harbinson 
FCCA said: ‘A well-run organisation is less 
prone to loss, inefficiency and the risk of 
fraud, and with the public sector still facing 
the implications of the global economic crisis 
of seven years ago, anything that we can do 
to provide public services to as many people as possible has to 
be welcome.’ 

Taiwo Oyedele FCCA, an ACCA Council member and head 
of tax and corporate advisory services at PwC Nigeria, said 
such capacity-building posed ‘challenges and opportunities 
for professional bodies such as ACCA, learning providers 
and businesses that will need to offer high-level learning and 
development support.’ Such work is essential ‘to ensure that 
Africa can fulfil its much talked about potential’, he added.

A key session in this regard was a debate on the development 
of sustainable national institutions and boosting human 
capacity. Here, speakers focused primarily on the roles of African 
accounting professionals and how they expect the profession 
to evolve in the coming years. A key concern was ensuring that 
accounting professionals do not become part of the problem, 
hindering the development of transparency rather than helping 
create open reporting, and committing ethical lapses of judgment.

Caroline Kigen, chair of the professional accountancy 
organisation development committee (PAODC) of the 
International Federation of Accountants (IFAC), stressed that the 
benefits of the growth in the continent be shared equitably to 
promote social stability. Accounting professionals could help in 
ensuring this takes place, she said.

Integrated reporting
One means of achieving this was highlighted by Jamil Ampomah, 
ACCA director for sub-Saharan Africa, who chaired a session 
on integrated reporting: ‘The integrated report should be a 
concise communication about how an 
organisation’s strategy, governance, 
performance and prospects, in the 
context of its external environment, lead 
to the creation of value in the short, 
medium and long term,’ he stressed. 
Such reports could help rebuild 
investors’ trust in corporate information, 
damaged by the global financial crisis, 
he said, noting investors ‘believed 
corporate environmental, social and 
governance performance information 
was not provided in any meaningful way 
that could be compared with figures 
for their peers’. These concerns can be 
especially damaging in Africa, where 
investment is needed desperately.

Jean Moira Awinja Wameyo, 

fiduciary services manager of the African 
Development Bank, agreed business and 
accounting systems should promote a 
more equitable share of wealth created by 
economic growth in Africa: ‘We have growth, 
but that doesn’t always translate into better 
lives for people,’ she said.

She said that the African continent has 
fewer than 100,000 professional accountants 

serving a population that already exceeds one billion. The 
congress heard how this meant there was a need, not just 
for more accounting education and training, but for the right 
values and ethics to be encouraged among African accounting 
professionals, creating an accounting infrastructure that boosts 
an effective business culture.

Awinja Wameyo called for greater synergy between African 
accounting professional organisations to help achieve these goals.

Revenue collection
Effective taxation was another key issue much discussed at 
the congress. The weakness of revenue collection in Africa 
has hamstrung the development of effective regulation and 
government in the past, but if effective, can provide a stable 
flow of revenue to finance development priorities such as 
strengthening physical infrastructure and good governance.

‘The challenge for African countries is finding the optimal 
balance between a tax regime that is business and investment 
friendly, and one which can leverage enough revenue for public 
service delivery to enhance the attractiveness of the economy,’ 
said Lee Burns, expert on corporate taxation and professor at 
Australia’s University of Sydney. He was the main speaker on a 
session on taxation and its impact on development in Africa. 

Professor Burns explained that ‘with the pace of development 
in Africa, very often taxation laws have not kept up with the pace 
of economic development’.

Fundamentally, tax policy shapes the environment in which 
international trade and investment take place, he noted. 

Of course, cutting across all these 
detailed and professional issues 
are the social realities of an African 
continent that still can be held back 
by tradition. One particular problem 
in many African countries is the tough 
obstacles put in the way of women 
becoming professionals, and – of 
concern especially to the congress – 
accountancy professionals.

Need for more women
Speaking on the theme of women and 
accountancy, current IFAC president 
Olivia Kirtley recalled that some decades 
ago, when she joined the profession in 
the US, the number of women working in 
accounting was very low. »  

‘The challenge 
is finding the 

balance between 
a tax regime 

that is business 
friendly, and 

one which can 
leverage revenue’

Voices from ACOA

Watch our video to hear 
views directly from the 3rd Africa 
Congress of Accountants. It’s at 
www.accaglobal.com/ab/224
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ACOA’s role

3rd Africa Congress of Accountants 
The theme of the 3rd Africa Congress of Accountants 
was ‘Rising Africa: Partnering for Results’, encouraging 
accountants to work with business and government 
to create sustainable development. ACCA was a gold 
sponsor of the event. 

Attended by 850 delegates mainly from Africa, ACOA 
was established to provide a forum for accounting 
professionals and leaders in the management of business, 
commerce, industry and the public sector to share ideas to 
help grow the economies of Africa and ease poverty. 

Coordinated by the Pan African Federation of 
Accountants, its core vision is to be the leading 
influencer for developing a regional professional 
accountant community across Africa, fully committed to 
professional growth.

MIPA, the host organiser

The Mauritius Institute of Professional Accountants 
(MIPA) hosted ACOA this year at the Swami Vivekananda 
International Conference Centre, Pailles, near the Indian 
Ocean archipelago’s capital Port Louis. 

Founded in 2005, the association acts as an umbrella 
body for professional and public accountants who are 
members of national professional accountancy institutes 
and associations. 

Currently, MIPA has more than 2,600 registered 
professional accountants as members, most of whom are 
ACCA members. It supports them with technical advice, 
regulation and compliance support and accounting and 
financial news.But while that was no longer the case in the US and many other 

developed and emerging market countries, few women had 
become accountants in Africa. As a result, Kirtley urged African 
accountancy organisations to encourage the recruitment of women.

‘Retaining women and advancing them into senior roles 
remains a challenge in our profession. A number of African 
nations have shown great strides in female presentation in  
government,’ Kirtley noted – for instance in Liberia, where 
Ellen Johnson Sirleaf is president. (Indeed, shortly after the 
conference, Mauritius elected its first female president - Dr 
Ameenah Gurib-Fakim.) Female accountants could also reach 
the top of their professions in Africa, she argued, where their 
leadership styles could complement those of men.

But for the moment female professionals in Africa are still 
hindered by pay discrimination, gender stereotypes and glass 
ceilings. She proposed that female accountancy professionals 
in Africa strengthen their own networks, develop initiatives to 
improve their skills and experience, identify obstacles to their 
professional development and create plans to remove them.

One key battleground for this struggle is Nigeria, now 
regarded as Africa’s largest economy after a statistical 

recalculation in April 2014. May Ifeoma Nwoye of the Association 
of National Accountants of Nigeria, a professor in business 
administration at the Ibrahim Badamasi Babangia University 
(IBB) in Nigeria, said her country was a prime example of how 
discrimination impeded female professional development. ‘The 
accounting field is only one of the many fields where female 
professionals are trying to make their way in, but there is a host 
of other fields which they want to be part of,’ she pointed out.

Elizabeth Adegite, national president of the Institute of 
Chartered Accountants of Nigeria (ICAN), stressed the need for 
African industries and business sectors to recruit more female 
executives to offer contrasting assessments and acumen, giving 
a competitive edge to companies dominated by men. ‘This 
would reduce gender-related discrimination and allow African 
firms to benefit from the huge potential of female executives,’ 
she said. ■

Villen Anganan, journalist based in Port Louis, Mauritius

▲ Inspiration for 
African women
Liberian president Ellen 
Johnson Sirleaf was the first 
female head of state to be 
elected in Africa
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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. 

35

07/2015 Accounting and Business

Graphics | Insight

GL_I_graphics.indd   35 10/06/2015   17:08

http://tinyurl.com/WCY-rank-2015


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

37

07/2015 Accounting and Business

Oil and gas | Insight

GL_I_OilandGas.indd   37 15/06/2015   10:57



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
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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 roundup of the latest developments in fi nancial reporting, audit, taxation 
and legislation from the IASB, IFAC, the European Union, the OECD and elsewhere

Audit

Ethical standards
The International Ethics 
Standards Board for 
Accountants (IESBA) has 
issued a proposed standard, 
Responding to Non-
Compliance with Laws and 
Regulations. Its aim is to guide 
auditors, other professional 
accountants in public practice, 
and professional accountants 
in business in how to best 
act in the public interest 
when they come across an 

act, or suspected act, of 
non-compliance with laws 
and regulations. 

Following the consultation, 
which closes on 4 September, 
IESBA intends to fi nalise its 
proposals by the fi rst half 
of 2016.

The request for specifi c 
and general comments are in 
paragraphs 143 and 144 of the 
document. You can fi nd more 
at bit.ly/IESBA-non-comply.

Glenn Collins, head of 
technical advisory, ACCA UK

European Union

VAT reforms ahead
The European Commission 
has released a statement 
outlining the subject of 
planned VAT legislative 
proposals to be made next 
year. These will reduce the 
administrative burden on 
businesses through VAT 
regimes varying between 
European Union (EU) member 
states. Brussels said it would 
extend the current single 
electronic registration and 

payment mechanism to 
cross-border online sales of 
physical  goods. 

Also, a common EU-
wide simplifi cation measure 
would help small start-up 
e-commerce businesses. 
A single audit of cross-
border businesses for VAT 
purposes would be authorised 
and current VAT exemptions 
for importing small 
consignments from suppliers 
outside the EU would be 
scrapped. More at 
bit.ly/eu-vat-reform.

▲ Changes ahead
The European 
Commission has released 
details of its plans for VAT 
reforms in 2016
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VAT trial extended 
A European Union VAT 
expert group on EU cross-
border rulings has welcomed 
the extension until 2018 of 
trial VAT rulings regarding 
intra-EU cross-border trades 
and purchases. The system 
involves taxable persons 
undertaking transactions 
between two or more of 15 
participating EU member 
states (Belgium, UK, Estonia, 
Spain, France, Cyprus, 
Lithuania, Latvia, Malta, 
Hungary, Netherlands, 
Portugal, Slovenia, Finland 
and Sweden).

They can request a ruling 
about the VAT impact of any 
planned trades – and the 
relevant tax authorities are 
supposed to consult and 
agree how VAT rules apply. 
The trial was supposed to 
end in 2014, but the expert 
group has welcomed its 
extension and wants other EU 
member states to join. More 
at bit.ly/vat-trial.

 
Legal action threatened
European Union (EU) 
competition commissioner 
Margrethe Vestager 
has told the European 
Parliament’s special tax 
rulings committee that the 
European Commission would 
be prepared to launch legal 
action if member states refuse 
to disclose information about 
their tax rulings. Brussels has 
proposed a directive that 
would order governments to 
yield up this information but, 
in the meantime, Vestager 
said she would use existing 
laws to extract tax ruling 
information. This is despite 
such action being slower than 
the system outlined in the 
proposed directive. More at 
bit.ly/eu-legal.

 
Cross-border insolvency
The European Parliament has 
approved a new European 
Union (EU) regulation on 
cross-border insolvency 
proceedings aimed at 

helping broke companies 
restructure. The rules allow 
a clear designation of a 
competent court to hear such 
proceedings, preventing 
‘forum shopping’ for tribunals 
that may give a more 
favourable judgment. More at 
bit.ly/eu-insolvency.

 
MEP attacks MOSS rules
The European Parliament’s 
conservative spokesman 
on the single market has 
attacked the European 
Union’s (EU) VAT Mini 
One-stop Shop (MOSS), 
claiming that it is forcing 
micro-businesses out of the 
intra-EU export market. The 
new registration rules came 
into force on 1 January and 
insist that, for instance, a 
Finnish app supplier selling 
into Poland must charge 
Polish VAT. Vicky Ford MEP 
claims the rules deter small 
businesses from exporting. 
More at bit.ly/eu-moss.

 
Intra-EU VAT exemption
A European Commission 
report has suggested that 
a long-standing exemption 
from VAT for low-value 
imports of goods to member 
states could be distorting 
the European Union (EU) 
single market. This low-
value consignment relief for 
VAT (LCVR) allows member 
states to exempt from 
VAT commercial imported 
consignments of up to €22 
and private person-to-person 
imported consignments 
of up to €45. The report 
says this has caused 
‘competitive distortions’, lost 
governments VAT revenue, 
and encouraged some 
businesses to locate outside 
the EU to take advantage 
of the exemption. It noted 
‘reports of business closures, 
business relocations and 
booming fulfi lment industries 
outside the EU’. More at 
bit.ly/eu-exemption. ■

 
Keith Nuthall, journalist

UAE

New Commercial Companies Law

On 1 July 2015, the new UAE Commercial Companies 
Law (CCL) is expected to come into force, replacing 
the existing act that was issued in 1984. The updated 
regulation marks the culmination of six years of legislative 
process during which there has been much debate about 
which aspects of the existing companies legislation should 
change, particularly with regards to foreign ownership 
restrictions and initial public offerings (IPOs). 

The existing rules on foreign ownership have not yet 
been amended but will be considered separately as part 
of an investment law to be issued later. 

In connection with IPOs, the new CCL does introduce 
a number of signifi cant changes. Currently, the existing 
rules of the fl oat requirement is 55%, which is a very high 
percentage. The existence of this rule is thought to have 
deterred some companies from listing on the two UAE 
markets, the Dubai Financial Market and Abu Dhabi 
Securities Exchange. 

A notable change introduced by the new CCL is the 
abolishment of the minimum capital requirement for 
setting up a limited liability company (LLC) in the UAE. It 
amends Article 227 of Federal Law No 8 of 1984, which 
provided that the minimum share capital of an LLC must 
be no less than AED150,000 (£26,000) divided into equal 
shares of minimum value of AED1,000 (£175) each. Under 
the new law, prospective business partners seeking to 
establish an LLC will have the freedom to determine the 
capital requirements of their new company and there 
will be no minimum par value for the company’s shares. 
The law provides that the limited liability company 
must have ‘suffi cient capital … to achieve the objective 
of incorporation’.

Companies will need to amend their articles of 
association to comply with the new CCL within the 
next year. If a company fails to make the necessary 
amendments, it shall be deemed to be dissolved.

Saad Maniar, managing partner, Horwath Mak, UAE
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On the record
The importance of effective management of company records has never been more 
important, says Mubashir Dagia, chairman of ACCA Pakistan’s Member’s Network Panel

Pakistan is the 43rd largest 
economy in the world. 
Its GDP of US$237.5bn is 
expected to grow 4.7% 
against a soft consumer price 
index backdrop (5.3% on 
average) and shows no sign 
of slipping in the near future. 
This growth has helped lure 
foreign and local companies 
to the country.

The importance for those 
companies of managing 
their records efficiently 
and effectively has never 
been more critical. This 
importance has increased 
globally following scandals 
such as Enron and Andersen 
in 2001. As record retention 
regulations are becoming 
stricter throughout the globe, 
legislators in Pakistan are also 
also contemplating stricter 
regulatory provisions to 
ensure compliance.

The corporate sector in 
Pakistan must be ready and 
prepared for these changes. 

From 2007, records 
management has been of 
increased interest among 
corporations in Pakistan 
as a result of compliance 
regulations and statutes. Up 
until recently, record keeping 

in the corporate sector has 
been poorly standardised and 
implemented. But financial 
scandals – at home as well 
as abroad – have renewed 
interest in corporate records 
compliance, retention period 
requirements, litigation 
preparedness, and related 
issues in Pakistan.

For example, section 230(6) 
of the Companies Ordinance 
1984 says that ‘the books of 
accounts of every company 
relating to a period of not less 
than ten years immediately 
preceding the current year 
shall be preserved in good 
order’. Furthermore, in the 
case of default, section 230(7) 
says that listed companies are 
‘punishable for a term of which 
may extend to one year and 
fines…Other companies…six 
months and fines.’

The Securities Act 2015 
passed by the National 
Assembly of Pakistan 
introduces a stricter record 
retention regime, with 
penalties of up to 300m 
rupees (US$4.7m) and even 
imprisonment. This follows the 
changes seen in the West after 
the Enron/Andersen scandals. 
Since then, stricter laws 

governing record 
management in 
the US have led, 
for example, to 
the US Commodity 
Futures Trading 
Commission fining 
Morgan Stanley 
Smith Barney 
US$280,000 in 
2014 for records 
violations and 
other failures.

According to 
research, managers 
spend an average 

of four weeks a year searching 
for or waiting on misfiled, 
mislabelled, untracked or ‘lost’ 
information; 67% of the data 
lost is directly related to user 
blunders, making them 30 times 
more menacing than viruses and 
the leading cause of data loss. 

Paperwork is the largest 
overhead expense in any 
organisation, with active files 
typically growing at a rate of 
about 25% annually. At any 
given time, between 3% and 
5% of an organisation’s files 
are lost or misplaced.

Whether records are 
managed internally or the task 
is outsourced to a third party, 
a good record management 
system leads to efficient and 
systematic control of the 
creation, receipt, maintenance, 
use, and disposition of 
records, including the 
processes for capturing and 
maintaining evidence of, and 
information about, business 

Paperwork is the 
largest overhead 

expense in any 
organisation, 

with active files 
typically growing 
at a rate of about 

25% annually

activities and transactions in 
the form of records.

Overall, the goals of good 
records management are to: 
comply with laws, rules and 
regulations; to develop and 
implement sound record 
keeping practices; to identify, 
appraise, locate and manage 
information resources during 
a record’s lifecycle; maintain 
consistent record-keeping 
practices; and generate fewer 
but better records overall.

Those records must then be 
stored in such a way that they 
are accessible and safeguarded 
against environmental damage 
and hazards.

In my own company’s case, 
in addition to being able to 
store records, we have also 
established capabilities for the 
retrieval of records through 
a live web portal, so that any 
document is a click away in the 
event the item is needed for 
audit or litigation purposes. ■

Mubashir Dagia 
FCCA is a 

partner at record 
storage and 

management 
services firm 

DATArecall
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Regional roundup
From awards evenings in Pakistan and Sri Lanka, and conferences in the Middle East and 
Sri Lanka, to a welcome celebration in the UAE and a new strategy unveiled in Bangladesh

Pakistan
Professionals, pandas and a 
city of 20 million
Karachi is not just home to 
more than 20 million people, 
it’s home to one of the world’s 
most active stock markets, 
and was also the venue for 
the ACCA WWF Pakistan 
Environmental Reporting 
Awards, which took place on 
World Environment Day on 
5 June. 

The partnership of ACCA 
and WWF Pakistan has been 
enabling enterprises in 
Pakistan for over a decade 
to push the frontiers of 
corporate reporting ever 
further. Both bodies recognise 
that reporting changes 
corporate behaviour and 
investor behaviour, supports 
financial stability and creates a 
competitive advantage. 

ICI Pakistan and Atlas 
Honda won sustainability 
awards for their reports, while 
truck manufacturer Hinopak 
won the environmental award 
for its report. Another exciting 
development was a citation for 
Pakistan’s largest diversified 
business Engro Corp for 
publishing the first integrated 
report by a Pakistani company. 

Environmental, social and 
governance (ESG) issues 
are more important now in 
Pakistan than ever as the 
country is set to receive 
US$46bn of foreign direct 
investment for the Pakistan-
China Economic Corridor. 
This mega project will be a 
game-changer for the region 
as long as the public and the 
private sectors can drive the 
ESG transformations to enable 
and sustain the economic 
growth, social development 
and stability envisaged.

Leading light
In Karachi, the ‘city of lights’, 
an electricity utility has 
emerged as a skills trailblazer.

K-Electric, formerly known 
as Karachi Electric Supply 
Company (KESC), is currently 
the only electric supply 
company in Pakistan that 
manages the generation, 
transmission and distribution 
of electricity to the city. 

K-Electric is also the 
largest ACCA employer in 
the Pakistan corporate sector 
and the first organisation to 
embed ACCA’s competency 
framework into its finance 
development programme. 

The ACCA competency 
framework is an online, 
interactive tool, which 
demonstrates the different 
skills developed through 
all elements of the ACCA 
Qualification (exams, the 
ethics module and experience 
requirement) and links those 
skills to jobs in finance. 

K-Electric identified 
seven competencies that 
it considered relevant to 
the capacity building of 
ACCA trainees working in its 
finance function. 

Building on its 
comprehensive understanding 
and successful application 
of ACCA’s competency 
framework, K-Electric has 
now volunteered to assist 
ACCA Pakistan in introducing 
competency framework-
based training at other ACCA 
approved employers.

▲ ICI Pakistan makes it three wins in 10 years
Maria Pasha, Asif Jooma and Kamila Khan of ICI Pakistan 
receiving the award for best sustainability report 2014

▲ Presentation time
Nasim Beg, executive director of securities business Arif Habib, 
receiving shields from ACCA’s Stuart Dunlop and Sajjeed Aslam

▲ Pioneer commended
Engro’s Shamikh Ahmed picks up a commendation from the 
judges for the company being Pakistan’s first integrated reporter
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▲ Rotarians lead the debate
From left to right: Fareed Bushehri of the Rotary Club of Adliya; 
Redha Faraj, Rotary district chairperson; Khalil Alsharif, district 
governor; Kai Brand Jacobsen, director of the Department of 
Peace Operations; former district governor Emad Al Moayed; 
Iyad Abumoghli, director and regional representative for the 
United Nations Environment Programme; Arif Masud Mirza, 
ACCA MENASA head of policy; and Yousef Nusseir, president of 
the Rotary Club of Amman-Petra

Middle East
Peace on the agenda at 
Rotary conference 
A three-day conference in 
March in Manama, Bahrain, 
brought together Rotarians 
from nine different countries 
– Armenia, Bahrain, Cyprus, 
Georgia, Jordan, Lebanon, 
Palestine, Sudan and the 
United Arab Emirates. 

The conference covered 
a number of topics of 
particular significance for the 
region, including sustainable 
development goals, peace 
within the region, water 
conservation and medical care.

Rotary is a grassroots 
organisation consisting of 
business professionals and 
community leaders who 
volunteer their time, talent and 
resources in order to remedy 
vital community needs. The 
organisation has more than 1.2 
million members worldwide. 

ACCA’s regional head of 
policy, Arif Masud Mirza, spoke 
at the conference session on 
the importance of peace to 
the economic development of 
the region. 

Other speakers on 
the panel were: Kai 
Brand Jacobsen, director, 
Department of Peace 
Operations; Abdulaziz 
Hassan Abul of the Bahrain 
Economists Association, 
and member of the Bahrain 
Shura Council; and Iyad 

▲ Switched on to skills
The ACCA team with the K-Electric finance and HR team after a 
‘town hall’ session with ACCA trainees

Abumoghli, director and 
regional representative of the 
United Nations Environment 
Programme’s regional office 
for west Asia, Bahrain. The 
session was moderated by 
former district governor Emad 
Al Moayed.

Mirza told the conference: 
‘Businesses are part and parcel 
of ecosystems. They have to 
continue to supply goods and 
services regardless of what is 
happening around them, and in 
the world of finance that means 
budgets and business plans still 
have to be prepared, executed 
and reported back on, with 
compliance ad nauseam. 

‘There is no finance 
professional in the world 
who would not take account 
of the environment in which 
the business is operating. 
Factoring the uncertain 
climate in is desirable 
but is not a guarantee of 
100% mitigation. 

‘Inflationary impacts, 
forex impacts, strikes, non-
working days, supply chain 
disruption, the morale of 
employees and their desire to 
participate or not in the life-
changing events happening 
around them can and do affect 
their behaviours and that of 
the business. CEOs and CFOs 
have to be sensitive to these 
events and the impact they 
can have on the workforce and 
the business.’ » 

▲ The importance of peace
Khalil Al Sharif presents shield to Arif Masud Mirza for his Rotary 
conference presentation on politics, protest and pillage

◄ Complete financial professionals
K-Electric is assisting ACCA Pakistan in introducing competency 
framework-based training at other ACCA approved employers

▲ Gold rush
ACCA trainees, workplace mentors and managers at K-Electric 
HQ in Karachi after renewal of gold approved employer status

59

07/2015 Accounting and Business

MENASA news | ACCA

INT_A_MENASAnews.indd   59 16/06/2015   13:20



Sri Lanka 
Taking training to a 
higher level
The third Middle East, 
North Africa and South Asia 
(MENASA) ACCA learning 
providers conference was held 
in Sri Lanka. 

The conference was part 
of ACCA’s continued efforts 
to develop excellence in 
professional accounting 
education and to formulate 
best practices in the region 
aimed at enhancing exam 
success and the skills of 
tuition providers, leveraging 
technology and strengthening 
business partnerships.

The chief guest at 
the conference was Sunil 
Jayanatha Nawarathne, 
secretary to the Ministry of 
Higher Education in Sri Lanka. 

Attending the conference 
were more than 200 learning 
partners and employers from 
Bahrain, Bangladesh, Iran, 
Dubai, India, Nepal, Pakistan 
and Sri Lanka.

The panel of speakers 
included: Alison McHugh, 
ACCA director – education 
development; Stuart Dunlop, 
ACCA MENASA regional 
director; Mohammed Sajid 
Khan, ACCA head of business 
development – education; 
Russell Guthrie, International 
Federation of Accountants 

(IFAC) executive director 
of professional relations 
and CFO; Darek Bargiel of 
ATC International Becker 
Professional Education; PMC 
Thilakarathne of Kelaniya 
University in Sri Lanka; Rosauro 
Aala of BPP; Tony Unett of 
Kaplan Financial; Rohan 
Jayaweera, Google Sri Lanka 
consultant; and MA Kalam, 
LCBS Dhaka chairman and 
chief executive.

ACCA tuition providers 
from Sri Lanka and the region 
generally who took part in the 
conference responded with 
enthusiasm and endorsed it 
as an event that gave them 
guidance on all the most 
relevant and important aspects 
of learning provision. 

Sustainability Reporting 
Awards 2014
Momentum builds
The ACCA Sri Lanka 
Sustainability Reporting Awards 
have notched up their 11th 
year of recognising Sri Lanka’s 
most transparent entities. 

The awards were handed 
out at a function at Colombo’s 
Cinnamon Grand hotel under 
the aegis of the chief guest, 
Eran Wickramaratne, deputy 
minister of highways, higher 
education and investment 
promotion. Guest of honour 
was Adam Sack, IFC manager 
for Sri Lanka and the Maldives.

Based on the concept that 
businesses perform better 
if they use sustainability 
reporting as a tool to measure, 
monitor and report their 
actions and the impacts those 

▼ The winners’ show
This year’s ACCA Sri Lanka Sustainability Reporting Awards 
added seven new sector-specific awards to encourage a wider 
recognition of entities that strive to comply with the Global 
Reporting Initiative standards

▲ In search of education excellence
ACCA education development director Alison McHugh and 
regional director Stuart Dunlop addressed the third MENASA 
learning providers conference in Sri Lanka

▲ Welcome 
Danushka Samarasinghe, 
chairman of ACCA Sri Lanka’s 
member network panel

► Guest of 
honour 
Adam Sack, IFC 
manager for Sri 
Lanka and the 
Maldives
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actions have on stakeholders, 
the Sustainability Reporting 
Awards have gained immense 
momentum since their 
inception 10 years ago. 

The new feature in this 
year’s awards programme 
was the introduction of 
seven industry categories 
as sub-awards. 

The aim here was to 
encourage a more diverse 
recognition of entities that 
strive to comply with Global 
Reporting Initiative standards, 
which form the framework for 
the judging criteria. 

The sub-awards were made 
for: finance and insurance, 
banking, SMEs, retail and 
trading, leisure and connected 
services, general services and 
utilities, and conglomerates 
and diversified organisations. 

Each sector had a winner 
and runner-up, and there was 
also an overall winner and 
runner-up from all reports 
submitted. In evaluating 
the reports, judges used 
completeness, credibility and 
communication as their criteria. 

UAE
300 welcomes
ACCA celebrated the 
attainment of membership in 
2014 by over 300 new qualified 
chartered accountants in 
the Middle East at its annual 
recognition ceremonies in 
April in Dubai and Oman. 

ACCA now has more than 
2,500 members across the 
Middle East and over 9,000 
students training to become 
professional accountants. 

Professional accountants 
play a critical role in 
supporting the economic 
vision of Dubai to 2021 and 
of Abu Dhabi to 2030. As the 
UAE economy continues to 
grow and becomes a leading 
financial services hub, the 
demand for qualified, globally 
aware finance professionals 
in all sectors and all levels of 
business is increasing. 

At the Dubai ceremony 
ACCA also honoured the first 

UAE chartered accountant 
(UAECA) Ahmad Darwish. 

The UAECA qualification 
is the result of a strategic 
partnership between ACCA 
and the Accountants and 
Auditors Association (AAA). 
It supports the target of 
qualifying 100 Emirati nationals 
as chartered accountants 
working in audit in the UAE 
by 2021. 

Darwish, who is AAA 
secretary general, said: 
‘Through this partnership, 
AAA and ACCA are delivering 
a national qualification which 
will further enhance the skills 
and competencies of all the 
aspiring accountancy, finance 
and business professionals in 

the UAE. As the first UAECA 
I am confident that the 
development of this national 
qualification will support the 
UAE’s vision to be the region’s 
leading financial centre and 
drive forward the initiatives of 
the government to promote 
the qualification of nationals.’

Lindsay Degouve de 
Nuncques, head of ACCA 
in the UAE, said: ‘We are 
honoured to be contributing 
to the ongoing success of the 
region by helping develop 
future generations of complete 
finance professionals. We 
want to thank the growing 
number of employers who 

are providing outstanding 
career opportunities to young 
people who are studying with 
ACCA. We pride ourselves 
on ensuring that we maintain 
the highest standards, 
guaranteeing ACCA members 
are held in high esteem 
around the world.’

The ceremony also 
recognised the top-performing 
students in the Middle East 
including Muhammad Wajih 
Haider, a PwC employee in 
Qatar, who won the global 
top achiever prize for the 
professional-level governance, 
risk and ethics paper in the 
December 2014 session, 
with the highest mark of all 
students who sat the exam. 

Bangladesh
Thinking globally, acting 
locally
On 21 May, ACCA announced 
it would be slashing fees by 
over 50% for its professional 
accountancy qualification in 
Bangladesh.

ACCA held a function at 
the British High Commission 
to publicise the move with an 
event entitled Global Thinking 
with a Local Perspective.

Thinking globally while 
acting locally represents a new 
strategy by ACCA. 

The fee reduction is part 
of the wider strategy, which is 
all about making the global 

and the local work together 
in harmony. 

The launch event included 
key representatives from 
education and professional 
development institutions, 
chambers of commerce 
and industry, and financial 
institutions in Bangladesh.

The new pricing card 
that has been launched is 
something that is meeting 
local needs while also 
considering global impact. 
As a global body, with a great 
many offices around the 
world, ACCA has introduced 
a local pricing structure for its 
range of qualifications that are 
relevant for Bangladesh.

Commerce minister Tofail 

Ahmed was the special guest 
at the event. He said: ‘Through 
ACCA many Bangladeshi 
students from all parts of the 
community are getting the 
opportunity to develop in the 
important field of accountancy. 
This is crucial to the future 
growth of the country.’ 

Richard Staunton, head 
of global delivery for ACCA, 
presented the new strategy 
and described how its 
approach in Bangladesh will 
encourage and support those 
undertaking qualifications.

ACCA is indeed thinking 
globally, but acting locally in 
Bangladesh. ■

▲ Bangladesh perspective
ACCA acted on its new strategy of thinking globally and acting locally by holding an event in 
Bangladesh that unveiled the halving of fees for the ACCA Qualification in the country
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ACCA at the Adelphi
Combining modern and classic features, ACCA’s Grade II-listed new home in central 
London will be a world-class headquarters befitting our world-class organisation

ACCA will begin a new 
chapter in its history at the 
beginning of next year when 
it moves out of 29 Lincoln’s 
Inn Fields, its headquarters 
since the 1970s, to a new 
home in London’s historic 
Adelphi building.

29 Lincoln’s Inn Fields has 
become synonymous with 
ACCA over the past 40 years 
and, quite rightly, retains strong 
sentimental value for both 
members and staff. But over 
recent years it has become 

increasingly apparent that there 
is, to borrow a phrase, no more 
room at the inn. 

As ACCA’s membership 
and activities have grown 
and the pressure on available 
space has become intense, 
more and more departments 
and staff have moved into 
an assortment of separate 
offices in the local area. While 
expanding in this piecemeal 
fashion has worked as a 
temporary fix, it has proved far 
from ideal to have staff spread 

across multiple sites. The poor 
disability access was another 
ongoing concern. 

The expiration of the lease 
on one of the offices, New 
Penderel House, was the 
catalyst that drove ACCA’s 

executive to make the bold 
move to look for a fitting home 
for the entire organisation. 

The search has taken 
two years and has not been 
easy – ACCA’s executive was 
very sensitive to the fact that 
members have an attachment 
to 29 Lincoln’s Inn Fields for 
many reasons, not least its 
elegant architecture. The 
building also has a long and 
fascinating history – Lincoln’s 
Inn Fields was the home of the 
monastic order of Black Friars 
in the 13th century and it is 
believed that number 29, or a 

house close to it, was where, 
in 1649, revolutionary Oliver 
Cromwell and several co-
conspirators discussed a plot 
to murder Charles II.

The aim was to find another 
home of which members could 

be equally proud – one that 
was important architecturally, 
but with the space and 
modern facilities that ACCA 
needs. It was also essential 
that the new home should 
be in central London, both 
in terms of convenience for 
ACCA’s existing employees 
but also to reflect the influence 
and reputation of ACCA in the 
business and political world.

Historic development
The Grade II-listed Adelphi 
building fits all of these criteria 
and ACCA has signed a lease 
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‘It’s an inspiring 
and sustainable 

workplace to 
which we will be 

proud to welcome 
staff, students, 

members, partners 
and stakeholders’

to occupy two floors. The Art 
Deco building between the 
River Thames and the Strand 
sits at the centre of one of 
the most historic architectural 
developments in the city.

The original Adelphi 
development consisted of 
a collection of 24 houses 
with a neoclassical design 
constructed between 1768 
and 1772 by brothers John, 
Robert, James and William 
Adam (‘Adelphi’ is a play on 
the Greek word for brothers, 
adelphoi). The houses were 
built on a derelict, steeply 
sloping site on the banks of 
the Thames and Robert Adam, 
the driving force behind the 
development, ingeniously 
solved the problem of difficult 
terrain that was prone to 
flooding by setting the houses 
on a network of brick arches, 
increasing in height as they 
approached the river. Some of 
these remain to this day.

The development 
transformed what had been 

a dilapidated shabby stretch 
of the river into an elegant 
embankment and would 
become the inspiration 
for other neoclassical 
developments further along 
the river that still survive today, 
such as Somerset House.

In its heyday the 
centrepiece of the 
development, called the 
Royal Terrace, was at the 
heart of London’s creative 
life and became one of the 

most desirable 
residential 
locations in the 
capital; former 
residents include 
George Bernard 
Shaw, JM Barrie 
and Thomas 
Hardy, and Charles 
Dickens chose it 
as the home of his 
fictional hero David 
Copperfield.

It was 
demolished in 
1936 and replaced 

with a beautiful Art Deco 
tower, the Adelphi, designed 
by Collcutt and Hamp. The 
third and fourth floors of this 
building will become ACCA’s 
new home in December 
2015, with staff moving in the 
following month.

The building is 
undergoing a comprehensive 
refurbishment and the new 
offices will be designed to 
encourage collaborative 
working, with flexible 

meeting spaces and excellent 
technological support. ACCA’s 
new home is intended to 
combine a strong heritage 
with a modern business 
approach to reflect the ethos 
of the organisation itself.

Helen Brand, ACCA’s chief 
executive, described the new 
office as ‘a dynamic, inspiring 
and sustainable workplace 
to which we will be proud to 
welcome our staff, students, 
members, partners and other 
stakeholders from across the 
globe – a world-class London 
headquarters that befits our 
world-class organisation’. 

Like anyone moving out of 
a much loved home, ACCA will 
be sorry to leave 29 Lincoln’s 
Inn Fields, but the change 
is made less difficult by the 
thought of where we will go. 
The hope is that perhaps, in 
time, the Adelphi building 
will become as much a part of 
ACCA as Lincoln’s Inn was. ■

Liz Fisher, journalist
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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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ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Infl uence 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 effi cient 
support around the 
clock, by phone, email 
and webchat.

Go to www.accaglobal.
com/memberbenefi ts

FD position goes to Sommerville

Derek Sommerville has been appointed ACCA’s fi nance director. Sommerville is an 
experienced FCCA with a strong background in senior fi nance 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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Membership rise
Growth in ACCA membership has topped 5% as employers back 
the Qualifi cation as ‘delivering complete fi nance professionals’

ACCA worldwide 
membership has increased 
by more than 5%, or 11,530 
new members, to over 
178,000 in the past year.

It also recorded 455,000 
students, of which 397,000 
were studying for the ACCA 
Qualifi cation in 2014-15. This 
represents an increase of 
over 12,000 on the previous 
year and cements ACCA’s 
position as the number 
one accountancy 
body operating 
worldwide.

ACCA’s 
membership growth 
rate, the highest of 
any of the international 
accounting bodies at 
5.1%, is backed by a 98.3% 
retention rate among 

existing members.
Commenting 

on the fi gures, 
ACCA’s chief 
executive, Helen 
Brand said:‘The 
demand for 
professional, ethical 
accountants is on the rise 
right across the world, 
and ACCA is committed 

to continued delivery 
of a qualifi cation that 

refl ects this global 
requirement.’

ACCA’s growth 
is also backed by 

positive feedback 
from businesses 

and learning providers 
on the relevance of the 
qualifi cation, as Brand 
explains:

‘It is enormously 
encouraging that 
82% of employers 
think ACCA delivers 

complete fi nance 
professionals. Our 

Qualifi cation ensures 
ACCA students fi nish their 

studies fully equipped to 
enter the world of work, and 
it is vitally important that 
employers from all sectors 

and industries are aware of 
the benefi ts associated with 
employing qualifi ed ACCA 
professionals.

‘To also hear that 89% of 
learning providers who teach 
more than one professional 
accountancy qualifi cation 
would recommend ACCA to 
prospective students is very 
welcome news.’

11,530
new members

98.3%
member 
retention
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Driving out fi nancial misconduct 
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