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Cosmologist and physicist Professor Stephen 

Hawking has written that ‘Success in creating 

artificial intelligence would be the biggest 

event in human history. Unfortunately, it might also 

be the last, unless we learn how to avoid the risks.’ 

It’s a hot topic globally, and so we have taken the 

subject of robots as our cover feature for this 12th 

edition of Accountancy Futures. We look at the big 

picture – how far has the world come in developing 

robots, how are they being used already, and what 

is artificial intelligence? While science fiction has 

encouraged us to expect robots to be humanoid, this 

is of course not always the case. The software used for 

the cognitive robotic process automation of complex 

finance processes confounds these expectations. So 

how are they likely to affect the work of professional 

accountants and what are the risks to be considered? 

Turn to the article beginning on page 6 to find out.

In an insightful article on corporate reporting reform (page 44) we find that there’s a growing agreement that investors 

aren’t getting the information they need, but how can this be rectified and who should make it happen?

We cover a wide range of issues in this edition. Continuing with the technology theme, we explore how accountants are 

making use of SoMoClo – social media, mobile and the cloud. We also look at business ethics, corporate governance, 

audit, tax, the public sector, natural capital, integrated reporting, wellbeing, climate change, and Islamic finance. We 

talk to senior finance professionals from across the world, including the president of French accounting body the 

CSOEC, Philippe Arraou, and deputy chief executive of the Federation of European Accountants, Hilde Blomme FCCA.

Lesley Bolton, editor
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The robots are coming
Things are developing fast in the world of robotics and artificial intelligence, 
but what do cognitive systems mean for finance professionals?

Accountancy Futures | Risk and governance  | Robots
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Science fiction and films often create dystopian 

futures where androids, robots and other forms 

of artificial intelligence (AI) start out as helpers 

and then become a menace. Thanks to the likes of 

HAL 9000 in 2001: A Space Odyssey, VIKI in I, Robot, 
the ‘agents’ in The Matrix and Skynet in Terminator, we 

expect AIs to revolt against their human creators, take 

Testing for AI
In the science fiction film Blade Runner, based on the book Do Androids Dream 
of Electric Sheep? androids have evolved into ‘replicants’ which are difficult to 

distinguish from humans. To identify them, special investigators called Blade 

Runners apply the ‘Voight-Kampff test’, to look for the empathy that replicants lack, 

by monitoring eye movements in response to a series of images and questions. 

Identifying an AI isn’t any easier in the real world. In 1950 the computing pioneer 

Alan Turing designed the ‘Turing test’ as a rudimentary determinant of AI. If 

a machine could fool a human being into thinking that it was also human then 

that was good enough for Turing. In 2014, Eugene Goostman became the first 

computer system to pass the test and win Turing’s imitation game. 

Computers have come a long way in the past 70 years and there is now a more 

up-to-date way of testing for AI. A team of scientists led by Selmer Bringsjord 

have designed the Lovelace test, named after the first computer programmer Ada 

Lovelace. A machine can only pass the Lovelace test of AI if it creates a program that 

it was not designed to create; in other words, it needs to have an original thought.

control of our society, or pose an existential threat to 

the human race. 

Could this happen? In 2014, cosmologist and physicist 

Professor Stephen Hawking wrote in The Independent: 
‘Success in creating AI would be the biggest event in 

human history. Unfortunately, it might also be the last, 

unless we learn how to avoid the risks.’ If an AI ever 

passes the Lovelace test (see ‘Testing for AI’) we may 

struggle to stop the worst from happening. Hawking 

says: ‘Humans, limited by slow biological evolution, 

couldn’t compete and would be superseded by AI.’ 

Can we do anything to prevent this? ‘I’m increasingly 

inclined to think there should be some regulatory 

oversight, maybe at the national and international 

level, just to make sure that we don’t do something very 

foolish,’ Elon Musk, tech visionary and CEO of Tesla 

Motors and SpaceX, told the AeroAstro Centennial 

Symposium at Massachusetts Institute of Technology. 

He says: ‘We should be very careful. With artificial 

intelligence, we are summoning the demon.’

One of Musk’s concerns is defence contractors and their 

creation of autonomous war robots that are designed to 

kill or wound humans (see ‘Search engines to robot wars’, 

page 8). By comparison, other recent AI developments 

appear benign. Take Watson, the poster child for 

the incarnation of AI that the technology industry has 

labelled ‘cognitive computing systems’.  IBM designed 

this to be ‘a natural extension of what humans can do at 

their best’. More of a helper than a menace. 

Evolution or revolution?
When Watson defeated two titans of the US quiz 

show Jeopardy! in 2011, it captured the public 

imagination by appearing to understand the 

questions and coming up with the right answers 

faster than its human opponents – as if by magic. 

But appearances can be deceptive. To quote the 

writer and futurist Arthur C Clarke: ‘Any sufficiently 

advanced technology is indistinguishable from 

magic.’ Watson isn’t magic; it is a manifestation of 

the rapid evolution of computer systems. »

Human machine: 

Premaid AI, a 

humanoid robot 

created by Japanese 

company DMM.make 

Robots, on display at 

the International Robot 

Exhibition 2015 in 

Tokyo, Japan. 
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engines to their products and these ‘expert’ systems 

have become faster and smarter.  

Watson demonstrated that a computer system can use 

‘natural language processing’ software to recognise 

human speech, search huge amounts of complex 

information in seconds, generate and evaluate 

hypotheses, and adapt and learn through experience 

– and that was back in 2011.  Since then, Watson has

advanced (see below) and been joined by many other

cognitive computer systems and so-called AIs. You

may well have one on your mobile phone.

But are these systems ‘intelligent’? They can do things

that require intelligence when carried out by humans,

and they can fool us into thinking that they are also

human (see ‘Testing for AI’, page 7). However, cognitive 

scientist professor Douglas Hofstadter says: ‘Watson is

just a text search algorithm connected to a database,

like Google search. It is finding text without having a

clue what it means. In that sense, there is no intelligence 

there.’ Cognitive systems have their limitations.

Like children, Watson and other cognitive systems

need educating. They can combine structured and

unstructured data, then use context to determine the

most appropriate response. But with a question such

as ‘Which is the best tablet for me?’ the best response

may depend on whether you are in a chemist or a

computer store. Before cognitive systems can respond

appropriately to such questions, they need training;

they need to learn by adapting their future responses

based on their past experiences.

This appears significantly less threatening than gun-

toting androids and self-replicating software entities

with a consciousness and a sense of superiority. But even 

if today’s cognitive systems don’t pose an existential

threat to humans (yet), they already look like bad news

for some knowledge workers in some professions, such

as accountancy. Perspectives differ on whether robotic

process automation (RPA) is hype, helpful or horrifying

(see ‘A revolution in finance’, opposite) .

Beyond games
Meanwhile, Watson is still playing games. Edge Up 

Sports, for example, is developing a fantasy football 

app that uses Watson to analyse vast amounts 

of available football data. ‘By leveraging Watson 

technologies, we’re able to transform the way fantasy 

football is played, and provide a platform that is 

assisting team owners with analysis and insights that 

could increase their chances of winning their league,’ 

explains Illya Tabakh, CEO and head coach. 

This venture was made possible by IBM’s decision in 

2014 to make Watson available in the cloud for general 

business use in a bid to make some serious money from 

it. But Watson is not just about playing games; it never 

was.  Hundreds of ‘Watson Ecosystem Partners’ are using 

Watson’s smarts to create their own apps and recently 

released software tools that make non-IBM commercial 

development easier may encourage more developers 

to follow suit, inspiring all sorts of new products. 

Search engines to robot wars
Google’s search engine is becoming increasingly smart. Today, it may be just a text 

search algorithm connected to vast amounts of data, but if hardware and software 

ever do combine to create machines with the ‘intelligence’ to pass the Lovelace 

test (see ‘Testing for AI’, page 7), Google may be one of the companies responsible.

Google has already created an artificial neural network, modelled on the structure 

of a mammalian cerebral cortex, so that it can act like and simulate some of the 

functioning of the human brain. It taught itself to recognise a cat, using large-scale 

brain simulations, back in 2012. Like Watson, it has come a long way since.  

If legions of robot soldiers ever materialise, Google may have a hand in this too. In 

2013, it bought Boston Dynamics, known for BigDog, a quadruped robot designed 

for the US military, but the company is also building humanoid robots that must be 

seen to be believed. 

You can see them in action on YouTube at bit.ly/1TPKiAz.

The evolution of the human race took millions of 

years. It will not take this long for the non-biological 

intelligence of computer systems to evolve to match the 

range and subtlety of human intelligence. Processing 

power that required a room full of computers just 

decades ago now resides in your mobile phone. As 

processors have become smaller and more powerful, 

software developers have added more rules-driven 

Accountancy Futures | Risk and governance  | Robots
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IBM has said that it will target several key vertical 

industries, including retail, insurance and healthcare 

and in April 2015 it launched its first official efforts 

to do so: IBM Watson Health and the Watson Health 

Cloud. Subsequent announcements have covered 

initiatives such as the development of a system at 

Boston Children’s Hospital to improve diagnosis 

of rare genetic conditions, and the first Watson 

deployment in India, where Manipal Hospitals will 

adopt it for oncology.

An eye on the future
IBM’s recent acquisition of Merge Healthcare 

Incorporated will give Watson the ability to see. ‘Watson’s 

powerful cognitive and analytical capabilities, coupled 

with those from Merge and other strategic acquisitions, 

position IBM to partner with organisations committed to 

changing the very nature of health and healthcare,’ says 

Dr John Kelly, a senior vice president at IBM Research. 

‘Giving Watson “eyes” on medical images unlocks 

entirely new possibilities for the industry.’

Unsurprisingly, IBM and the partners in its Watson 

ecosystem are not the only ones excited by the 

possibilities of AI. While IBM has been exploring the 

possibilities of cognitive systems, so have numerous 

other technology companies. Google has become a 

frontrunner in the race from cognitive computing to AI. 

There are also plenty of other household names that 

are keen to exploit the commercial potential of systems 

that are smart enough to help us, without being smart 

enough to menace us. 

In October last year, Facebook announced its new 

digital assistant: M. Facebook has taken a cognitive 

Opposite: SoftBank’s 

humanoid robot 

Pepper helping 

passengers at the 

Keikyu Line railway at 

Haneda International 

Terminal station, 

Tokyo, Japan, where 

it started work in 

November 2015. 

computing engine, trained it, and added it to the 

Facebook Messenger app. This digital assistant will 

search for information for you. If you give it permission, 

M will also oblige by assisting you with tasks in the 

physical world, such as making reservations for travel or 

restaurants, or making online purchases and arranging 

their delivery. So far, so helpful. 

Apple is also throwing money in the direction of 

AI. During 2015 it bought the British company Vocal 

IQ and its brand of cognitive computing, which 

can learn how you speak and use its ‘memory’ of 

previous conversations to improve each subsequent 

conversation. Sounds familiar? As well as buying AI 

technology that can improve machine processing 

of human speech, Apple has bought Perceptio, a 

specialist in image-recognition. The possibilities of 

cognitive systems and AI appear endless.

We will have to wait and see if cognitive systems 

lead to AI, and how well the human race deals with 

the  consequences. Ginni Rometty, the chairman 

and CEO of IBM, is optimistic. ‘In the future, every 

decision that mankind makes is going to be informed 

by a cognitive system like Watson and our lives will 

be better  for it,’ she says. However, back in 1943, 

namesake and IBM founder Thomas J Watson 

famously said: ‘I think there is a world market for 

maybe five computers.’  ■

Lesley Meall, journalist

Read ACCA’s report The robots are coming? 
Implications for finance shared services at  

bit.ly/1KHGrqP-Robots

A revolution in finance?
Science fiction has primed us to expect AI to be evil and robots to be humanoid. Sometimes they are; sometimes 

not. Software developers have given their interactive web robots – known as ‘bots’ and ‘intelligent agents’ – human 

faces and voices to deliver advice. But the software used for the cognitive robotic process automation (RPA) of 

complex finance processes confounds our expectations by not having a human face or a physical presence. 

Richard Jones has some experience of this in his role as chairman of Genfour and his previous roles with other 

organisations that also specialise in robotics and back-office RPA. ‘Bafflingly for most people, software robots are 

completely invisible. So RPA remains an abstract concept until you can show people software robots in action, doing 

a job in 20 seconds that can take a human 20 minutes. But the day will arrive when this is quite normal,’ he says. 

Organisations using RPA in the finance function include Barclays Bank, npower and Verizon. So, what sort of 

processes are being automated by rules-based software robots? The list includes data gathering and reporting, 

matching and reconciliation, and complex multi-faceted processes such as period end closes. For more about RPA 

see the recent ACCA report The robots are coming? Implications for finance shared services. 

Robot servers (from Blue Prism) helped Barclays Bank to cut its annual bad debt provision by £175m and save 

over 120 ‘full-time equivalents’ (that’s human beings). Verizon is said to have reduced finance department costs by 

21%, centralising its finance operations at two locations and closing more than half of its 200 back-office locations. 

Despite these benefits there has been relatively poor penetration of RPA into finance, and ACCA research indicates 

that focusing on headcount and cost reduction may be a barrier. ‘There needs to be more clarity around the 

proposition for finance. The numbers seem appealing, but finance directors are unclear about the hard benefits of 

robotics over and above its cost-efficiency when compared to employees,’ says Jamie Lyon FCCA, co-author of the 

report and ACCA’s head of corporate sector.

Darren Heffernan ACCA, CFO at Trintech, sees increased automation in the finance function supporting CFOs to be 

more strategic, and helping finance to be more effective: ‘Instead of paying highly qualified people to do generic 

tasks that are boring, they can focus on more interesting work such as liaising with teams outside finance.’ 

Robots | Risk and governance | Accountancy Futures
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Reach for the sky
In the future the combination of social, mobile and cloud technologies will have a 
much more radical impact on finance; CFOs must be ready to embrace them

Our personal and our professional lives have 

been transformed by the convergence of 

technologies in social, mobile and cloud 

– or SoMoClo as they are collectively described. 

Developments in these three areas have changed 

when, where and how we live and work, so convincingly 

and so completely, that many of us either could not or 

would not want to get by without them. 

It is not hard to understand why. SoMoClo provides us 

with remote access to apps, data and services; supports 

remote connectivity and collaboration; gives us the tools 

to speed up and improve decision-making; and allows 

us to explore more innovative and effective ways of 

interacting and working. Few have been left untouched 

by its impact.

Nonetheless, uptake by business has not been uniform. 

Some of the most visible manifestations of SoMoClo 

in action have been in sectors such as hospitality and 

retail and in business functions such as marketing and 

human resources. But adoption has been less visible in 

the banking sector and finance function. However, there 

are good reasons for this and signs that it is changing.

Step away from the edge
Raj Chandrasekhar, global head of product risk 

management, Standard Chartered Bank, says: ‘For 

marketing or human resources you couldn’t do without 

it, but finance is unique in that SoMoClo confers fewer 

advantages but might imply bigger risks.’ The bleeding 

edge of early adoption can be a dangerous place and 

finance professionals are cautious about governance, 

security and the confidentiality of sensitive information. 

However, as such concerns become easier to reconcile, 

finance professionals are increasing adoption of 

SoMoClo technologies; though in differing degrees 

for each of the three elements. The SoMoClo march 

into finance has been led by cloud-based software 

and services, followed by greater use of (personal and 

professional) mobile devices, with social media tending 

to follow more slowly and sporadically.

The ACCA/IMA (Institute of Management Accountants) 

report, SoMoClo technologies: transforming how 
and where business takes place – the first in a series 

of signature research reporting – urges finance 

professionals to do more to explore the potential of   

Head in the clouds: 

a stand at the China 

International Cloud 

Computing Expo in 

Chongqing, southwest 

China.
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these technologies. It says: ‘Take the lead in SoMoClo 

as it breaks down corporate silos and enables the 

creation of a more flexible and agile finance function.’

Doing this is not going to be a walk in the park. As Dr 

Didier Bonnet, senior vice president and global practice 

leader, Capgemini Consulting, observes in the report: 

‘One of the problems with digital transformation is it’s 

a highly cross-functional activity that cuts across silos, 

which is never an easy thing to do in a company. I don’t 

see many CFOs leading the change, although some 

are able to see the world in a different way.’ 

At ISC Corporation, the CFO, RJ Smith, has led the 

transformation, armed with an integrated system for 

customer relationship management, enterprise resource 

planning and a social platform. ‘It has allowed us as 

an organisation to become more social,’ says Smith. 

Finance and other departments can access and share 

information and work together more effectively. 

Follow the learning curve
At first, the approach did take some selling. ‘With 

change there is always resistance,’ says Smith. People 

had to learn how to make the best of the new system 

and get used to the new way of working; initially, 

operations and finance were much more excited than 

sales. ‘It was a learning curve, but it was a valuable 

one,’ he says, as ISC now has more flexibility and data 

visibility across finance, sales, engineering and support.

With more data that cross-connects the organisation, 

Smith has had to spend time thinking about how that 

data can be put to best use. ‘As a CFO, I’ve had to 

change  my mindset as to what information sharing 

means from the perspective of the finance and 

operations functions in our organisation,’ he says. But 

SoMoClo is helping finance to add value.

Making better use of SoMoClo technologies is also 

delivering benefits to accountants in practice – and 

their clients. ‘Accountants are using social platforms to 

discuss changes in our industry, offer advice via forums 

and also promote their own services,’ says Bobby 

Chadha, a product manager with Intuit and a Virgin 

start-up mentor. Practitioners are picking up leads on 

Twitter and clients from LinkedIn.

Some practitioners are exploiting the Mo and Clo 

to great effect. Because firms that adopt cloud 

accounting software can easily access their clients’ 

data online, they can work together more closely and 

collaboratively. ‘It is an opportunity for me to provide 

real-time management information to clients and they 

are able to see their numbers every day,’ says Kaziu 

Gill, director at UK-based Lime Green Accountancy. 

Look and learn
The ACCA/IMA report highlights that SoMoClo 

should not be seen simply as more automation, or 

about ‘mobilising’ or ‘socialising’ existing processes 

and putting them in the cloud. It should provoke a 

revisiting and questioning of all processes, which may 

have evolved in response to constraints that no longer 

exist. SoMoClo can be as much about stopping doing 

things as about doing new things in new ways.

A collaboration between the corporate planning and 

the IT department at Tokio Marine and Nichido has led 

to new products. For example, one-day auto insurance 

that can be bought from a mobile phone, and a mobile 

app for reporting accidents (with photos), identifying 

their location (using GPS) and even booking a tow truck 

– each with a minimum of three taps. 

Although adoption of social tools has been relatively 

slow in finance, there is potential to learn from other 

functions. The ACCA/IMA report cites the example of 

the marketing concept of ‘social listening’: monitoring 

what people are saying about products and trends from 

social media traffic – and this has uses in finance.

Central banks from Italy to Israel are using data on 

the volume of online searches for keywords in Google 

as indicators of economic activity, because bringing 

this type of data into models can help to improve the 

accuracy of forecasting. What works for the Bank of 

Chile and the Bank of England could do wonders for 

numerous corporate finance functions.

Plan for survival 
SoMoClo is already transforming how and where 

people fulfil their roles in many different parts of the 

company. Up to now in the finance function it has been 

an added layer of convenience in the form of ready 

access to remote data and colleagues – with decision 

support as the killer app. However, in the future these 

technologies will have a much more radical impact.

SoMoClo promises a complete reappraisal of the 

location and role of the finance professional in relating 

to and supporting the rest of the business. While some 

elements of the role will be deskilled or even disappear, 

there will also be a need for new skills and capabilities, 

which may be as much social and interpersonal, or 

commercial and analytical, as purely financial. 

All CFOs must think about these emerging changes and 

the technologies that are shaping this. There is a danger 

that finance will end up being seen as a subset of the 

overall world of data. By embracing SoMoClo, finance 

can continue to evolve and thrive as a profession – and 

to add more value to the businesses it serves. ■

Lesley Meall, journalist

Read the ACCA/IMA report, SoMoClo 
technologies: transforming how and where 

business takes place, at bit.ly/1OfyfME

‘As a CFO I’ve had to change my 
mindset as to what information sharing means 
from the perspective of finance and operations’
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Doing the right thing
Do ethics programmes actually have any effect on corporate culture, asks the 
Institute of Business Ethics’ Daniel Johnson 

A recent report in the UK by the Prudential 

Regulatory Authority and the Financial 

Conduct Authority into the collapse and 

bailout of HBOS is a reminder that corporate 

whistleblowing is not working. The report blames the 

board and senior management for the failure of the 

bank because they endorsed a flawed strategy that 

led it to make increasingly risky loans and investments 

and rely on short-term funding. They had, however, 

previously been alerted to this issue.

The Institute of Business Ethics (IBE) 2015 Ethics at Work 

survey highlighted that whistleblowing and speak-up 

mechanisms are still not being used by employees, 

and if they are, they are not considered effective. 

One in five of all British employees say they are aware 

of misconduct at their place of work. A growing 

number (now 84%), say their organisation provides a 

confidential means for staff to raise their concerns. Yet 

only half (55%) chose to raise their concerns, and 61% 

of them say they were dissatisfied with what happened 

after they had done so (it was 30% in 2012). This helps 

to explain why a significant proportion of employees 

say that they do not think anything will be done by 

management if they decide to raise an issue. 

The picture in Germany, France, Spain and Italy is not 

much better, with 54% of employees saying they chose 

not to raise concerns of misconduct because they 

didn’t believe corrective actions would be taken. 

The Ethics at Work survey shows a disconnect between 

the provision of a speak-up or whistleblowing line, and 

its effectiveness. Boards need to listen to, act upon, 

and report back on relevant concerns raised by their 

employees. Failing to do so is almost worse than not 

having a mechanism for employees to speak up. 

Does ethics pay?
Employees are the key indicator of the ethical temperature 

in today’s organisations. They are at the frontline of 

how the organisation interacts with its customers and 

suppliers. If they are not listened to when they have the 

courage to raise concerns, it implies that a company’s talk 

of values and ‘doing the right thing’ is just that – talk. The 

way those that speak up about misconduct are treated 

shows how seriously an organisation really takes ethics. 

The ‘business case for business ethics’ has been 

well documented. Although the IBE would advocate 

doing the right thing for its own sake, there are always 

pressures to show that doing business ethically also 

pays. Fans of US economist Milton Friedman’s famous 

quote: ‘There is one and only one social responsibility 

of business – to increase its profits,’ always like to see a 

financial balance to questions of right and wrong.

Companies that operate to high ethical standards have 

been proved to show increased financial performance 

over time, due to increased employee engagement, 

attracting high quality employees, enhanced reputation 

and generating trust among other stakeholders.

Yet relatively little research has been produced that 

indicates how to create an ethical corporate culture. 

In order to affect business behaviour, ethical values 

need to be embedded throughout the organisation, 

from the shop floor to the director. The articulation 

of corporate values is the foundation of any ethics 

programme. A code of ethics, communications, ethics 

training, and supportive tools such as speak-up and 

advice lines help to embed these values. 

But the big question remains, do ethics programmes 

actually have any effect on corporate culture?

The 2015 IBE Ethics at Work survey provides some 

evidence of tangible benefits resulting from investment 

in corporate ethics programmes. It shows that, in both 

the UK and continental Europe, awareness of corporate 

ethics programmes increases the ethical awareness of 

employees and their perceptions of ethical culture. 

Participants were asked whether their organisation 

provided each of the four common elements of an 

ethics programme: a code of ethics; a speak-up line; 

an advice/information helpline; and ethics training.

The survey also asked participants about their opinion 

on statements related to practices that can be seen as 

indicators of an ethical culture. These can be categorised 

into the three areas of management behaviour: 

communication of ethics; responsible business conduct; 

and enforcement of ethical standards.

In both Britain and continental Europe, employees in 

organisations that provide a code of ethics, a speak-   

up line, advice/information helplines and ethics 

training, are more likely to say that honesty is practised 

always/frequently in their organisation; are less likely to 

have been aware of misconduct in the preceding year; 

and are more likely to agree with each of the indicators 

of an ethical culture.

Creating a healthy culture
When it comes to speaking up, although the sample 

sizes are too small to draw a definitive conclusion, the 

positive indicators remain. Employees in organisations 

with a ‘supportive ethical culture’ were far more 

positive about the outcome of raising their concerns 

than those in an unsupportive one.

Daniel Johnson is 

research hub manager 

at the Institute of 

Business Ethics.
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Creating a healthy culture that influences employee 

actions, decision-making and behaviour takes time 

and requires awareness, sensitivity, patience and 

resources. Unethical behaviour may be so ingrained 

into a company’s culture as to be considered ‘the way 

business is done around here’, and so may not be 

considered unethical at all.

To create and maintain a strong ethical culture, core 

ethical values need to be identified and integrated 

into everything the organisation does – from external 

processes such as buying and selling to internal ones 

such as governance and accounting. From the first 

interview to their last day of work, employees should 

feel that the company’s core values form the basis of 

every decision it makes.  

The role of managers at all levels is critical to the process 

of embedding ethics throughout any organisation. Line 

managers have an essential role in communicating ethics 

messages and acting as role models. Ethical acumen is 

a key competence for 21st century business leadership

The quality and style of the leadership will influence 

the tone of the entire organisation. While the 

collective tone at the top of the organisation is 

of utmost importance, there are also ‘leaders’ at 

every level, who others will naturally try to emulate. 

‘Tone from the middle’ is as important as ‘tone from 

the top’. Research into embedding ethics in the 

workplace indicates that employees consider their 

line manager as the biggest enabler and teacher of 

ethics in their organisation. Data from the Ethics at 

Work survey shows that, in Britain, 71% agree that 

their line manager ‘sets a good example of ethical 

business behaviour’ and 69% feel supported by 

their line manager in ‘following [the] organisation’s 

standards of ethical behaviour’. 

The marzipan layer
Yet this level of the organisation has often been 

referred to as the ethical ‘permafrost’ or the 

‘marzipan’ layer where messages about ethics fail to 

penetrate. The survey indicates that, in continental 

Europe, corporate messages on support for ethics 

at work struggle to get beyond the management 

level. Recognising their impact and influence, some 

companies are now beginning to engage managers 

as a key component in cascading messages about 

ethics to their teams. 

Achieving buy-in from the management tier is therefore 

imperative. Organisations need to explain how their 

ethical values align with the business strategy to enable 

ethics to become a business priority. They should also 

frame ethical values as a positive contributor to the 

business. This will achieve greater buy-in from hard-

pressed managers who are trying to deliver. By outlining 

the business case, managers can understand why it is 

important to consider the ethical dimension of decision-

making and encourage their teams to do so too. 

However, it is important that managers not only talk 

about ethics, but embed it into all their decision-making. 

Setting the right example is key.

This is why data about management behaviour from 

the Ethics at Work survey is worrying. In 2015, British 

employees were more likely to say that their line 

manager explained the importance of honesty and 

ethics in the work they did (69% compared with 63% 

in 2012), but they were also more likely to say that they 

rewarded good results, even if ethically questionable 

practices were used to achieve them (36% in 2015 

compared with 26% in 2012). 

The IBE survey provides evidence that employee 

awareness of corporate ethics programmes increases 

ethical awareness. So for those looking for a return on 

investment in their corporate ethics programme, the 

survey shows that this is money well spent. But if results 

take precedence over ethics, then all the cascading of 

ethics messages via managers is meaningless. ■

The IBE has conducted a triennial survey into 

employees’ views of ethics at work in Britain 

since 2005. This has been widened to include France, 

Germany, Italy and Spain. Visit: www.ibe.org.uk 
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Spotlight on talent
ACCA’s Jamie Lyon introduces a project that aims to provide new insights into 
how enterprises can attract, develop, engage and retain the best people 

Jamie Lyon FCCA is 

head of corporate 

sector at ACCA.

the shared services and outsourcing journey started in the 

early 1990s, access to offshore talent probably wasn’t one 

of the primary drivers. Moving on 20 years, the industry is 

now well established, yet the longer term implications in 

relation to people management and the changing nature 

of career paths remain not particularly well understood. 

In global fi nance functions this is particularly true today. 

In short, the advent of shared services and outsourcing 

has had an indelible impact on fi nance careers; it has 

changed the fi nance career paradigm.

Future-proof talent
Yet if organisations are to future-proof the development 

of their fi nance people today, these changes and 

implications must be better understood. This is why 

ACCA is launching a new research programme which 

will address the critical talent challenges organisations 

Remarkably, it’s almost 20 years since McKinsey 

coined the phrase ‘war for talent’ in a 1997 

article. The study spawned a generation of 

both supporters and detractors, yet whatever your view 

on the original study, what is certain is that attracting, 

developing, engaging and keeping hold of good 

people with the right skills has continued to be a key 

priority for businesses. This is true of enterprises of all 

sizes and in all sectors, and also from the perspective of 

fi nance professionals; CFOs and other fi nance leaders 

rightly recognise the importance of developing their 

staff and helping them achieve their career ambitions 

through appropriate opportunities.

Yet a new light has been shone on the quest for securing 

people with the right skills in the face of globalisation, 

changing fi nance ‘delivery’ models and the emerging 

requirement for new capabilities. In particular, although 
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engagements, working patterns, career ambitions and 

motivations, their attitudes to remuneration and what 

works in attracting, engaging and retaining them. We 

also want to look at how career paths are changing for 

fi nance professionals, understanding the value placed on 

different experiences gained across different activities, 

the career opportunities that go beyond fi nance, 

common pathways in and out of fi nance, and emerging 

best practices in career planning that organisations 

are seeking to deploy. In addition, we will explore the 

changing nature of skills, capabilities and behaviours, 

as well as the learning and experiential interventions 

that can be deployed to help cultivate these, along with 

valuable leadership qualities and traits. 

Our initial report on some of these issues will be 

launched in early March 2016 as this edition of 

Accountancy Futures goes to press. ■

now face in developing the next generation of fi nance 

professionals. Our ambition is to bring new insights 

into the practices enterprises must adopt to attract, 

develop, engage and retain their future talent. 

Our programme will draw on a range of quantitative 

and qualitative research activities, including global 

surveys, ‘deep-dive’ enterprise case studies, in-depth 

career profi ling and leadership interviews. It will aim 

to understand how talent and people development 

programmes must evolve in response to changing 

technology, the maturity of shared service functions, 

emerging fi nance models and the broader corporate 

cultural and industry context.  

The programme intends to focus on a number of critical 

areas. We want to understand the aspirations and 

challenges of the youngest generation in global fi nance 

functions today, the nature of their work and employment 
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Steering a safe passage
With problems over culture, strategy, data and technology, is it any wonder that CFOs 
are cynical about how organisations tackle planning, budgeting and forecasting? 

Planning, budgeting and forecasting (PBF) is an 

underutilised and ineffective process in many 

organisations. Although the finance department 

should shoulder some of the blame, the cultural 

attitude of the wider organisation needs to change, as 

does organisations’ use of technology and data. 

Markets move more quickly than ever before and 

are more complex; there is also greater competition. 

These pressures make the need to forecast all the 

more acute. ‘Companies need a much better steer 

on how external factors are impacting their business 

and how the decisions companies take are impacting 

performance’, says Jamie Lyon FCCA, ACCA’s head of 

corporate sector. If companies could obtain that better 

steer and translate it into an effective PBF process, they 

could gain a distinct competitive advantage. 

But few organisations seem to recognise this. Although 

CFOs may accept that PBF is an increasing priority, an 

ACCA/KPMG study reports a high degree of cynicism 

around PBF procedures. Almost half (46%) of those 

surveyed said their annual budgets were politically 

agreed numbers, generated from the top of the 

business and not linked to operational reality. Over 62% 

said budgets simply reflected a point in time and quickly 

ceased to be relevant as the financial year went on.

But that is not how it should be. ‘Within the enterprise, 

PBF is central,’ stresses Lyon. ‘The starting point is 

having the right enterprise culture. Tone at the top and 

visible support is critical in integrating and effectively 

delivering these activities into the business. It has to be 

a real partnership approach between finance and the 

wider organisation in ensuring that strategic alignment.’

It is that word ‘strategic’ that is crucial. John O’Mahony, 

head of KPMG’s Enterprise Performance Management 

team, notes that every organisation – whether in the 

public or private sector – has objectives. ‘PBF is about 

turning those objectives into a strategic plan which, in 

turn, forms the basis of targets,’ he says. ‘These can 

be used to create in-year budgets so that operationally 

you deliver the strategy that fulfils the objectives.’ 

O’Mahony says no one would get in a car in London 

and want to get to Edinburgh with no idea how to get 

there. ‘If organisations just meander it is ineffective and 

inefficient.’ This is often caused by that lack of partnership 

between finance and the rest of the business. 

‘Forecasting in most organisations tends to be weak 

because it is done by finance on its own without 

suitable input from operations,’ says O’Mahony. If it is 

finance-owned and not properly integrated into the 

wider planning cycle of the business, it is going to 

fail. The quest is for an integrated model that takes 

predictions from operations and monetises them as 

part of informing a financial forecast. But first of all 

organisations have got to take the process seriously. 

‘A lot of organisations see budgeting as an exercise 

that must be done’, says O’Mahony. ‘So the approach 

is “What can I get away with?” These problems are 

cultural, organisational and technical.’

Short-term targets
The ‘what-can-I-get-away-with?’ attitude has wide 

consequences, especially for the corporate culture 

surrounding target-setting. The study found that 

planning and budgeting was often focused around short-

term targets and not linked to achieving the strategy 

over a three- to five-year period. Linking employee 

incentives to the short rather than the long term, says 

Lyon, creates the problem of lowballing. ‘Perversely, 

managers in business divisions may be able to get away 

with setting short-term targets that are easily achievable. 

Do they understand the build-up of revenue and costs 

and what is possible for the business to achieve?’ This 

leads to a further question of whether finance has the 
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skills and the capability it needs to challenge during the 

PBF process. A poor process enterprise-wide leads to 

sub-optimal decision-making and a strategy that is not 

aligned to the reality of the delivery.

The study found that organisations are struggling to 

use data analytics effectively. Over 30% of the financial 

professionals surveyed said that the quality of the data 

was the biggest impediment to using data analytics in 

their planning processes; 17% said that management 

ignored the data and simply pursued the same decision 

regardless. Quantity of data is also cited as an issue. 

‘Companies need the right data and it needs to be 

visible,’ says Lyon. ‘Unless you have the propensity to take 

in all the different data flows – internal and external – you 

struggle to understand where your business is heading. 

Data has to be robust, accurate, timely and visible.’

Ian Preston, vice president sales, UK & Ireland, at 

software-as-a-service business analytics provider 

Adaptive Insights, understands the shortcomings. ‘A 

universal source of consistent data for strategic plans, 

budgets, forecasts, scenarios and actuals is a goal 

that few companies achieve,’ he says. ‘The common 

mistake is a big-data approach, drowning in detail. 

A more focused view of what is necessary to support 

decisions works best.’

When all else fails, corporates tend to turn to 

technology to provide a solution, but O’Mahony warns 

against trying that approach to sort out PBF issues. 

He says: ‘Technology is an enabler but it is not a silver 

bullet. There is no system out there that you implement 

and it immediately gives you the answer.’ Instead, says 

O’Mahony, companies need to define the strategic 

planning model, which will in turn define the budget 

model. Processes, structures and reward mechanisms 

need to be in place. Then, when a company has the 

building blocks, it can start creating a technology 

specification to make a system investment. 

Erosion of trust 
Inaccurate data and technology are intrinsically 

linked, eroding C-suite trust and, the survey suggests, 

encouraging them to base operational decisions on 

instinct rather than insight. And the distrust is leading 

to underinvestment in finance technology. Of those 

surveyed, 41% said that they haven’t invested in a 

planning tool other than Excel; and, of those who had, 

28% said it hadn’t delivered the benefits expected, 

setting them back yet further.

‘Organisations need a company-wide holistic 

technology solution,’ says Lyon. ‘If it is not joined up, 

inevitably there are lots of reconciliations between 

systems and that is an ongoing challenge for finance.’

But if a company spends well and on the right 

technology, it could expect to reap benefits such as 

real-time reporting and continuous improvement. 

Lyon says that CFOs should be asking themselves 

how quickly they can produce their forecasts and how 

quickly can they change their plans. 

Preston thinks that there may be a workable solution 

to quieten the doubters: ‘Cloud-based planning and 

budgeting technology allows finance to provide 

consistent finance and business data throughout the 

business in a much more timely and collaborative 

manner,’ he says. ‘The web is a force for good in better 

joining up globally remote business units.’

The good news 
A chink of light amidst the general gloom that hangs 

around PBF can be found, according to O’Mahony, in a 

couple of places. He says that the FMCG (fast-moving 

consumer goods) sector, led by multinationals such 

as Procter & Gamble and Nestlé, have successfully 

embraced a PBF strategy. ‘This has given them insights to 

make better decisions based on facts, which in turn have 

led them to be dominant on a global basis,’ he says. 

O’Mahony also commends e-commerce corporates 

such as Amazon. ‘While they did not have to wrestle with 

legacy baggage, they took advantage of the clean sheet 

of paper and adopted leading-edge PBF models from 

the start. It is part of their DNA and it has equipped them 

to perform more efficiently and run their operations in a 

way that optimises the business model.’

To other CFOs who may not be in that happy place, 

O’Mahony makes the following suggestion: ‘CFOs should 

step back to see where their organisation is in terms 

of their ability to forecast quickly, gain insight and look 

forward to see how the business is likely to perform,’ he 

says. ‘If not, they will be failing to exploit opportunities.’ 

Companies are all about driving shareholder value, and 

a robust strategic planning process helps – year by year 

– to maximise the efficiency and effectiveness of the 

organisation. ‘By performing a strategic planning process, 

companies are attempting to reward the shareholders so 

that they are willing to continue their investment.’ ■

Peter Williams, accountant and journalist

Download Planning, Budgeting and 
Forecasting: An Eye on the Future at www.

accaglobal.com/ab/245

‘Forecasting in most organisations tends to be weak 
because it is done by finance on its own without suitable input from operations. If it 
is not properly integrated into the wider planning cycle, it’s going to fail’
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An eye on the facts
Current performance reporting processes are flawed, says an ACCA/KPMG report, 
resulting in missed value opportunities and slow responses to emerging threats

If corporates are going to perform well in this data-

soaked, competitive and complex world then they 

need to secure one version of the truth. They also 

need to move away from gut-instinct decision-making. 

This will only happen if a business uses performance 

reporting to link its operational activity and decision- 

making to the attainment of its strategy. 

The second of three pieces of research commissioned 

by ACCA and KPMG evaluated the effectiveness of the 

enterprise performance management (EPM) capability 

within the finance function (the first, on budgeting, is 

covered on page 16). The study suggests that current 

performance reporting processes are flawed. Many 

enterprises continue with ‘information’ that does not 

support rapid and informed decision-making. The 

result, according to the authors of the report, is missed 

value delivery opportunities and slow responses to 

emerging threats. 

To be effective, performance reporting should be 

developed within a performance management 

framework with three core components, the other 

two being planning, budgeting and forecasting, and 

profitability/costing analytics.

Better decision-making
Investing in performance reporting capability offers a real 

competitive advantage. It gives organisations essential 

information to make confident and effective decisions 

and focuses the attention of management on activities 

that really matter. Crucially, it provides a consistent view 

of actual performance across the business. 

As the volume of internal and external data continues to 

increase exponentially, along with unrelenting demand 

for more information from the business, organisations 

are being forced to consider what information they need 

to achieve their strategic objectives and drive value. 

Leading organisations are building frameworks 

designed to provide a seamless link between strategic 

objectives, the  measurement of performance against 

objectives and operational decision making. 

Currently too many others are weighed down by a 

mass of performance reports, often containing too 

many metrics (many of which conflict), offering too little 

insight. The result is that they are unable to analyse 

the past or anticipate performance to enable better 

decisions. Often, overworked finance functions produce 

reports that neither meet the demands of stakeholders 

nor offer an added-value view of performance.

In the knowledge economy, optimised and appropriate 

data is key for better decision-making, competitive 

advantage creation and strategy delivery. For effective 

performance reporting, a common data hierarchy needs 

to be deployed across the enterprise around the right 

key performance indicators (KPIs). This data supports 

the representation of a single version of the truth.  

While the ACCA/KPMG study suggests a more 

consistent use  of common KPIs across the business, 

every organisation also needs to ask itself whether:

* performance indicators are aligned to strategy

* the underpinning data is consistent

* the data is managed in a sustainable manner.

According to the survey, almost 40% of respondents 

believe that decisions are grounded not on 

information-based insight, but on the ‘gut instinct’ of 

business leaders.

The study suggests three critical areas organisations need 

to focus on to improve performance reporting capability:

* Build the right data and governance foundation: 

collect the data that really matters. Organisations 

need to know the right data to support an integrated 

set of defined KPIs. Data quality is imperative – it is 

the bedrock that allows the business to trust in the 

information it receives. And that happens through 

a robust governance process that ensures data 

integrity over time. 

* Structure the delivery model for success: 

performance information for management needs to 

be consistent, controlled, timely, relevant, complete 

and delivered in a cost-efficient manner. Finance 

function structure and the delivery of performance 

reporting capability will determine success.

* Empower finance professionals to collaborate 

effectively with the business, with the ultimate goal 

of increasing the speed and quality of decision- 

making. This will bring competitive advantage. 

However, to achieve this financial professionals 

need the skills and behaviour, allied with technology 

support, to allow a step change in performance.

At present, even companies that have invested heavily 

in the area of performance reporting cannot always 

provide accurate sales or stock reports. They lack 

common definitions for fundamental aspects of their 

business such as ‘margin’ or ‘spend’. Only by enforcing 

consistent information standards will companies be 

able to deliver trusted and useful information. ■

Peter Williams, accountant and journalist

Download the full report, Performance 
reporting: An eye on the facts at bit.ly/1M8zRGS
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Looking to the future
Derek Sommerville FCCA was appointed finance 

director at ACCA in the middle of 2015 so in his 

words is still ‘turning some stones over to find 

out what is going on’. He describes performance 

reporting at ACCA as ‘at a reasonable level’.

‘We understand the need for performance 

reporting, and in terms of revenue reporting we are 

good at knowing what drives our revenue and have 

key reporting around that.’ However, he says, there 

is further work to do in terms of linking cost bases 

to the revenue. 

Performance reporting emerges from ACCA’s 

Glasgow-based centre of excellence, where 

a concentrated finance team services the 

entire global organisation. Since Sommerville 

arrived, performance reporting has been one 

of a number of priority areas he has looked at. 

Because the organisation is continually growing 

and changing, he says, performance reporting 

will need constant fine-tuning. ‘Performance 

reporting can’t stand still.’ 

Last year, ACCA developed a five-year strategy and 

KPIs were produced to link operational performance 

to strategy. This is where the fine-tuning may come 

in, as Sommerville wants to slim down the existing 

suite of metrics to a single sheet of paper and 

revisit them to increase understanding of how 

ACCA shapes up, both on a global and regional 

basis – especially in terms of product performance. 

Sommerville says there is a reasonable degree of 

focus, with performance in all the different areas 

being measured against the plan: ‘If there are any 

deltas appearing, [we need to ask] why that is and 

what remedial action we can take.’

He notes that ACCA, like many organisations, 

is sitting on a considerable amount of data 

and currently uses legacy systems, which cause 

obstacles in performance reporting. This is a 

key challenge. ‘The legacy system is UK-centric, 

for instance, it is not multi-currency, and we use 

different systems outwith the UK.’ 

The plan is to move to a single global system within 

the next 12 to 18 months. This will act as a catalyst 

to help restructure processes within finance. A 

key element includes developing a shared-service 

centre and embedding key finance personnel 

in advisory roles in the business to improve 

decision making. ‘We want to free up local finance 

professionals across the globe to act as business 

partners rather than working on transactions,’ 

says Sommerville.

Alongside automating processes to improve 

performance reporting, Sommerville’s other major 

challenge is around implementing change. ‘Within 

finance, roles will be upskilled and change for 

the good,’ he explains. ‘This is all about putting 

finance at the centre of the business, getting 

the acceptance and building up trust. We want 

the operations to see the value of using finance 

professionals as consultants.’

This links back to the overall strategy by providing 

clarity. ‘By developing KPIs we can measure the 

success or otherwise of the strategy. Finance should be 

advising operations on what it is doing well, and on 

investment decisions and how they impact on the long-

term aim of providing value for money and delivering 

finance and non-finance strategic aims.’

Long relationship
Sommerville has been closely involved in performance 

reporting in his previous roles – he sees it as part of 

his culture. As a consultant to the Hilton hotel group, 

he worked to refine the finance function, to ensure 

it delivered value for money and that structures 

were fit for purpose. He has also worked for an 

international architecture practice, which shared 

some characteristics with ACCA. There he helped 

the finance function become outward looking and 

improved decision-making. 

Sommerville says the finance function should look 

ahead, too: ‘Any growing and developing organisation 

needs to be forward looking. And performance 

metrics help in shaping and predicting the future.’

‘This is all about putting finance 
at the centre of the business, getting the 
acceptance and building up trust’
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Growing the funding flow
Europe needs stronger capital markets to attract investment, for SMEs in particular, 
and to stabilise the financial system. But will the banks play ball?

Much-needed economic growth in the 

European Union is most likely to come from 

unlocking the potential of its medium-sized 

companies. But these are often stymied by a lack of 

access to capital. According to employers’ organisation 

the Confederation of British Industry, 35% of UK 

medium-sized companies view access to long-term 

capital as their main barrier to growth. The picture is 

similar across Europe. The European Commission 

recently published its action plan on building a capital 

markets union to help overcome the difficulties in 

accessing finance and the way the market functions. It 

was welcomed by ACCA as ‘going in the right direction’.

While comparisons are odious, it is clear why that action 

is needed. According to the commission’s research, if 

the venture capital markets in the EU were as deep as 

they are in the US, up to €90bn of funds would have 

been available to companies between 2008 and 2013. 

And the thinness of the EU capital markets is illustrated 

by the fact that only 3% of small and medium-sized 

enterprises (SMEs) across the EU raised equity finance 

between April and September 2014. What’s more, 

if SME securitisation could make a safe and modest 

return – the market fell off a cliff when the credit freeze 

and financial crisis took hold – the commission thinks 

that could add another €20bn in funding. 

Capital markets union
Five short-term action points:

1 Encourage high-quality (safe) securitisation in a bid to free up bank balance 

sheets so that banks can lend.

2 Revise the prospectus directive to make it easier for businesses (particularly 

smaller ones) to fund-raise and reach crossborder investors.

3 Consult on a pan-European framework for covered bonds using national market 

knowledge and based on high-quality standards and best market practices.

4 Consult on venture capital to see if regulations can be changed to make it easier 

and more attractive for private savers to invest in unlisted SMEs.

5 Encourage take-up in European long-term investment funds to channel finance 

into infrastructure and other long-term projects.

Accountancy Futures | Smart finance | Capital markets union
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Stabilising the financial system
To address these weaknesses the commission is 

proposing to construct a capital markets union by 

2019. Stronger capital markets, the commission says, 

would complement banks as a source of financing. 

Not only would capital markets union unlock greater 

investment for corporates and attract more investment 

into the EU from the rest of the world, it would also 

make the financial system more stable by opening up a 

wider range of funding sources. The commission says it 

wants to make the investment chain – the link between 

investors and borrowers – as efficient as possible, both 

nationally and across borders. See ‘Capital markets 

union’ list (opposite page) for the action points.

ACCA has identified four types of company that would 

particularly benefit from capital markets union: 

* young and informationally opaque businesses

*  fast-growing, innovative SMEs relying heavily on 

intangible assets

* SMEs operating globally

* SMEs experiencing sudden rationing of credit from 

suppliers.

With a decades-long trend for advanced economies 

to build intangible rather than tangible capital, the 

providers of debt finance, and banks in particular, 

would find it hard to fund such assets under their 

current business models. 

Richard Martin, ACCA’s head of corporate reporting, 

says: ‘The changing nature of public and private capital 

means that it is extremely difficult now for businesses 

to finance growth by debt. Other types of finance, 

including quasi-equity and mezzanine finance, need 

to fill this gap. Financing today’s technology-based 

businesses is typically only possible through equity. 

This channel of funding should assume a greater role 

in the European Commission’s financing strategy.’

Evolution, not revolution
Martin warns against pinning high hopes on capital 

markets union bringing about radical change. He sees 

evolutionary change, some of which looks set to affect 

accountants. Part of the push to improve information 

could see a common accounting framework. The EU 

may have introduced International Financial Reporting 

Standards (IFRS) for large quoted companies on so-

called regulated markets, but not for companies 

quoted on secondary markets. Although some smaller 

markets such as AIM in the UK do require accounts to 

be prepared under IFRS, it is not an EU-wide regulation. 

Martin says there is a case for such a move. In terms 

of improved information, he says there could be ‘a 

package of credit information for SMEs’, which could 

act as a passport to access finance across the EU. The 

prospectus regime could be improved by streamlining 

the approval process and simplifying the financial and 

other information included. Other changes – such as 

harmonising tax regimes on, for example, dividends 

and withholding tax – could prove politically to be a 

crossborder step too far.

According to Jonathan Hill, the European commissioner 

for financial services, the aim of the capital markets 

union is to complement Europe’s tradition of bank 

financing, not replace it. He believes that bank lending 

will remain vital for the EU economies, especially for 

small businesses and local infrastructure projects. In 

a speech in September, he said: ‘I am excited about 

the contribution that a bigger role for capital markets 

in the European economy could make to growth, 

increasing funding options, giving retail investors more 

opportunities, and making the economy more resilient. 

Capital markets union is vital for growth.’

Attitude problem
The role and attitude of banks are crucial here – and 

perhaps the biggest barrier. The commission has to 

decide whether to cajole them into taking part or to 

force them. Banks have their fears. In September 2015, 

Georg Fahrenschon, head of the German Savings 

Banks Association, said that while the project made 

sense it should not come ‘at the cost of traditional 

bank financing’.  He added that most capital market 

instruments, such as corporate bonds, are ‘too expensive 

for the important Mittelstand players’ – those SMEs that 

are the backbone of the German economy.

Martin says that accessing credit from banks is still a 

largely national business with good reason – common 

language, culture and business practices, with banks 

happy they understand the country-specific risks. That 

could be hard to overturn quickly, as could dealing 

with  the hotchpotch of national legislation in areas 

such as insolvency proceedings.

On the other hand, pressure is growing to get on with 

it. François Villeroy de Galhau, formerly number two 

at France’s biggest bank BNP Paribas and now a top 

government adviser, said last year that measures on 

securitisation should happen in 2016 or 2017, not 2019.

Plenty is heard about the free movement of labour 

around the EU, much less about the free movement of 

capital. However, the latter was enshrined in the Treaty 

of Rome, which created the six-member European 

Economic Community in 1958 that has evolved into 

today’s 28-member EU. The challenge is to overcome 

50 years of fragmentation, moving away from capital 

markets that are still mostly national and basic. ■

Peter Williams, journalist

See the European Commission’s action plan for 

capital markets union at bit.ly/EUcapmark

‘The changing nature of 
public and private capital means it is extremely 
difficult for businesses to finance growth by debt’
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Going global
As globalisation spreads, it will become vital for SMPs to attend to the international 
business needs of clients. IFAC’s Giancarlo Attolini reports on the latest research

Last year, the International Federation of 

Accountants (IFAC) commissioned independent 

economics and business research consultancy 

Centre for Economics and Business Research (Cebr) 

to conduct an analysis of its membership data and 

to provide a snapshot of the importance of the 

accountancy profession to the global economy and 

to society. Using this data, Nexus 2: The Accountancy 
Profession – A Global Value Add estimates that the 

global profession contributes US$575bn annually to 

the global economy and reveals a strong, positive 

correlation between the share of accountants in 

total employment, and both GDP per capita and the  

UN  Human Capital Index, which measures quality-of- 

life indicators. 

The fi rst Cebr report, Nexus 1: The Accountancy 
Profession, Behind the Numbers, revealed that almost 

half of the professional accountants represented 

through IFAC’s members work in public practice. 

Furthermore, of these accountants in public practice, 

Countries in the South 

America/Caribbean 

(above) and the 

Middle East (overleaf) 

regions are among 

those with the largest 

number of SMPs in a 

network, association 

or alliance.
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the majority worldwide work in small and medium-

sized practices (SMPs). The magnitude of the 

profession’s contribution to the wider economy and 

vast number of accountants in small and medium-sized 

public practices means there is great value in hearing 

what the thousands of SMPs have to say about their 

challenges, opportunities, and those of their small and 

medium-sized entity (SMEs) clients in response  to the 

2015 IFAC Global SMP Survey. 

About the survey
Conducted annually, the IFAC Global SMP Survey is 

intended to take a snapshot of the key issues, and track 

important trends and developments facing SMPs and 

their SME clients. Leading researchers at the University 

of Dayton in the US now work closely with IFAC on the 

development of the survey as well as the analysis of 

survey results and reporting. The survey helps IFAC 

and its member organisations, such as ACCA, gain a 

better understanding of the specific challenges and 

opportunities facing SMPs and SMEs globally, and as 

a result, better serve this constituency. 

The 2015 survey, which was conducted from October to 

November 2015, elicited 6,725 respondents from 169 

countries, providing professional services to more than 

800,000 SME clients. This makes it one of the world’s 

largest surveys of accountants. The largest numbers of 

respondents were from Europe (41%), Asia (26%) and 

Africa (15%) and, with the exceptions of the US and 

Russia, there were more than 70 responses each from 

the 10 countries ranked the highest globally by gross 

domestic product. A majority of respondents were 

either sole practitioners (39%) or from practices with 

two to five partners and staff (32%). 

What we learnt
The survey offered some interesting intelligence 

about SMEs that might help SMPs better understand 

how best to serve these clients. When asked about 

the challenges facing their SME clients, 75% or more 

of respondents rated seven of the eight challenges 

as ‘moderate or greater’. The top challenges 

facing SME  clients included economic uncertainty 

(rated by 61% as a ‘high’ or ‘very high’), rising costs  

(58%),   competition (54%), and difficulties accessing 

finance (51%). 

The survey also explored the extent to which 

globalisation is impacting the smallest of businesses 

by asking about the international activities of SME 

clients. Consistent with the Edinburgh Group report 

Growing the Global Economy through SMEs, the 

IFAC survey found that about three-quarters of 

respondents’ SME clients were engaged in some kind 

of international activity, most commonly import or 

export. SME involvement in other types of international 

activities, such as dealing in foreign currencies, owning 

international assets, and having foreign owners or 

investors, was substantially more limited. 

In general, more international activity was reported 

in the Middle East compared to other regions. As 

globalisation continues to spread, even among  

SMEs, it will become increasingly important for  

SMPs to attend to the international business needs of 

their clients. 

Respondents were also canvassed on the direction of 

profits of their SME clients over the past year. The largest 

percentage of SMPs, 41%, said that clients’ profits 

had decreased. An increase in profits was reported 

by 31% and no change in profits by 22%. Decreases 

in the profits of their clients were considerably more 

prevalent for respondents in the Middle East (46%) and 

Asia (46%), which corroborates concerns emanating 

from Asia about an economic slowdown and volatile 

stock market. 

Biggest challenges
SMPs continue to face many challenges and consistent 

with the 2014 survey results, a majority of respondents 

viewed each of the 12 challenges presented as  

moderate, high, or very high. The most pressing 

challenges facing SMPs included attracting new 

clients (47% rated this as high or very high), keeping 

up with new standards and regulations (44%), and 

differentiating themselves from the competition (43%). 

The need to attract new clients suggests SMPs ought 

to consider more intensive marketing and promotion 

and expanding their service offerings. 

Respondents rated eight environmental factors to 

indicate the extent to which they believed each might 

have an impact on their business over the next five 

years. The regulatory environment, competition, 

and technology developments were viewed as the 

most impactful with 52%, 46% and 43%, respectively, 

anticipating that the environmental factor would have 

a high or very high impact. 

Technology developments stand out for me. These are 

both a challenge and an opportunity. Some, perhaps 

most notably Daniel Susskind, author of The Future 
of the Professions, argue that technology threatens 

to render the professions obsolete, accountancy 

included. Others, and that includes myself, see it as an 

opportunity to improve the value of the services to our 

clients: data analytics, for example, enables us to offer 

well-informed advice to our clients. 

How well did SMPs perform?
Respondents were asked how their revenues changed 

in 2015 compared to 2014. For the four service 

areas (audit and assurance; advisory and consulting 

services; tax; and accounting, compilation and other 

non-assurance and related services), the largest » 

Advisory and consulting 
services are expected to be the fastest growing 
revenue source for SMPs in 2016 
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percentages of respondents indicated revenues stayed 

the same (33% to 38%) or increased moderately (23% to 

27%). These fi ndings mirror those of the International 
Accounting Bulletin’s World Survey 2016, which looks 

at the revenues of networks and associations.

Refl ective of an optimistic outlook, more than one-third 

of respondents forecasted that fees would increase in 

2016: advisory and consulting services (44%); accounting, 

compilation, and other non-assurance and related 

services (41%); tax (39%); and audit assurance services 

(35%). In comparison, for each service area, between 

31% and 35% projected revenues would stay the same. 

What this tells us is that advisory and consulting services 

are expected to be the fastest growing revenue source. 

Most respondents (84%) provided some form of 

consulting service and the larger practices were more 

likely than sole practitioners to provide these services. 

The IFAC SMP Committee has long recognised the 

growth potential of this service line and has actively 

encouraged the global SMP constituency to seriously 

consider stepping up its business advisory activities. The 

types of business advisory services they offered  most 

frequently in 2015 were tax planning at 52% and 

corporate advisory, including advice on mergers and 

acquisitions, valuations and legal issues, at 45%. The 

IFAC Global Knowledge Gateway has many of the 

resources needed to help SMPs offer advisory services.   

Networks, associations and alliances
According to respondents, the top three benefi ts 

of membership of a network, association or alliance 

are: attracting new clients, broadening client service 

offerings and branding and marketing. These benefi ts 

address many of the main challenges they are facing. 

What’s more, membership of these organisations 

can  also expand SMPs’  ability to serve clients 

operating internationally. 

Only 28% of SMPs (11%) reported that they currently 

belong to a network, association (10%) or alliance (7%). 

An additional 24% indicated that they were considering 

joining one. Slightly less than half of respondents in both 

2015 and 2014 (48% and 49%, respectively) indicated 

that their SMP had no interest in joining a network, 

association or alliance. The regions with the largest 

number of respondents considering membership were: 

Africa (35%), the Middle East (32%), Asia (30%), and 

Central and South America and the Caribbean (29%). 

The larger the SMP, the more likely   the practice was 

to belong to a network, association or alliance – 65% 

of respondents from practices with 21 or more partners 

and staff indicated they belonged to one. 

Again, for those SMPs considering membership, I 

encourage them to go to the Gateway for resources to 

help them make the decision and, if they do decide to 

join, to make the selection and transition. 

Survive and thrive
Overall, the survey results indicate that 2015 was 

a positive year for SMPs, with revenues primarily 

staying the same or increasing moderately. Despite 

some concerns around the profi ts of their clients, 

especially in Asia, SMPs are also optimistic for the 

year ahead with a high number predicting increases 

in revenue. However, it is clear that many challenges 

remain and practitioners need to ensure that they 

maintain their relevance by equipping themselves to 

help their clients  cope with the current environment 

of rapid change and innovation. IFAC and its member 

organisations, with strategic insights and advice from 

the IFAC SMP Committee, will continue supporting the 

critical SMP sector in providing the services that will 

ensure their SME clients survive and thrive. ■

For more information about the survey 

visit IFAC.org/SMP

IFAC SMP survey (Feb 2016)

Challenges facing SMPs
Attracting new clients

Keeping up with regulations

Differentiating from competition

Challenges facing SME clients
Economic uncertainty

Rising costs

Competition

Accessing fi nance

47%

44%

43%

61%

58%

54%

51%

Giancarlo Attolini 
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Accountants’ SMP 
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The game-changers
Central Europe’s CFOs discussed new technologies, a new generation of employees 
and the aftermath of the financial crisis at the 2015 CFO European Summit

The transition of CFOs from financial controllers 

to broad business strategists is helping 

European companies to thrive in today’s 

climate of disruptive change. That was the message 

from the eighth CFO European Summit, ‘Becoming a 

leader of change’, organised by ACCA  Poland.

Companies are responding to new technologies, 

a new generation of employees and the lingering 

effects of the 2008 financial crisis by changing 

business models, human resources (HR) practices and 

even the way they  envisage their role in society. 

And CFOs are helping drive the reforms, said 

Katarzyna Ostap-Tomann FCCA, the deputy CFO 

and managing  director finance of Polish media and 

telecoms group Cyfrowy Polsat and Polkomtel. 

In her speech at the summit, Ostap-Tomann traced 

the  development of the CFO role: from ‘bean 

counters’ in the 1960s, to ‘number crunchers’ in the 

1970s and ‘financial gatekeepers’ in the 1980s. By 

the turn of the century, she said, the CFO had been 

defined by high-profile US  financial consultant Sven 

Wehrwein as ‘a damn good businessman who also 

knows how to count’. 

The CFO ‘shouldn’t be seen any more as the head 

of   the business prevention group’, Ostap-Tomann 

told the conference, held in Warsaw on 19 November 

2015. ‘We should be seen as insiders who have 

valuable insights.’ »

Piotr Pietrzak: 

‘Companies no 

longer sell products 

or services; they sell 

solutions and user 

experience.’
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Virtual treasure
She stressed the value to innovative European 

businesses of virtual assets and revenue generators, 

including categories that didn’t even exist a few years 

ago, such as mobile social gaming. ‘We’re getting real 

revenue from virtual goods,’ she said. ‘We’re dealing 

with an increasing number of assets that are virtual – it’s 

not a machine you can amortise.’ 

And unlike physical assets, which lose value with use, 

virtual and intellectual assets often gain in value from 

increased use. CFOs are still changing their own and 

their companies’ thinking to account for this difference.

Piotr Pietrzak, chief technology officer for Poland and 

the Baltic states at IBM, cited business insight from 

the behaviour of his children, who represent the next 

generation of consumers. When Pietrzak’s six-year-

old daughter and three friends spent an hour in her 

room without making a sound, he went to investigate 

– and found them communicating with each other via 

the chat function in a game they were all playing on 

separate devices.

Such technologies, and the consumer behaviour they 

inspire, are driving a fundamental shift in the way 

companies define what they do, Pietrzak said. He asked 

attendees to imagine the perfect vase. After pausing, 

he pointed out that the challenge for companies today 

is not inventing a better vase at all, but finding new 

ways for consumers to enjoy flowers.

‘Companies no longer sell products or services; they 

sell solutions and user experience,’ he said. Echoing 

several other speakers at the conference, Pietrzak 

pointed to Airbnb, the US-based home-sharing 

website, and Uber, the US-based ride-sharing company, 

as examples of how all sectors of the economy continue 

to be disrupted by virtual services.

Pietrzak’s colleague, Izabela Jagosz-Kuchta, CFO for 

Poland and the Baltic states and IBM Poland board 

member, echoed the sentiment. Executives’ biggest 

worry? ‘They don’t know whether competition is coming, 

and from where,’ she said. She gave the example of UK-

based eyewear company Vision Express, which found 

itself facing a surprise competitive threat in Poland when 

discount grocery chain Biedronka, which has over 2,500 

stores in the country, started selling reading glasses.

In addition to the threat from new technologies and 

unexpected competitors, a new generation entering the 

workforce with new expectations of their companies and 

managers is also prompting a rethink of how business is 

done, said Gavin Flook, an executive committee member 

for talent at Deloitte Central Europe. 

Flook presented the results of Future leaders: first steps 
into the labour market, a Deloitte survey targeting future 

leaders from Generation Y (or millennial) students and 

recent graduates around the region. The research covered 

2,426 millennials from top universities in eight countries.

The survey found that talented young people in the 

region place a high value on work and careers, with 87% 

saying they would work even if they did not have to earn 

money. Some 36% ranked ‘the opportunity to develop 

and acquire new skills’ as the most important factor when 

choosing a job. That is not to say money is not important 

to the region’s millennials: the median expected salary 

was higher than the average national salary – by 22% in 

Poland, 52% in Hungary and 102% in Lithuania.

Experience rates high
Respondents were ‘not shy of telling us how good they are 

in many competency areas’, according to the report. But 

while 71% had gained experience through internships, 

with 95% of them seeing that as helpful, just 16% had a 

positive opinion of whether their universities had helped 

them prepare for their careers. That skills gap remains a 

challenge for employers in the region, Flook said.

Unlike most of their parents, who grew up under 

communism, millennials in the survey also expect mobility 

as part of their jobs, with 49% saying yes or ‘definitely 

yes’ to the proposition. Large multinational companies 

were the first preference for 42% of respondents.

Central Europe’s rising talents are actively seeking 

mentoring and coaching relationships within 

their companies, Flook said. They value age and 

experience, and expect to have access to top people 

in the organisation. Employers may want to rethink 

recruitment models based on sending junior staff 

CFO European Summit
The 2015 CFO European Summit was the eighth of its kind to be organised in Warsaw 

by ACCA Poland. Some 150 finance directors and managers attended. ACCA’s 

partners were credit insurance company Euler Hermes, IT company IBM, Big Four firm 

Deloitte, Warsaw-based marketing consultancy 4Results, Millennium Bank, recruitment 

company Randstad and Warsaw-based coaching boutique Piasecka&Zylewicz.

Daniel Thorniley 

(above): ‘The 2008 

crisis overhang has 

left us mired in the 

new mediocre.’

Gavin Flook (opposite): 

‘Gen Y has far more 

ways of finding out 

about a company 

than just consulting its 

brochures.’
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to market the company at universities, seeking to 

establish a connection based on age.

Managing millennials’ expectations is key, Flook said. 

Even if an employer does not think those expectations 

are realistic, ‘you have to have an explicit dialogue’ 

about the skills employees need to achieve their 

expectations for salary or  position. Managers need 

to take an individual approach here and be proactive, 

rather than wait for employees to speak up. 

Finally, new technologies and the new generation’s 

familiarity with them mean that companies need 

to invest more in cultivating and protecting their 

‘employer brand’, Flook said.

He added: ‘In the world of social media, Generation 

Y has far more ways of finding out’ about a potential 

employer than ‘just our brochures’.

If these generational and technology challenges 

are not enough, the global economy has remained 

mired in slow growth since the 2008 financial crisis – 

a situation described as ‘the new mediocre’ by Daniel 

Thorniley, president of DT-Global Business Consulting 

and co-founder of CEEMEA Business Group. 

For five straight years, international institutions have 

started the year with  optimistic forecasts for the 

global economy to return to growth at last – and 

then been forced to cut them, Thorniley said, adding 

that ‘it’s bad everywhere,’ including in central and 

eastern Europe.

The continuing effects of the crisis mean that an 

environment of low interest rates, low inflation and 

a low oil price will persist through 2016, Thorniley 

predicted. But the world is far from having no regional 

variations and CFOs need to be sensitive to them. 

As growth picks up in the US, companies there may 

begin considering a retreat from the rest of the world, 

shedding currency risks and all the other costs of 

running an international business.

With all this change, uncertainty has grown. Thorniley 

told of one client whose budget for 2016 includes 13 

scenarios. And customers are more price-sensitive, 

settling for products that are good enough rather than 

premium quality.

Share the pain
In such situations, CFOs’ financial nous is essential. 

Their key role is to ‘share the pain’, Thorniley said – not 

only with customers and suppliers, but perhaps most 

importantly with the CEO, by breaking the bad news 

about the global economy, and managing expectations 

for revenues and profits downward.

Amid the gloom, there are bright spots in central 

Europe, Thorniley said. In particular, he praised Poland 

for having avoided austerity measures, electing instead 

to ‘grow its way out of the crisis’. 

Yet every silver lining has its cloud: the relatively 

good performance in the region means that central 

European units of multinationals are being pressed by 

headquarters to make up for other parts of the world 

where performance remains sluggish. Managing the 

expectations of the parent HQ is key for multinational 

executives in this part of the world.

The 2008 crisis revealed a disconnect between markets 

and values, and an emphasis on individuals over 

community. The key to reviving the economy is therefore 

to put companies back in touch with their values and to 

renew the emphasis on community, said former Polish 

minister for economy and labour Jerzy Hausner. 

His ‘Firm-Idea’ model seeks to do so by helping 

companies rediscover their roots in the process of 

creating social value – an idea first proposed by Adam 

Smith, according to Hausner, now a professor at the 

Kraków University of Economics and a member of 

Poland’s interest rate-setting Monetary Policy Council.

By re-engaging with their fundamental business idea and 

examining their role in creating value for society, companies 

undergo a cultural shift. ‘The value of a firm fundamentally 

depends on its capacity for cultural realignment,’ Hausner 

said. ‘A Firm-Idea company is oriented towards adaptation, 

experimentation and development.’ ■

Nathaniel Espino, journalist based in Warsaw

Read Deloitte’s report Future leaders: first steps 
into the labour market at bit.ly/Deloitte-FL

‘The CFO should no longer be seen 
as the head of the business prevention group. We 
should be seen as insiders with valuable insights’
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How to build a leader
Recent ACCA summits in Shanghai and Hong Kong put the spotlight on how the 
finance profession can prepare for future roles and career paths – all the way to the top

Modern CFOs face a challenging tug of war. 

On the one hand, they are expected to 

provide financial analysis and insight and 

keep their organisations in a healthy financial position 

against a backdrop of a volatile economy. On the other, 

they need to embrace an evolving  role as business 

leaders, supporting and developing corporate strategy 

and guiding key business initiatives. 

This tug of war may have been visible this year 

more than ever before as finance leaders and their 

organisations operate in a world defined by a lack of 

a single and distinct global growth engine, with larger 

fluctuations in the relative value of many currencies and 

an ongoing plunge in energy prices. 

Finance professionals in China considered these 

developments during summits in Shanghai in 

October and Hong Kong in November 2015. A clear 

conclusion which emerged from the summits was that 

these difficulties were unlikely to end any time soon. 

This is particularly true for the Chinese economy, which 

is moving away from  the high-speed growth model 

driven by cheap labour that characterised it for the 

past few decades, towards a slower but hopefully more 

sustainable pattern of economic development.

Throughout 2014, China’s economy expanded at 

7%, the slowest pace in 24 years. Chinese Premier Li 

Keqiang has said that the target for economic growth 

in 2016 is 6.5%, lower than the 7% targeted for 2015.

This shift is happening as investment in real estate 

development shrinks and a greater proportion of 

the population ages, shrinking the size of China’s 

labour force by seven million to eight million per year 

from 2020 to 2030, according to Fan Jianping, chief 

economist at the Information Center of the State 

Development and Reform Committee.

With this downward pressure, many industries are tackling 

issues of profitability. For CFOs, the biggest challenge is 

to streamline their businesses to ensure cost-efficiency. 

In a study conducted recently by ACCA, 73% of 

financial executives surveyed said that they put cost 

management at the top of their agenda.

Wilson Tian, director of management consulting 

at KPMG China, described how cost management 

is a day-to-day concern for CFOs. ‘Specifically, the 

strengthening regulations under a tighter macro 

trend, increasing cross-field competition and 

increasingly complex needs from customers are 

mounting pressure on profitability,’ he said. ‘Worse 

still, the pressing need for cost control is beginning to 

show more side effects.’

One of the best ways to perform this cost control is 

through value-chain analysis, which allows firms to 

identify the primary and support activities that add 

value to the final product and analyse these activities 

to reduce costs or increase differentiation.

‘Most important is to identify links between activities. 

Only by understanding what factors drive the costs can 

managers focus on improving them,’ Tian said.

This is not always a painless process. Any effort to cut 

costs is usually associated with further cost reductions 

in subsequent and similar efforts and this is always 

a controversial topic. However, veteran financial 

professionals suggest that the first cuts should not 

necessarily be directed at staff.

Facing the future:

finance professionals 

considered their 

evolving role as 

business leaders 

during the summits 

in Shanghai and 

Hong Kong. 

‘CFOs should go beyond 
finance and touch on every single other function, 
since they need to transform the company’
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Fan Jianping (top)

talked about China’s 

slower growth, while 
Duncan Innes-

Ker (below) said 

productivity was key. 

‘The first thing that comes to mind may not always be 

layoffs or cutbacks,’ Tian said. The question is ‘how 

to improve productivity by rearranging the workload.

[That] can be another way out.’

While one way to maintain profitable numbers in financial 

reports during downturns is to cut costs, another is to 

look at the challenges in a more positive way and find 

ways to boost revenues by raising productivity, which is 

a major issue across the region, according to experts.

‘There are weaknesses on China’s economic data – no 

one denies that – but they are not a million miles off,’ 

said Duncan Innes-Ker, regional director for Asia at the 

Economist Intelligence Unit. ‘A key challenge is to raise 

productivity. This remains very difficult but new companies 

are emerging at a rapid rate; the private sector is very 

dynamic and there is a lot happening on that side.’

While the average research and development (R&D) worker 

in Europe works around 1,300 to 1,400 hours per year, 

workers at China’s telecommunications manufacturing giant 

Huawei work around 2,750 hours per year. Multinationals in 

Europe pay R&D staff between US$120,000 and US$150,000 

per year, while Huawei’s costs are just US$25,000.

‘Huawei persistently attacks its target markets with its 

comparatively low cost of research and development,’ 

Fan explained. 

This is just one example of a situation that requires 

CFOs to take a strategic view of operations and not 

just look at the numbers.

These days, CFOs are expected, both by the 

company and their peers, to come out from behind 

the curtain to  become power players within the 

C-suite, overseeing  multiple functions ranging from 

human resources to  legal, information technology,  
consumer services and more.

The question is how to smooth the shift, which is much 

harder than just adding some items to CFOs’   job 

descriptions. This is because the accounting 

and finance profession comes with built-in constraints. 

‘Our profession requires us to observe and follow rules 

and regulations. But when it comes to business, we are 

always encouraged to think out of the box. You have 

to be innovative, creative, but that may not be our 

strength,’ said Patrick KW Chan, executive director and 

CFO of Sun Hung Kai Properties. 

‘CFOs have to spend so much time doing analysis, 

while interacting with people is not their main function. 

I am not trying to undermine CFOs, but there must be 

a transformation process,’ he said.

One way to embrace the challenges that arise 

from the role transition is to work closely with other 

groups  outside finance to get to know how other 

business divisions operate.

‘CFOs should go beyond finance and touch on every single 

other function in the company as well, since CFOs need 

to transform the company,’ said Sun Zhenyao, chairman 

of HiSoft and a former president of HP China. ‘For CFOs, 

emotional intelligence (EQ) never weighs less than IQ.’

A key priority for CFOs was the need to meet stricter 

rules and ensure better communication among 

the different functions. It is in this area that Marcia 

Reynolds, president of Covisioning, noted that the 

most effective leaders can turn difficult conversations 

into breakthroughs. ‘The best leaders make us feel 

unsure of ourselves or bring us to a discomfort zone, 

since learning always happens in the moment of 

uncertainty,’ she said. 

Another approach that can smooth out this 

transformation is for organisations to embrace diversity, 

employing staff from different backgrounds to fill the 

knowledge gap and integrate knowledge.

‘The benefit is quite obvious,’ said Smita Sanadhya, CFO 

at Microsoft Hong Kong, talking about gender diversity 

in an organisation. ‘First, as men and women think in 

different ways, women can bring different insights and 

different ideas to explore a problem. Second, look at 

your consumer base. As your products tap more female 

and family-related areas, gender diversity can help you 

understand different needs of consumers.’

Embracing diversity does not only help CFOs integrate 

knowledge but is also a must-heed lesson to avoid 

high turnover of talent. High turnover ultimately adds 

to the costs of an organisation.

One telling example is managing age diversity. Most 

business leaders are older baby boomers or Generation 

X-ers, while younger professionals tend to fill more 

junior positions, particularly in large organisations. 

Nevertheless, the most successful CFOs are adept at 

taking multiple points of view and perspectives into 

account, aware that a ‘my-way-or-the highway’ attitude 

may be the best way to lose young talent.

‘The key difference with Gen Y is that we now live in 

an era of instant feedback and gratification, so they 

want to see immediate results,’ said Andrew Blake, 

who manages the commerce finance division at Robert 

Walters, an HR consultancy. 

‘There is more of a short-term focus on progression and 

on wanting their role to be interesting and satisfying 

from the start. In the past, people may have been more 

willing to bide their time and prove their worth before 

progressing through the organisation,’ he added.

The upshot of these changes and developments is that 

modern CFOs and other finance professionals have 

to juggle a variety of tasks and areas of responsibility, 

including keeping costs under control, managing risks 

against global uncertainty and providing innovative 

insights while working more closely with other business 

units as full-fledged partners.

Ultimately, the CFO may change beyond all recognition. 

‘In 10 years, maybe there is no CxO anymore. Instead, 

there will be a group of people making decisions 

together, hand in hand – CEO and CFO,’ said Bonnie 

Chan, CFO at IBM China/Hong Kong. ‘In addition, 

10% of our work may be related to daily operations 

and routine tasks, while 90% will focus on strategies 

development, outgrowing the competition and 

bringing values to the company.’ ■

By Pearl Liu and Irene Zhou, journalists
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Pushing the right buttons
Engaging with stakeholders, winning the talent war, stimulating growth, encouraging 
diversity – just some of the key business goals for finance leaders around the world

Dalynn Hoch
‘It is important for each employee to understand 

how they contribute to the overall success of the 

operation. I have tried to make the presentation of 

the results easier to visualise. CFOs will often turn to 

numbers too quickly. 

‘It is vital to have the right managers in place. People 

don’t tend to leave companies; they leave bad 

managers. Leaders have a huge effect on the job 

satisfaction of their teams and ultimately retention.’ 

Full interview at bit.ly/dalynn-hoch.

CFO, Zurich North America

Neil Williams FCCA
‘FDs need a broader range of skills; they’re not 

just an accountant. I made sure that I covered off 

the things I needed to do in order to reach an FD 

role – like working with shareholders and senior 

management, for example, an FP&A role and 

managing an IT project. 

‘You also need a very strong and capable team; I’ve 

learned always to employ people who are brighter 

and better than you.’

Full interview at bit.ly/neil-williams.

FD, Odeon & UCI Cinemas, UK and Ireland

Accountancy Futures | Smart finance | Viewpoints
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Kim Coles FCCA
‘It’s important to have clear accounting so you can see 

what your true costs and drivers are. Also, particularly 

for a multinational, accept the responsibility of 

paying taxes and don’t add complications, especially 

where you’ve got non-financial creativity going on. 

The smoke and mirrors of tax avoidance are very 

unhealthy. Clean, transparent financial information 

makes it easier to manage businesses and can also 

bring a better standard of business.’ 

Full interview at bit.ly/kim-coles.

FD, Lush

Simon Hove FCCA 
On the classic job of the CFO, deciding on resource 

allocation to increase the top and bottom line, 

Hove sees himself as a value hunter: ‘You have to 

be constantly looking for growth opportunities, and 

directing resources to the right place. You have to 

have that mindset that shifting resource allocation is 

absolutely key. 

‘As CFO, all information goes through you. You have 

all aspects of the business; it’s the best place to be.’ 

Full interview at bit.ly/simon-hove.

CFO, vaccines, Asia Pacific & Japan, Sanofi Pasteur
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Alan Stewart
‘When faced with significant change, it’s important 

to engage at all levels of the company. Investors 

clearly look at the experience of any new person 

in the role of CFO. Understanding the investor 

community is always an advantage. Focus on cash, 

and be clear and consistent in the priorities that 

you’ve set as you follow through with them. From 

a leadership perspective, being positive without 

being naively optimistic is vital.’ 

Full interview at bit.ly/alan-stewart.

CFO, Tesco

Ruth Curran FCCA
‘Companies are seeking high-calibre business 

professionals who are technologically adept, 

globally aware, operationally fleet of foot and, from 

time to time, open to global relocation or some 

time overseas. Businesses need to think about how 

they will stay ahead of hiring companies in defining 

innovative means to motivate talent and build loyalty. 

Talent development needs nurturing much earlier 

than is currently the case in most organisations.’

Full interview at bit.ly/ruth-curran.

Managing partner, MERC Partners, Ireland
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Dato’ Yasmin Mahmood
‘First, to achieve success, you need to find your 

inner drive. Everybody needs to understand what 

drives them. Second, you must be driven by passion 

in whatever you do. Third, you must never lose the 

desire to learn. I’ve always believed in diversity and 

that includes gender. ICT provides opportunities 

for women to contribute economically, not only 

individually but also towards national development.’

Full interview at bit.ly/yasmin-mahmood.

CEO, Multimedia Development Corporation, 

Malaysia

Rajesh Mahabeer FCCA
‘We need more black animal scientists, veterinarians, 

conservationists, tourism experts and visitors in 

the parks. Slow gains are being noticed, with an 

increasing number of black visitors. We create 

innovative ways of empowering communities living 

around the parks, so we are driving corporate social 

investment programmes. Our transformation aims 

to uplift communities, and we are developing ranger 

programmes to get schoolchildren into the parks.’  

Full interview at bit.ly/mahabeer.

CFO, South African National Parks
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Ready for action
Progress on the reform of international taxation demands that accords be translated 
into actions this year. ACCA’s Chas Roy-Chowdhury describes the potential hurdles
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In 2016, the shake-up of international taxation will 

shift focus from firm agreements to hard actions. 

The world’s leaders and their finance ministers 

expect no less, following the consensus achieved 

on far-reaching reforms that could radically alter 

how multinational companies are taxed, as well as 

where they are taxed.

Since 2013, the Organisation for Economic 

Cooperation and Development (OECD) has been 

developing a 15-point action plan to tackle Base 

Erosion and Profit Shifting (BEPS). It was always going 

to be an ambitious project, but the OECD has risen to 

the challenge, bringing with it the G20 leaders, who 

voted to implement the final package presented to 

them in November 2015. 

In their most recent communiqué, the world leaders 

said:  ‘Widespread and consistent implementation [of 

the 15 action points] will be critical in the effectiveness 

of the [BEPS] project, in particular as regards the 

exchange of information on crossborder tax rulings. 

We, therefore, strongly urge the timely implementation 

of the project and encourage all countries and 

jurisdictions, including developing ones, to participate.’

And it is clearly worth their while to participate. The 

OECD anticipates that the measures, if implemented 

in full by all the major economies around the world, 

will go some way to reducing the estimated US$100bn-

$240bn (£66bn-£160bn) lost through BEPS annually. 

This represents anywhere from 4% to 10% of global 

corporate income tax (CIT). This matters because of 

developing countries’ greater reliance on CIT as a 

percentage of their tax revenues.

Substantial overhaul
So after two years of work, the 15 action points have 

been completed and presented in a consolidated 

package that the OECD claims to be the first 

substantial overhaul of international tax rules in almost 

a century. Once the new measures become applicable, 

it is expected that profits will be reported where the 

economic activities that generate them are carried 

out and where that economic value is created. As the 

OECD says itself: ‘BEPS planning strategies that rely 

on outdated rules or on poorly coordinated domestic 

measures will be rendered ineffective.’

The final package of measures includes minimum 

standards on country-by-country reporting and 

treaty  shopping, curbs on harmful tax practices, 

especially in areas of intellectual property, and 

mutual  agreement procedures to ensure that the 

The development of a multilateral instrument that will 
incorporate the tax treaty-related BEPS measures into the existing network of 
bilateral treaties will arguably be the most complex aspect of the BEPS project

fight against double non-taxation does not result 

in unintended double taxation.

There is also revised guidance on transfer 

pricing rules  and a new definition of permanent 

establishment,  together with new measures for 

controlled foreign  companies, interest deductibility 

and hybrid mismatches.

Tough challenge
Finally, we will see the development of a multilateral 

instrument that will incorporate the tax treaty-related 

BEPS measures into the existing network of bilateral 

treaties. This will arguably be the most complex aspect 

of the BEPS project – as the OECD says itself, there 

are nearly 90 countries working together on this action 

point, and the aim is to get the instrument up and 

running, ready for signatories, by the end of 2016.

The OECD says that ‘implementation therefore 

becomes key at this stage’. The report says that the 

goal of Action 15 is to streamline the implementation 

of the tax treaty-related BEPS measures, an innovative 

approach with no exact precedent in the tax world, 

although such instruments do exist in other areas of 

public international law.

This could be the biggest challenge for BEPS in 2016, 

but at only 50 pages in length (compared to some 400 

pages for other action points), is there enough detail 

available to push this point through?

Development of the multilateral instrument is being 

taken forward by an ad hoc group, which has been 

tasked with hitting the end-2016 deadline. An initial 

conference to negotiate the instrument began in 

November 2015, under the chairmanship of the UK, 

supported by vice-chairs from China and the Philippines. 

More than 90 countries and jurisdictions have indicated 

they will participate in the negotiations. 

Once the instrument has been agreed, it will be available 

for countries to ratify. But on this, it is expected that 

there will be significant flexibility within the instrument 

so that participating countries might make different 

choices. This is going to be a tough point to get right.

As the OECD’s 2014 report on the multilateral 

instrument admits, the precise content of a multilateral 

instrument is yet to be defined, but at least there is a 

sense of direction. 2016 will therefore be a year when 

this sense of direction needs to be translated into a 

clear, understandable treaty.

At the same time, 2016 will see movement on a number 

of the other action points. Those covering transfer 

pricing (Actions 8 to 10) and Action 13 on country-

Chas Roy-Chowdhury 

FCCA is head of 

taxation at ACCA. 

He is the staff expert 

on ACCA’s Global 

Forum for Taxation 

and worked in public 

practice before joining 

ACCA.
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by-country reporting will be the first to take effect 

in 2016. Although the consolidated version of the 

transfer pricing guidelines is not due to be published 

until 2017, tax authorities are already starting to use 

the material released during the consultation process 

to open cases.

Country-by-country reporting, as set out in Action 

13, will benefit from very clear guidance through a 

fixed template. The first sets of data for December 

2016 year-end groups with global sales of €750m 

(£586m, $840m) must be delivered to tax authorities by 

31 December 2017. These will, in turn, distribute this 

information by 30 June 2018. Multinationals are going 

to be busy with their systems work on gathering the 

necessary data in 2016.

Activity around patent boxes (Action 5, harmful tax 

practices) will also be busy in 2016. In the future, patent 

box incentives may be granted only where the related 

research and development is conducted in the same 

country. The UK, which is currently consulting on its 

own patent box rules, is expected to present legislation 

quickly to introduce the new regime from June 2016 

and to close the existing patent box regime; at the 

time of writing it was expected that group transfers into 

existing boxes will not be allowed after 31 December 

2015. There are indications that Germany, Ireland 

and the US may introduce their own BEPS-compliant 

intellectual property regimes as well.

Top of the agenda
Such activity will keep international tax close to the top 

of boardroom agendas. According to Deloitte’s most 

recent European tax survey, the importance of BEPS 

has increased during the past year, while progress is 

also being made to prepare for the coming changes. 

In Deloitte’s previous survey, nearly a third (31%) of 

companies said they had begun preparations for BEPS. 

In the latest survey, this figure had risen to just under 

a half (44%). 

There is also acknowledgement that BEPS is likely to 

affect tax strategy. More than half of the companies 

in the Deloitte survey said they expected the cost of 

compliance to increase, and there was a significant 

increase in the proportion of respondents saying 

they would need to review or amend their entire 

international tax strategy. 

Half of the respondents thought their compliance 

burden was likely to increase as a result of the BEPS 

initiative; a third thought this burden would increase 

primarily from the country-by-country reporting 

requirements mentioned above, while the rest could see 

the burden increasing due to other requirements such 

as transfer pricing documentation and methodologies, 

and permanent establishment changes.

So 2016 will be a busy time for corporates as well as 

legislators and tax authorities. And there will be no 

letup as, looking forward to 2017 and beyond, there 

is still much work to do. Legislative action at a national 

level will be required to tackle issues around hybrid 

mismatches and interest restrictions.

Hybrids – where one party gets a tax deduction for a 

payment while the other party does not have a taxable 

receipt, or where there is more than one tax deduction 

for the same expense – are tackled by more than 400 

pages of guidance from the OECD. But it remains 

to be seen how many countries actually support 

this guidance. The UK government is considering 

legislation, having previously issued a consultation 

document on this, while other countries, such as 

France, already consider that their legislation outlaws 

such arrangements. But few other countries have 

publicly supported the OECD position.

Australia takes lead
Interest deductibility (Action 4) could prove interesting, 

if you’ll forgive the pun. The final report affords a 

degree of flexibility that could see a variety of different 

approaches to targeting interest deductibility. And 

whatever rules are adopted, there should be plenty 

of time allowed for corporate groups to reassess their 

capital structures so that they are still able to obtain 

relief for third-party interest expense. One thing is clear, 

however: the OECD does not want to see countries 

deliberately adopting a policy to attract international 

investment due to lenient interest deductibility rules.

But inevitably, some countries will prove to be more 

enthusiastic about BEPS than others. For instance, 

Australia has been seen as an early mover on BEPS, 

having adopted some measures even before the final 

recommendations became known. The UK, which 

has been accused of undermining the BEPS project 

through its diverted profits legislation, could be seen, 

if anything, as over-enthusiastic.

The Netherlands, which rightly or wrongly has been the 

target of accusations over its tax policies, is considering 

its response. There, legislation on country-by-country 

reporting is set to come into force from the beginning 

of 2016, with changes to its patent box regime also 

expected to come during the year. Ireland, which has 

been placed in the same camp as the Netherlands, 

will also legislate on country-by-country reporting and 

introduce a ‘knowledge development box’ that will 

comply with the OECD’s standards.

Then there is the US. It remains to be seen how 

the world’s largest economy will react and, if so, 

when. Caution seems to be the watchword here, 

even though the US played an active role in the 

BEPS process. The US government believes there 

is a risk of uneven and unfair application of the 

action points,  and is particularly  fearful that other 

governments will go after  the trillions of dollars 

locked  up in US international  groups who have 

been keeping their earnings offshore, and therefore 

not taxed under the US  system. And the US is not 

keen for  its corporate  groups to be sharing their 

information  with  foreign authorities. Even if all 

the  other hurdles are overcome, this could be one 

obstacle too many. ■
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Common cause
Controversy over the exploitation by companies of national tax rules and guidance 
has prompted a European Union action plan to steer corporate taxation reform

Growing concerns that companies are exploiting 

contrasting national taxation rules and guidance 

in the European Union (EU) to cut tax bills to 

unsustainably low levels have prompted a wide-ranging 

response from the European Commission (EC). 

In June 2015, it issued an Action Plan for Fair and 

Efficient Corporate Taxation in the European Union, 

to steer an ongoing revamp in the 28-nation bloc. The 

plan sets out a series of initiatives, including a strategy 

to relaunch its proposals for a common consolidated 

corporate tax base (CCCTB), enabling crossborder 

companies to calculate EU taxable profits by the same 

method. These proposals were initially put forward in 

2011, but have yet to be approved by the EU Council of 

Ministers, representing member states, even though its 

goal is to ensure tax is paid where profits are generated.

June’s action plan backed up a tax transparency 

package that the commission had released just three 

months earlier in March, tackling the most pressing 

issues, such as automatic exchange of information on 

crossborder tax rulings. But the action plan took the 

revision further, with initiatives to tackle tax avoidance, 

secure sustainable revenues for member states and 

strengthen the single market for business. Alongside 

the plan, the commission launched a consultation on 

disclosure, including country-by-country tax reporting 

(CbCR) for multinationals.

An EC statement on the action plan explained that 

current EU corporate taxation rules are ‘out of step 

with the modern economy. Uncoordinated national 

measures are being exploited by some companies 

to escape taxation in the EU. This leads to significant 

revenue losses for member states, a heavier tax burden 

for citizens and competitive distortions for businesses 

that pay their share.’

‘Corporate taxation in the EU needs radical reform,’ 

said Pierre Moscovici, EU commissioner for economic 

and financial affairs, taxation and customs, at the 

launch of the action plan. ‘In the interests of growth, 

competitiveness and fairness, member states need to 

pull together and everyone must pay their fair share.’ 

Moscovici made it clear that the ball was now in the 

member states’ court: ‘The commission has laid the 

foundation for a new approach to corporate taxation in 

the EU. Member states must now build on it.’

The linchpin of the plan is the CCCTB, which would 

enable crossborder companies to avoid having to 

comply with 28 different rulebooks when working out 

their EU taxation. However, the commission will have 

to work hard to get the idea past the council, given 

that member states have proved unwilling to yield 

national turf and approve the 2011 proposals. 

Notably, the commission proposes delaying 

‘consolidation’, the most controversial of the elements 

which have stymied progress on the 2011 proposal. 

Consolidation involves a group that operates 

through different companies in different locations 

having a single tax number rather than one for each 

of those locations. The commission plans to issue 

a separate proposal on consolidation, which would 

allow companies to offset losses in one member state 

against profits in another, ‘as early as possible in 2016’.

Mandatory for multinationals
The stepped approach is not the only diference 

from the 2011 proposal. The new proposal would 

create a mandatory system, at least for multinational 

companies, whereas previously it was to be optional. 

The commission said when releasing the action plan 

that since 2011, the CCCTB’s potential as an anti-

avoidance tool has been more widely recognised, 

yet ‘large companies that benefit from the current 

loopholes are unlikely to opt in’; so, to have real impact 

on tax avoidance, it must be mandatory.
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The key question now is whether member states will 

go for the revised proposal. ‘There is absolutely no 

quick-fix answer to CCCTB,’ says Chas Roy-Chowdhury 

FCCA, head of taxation at ACCA. He warns that not 

adopting consolidation at the outset would reduce 

its appeal to big business, but adds: ‘Even if the 

commission drops the consolidation it will still be a 

difficult sell. Since the financial crisis, member states 

are even more reluctant to divest themselves of any tax 

sovereignty. The measure requires unanimity [under EU 

council voting rules] and I think there will be a really 

long road ahead to achieve that.’ 

However, he says: ‘ACCA is keen to engage and see the 

commission and EU succeed. We are purely trying 

to instil a realistic slant to timeframes.’ He continues: 

‘With so many states now part of the EU, we are really 

stuck for making quick changes. Almost all aspects of 

the corporate taxation plan will take time to implement 

and we need to be prepared for that.’

Apart from the European People’s Party, which is 

commission president Jean-Claude Juncker’s own 

political group, the reaction in the European Parliament 

has also been lukewarm, with MEPs saying it was a step 

in the right direction but that more needed to be done. 

Roy-Chowdhury says the commission would need 

staying power: ‘I do not see any quick fix in terms of 

withdrawing or augmenting the proposals as a fast-

track way forward. We need to move step-by-step and 

realise that it will all take quite some time to progress 

through,’ he explains.

Action on tax havens
A key aim of the package is for companies to pay tax in 

the country where the profits are made, but that is not 

always easy to determine, says Roy-Chowdhury. ’It is 

very difficult to properly allocate profits, but companies 

generally will do the best they can in this respect, as 

the transfer pricing rules are a big part of the global tax 

landscape and they do not wish to fall foul of those.’

Alongside the action plan, the commission also 

published the first EU blacklist of ‘third-country non-

cooperative tax jurisdictions’, to promote a more 

uniform approach to tax havens. The EU list builds 

on national blacklists and will be used ‘to screen non-

cooperative tax jurisdictions and develop a common 

EU strategy to deal with them’.

Roy-Chowdhury notes that on the whole the EU has 

the economic muscle to force tax transparency reforms 

on tax havens: ‘It is very important that [non-EU 

jurisdictions]… can comply, take action and be able to 

be removed from the list.’

One advantage for the EU plan is that it dovetails 

with international thinking on Base Erosion and Profit 

Shifting (BEPS) – a concern to governments worldwide. 

This concern has inspired the development of a 

15-point action plan by the Organisation for Economic 

Cooperation and Development (OECD) and the G20 

group (see page 34). 

In its response to the commission consultation on tax 

transparency, the Federation of European Accountants 

(FEE) argued that the commission should wait for the 

final OECD BEPS action plan to emerge before moving 

forward with the EU rules. The FEE said this would help 

ensure companies in Europe do not end up having to 

comply with two different sets of rules.

In its answer, it said: ‘The impact of public disclosure 

on EU competitiveness can’t be predicted, therefore it 

may be better that the EU keeps pace with international 

developments (including implementing the OECD’s 

BEPS recommendations) but does not go beyond 

current initiatives at this time.’

However, the commission countered, saying not all EU 

member states are in the OECD and, unlike the EU 

proposals, compliance with the recommendations that 

emerge from the BEPS project will not be mandatory. 

FEE also warned that the EU rules would be difficult 

to enforce on businesses based outside the European 

Economic Area – the 28 EU member states plus Iceland, 

Liechtenstein and Norway – and warned this was ‘a 

possible competitive disadvantage for EU companies 

and a risk that they will relocate outside the EEA’. ■

Sara Lewis, journalist based in Brussels

Member states have 
proved unwilling to yield national turf and 
approve the 2011 Brussels proposals
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Nothing comes for free
Environmental risk assessments are important in defi ning dependencies as well as 
impacts, and the natural capital protocol is a new tool that can help do just that

Toxic water: a fl ooded 

church in a lake in 

Geamana, Romania,  

where the water 

became polluted by a 

copper mine. 

After 20 years managing the site of its 

decommissioned dioxane facility in Terneuzen 

in the Netherlands, chemicals company Dow 

decided to try a new approach to land remediation – a 

natural solution. 

With the groundwater still containing high 

concentrations of the chemical, the conventional 

technique – to pump and treat – would have cost nearly 

US$2m and required water additives. Instead, in 2012 

the company planted 240 trees on the site. After three 

years, scientists observed the roots drawing in the 

dioxane, a process expected to continue as the trees 

mature. The company says the project has cost half of 

what conventional methods would have required and 

also reduced the impact on the land and the water. 

Accountancy Futures | Corporate reporting | Natural capital

40 | Edition 12

CR_NaturalCapital_B.indd   40 23/02/2016   14:51



While the project makes simple business sense, it 

nevertheless refl ects a change of direction for Dow. The 

innovation involved the concept of natural capital – the 

ecosystems underlying a company’s natural resource 

use. The company is one of 80 members of the Natural 

Capital Coalition (NCC), a diverse consortium that is 

infl uencing the creation of the natural capital protocol, 

a management tool under consultation whose fi nal 

version is due out in June. 

It uses natural capital awareness to help guide 

decisions and assess environmental risk. This means 

considering the activities and value of the land, water 

and plants, as well as the ecosystems they embody, to 

improve a company’s conception of risk. 

Mark Gough, director of the NCC, says: ‘Most 

businesses have some idea of where they make an 

environmental impact but very few have an idea of 

their dependencies. The natural capital protocol will 

help them connect both, which is important.’ The 

dependencies, he says, can be a source of the risk.

Companies might previously have measured impacts 

such as greenhouse gas emissions in terms of tonnes 

of gas produced or spillage fi nes. They might have 

estimated changes in the state of the natural capital 

they use. They might have created a natural capital 

asset register. They might even have valued their 

impacts and dependencies. 

However, Gough suggests they probably won’t 

have considered why they were making those  

assessments nor what the point of them might be. » 
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‘They will probably not have integrated this into the 

management process,’ he says. 

The protocol is the outcome. It is an attempt to 

harmonise previous approaches to natural capital 

and to improve decision-making. It aims to link 

environmental impact data back into management 

decision-making and direction. 

Breaking new ground
The protocol accordingly  breaks some new ground 

in terms of consolidating patches of existing practice 

among different businesses and making its mark as a 

corporate responsibility management tool. Coalition 

members range from ACCA to Tata Power and Burberry 

to Skanska. 

The ‘natural capital’ term is fairly recent. Its use suggests 

its potential destination as a component of balance 

sheets alongside financial capital. There, it might 

transform existing land asset figures, for example, by 

incorporating the value of ecosystem services – the 

ecological activities from which resources originate. 

These range from photosynthesis to pollination or 

wetland retention.

However, the protocol does not go that far. Companies 

adopting the protocol can opt to report, but don’t have 

to. So far, few have, and even fewer have attempted 

financial valuations – one of the potential long-term 

outputs of the protocol. 

Two of the pioneers here are German sportswear 

producer Puma and Danish pharma company Novo 

Nordisk. In its environmental profit and loss account, 

published in 2014, Novo Nordisk valued its water use 

for 2011 at €34m. Greenhouse gases were estimated at 

€171m and air pollution at €18m. Each figure was split 

into the various tiers of the company’s supply chain and 

own operations. The report states: ‘If environmental 

costs relating to water consumption, greenhouse gas 

emissions and air pollution were to be internalised, 

Novo Nordisk would have to pay €29m in 2011 for 

operational activities (core activities) alone.’ 

Anne Gadegaard, senior global adviser on corporate 

sustainability at Novo Nordisk, says there were surprises: 

‘The process helped look at the company’s generation 

of its environmental footprint in a completely different 

way.’ As a result, the company found it had overestimated 

activities at its factories. ‘The biggest effects come from 

leasing and what we buy from suppliers. Among them, 

consultancies have a big impact,’ says Gadegaard.

Novo Nordisk’s efforts consist largely of environmental 

footprint calculations. However, they also contain a 

natural capital component. For example, the company 

assesses the cost of using a plot of land to grow corn 

instead of forests. Its valuation includes estimates of 

pollination services and carbon sequestration. 

However, most corporations do not go that far, 

limiting their assessments to tonnes of polluting 

gases, for example. Valuations are fraught with 

difficulty because of the very character of natural 

systems, whose boundaries are hard to define and 

whose categories are not discrete. ‘In conventional 

accounting, you know what to include and what to 

leave out. But you can’t measure natural capital without 

making subjective judgments,’ says environmental 

accounting expert Robert Gray of St  Andrews 

University. Among the natural capital accounting 

problems is the assessment of marginality. Scientific 

uncertainties shroud the functioning of ecosystems, 

often making it difficult to assess whether a given 

change is marginal or not, and when thresholds are 

being approached or crossed. 

Non-linearity represents another difficulty. Many 

ecosystems do not respond to disturbances in 

a linear way, so their supply may appear to be 

relatively unaffected by increasing disturbance until 

they suddenly hit a tipping point when a dramatic 

response occurs. 

Finally, it is not always possible to predict with any 

degree of accuracy what species will do when their 

habitat has been upset.

Accordingly, the natural capital measurement tool can 

work only as a rough guide at best, and the protocol 

falls short of providing a method. ‘Natural capital 

accounting is evolving using better guidance and 

metrics over time to develop a rule of thumb as the 

science isn’t always there to answer the questions,’ 

says Karen Ellis, chief adviser on economics and 

development at conservation organisation and NCC 

member WWF UK.

Multipurpose tool
Ellis foresees a number of uses for the protocol and 

natural capital accounting generally. The most obvious 

might be to assess an existing plant site for different 

remediation methods, as in the Dow case. 

Another could be planning authorities using zoning 

maps to indicate which part of a landscape or river 

provides the highest ecosystem services. That 

analysis could help determine whether to provide 

a new habitat for a species upstream or perhaps 

improve a completely different area to protect that 

same species. 

‘Planning does take habitats into account, for 

example, and this can get used as a reason to refuse 

a new property development,’ says Ellis. ‘But more 

often it doesn’t. Natural capital assessments embed 

this thinking more systematically into the process.’

Alternatively, companies might assess the impact of 

a potential new site more effectively by using a kind 

Right: the Canadian 

beaver has returned to 

Sonora, Mexico after 

its ‘extinction’ 80 years 

ago.

‘Most businesses have 
some idea of where they make an environmental 
impact but very few have an idea of their 
dependencies’
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The natural capital naturals
ACCA acknowledges the skills that accountants can bring to natural capital valuation 

in its new report, Natural capital and the accountancy profession, written jointly with 

KPMG and Fauna & Flora International. The report defines natural capital using the 

natural capital protocol, which describes it as ‘the stock of natural resources (eg 

ecosystems, species, air, water, land, soil, etc) from which people can derive benefits’. 

Growing interest in the issue among companies, investors, governments and the 

general public suggests a demand for better analytical techniques in the field. Not 

only can members of the profession play a part in developing common approaches 

to natural capital accounting but they can also help embed its application in 

business decision-making. This is already happening, but much more needs to be 

done to develop the tools. 

The report describes the different subgroups of the finance profession, and how 

accountants are involved in major initiatives such as the natural capital protocol. It outlines 

the diverse range of standards covering different aspects of environmental reporting. 

Accountancy participation is described as valuable, owing not only to accountants’ 

expertise but also their influence in business. The report suggests that subgroups 

of the profession could integrate natural capital issues into mainstream decision-

making, accounting and advisory work. They could continue to develop assurance 

techniques (and expressions of opinion) to support the credibility of reported natural 

capital information and help expand individuals’ understanding of natural capital.

of stress test incorporating the longer-term natural 

resource risks of settling there. ‘It helps businesses 

better understand the risks of using natural capital in a 

whole landscape,’ says Ellis.

While the tool is initially meant for internal decision-

making and investigation, it could evolve further. 

‘Ultimately we would like to get to the point where 

we have a single reporting tool and can make 

comparisons,’ Ellis says. 

If nothing else, the natural capital protocol signifies 

that  big business recognises the increased risk of 

greater natural resource scarcity and damage. It 

demonstrates a recognition that companies need to 

control resource use more consciously. Above all, it 

helps justify continued activity and wins them more 

public support. ■

Elisabeth Jeffries, journalist

Read the report Natural capital and the 
accountancy profession at bit.ly/Nat-Cap
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Fixing the broken model
There’s a growing agreement that corporate reporting isn’t giving investors the 
information they need. But how can this be rectified and who should make it happen?

At the last PwC ‘Meet the Experts’ conference 

on financial reporting, the audience was 

asked whether they thought that financial 

statements would retain their relevance for users in the 

coming decade – 76% of (preparer-heavy) attendees 

thought that they would. The answer surprised many of 

the speakers at the conference, for good reason.

The clamour for reform of corporate reporting has 

steadily grown in recent months and years – there is a 

general view that corporate reports have become too 

long, that financial information is too complex, that 

disclosures in particular have reached an unmanageable 

volume, and that the amount of non-financial information 

provided by companies is making comparison between 

companies and across sectors increasingly difficult.

The audience’s answer, though, reflected the fact that 

users will always need financial information and corporate 

reports will always be the vehicle that delivers it. However, 

the more fundamental, underlying question is: ‘What will 

corporate reports actually look like in 10 years’ time?’

It is clear that the momentum for a complete overhaul 

of corporate reporting is steadily growing. A number 

of international bodies are working on projects that are 

designed either to tackle complexity and information 

overload, such as the International Accounting Standards 

Board’s (IASB) Disclosure Initiative, or to attempt to 

standardise the increasing volume of non-financial 

information provided by companies (such as the 

European Securities and Markets Authority’s guidance 

on alternative performance measures). At the same 

time, the requirement for additional information from 

regulators is growing, from country-by-country reporting 

to the disclosure of risk policy. The result is a mass of 

often overlapping and confusing information, with little 

apparent logic behind it. Add into the mix rapidly evolving 

technology that is changing the way financial information 

is used and read, and it seems that corporate reporting is 

falling very quickly into a box marked ‘unfit for purpose’.

Who’s in charge?
What the situation lacks is a common viewpoint on where 

corporate reporting should go – or at least someone 

who is prepared to coordinate the evolution. Part of 

the problem is that no single body has responsibility 

for corporate reporting as a whole. The IASB can 

explore ways of simplifying the reporting of financial 

information but, as its deputy chairman Ian Mackintosh 

told the recent International Integrated Reporting 

Council (IIRC) conference: ‘We are constrained by our 

existing mission.’ There are also clearly limits to what the 

IASB can do through International Financial Reporting 

Standards (IFRS) alone. IASB member Stephen Cooper 

pointed out at the ‘Meet the Experts’ conference that 

’simplification [of accounting standards] would be 

welcome, but I’d challenge anyone to achieve that, 

given the complexity of business’.

One option is for the IASB to widen its remit beyond 

financial reporting. The trustees of the IFRS Foundation 

are considering the responses to its consultation on 

proposals to enhance the structure and effectiveness 

of the organisation, which asked whether the IASB 

should play a more active role in developments in wider 

corporate reporting. The trustees themselves, though, 

said that they ‘continue to view the organisation’s 

existing forms of cooperation as a more appropriate 

approach than the IASB broadening its scope of 

work into areas outside the traditional boundaries of 

financial reporting’. Mackintosh said it was ‘an open 

question whether we should be more involved or not’.

Coordination and integration
There are initiatives intended to bring more cohesiveness 

and logic to corporate reporting, the most high-profile of 

which is integrated reporting (IR), described by the IIRC 

as ‘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’. The Corporate 

Reporting Dialogue, launched in 2014 and in which the 

IASB, US Financial Accounting Standards Board (FASB), 

IIRC and Global Reporting Initiative all participate, is 

attempting to create a coordinated discussion about the 

various reporting frameworks, standards and requirements 

around the world, but progress has been slow.

So now the Fédération des Experts Comptables 

Européens (FEE) has taken on the task of ramping up 

the debate with a new discussion paper, The Future 
of Corporate Reporting – creating the dynamics 
for change. The paper argues that the audience for 

corporate reporting is growing and diversifying, new 

business models are developing, and technology is 

transforming our environment at an unprecedented 

pace – but corporate reporting is failing to keep up 

with developments. The paper intends to kick-start the 

debate that needs to happen and hopefully encourage 

some sort of consensus (or at least coordination) 

internationally among users, preparers, regulators, 

standard-setters and governments. It is a step outside 

the usual remit of FEE, which has previously focused on 

financial rather than corporate reporting.
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‘This has had a long incubation,’ says Mark Vaessen, 

chair of FEE’s corporate reporting policy group. ‘It’s clear 

that there is a need for debate, so we need to stimulate 

it. This is a substantial thought-leadership piece for us.’

Hilde Blomme FCCA, FEE’s deputy CEO, stresses that the 

paper is not a FEE view on the future, but brings together 

different views from a wide variety of stakeholders. 

Vaessen adds that accountants are uniquely positioned to 

begin the debate: ‘We are natural intermediaries in the 

accounting profession between users and companies. We 

have to arbitrate between the two. It’s a natural role for us.’

The FEE report discusses the various developments in 

financial and corporate reporting, as well as initiatives 

to simplify accounts and improve communication. It 

describes integrated reporting and the IIRC’s IR framework 

as ‘promising’, but adds that IR is still developing and in 

an experimental phase: ‘It needs to evolve further to fulfil 

its mission to establish integrated reporting and thinking 

within reporting practice as the norm.’

Chas Roy-Chowdhury, ACCA’s head of taxation, sees a 

positive future for IR. ‘It has come a long way, thanks to the 

work and efforts of the IIRC. The next few years will allow 

IR to develop and become the mainstream accepted 

norm of any business’s reporting cycle.’

In its report, FEE puts forward its own suggestion. It 

says that the ultimate aim should be ‘a single, easy-to-

understand report’ that aims to address the needs of a 

wider stakeholder audience. As a way of achieving this, 

it puts forward a ‘core and more’ approach. The ‘core’ 

is an overarching report or executive summary, which 

would include ‘key information that is important for 

understanding the company’s affairs, key financial results 

and additional information that’s considered relevant 

and material to the company’s stakeholders’, based 

on relevance and materiality. The core report would 

include information on ‘expectations for the future’. This 

would be supplemented by (and hyperlinked to) a series 

of ‘more’ reports, containing additional information 

such as financial statement disclosures, to support the 

information in the ‘core’ report. Users could then pick 

and choose which detailed information they needed.

The report raises a number of difficult questions that will 

need to be addressed as part of the debate. Some of 

them go to the basics of accounting, such as the primary 

qualitative characteristics on which reporting is based.

The IASB’s Conceptual Framework names relevance 

and faithful representation as the primary qualitative 

characteristics, with other characteristics such as timeliness 

and comparability supporting them. The FEE report, 

though, concentrates on the relevance and timeliness of 

information, even if that comes at the cost of comparability. 

‘For users,’ it says, ‘the timeliness of financial information is 

key. Users seem to be prepared to take risks and rely on 

incomplete and even unreliable financial information, if it is 

produced on a timely basis. It is a critical choice whether all 

of the corporate report should be prepared and issued at 

the same time, or whether some information may be issued 

later or earlier or when relevant events occur.’ It adds that 

relevant information ‘is buried in the ever-increasing volume 

of financial information’ and that financial statements need 

to evolve to retain their relevance and not be seen merely 

as a compliance exercise. 

‘Relevance is more important to me than comparability,’ 

says Vaessen. ‘There will always be a certain level of 

comparability because of market forces, but relevance 

trumps comparability.’ Blomme adds that ‘anyone 

expecting comparability to be the priority in this will be 

disappointed’. Crucially, the ‘core and more’ reports would 

not necessarily have to be available at the same time 

– the core report would need to be timely, while ‘more 

detailed information such as specific disclosures could 

become available at a later stage’. ‘Maybe we need to 

step away from a purely periodic approach to reporting,’  

adds Vaessen. 

One of the biggest areas of corporate reporting in need 

of attention is non-financial measures and information. The 

paper argues that its increased use means an international 

framework is becoming essential. It cites an article by 

Robert Elliott, former chairman of the American Institute 

of Certified Public Accountants, published in 1998, which 

illustrated the diminishing influence of financial statements 

on markets and said there is need for ‘decisive leadership’ 

in developing a common international framework for non-

financial information. ‘Financial reporting is well-developed,’ 

says Vaessen. ‘It’s other areas that need attention.’

‘The crux of what our report is trying to achieve is how to 

put some structure around the unstructured information,’ 

he adds. ‘It’s open to all kinds of manipulation – boards 

talk about what’s important to them, but without the key 

performance indicators to measure them. It can often be 

a story that’s not based on fact.’

The report stresses the need for the profession to innovate 

if a solution is to be found. ‘Proposals for changes, 

however, should not compromise the key characteristics 

of the current corporate reporting model that periodically 

companies prepare financial statements to a recognised 

standard and have them audited,’ comments Richard 

Martin, ACCA’s head of corporate reporting. 

The FEE paper is open for consultation until the middle 

of 2016, after which FEE will come up with a list of policy 

recommendations. One of the first and most important 

questions to answer, though, is who will be in charge of 

taking things forward from that point. ‘We don’t have the 

answer to that; there are a lot of players in the debate,’ says 

Vaessen. ‘But it will certainly need government support. I 

see a lot of parallels to the 1970s when the International 

Accounting Standards Committee was created. The need 

for global accounting standards was seen and the initiative 

was taken up by the profession. It took a long time, but 

without a dot on the horizon, things won’t move.’ ■

Liz Fisher, journalist

The FEE report can be found at bit.ly/FEE-

report. Comments requested by 30 June 2016. 

See the Corporate Reporting Dialogue at

bit.ly/cr-dialog
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The matrix
The integrated reporting Competence Matrix will provide global offerings that can 
be adapted to suit local requirements, says the IIRC’s Neil Stevenson

Reporting is not merely a process requiring a 

compliance mindset. It needs broader skills – 

communication, influence, judgment, analysis 

and the ability to make connections, among others. 

This is the context for the development of a new 

competence-based approach to training for integrated 

reporting (IR), in response to calls from the market for the 

International Integrated Reporting Council (IIRC), as the 

global authority on IR, to establish a globally consistent 

model for training. Known as the IR Competence Matrix, 

it has been led by the IIRC with support from ACCA, 

which funded independent educational expertise 

alongside its own educational specialists. 

Through this approach we are seeking to provide a 

means for additional learning for professionals who 

are involved in reporting, including accountants, 

specifically on IR. This is consistent with long-standing 

models adopted by professional bodies to encourage 

(and now often mandate) continuing professional 

development beyond the initial qualification, 

recognising the need for ongoing learning to ensure 

skills and competences remain up to date in fast-

moving business and regulatory environments.

From our point of view, training in reporting needs to 

be consistent with the need to move towards a new 

capital markets system in which long-term focus and 

sustainable development are at the heart of successful 

enterprise. To achieve this, we need to move our 

mindset away from silos in reporting and from financial 

management to value management in our thinking and 

approach. This must be firmly established in the mind 

of the board and providers of financial capital as well 

as throughout the organisation and its reporting chain.

Our approach is therefore based on a number of 

insights which we believe are essential starting points 

to ensure that organisations are able to put value 

creation at the heart of their purpose and strategy. 

Whole business perspective
While the reporting process is important and learning 

outcomes should relate to implementing IR itself, we 

do not believe that the focus should rest on process 

alone. The links to strategy that IR requires and its 

scope across the organisation need a broad outlook. 

We believe that training should include areas of 

competence in change management and leadership 

– which are essential in the context of ‘reporting on 

the whole business’, involving interactions within and 

outside the organisation. 

Knowledge, skills and behaviours
Training should provide clear guidance on the 

knowledge, skills and behaviours necessary to work in 

an IR environment. These should build on the existing 

professional and business skills possessed by many of 

those already involved in reporting. But the key point 

here is that training should be focused on the skills and 

behaviours of the individual as much as on the process. 

This is the way to ensure IR can be embedded as a 

strategic tool in the organisation, in turn promoting 

better integrated thinking.

Linking strategy with governance 
A particular aim is to reinforce the close relationship  » 

Neil Stevenson 

is managing 

director, global 

implementation, at 

the International 

Integrated Reporting 

Council.

What is IR?
Integrated reporting (IR) is enhancing the way 

organisations think, plan and report the story of their 

business. Organisations such as ACCA are using IR 

to communicate a clear, concise, integrated story 

that explains how all of their resources are creating 

value. IR is helping businesses to think holistically 

about their strategy and plans, make informed 

decisions and manage key risks to build investor 

and stakeholder confidence and improve future 

performance. It is shaped by a diverse coalition 

including business leaders and investors to drive a 

global evolution in corporate reporting.

Training needs to be consistent with 
the move towards a capital markets system with 
sustainable development at its heart

Timeline
The IR Competence Matrix was developed during 

2015 with the input of an expert advisory group

* March to July 2015 – development of draft matrix 

with advisory group.

* July to September 2015 – global feedback period.

* September to end 2015 – finalisation of matrix.

* Early 2016 – launch of matrix and identification 

of partners to deliver training with programmes 

delivering to the matrix.
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The IR Competence Matrix 
The IIRC has taken an approach to developing the IR Competence Matrix that 

we believe is in keeping with our role to be market-led, taking into account local 

practices and requirements.  

We have adopted a principles-based approach, setting out the learning outcomes 

required. This is an approach followed by many institutions and professions. It is 

also entirely in keeping with the principles-based approach of the IR framework 

itself. Users of the IR Competence Matrix therefore should not expect a step-by- 

step guide to implementing IR through a process. We believe this is best led by 

reference to the individual circumstances of each organisation adopting IR and by 

learning from leading practice in the market. 

The matrix is divided into two levels – introductory and practitioner, suitable for both 

those with oversight and management of reporting and preparers themselves. It has 

four competence areas which are divided into a range of learning outcomes (see 

diagrams below). The IIRC will not be offering training itself but will work through 

a range of partners – universities, business schools and professional bodies; and 

organisations offering professional development and training programmes.

Overview of Introductory level – competence 
areas and high-level outcomes

Overview of Practitioner level – competence 
areas and high-level outcomes

Integrated reporting
Present the business case for the introduction of integrated reporting, 

including integrated thinking, to an organisation.

Integrated reporting
Present the business case for the introduction of integrated reporting, 

including integrated thinking, to an organisation.

Implementing integrated reporting
Describe the factors that contribute to successful implementation of IR, 

including integrated thinking, within an organisation.

Implementing integrated reporting
Participate effectively as part of a team planning and coordinating the 

implementation of IR, including integrated thinking, within an organisation.

Integrated thinking 
Explain the fundamental concepts 

of value creation, the capitals and 

the value creation process.

Integrated thinking 
Apply the fundamental concepts 

of value creation, the capitals and 

the value creation process. 

Integrated report  
Describe the requirements of the 

International IR Framework.

Integrated report  
Advise on the requirements of the 

IR framework and how it will affect 

existing reporting practices.
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between strategy, corporate governance and reporting. 

In particular, we need to draw out the role of senior 

management and those charged with governance 

– and with this in mind, the IIRC is including specific 

components in its approach to training which are 

relevant to those coming to IR for the first time and 

in particular senior managers and those charged with 

governance of the organisation.  

The timing is right to introduce a global approach 

to training for IR, two years after the International 

Integrated Framework was launched. A number of 

institutions and consultancies are starting to offer 

programmes. In addition, forward-thinking professional 

bodies such as ACCA are already embedding IR in 

their core professional syllabuses. And as adoption of 

IR increases in pace and scale, organisations around the 

world are seeking training programmes to help them 

improve their ability to implement reporting innovations. 

The IIRC intends to promote consistency in training 

in keeping with the aim to ensure consistent global 

implementation of IR itself. It also wishes to ensure there 

is sufficient availability of high-quality training available 

to meet market needs now and in the coming years.

Getting the right balance
In conclusion, reporting cannot achieve everything. 

That is to say, it is dependent on appropriate 

development of strategy, good governance and 

an  effective organisation. However, reporting 

can make the links: it can help management to 

clarify what is important to measure and manage, 

it can help break  down silos and improve the 

management of the organisation, as well as enhancing  

integrated thinking. If reporting changes behaviours, 

which the IIRC believes it does, then it can also support 

alignment  to both financial stability and sustainable   

development.

At the IIRC, with the IR Competence Matrix, we have 

approached IR training in this context, developing 

skills and behaviours which enhance strategic thinking 

and enable reporters to make the connections 

necessary for integrated reporting. 

What’s more, by including board and 

management  as  well as preparers in our vision for 

IR training, we aim to ensure that reporting is firmly 

embedded at all levels to position IR firmly in its 

rightful place. ■

Begoña Morales Blanco-Steger
‘In designing this IR Competence Matrix, we recognised that while the reporting 

process around implementing IR is important, we do not believe practitioners 

should focus on process alone. IR requires a broader outlook. That is why areas of 

competence around change management and leadership have been included.’

Senior manager, sustainability solutions, Indra Sistemas, a member of the IIRC’s 

training advisory group

Koushik Chatterjee 
‘The outcomes-based approach of the IR Competence Matrix provides flexibility 

for designing local training programmes and maintains the expected proficiency 

level of practitioners at a global level. Because the focus was on the skills needed 

to understand, implement and communicate the principles of IR, aspects such as 

change management, leadership and communication were included.’

Group executive director (finance & corporate), Tata Steel, chairman of IR Lab India

Rodrigo Miguel Trentin  
 ‘One of the most important things about designing this new IR Competence Matrix 

is to connect IR with some principles of corporate governance, such as accountability 

and transparency. This helps each part of the organisation – shareholders, board 

members, management and employees – to understand their role in developing an 

IR culture that creates long-term value to the company, its stakeholders and society.’

Training manager, Brazilian Institute of Corporate Governance (IBGC)

Ben Miller   
‘As stewards of public trust, accountants are well placed to help advance corporate 

reporting and business management practices. Together with paradigm shifts in 

reporting and growing stakeholder requests for information, new skills are required 

to present a holistic picture of an organisation’s value. The IR Competence Matrix will 

help identify the knowledge, skills and behaviours needed to adopt IR.’

Senior manager, climate change and sustainability services, EY
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Step into the limelightStep into the limelight
New audit standards could give the profession the chance to play a more visible 
role, as auditors in Singapore and Malaysia discussed at a recent roundtable

Arecent commentator in Fortune magazine 

posed the provocative question ‘Should 

companies eliminate audits?‘, on the basis 

that the ‘millions that large companies spend on 

annual audits’ were actually not providing investors 

with information that they need. 

The audit community is not oblivious to the criticism 

and what is perceived as the ‘expectation gap’. It has 

embraced one of the most publicly visible innovations 

enacted by the International Auditing and Assurance 

Standards Board (IAASB) on this front, a set of new 

international auditing standards that will kick into effect 

predominantly for December 2016 reports, signifi cantly 

changing how auditors communicate their work in the 

auditor’s report. 

Readers of fi nancial reports are familiar with the 

judiciously crafted audit opinion, a standard two-page 

affair that looks identical year in, year out, and across 

companies. Some might argue that the standard audit 

report is a direct manifestation of the strait-laced and 

guarded nature of the profession. It is almost ludicrous 

to see the thousands of hours of work that go into an 

audit for a large conglomerate translated into a stencil-

produced legal template for the public. In response 

to calls from investors for the auditor’s report to be » 

James M Sylph
‘If a company has big risks, or problems, regulators want 

to know that auditors have focused their professional 

scepticism on these issues. Reporting on them tells us that 

the auditor has focused on these issues during the audit.’ 

Co-chair, IAASB auditor reporting implementation 

working group

Arnold Schilder
‘It might be that the audit committee or 

management could make a strong plea not to have 

a certain KAM [but] it’s the auditors’ decision in the 

end given all the information and all the arguments 

they have heard.’ 

Chairman, IAASB

Julia Tay
‘This is not just an auditor’s report but an important 

change that should be embraced by all stakeholders 

in the fi nancial reporting value chain. The big 

picture is about raising governance standards and 

making Singapore more attractive to investors.’ 

Deputy chief executive, ACRA
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more informative and transparent, and more relevant for 

decision-making, reports under the new standards will 

incorporate key audit matters, finally offering a window 

into the infamous ‘black box’. 

Key audit matters (KAMs) are ‘the things that have 

given auditors the biggest headache in planning and 

performing the audit’, according to Jim Sylph, co-

chair of the IAASB’s auditor reporting implementation 

working group. They represent a subset of the matters 

already discussed with audit committees in the course 

of audit, and do not ‘in any shape or form replace 

the management’s perspective on the issues’ (which 

management would appropriately disclose in the 

financial statements); nor are they ‘a scorecard of 

management’s performance on those issues’. 

Audit committee chairs and members in Singapore and 

Malaysia were asked to reflect on the new requirements 

in a roundtable hosted by IAASB, ACCA and the 

Institute of Singapore Chartered Accountants (ISCA) in 

November 2015. The directors focused their discussion 

on gauging investors’ and regulators’ reactions, and on 

the roles of various parties in ensuring that true value 

can be realised from the new approach. 

The directors were optimistic that the new reports, 

especially the KAMs, would provide a valuable 

conversation starter – a platform for investors to 

engage in meaningful dialogue with the management 

and directors – and a better appreciation of the 

complexities and sensitivities involved in the 

preparation of the financial statements. However, it 

was noted that while KAMs are extracted from a larger 

pool of matters discussed between auditors and audit 

committee, the narration will have to be thoughtfully 

tailored for investors and the wider audience who are 

not privy to the full exchanges between auditors and 

audit committees. 

A question was raised about whether KAMs could be 

used against a company where it transpired that the 

matters disclosed were either incomplete or otherwise 

deemed misleading. Cutting to the core of the concern, 

it was clarified that the report is ultimately only a means 

of communication and the key issue is whether there is 

any misstatement (for which the company, including the 

directors, will be liable) and whether the auditors have 

performed sufficient, appropriate procedures in arriving 

at the final audit opinion. The audit report, including 

the KAMs, is the sole responsibility of the auditors, 

based on their professional judgment. It is not, however, 

developed in a vacuum, and the audit committee has 

an important role to play in encouraging a constant and 

Kevin Kwok
‘I think we can’t introduce the enhanced auditor’s 

report without responding as audit committees and 

carrying out a very similar discussion in the audit 

report. Otherwise we are going to look like we have 

lost control of the oversight function.’ 

Audit committee chair, Singapore Exchange

Datuk Zaiton Hassan FCCA
‘A dry run is important so that the audit committee 

can, together with the auditors, make sure that the 

outcome is enhancement in corporate governance 

and information for the investors, and not an 

unintended disruption to the market.’ 

Audit committee chair, Sime Darby Group

This is a true opportunity for the profession to reinstate audit to 
its proper place, to tell the world that audit is not just a hygiene factor, but can play 
a significant role in the global capital market and corporate reporting value chain

Merran Kelsall
‘The key audit matters will add to the “kit-bag of 

tools” at the auditors’ disposal and provide them 

with more leverage to encourage improvement 

among companies at the poorer end of the 

disclosure spectrum.’ 

Member, IAASB
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open channel of exchange with the auditors so that both 

sides can air their concerns and views about what should 

be included as KAMs. This is also why it is critical to start 

the discussion early and to conduct dry runs. 

On joint responsibilities, the directors felt keenly that the 

matters flagged up in KAMs are almost invariably top-of-

mind issues for them as well. These should therefore also 

be discussed in the annual report, either in a standalone 

audit committee report (if one is produced) and/or in 

the chairman or CEO’s statements, and definitely within 

the disclosures in the financial statements. 

In the UK, companies have had an early taste of the new 

report format as a similar requirement was early adopted 

a few years ago. Reviewing a selection of the reports, 

it occurred to the directors that while some seemingly 

attached a degree of conclusion to each KAM (‘estimates 

are balanced’, ‘revenue recognition is mildly cautious’), 

others did not. This was recognised as innovation on 

the part of the auditors, going a step further to help 

investors and others gain a better appreciation of how 

management handled the issues highlighted. While 

innovation is encouraged, and many directors appeared 

partial to the ‘mini audit conclusions’ (because they 

provide ‘closure’ to the KAMs), the UK’s regulator, the 

Financial Reporting Council, has advised caution with 

‘the inclusion of such findings in an auditor’s report so 

as not to inappropriately include discrete opinions on 

separate elements of the financial statements’. There 

should only be one auditor’s opinion, arrived at on the 

balance of the judgment of management as a whole, as 

applied to the full set of financial statements. 

Another concern was that reports may look different 

in the first year, but that in subsequent iterations the 

profession may lapse back into cookie-cutter, legally 

sanctioned language. All participants in the corporate 

reporting ecosystem have a role to play in ensuring that 

reports do not merely evolve from a short boilerplate 

to a longer boilerplate. Apart from auditors, who have 

clear responsibilities to ensure that they continuously 

dispense high-quality insights, investors will have to be 

fully engaged and actively using the reports as tools to 

connect with management and auditors. 

The proof of the pudding
… is in the eating, of course. As one of the directors 

illuminated, the real value of the enhanced auditor’s 

report to the company would be the raising of corporate 

governance standards (‘keep everyone on their toes’), 

and increased inflow of investment. Time will tell if the 

new report will prove to be a ‘differentiating factor’.

This is a true opportunity for the profession to reinstate 

audit to its proper place, to broadcast to the world that 

audit is not just a hygiene factor, a proverbial tick in 

the box, but one that can and will play a significant role 

in the global capital market and corporate reporting 

value chain. With less than a year to go, auditors 

need  to engage company’s board and management 

very quickly and to critically think about how to 

provide meaningful and truly useful insights. 

Here to stay
There is no doubt that we are operating in a highly 

volatile business landscape. Moving away from merely 

fulfilling the basic requirements, the auditor of the 

future needs to possess a fundamental attitude: 

the willingness to adapt and evolve to the changing 

business needs and the ability to deliver value through 

improved communications. 

The future can be challenging for the audit industry, 

especially in the face of the dynamic business 

landscape, increasingly complex regulations and the 

evolving needs of investors and lenders, but together 

with strong independent audit committees, the 

decades-long profession is here to stay. As long as it 

adapts, that is. ■

Chiew Chun Wee is head of policy, Asia Pacific, ACCA

Prescription for a headache-free implementation
Several important steps that the audit committee can take became obvious during 

the discussion: 

* Start early – discuss implementation with auditors at the earliest opportunity. 

* Undertake a dry run with the auditors.

* Look out for consistency – consider the implications of the potential KAMs on the 

directors’ reports, Management Discussion and Analysis, and other disclosures 

in the financial statements and annual report.

* Educate investors – directors and auditors should take every opportunity to 

engage with investors about the enhanced auditor’s report. This should include 

coverage of audit quality and the audit process, including helping investors to 

understand the interaction between auditors and the audit committee. 

* Make use of the available help – including resources on the IAASB website.

Heng Tan Cheng
‘The integrity of financial statements and corporate 

governance should be a tripartite effort. Auditors 

should not be alone in ensuring financial reporting is 

correct – that is only one-third of the effort.’  

Audit committee member, Chip Eng Seng 

Corporation

Dato’ Dr Lukman Ibrahim FCCA
‘The journey is not going to be simple, because it 

takes years to get everybody to the same quality 

level. But I believe if there is engagement, earlier 

rather than later, it will be welcomed by auditors 

and audit committees.’ 

Deputy audit committee chair, Progressive Impact

Euleen Goh
‘The real value of the enhanced auditor’s report to 

the company would be to elevate the standard of 

corporate governance, and so attract investment, 

but we will have to wait and see whether this proves 

to be a differentiating factor.’ 

Audit committee chair, Royal Dutch Shell

Opposite page: Chiew 

Chun Wee, head of 

policy, Asia Pacific, 

ACCA, and Arnold 

Schilder, chairman, 

IAASB.
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South Africa’s experience
As integrated reporting gathers momentum, attention is increasingly focusing on 
the extent to which reports can be subjected to assurance, says ACCA’s Faye Chua

Assurance over financial statements is an 

established and valued part of the corporate 

reporting framework. It provides a mechanism 

for holding management to account and supporting 

financial market stability. But the information companies 

release to their stakeholders is expanding, not least 

through the development of integrated reporting, which 

tries to represent how entities are using and creating 

different forms of capital. As organisations experiment 

with the content of such reports and their perceived 

value continues to grow, so standard-setters, preparers 

and users are exploring the potential for having these 

reports subjected to some form of formal assurance. 

The experiences of the South African audit community 

in their attempts to provide assurance over integrated 

reports are examined in a recent ACCA report, The 
Challenges of Assuring Integrated Reports: Views from 
the South African Auditing Community. The report, the 

third in a series looking at integrated reporting in South 

Africa, captures the research findings of academics 

from the University of Witwatersrand in Johannesburg 

and the UK’s Henley Business School at the University 

of Reading, based on 18 in-depth interviews with 

senior South African auditors and assurance experts.

The researchers found that assurance of integrated 

reports does have the potential to add value by 

improving such reports’ credibility and helping 

boards of directors to fulfil their monitoring and 

review functions. There is therefore a case for making 

integrated reports subject to assurance. However, 

based on the experience and expertise of South African 

auditors, a number of technical challenges make it 

impossible to assure the whole integrated report. 

Technical challenges
One key challenge stems from the difficulty of 

developing suitable criteria for assuring the integrated 

report. Auditors interviewed noted that the principles 

in the framework developed by the International 

Integrated Reporting Council (IIRC) are too generic 

to be applied consistently by different audit teams. 

In addition, management teams have to apply huge 

judgment when deciding what information to report, 

making it impossible for auditors to express an opinion 

on the completeness or appropriateness of information.

Another issue concerns the limited range of skills in 

a traditional audit team; to provide assurance on an 

integrated report, multiple new competencies would 

be required, including the ability to understand how the 

transformation of different types of capital creates value. 

There are further challenges, too. For example, some 

research participants doubted the adequacy of clients’ 

records, systems and controls, seeing weaknesses 

here as a problem for integrated reporting assurance 

engagement. The cost of providing even limited 

assurance was also considered to be prohibitively high, 

while the risk of additional auditor liability was seen 

by some interviewees as a problem, making auditors 

unable or unwilling to provide assurance on the whole 

of an integrated report.

Limited assurance scope
In the view of the South African auditing community, 

these technical challenges mean that only certain 

parts of the integrated report can be subjected to 

an assurance engagement. These are the factual 

disclosures that involve little or no evaluation by 

management and are not forward looking. In contrast, 

information that is abstract, interpretative, predictive 

or qualitative is too subjective to be assured.

Experimentation is taking place, however. While this 

is welcome, the researchers found some concern 

that existing practice is resulting in different types of 

professional opinion being given on different elements 

of integrated reports. They identified the risk that this 

could add to the ‘audit expectation gap’, with users 

placing too much reliance on engagement reports 

found or referred to in the integrated reports they read.

As an alternative to providing assurance on the content 

of integrated reports, participants were asked whether 

auditors should focus instead on conducting process-

based audits. Feedback on this idea was not positive. 

The systems and controls in integrated reporting clients 

were considered to be insufficient and inadequately 

documented. Audit experts also had concerns over the 

lack of suitable criteria for describing and evaluating 

the control environment. But even if suitable criteria 

IAASB monitoring integrated reporting assurance
The Integrated Reporting Working Group (IRWG), set up by the International 

Auditing and Assurance Standards Board (IAASB) is monitoring the developing 

demand for assurance engagements designed to enhance the credibility of 

integrated reporting. The IRWG is planning to issue a discussion paper on the 

topic in 2016. 

‘The IAASB has an open mind as to the way forward,’ says Merran Kelsall, IRWG 

chair. ‘The working group will continue to engage with stakeholders and facilitate 

the IAASB’s debates to inform the development of a discussion paper exploring 

assurance issues in greater depth, including how practitioners are innovating to 

meet the needs of investors and other preparers and users of external reporting.’ 

Faye Chua is ACCA’s 

head of business 

insight.
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could be developed, this could have the unintended 

consequence of limiting the relevance of information 

included in integrated reports, because companies 

might limit their disclosures to only those that could be 

objectively verified.

The researchers suggest that a short-term solution 

would be to develop a set of guidelines that recommend 

which parts of the integrated report should be the 

subject of an assurance engagement. The framework 

could also offer a basis for describing how assurance is 

provided over the material components of the report 

and identifying which parts remain untested. 

The researchers also encourage those responsible 

for governance within companies to consider how 

they are using a mix of internal controls, monitoring 

and different types of existing assurance (including 

external and internal audit) to make sure that the 

information being included is of a high quality. Rather 

than developing a sophisticated assurance model for 

integrated reporting, the researchers suggest that 

it may be easier and more effective to describe this 

‘assurance matrix’ to readers.

Long-term developments
Looking further ahead, the researchers identify the 

possibility of defining an alternative assurance model. 

This would not express an opinion on the extent to 

which the integrated report complies with the IIRC’s 

framework but instead would provide something similar 

to a panel review by suitably qualified experts.The big 

question here, as identified in the research report, is 

whether this could command the same respect as the 

audit of financial statements. There is also a risk that 

this new type of assurance report could be substituted 

for stakeholder engagement and activism. 

As a result, the researchers refrain from recommending 

an urgent push towards radical changes to existing 

assurance models. Instead, they make the case 

for companies to be given the time to refine their 

integrated reports and discuss with stakeholders the 

extent to which external assurance is actually required. 

Companies and the users of integrated reports need 

to work together to address the challenges that exist 

around assurance. This is an important issue and further 

exploration of possible solutions needs to take place. 

One Big Four audit partner interviewed for the South 

African study declared that ‘not in our lifetime’ would 

auditors be able to issue an opinion on the whole of 

an integrated report. But maybe our successors will 

achieve it. ■

Read The Challenges of Assuring Integrated 
Reports: Views from the South African Auditing 

Community at bit.ly/acca-ir
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Seeds of change
Sub-Saharan Africa is taking much-needed steps to improve its corporate 
governance in order to boost growth – and accountants have a key role to play

The need for sub-Saharan Africa to improve its 

corporate governance, promoting sustainable 

development in a region that still trails the rest 

of the world in many poverty metrics, has been a key 

theme of accounting conferences. And new initiatives 

reflecting this understanding have been making 

progress in both East and West Africa.

East Africa is certainly moving ahead in business terms, 

with the World Bank forecasting powerhouse Kenya’s 

economy to grow by 6% in 2015. Politically stable 

Ethiopia is forecast to grow by 9.5% in 2015; Uganda 

5.5%; Tanzania 7.2%; and Rwanda 7%. These are big 

numbers and for this growth to be maintained, the 

expanding companies generating this wealth need to 

be well run. This is the view of the Africa Corporate 

Governance Programme, which in September 2015 

launched an East Africa chapter. It is run by the World 

Bank’s International Finance Corporation (IFC), and 

financed by the Swiss government. 

The programme’s East Africa chapter is tasked with 

improving the performance of businesses in Kenya, 

Uganda, Rwanda and Tanzania by helping them adopt 

good corporate governance practice. Mohammed 

Nyaoga, the Central Bank of Kenya chairman, explained 
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the chapter’s advice would help companies access 

capital and lower regulatory costs. He says: ‘Business 

leaders need to move beyond setting corporate 

governance rules and toward adopting behaviours 

that embed good practice into corporate values and 

everyday business decisions.’ Openness is key here, he 

said, and programme specialists will coach businesses 

on becoming more transparent and accountable to 

investors and commercial partners.

Cheikh Oumar Seydi, the IFC’s director for eastern and 

southern Africa, says he hopes such reforms would 

underpin development work that his organisation 

undertakes across a wide range of sectors: ‘The IFC 

is supporting businesses in critical sectors for African 

development, including power, agribusiness and 

financial services. By further supporting good corporate 

governance practices within African companies, we 

expect them to carry lower financial and non-financial 

risk, and generate higher returns for shareholders.’

The programme, he argues, would ‘equip businesses 

in East Africa with the tools they need to attract and 

retain investment, and operate more efficiently, which 

in turn, will boost economic growth in the region’.

The initiative is not the first in East Africa to promote 

good corporate governance, however. Japheth Katto 

FCCA, a former CEO of Uganda’s Capital Markets 

Authority (CMA) and a Commonwealth Association for 

Corporate Governance certified trainer, stresses how 

in Uganda, the 2012 Companies Act has provisions 

encouraging good corporate governance: ‘The 

provisions are mandatory for public companies but 

voluntary for private companies. Also, in Kenya, the 

CMA has been developing a comprehensive code of 

good practice for listed companies.’

What’s more, the East African Community, an 

international organisation uniting Burundi, Kenya, 

Rwanda, Tanzania and Uganda, has issued a corporate 

governance directive for capital markets intermediaries, 

while one for listed companies has been drafted.

Such initiatives have also borne fruit elsewhere on 

the continent. The IFC has already teamed up with 

ACCA to boost corporate governance in West Africa, 

through a three-year long partnership in Ghana. The 

organisations held a conference in February 2015 in 

the Ghanaian capital Accra to raise awareness of »   

Time for tea: a 

Rwandan tea picker 

works on the Mulindi 

estate, about  

60 kms north of the 

capital Kigali.

East Africa protocol on good governance 
Just as Europe has the European Union, Africa has regional organisations driving reform across member countries, 

with a view to promoting regulatory harmonisation and efficiency. One of these is the East African Community 

(EAC), which has its eye on boosting corporate governance. A key ‘protocol’, the main legislative vehicle for the 

EAC, has been under development on good governance.

This aims to promote good governance in governments as well as companies – a key goal being to reduce 

corruption, which is regarded as a major barrier to development in the region.

In the protocol, the EAC member states promise to create ‘deterrent mechanisms to bribery for both domestic 

and foreign officials, corporate bodies and other types of front companies’. They also agree to promote good 

corporate governance by: establishing relevant national regulation; developing harmonised corporate governance 

principles; using regional and national institutions to promote the awareness of corporate governance; and 

adopting and enforcing accounting and auditing best practice standards and codes.
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the value and importance of good corporate 

governance. The event, ‘Corporate Governance: A 

Catalyst for Ghana’s Economic Development’, involved 

more than 100 regulators, policymakers, accounting 

profession and business leaders discussing barriers to 

progress and what good practice Ghanaian companies 

need to embed effective corporate governance. 

Despite this progress, Katto said further work is needed 

regarding corporate governance in African small-and-

medium-sized enterprises (SMEs) and family-owned 

companies: ‘Some family-owned private companies 

are larger than listed ones but with very poor corporate 

governance.’ He adds that corporate governance 

concerns should be extended to the public sector, 

which is ‘the area that needs the greatest attention…

particularly state agencies and parastatals’.

Jamil Ampomah, ACCA director – sub-Saharan Africa, 

is certainly clear that good corporate governance is a 

boon, wherever it takes root: ‘Companies with good 

corporate governance tend to run their businesses 

more effectively, while balancing entrepreneurship and 

prudence. This helps them create the market confidence 

and enhance the business integrity that are essential in 

gaining access to long-term investment,’ he stresses.    

Compliance challenge
Accountants can play a key role in improving corporate 

governance, he says, especially when, as often happens 

in sub-Saharan Africa, many become board members, 

executive directors, even CEOs and CFOs. ‘They are 

therefore directly responsible for setting the strategic 

aims, putting them into effect or supervising the process, 

and communicating with stakeholders,’ says Ampomah.

He also stresses the value of accountants as external 

partners in improving corporate governance – as 

independent auditors evaluating the integrity of financial 

information, or as advisers helping companies improve 

corporate governance based on their experience of risk 

management and internal controls.   

‘Achieving good governance is one of the region’s 

greatest challenges and will determine the success of 

new programmes and projects to promote the region’s 

development,’ he says, noting this was a key finding 

from ACCA research into African corporate governance.

One key problem he highlights is ‘the lack of obligation 

or enforcement to comply with codes’. He adds: ‘Such 

attitudes and behaviours present the greatest barriers 

to improving practice in the African region. As a result, 

there is an absence of effective corporate governance 

practices in a significant number of organisations.’ 

How should this be fixed? Drawing on ACCA research 

conclusions, Ampomah has a clear checklist of reforms:

* Organisations should ensure that there is a 

common  understanding of governance and ethical 

standards among governing body members and 

senior executives.

* Codes of governance or frameworks that are 

appropriate and relevant should be put in place to 

support innovation and improvement in practice. 

These should be adaptable to each organisation.

* Governing body members and employees should 

be clear about roles and responsibilities for strategic 

and operational governance and ethical practices.

* Accountants, particularly those serving on audit 

committees, should make sure decisions are 

transparent and decision makers are held to account.

* The role of accountants in implementing standards 

and ensuring compliance should be given greater 

prominence by making their contribution explicit 

to professional accountants and other relevant 

individuals across sectors and organisations. ■

Keith Nuthall, journalist

ACCA to support profession in Rwanda  
The International Federation of Accountants (IFAC) has selected ACCA to support the Institute of Certified Public 

Accountants of Rwanda (iCPAR) in developing the profession in the East African country. ACCA will work with iCPAR 

to update its strategic plan and help strengthen systems for accountancy education, qualification and CPD.  iCPAR 

was set up with the support of the Rwandan government in 2008, and admitted as an IFAC associate in 2012.  ‘We 

strongly believe in the development of strong, self-sustaining national accountancy organisations, which in turn 

support a robust global profession,’ said ACCA executive director of markets Stephen Heathcote.
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construction near 

Kenya’s capital.
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Aiming high

Pakistan has a vibrant corporate sector that is 

evolving from a largely agricultural heritage 

to financial services and value-added goods, 

and constantly aiming for greater heights. 

The textile sector, for example, is determined to 

increase exports, fully exploiting the European 

Union’s Generalised Scheme of Preferences 

(GSP). Meanwhile, the banking sector, despite its 

chequered history with the Bank of Credit and 

Commerce International (BCCI) scandal, has been 

robustly regulated over the last 30 years, is adopting 

technology rapidly and transforming its business 

model to reach the most financially neglected 

members of society through microfinance.  »

Despite a challenging economy, Pakistan has been punching above its weight in 
corporate sustainability and environmental reporting, reports ACCA’s Arif Mirza 

Bear necessities: 

ACCA Pakistan and 

the World Wide 

Fund for Nature 

are encouraging 

companies 

to produce 

sustainability and 

environmental 

reports.
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At the same time, the country’s central bank has in 

place prudential regulations for all banking business 

models, while the food industry is growing to meet 

domestic demand. Coca-Cola Beverages Pakistan is 

set to invest US$300m in the next three years, while 

Nestlé Pakistan is planning to invest US$37m this year. 

This corporate growth sits on a bedrock of increasing 

public participation in share capital, valued at US$65bn 

at the time of writing. This share ownership is made 

up of domestic and international institutions as well as 

a growing number of individual savers of all ages and 

backgrounds. This growing democratisation of share 

ownership, which needs regulatory frameworks and 

good governance practices to protect savers, is vital to 

emerging economies like Pakistan. 

Back in 2002, the then chairman of the Securities 

Exchange Commission of Pakistan (SECP), Khalid Mirza, 

brought in the first ever legal framework in the form 

of a code of corporate governance. This was created 

with extensive stakeholder consultation. Whilst not a 

panacea for all that was wrong with Pakistan’s industry, 

it did, over the next 15 years, change the psychology 

of directors and managers and it has become the most 

sustained set of reforms the corporate sector has seen.

One of the critical areas where Pakistan has been 

punching above its corporate governance weight is 

corporate sustainability and environmental reporting. 

Without doubt the economy is a challenged one, 

facing massive energy shortages. Twelve years ago 

the business community was criticising sustainability 

and environmental reporting as a bridge too far for 

the country’s stage of economic development, but a 

growing awareness of climate change has had its effect. 

ACCA Pakistan and the World Wide Fund for Nature 

Pakistan have been rewarding organisations that 

prepare and release sustainability and environmental 

reports for the last 12 years. The awards now attract 

more than 50 entries each year of voluntary reports, 

many of which now comply with Global Reporting 

Initiative (GRI) standards. In 2013 the SECP, recognising 

the global importance of the corporate social 

responsibility (CSR) agenda issued its own voluntary 

CSR guidelines for listed companies to provide a 

start to best practices. Unfortunately these guidelines 

are already out of date as the environmental, social 

and governance (ESG) agenda has moved beyond 

corporate philanthropy to sustainability and now 

towards integrated reporting. 

Nations are committing to ever lower impacts on climate 

change; this means lowering the carbon footprint of 

business processes, setting continuously challenging 

targets for greenhouse gas emissions as well as for water 

usage. We are also seeing a growing focus on human 

rights in the workplace, including gender, ethnic, and 

race issues, child labour and labour conditions generally. 

Global supply chains and a more interconnected 

world mean that Pakistan’s companies are subject to 

global protocols and regulations and there is a high 

risk of sanctions, embargoes and moratoriums if board 

directors do not begin to appreciate the importance 

of these factors to the future of their businesses. By 

creating board and management committees with 

expert members, companies will ensure that they are 

being governed at the highest levels and safeguarded 

for future generations.

Ask the right questions
What are the key performance indicators (KPIs) for 

collective board and individual director performance? 

Both quantitative and qualitative measures should be 

used to strike the right balance. So we may ask: ‘How 

much time did the board spend on strategic planning – 

one of the core duties of the board?’ Another area is risk 

management and the selection of leading executives. 

How many times did individual directors speak during 

the meetings, and did they ask questions on sensitive 

business areas? It is the responsibility of the chairman 

to periodically sit down with individual board members 

to agree upon their KPIs and then sit down with them 

to provide feedback and review performance. 

According to research in 2006 by Zaffar Khan, the 

then director of the Pakistan Institute of Corporate 

We must not forget that 
boards are made up of human beings with 
diverse personalities and formidable egos

Arif Mirza is ACCA’s

regional head of 

policy, MENASA.
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Governance (PICG), into board behaviour in Pakistan, 

more than 50% of those surveyed indicated no process 

for board performance measurement either collectively 

or individually. Today only 20% of KSE 100 (Karachi 

Stock Exchange) companies have in place a board 

evaluation process; 75% had no evident performance 

evaluation process, according to a desk survey carried 

out by staff of Deloitte Pakistan in 2014/15.

We must not forget that boards are made up of human 

beings with diverse personalities and often formidable 

egos. Ensuring these testosterone-charged individuals 

perform well as a team requires both empathetic and 

candid behavioural styles that need to be developed, 

via away-day meetings, ice-breaking activities, social 

interaction and inspirational training. 

It is also vital that the board functions as a team and 

that development is identified to build board members’ 

capabilities. This has now been mandated by the SECP 

through the revised code of corporate governance, with 

the leading role being played by the PICG through its 

board development series. The International Finance 

Corporation (IFC), one of the leading international 

equity investors in Pakistan, has been an important pillar 

in institutionalising the PICG, and providing a framework 

for board training and development. 

Current data says 92.5% of KSE 100 companies have 

organised corporate governance orientation and 

training programmes for their board members. This is 

rather optimistic when compared with the earlier PICG 

snapshot. Back in 2007 only 77% supported board 

development. Clearly things have improved over the 

last seven years but there is a long way to go and we 

really need to improve the capture of quality data, with 

more resources being put into the PICG.

Stop the rot
On reflection there remains a lack of ownership of the 

corporate governance agenda in Pakistan and the 

auditing profession is stepping into this ‘trainer’ space. 

This may have serious repercussions in reinforcing the 

box-ticking labelling of the corporate governance 

agenda and creating a culture of one-size-fits-all, 

especially at the base of the pyramid. On the contrary, 

corporate governance is about behaviour at the top, 

hence the saying ‘a dead fish always rots from the head’ 

– stop the head from rotting and the rest will follow.

I don’t believe that we can close the discussion on 

board behaviour without having a closer look at the 

behaviour of those board members who represent 

institutional share owners (I use the term ‘owners’ 

deliberately because there is a fundamental difference 

between share ownership and shareholding). 

Ownership brings with it the ultimate benefit of 

voting; however institutions such as the National 

Investment Trust, State Life Insurance Company, and 

the National Bank of Pakistan – the usual suspects 

of state-led institutional investment – have built 

very large investment portfolios over time. But their 

nominees on the boards of many of Pakistan’s top 

corporate boards behave more like custodians of 

shares, that is, passive rather than proactive sceptical 

significant share owners. Rarely do they play any 

important part in committees such as the nomination 

and audit committees. 

Pakistan must continue to strive for robust reforms 

in its corporate legal frameworks, ensure talent 

management across organisations and take the bold 

step of choosing professionals over incapable family 

members for important leadership positions. Finally, 

regulators such as the SECP, Competition Commission 

of Pakistan (CCP), State Bank of Pakistan (SBP) and the 

professional accountancy bodies must have the moral 

courage to punish those who operate outside the rules.

On recent visits to leading Pakistani universities to talk 

about trends in corporate reporting, I found aspiring 

graduates and postgraduates with a keen interest in the 

challenges facing industry. Sadly the academic world 

remains focused on the orthodox approach to corporate 

financial models, while industry has to increasingly play 

an ecosystem-building and sustaining role. 

The staff at these institutions ranged in age from 

30s to 70s; clearly students were being exposed to 

both old and new insights and experiences. In my 

opinion, the accounting industry has to build bridges 

with universities to begin the change of mindset of 

accounting, finance and business study graduates.

Double-edged sword
Often considered somewhat a sideshow in corporate 

governance matters, the SBP is the sole regulator of 

the banking industry in Pakistan. Whilst maintaining a 

robust monetary policy, the central bank through its 

prudential regulations has also kept a tight rein on the 

governance of banks. Banks therefore face a double-

edged regulatory sword, from the SECP by virtue of its 

mandate over the corporate and listing space and the 

SBP, which is more concerned with financial stability 

and protection of the public’s monetary matters. 

The SBP on the whole has managed the risk well. By 

taking what can be described as both a velvet-glove 

and iron-gauntlet approach, it has ensured that capital 

adequacy is maintained by specifying what the capital or 

equity base of commercial and other banks must be and 

taking a more thorough approach to bank behaviours. 

The SBP conducts numerous audits of banks especially 

at the governance level, drilling into minutes of board 

and committee meetings and often levying pecuniary 

penalties as a way of keeping management on their 

toes. It also clears all directors and senior executives 

prior to appointment, validating their fitness and 

propriety for the role. The corporate governance 

sections of the prudential regulations are no different 

from the SECP’s code but merely increase the 

distillation process for directors and management. 

In conclusion, as an active stakeholder in Pakistan’s 

corporate future, I sense real optimism in the industry’s 

ability to convert its ambitions into economic growth 

while enforcing better governance. ■
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Closer to the spotlight
While there is clearly a demand for more socially sustainable banking, Islamic finance 
experts are calling for a slow and steady approach to developing the sector

Despite its high profile, Islamic finance is 

arguably still stuck in third gear. Valued 

at more than US$2 trillion worldwide, and 

having grown exponentially over the past decade, the 

niche financial sector nevertheless has yet to achieve 

the critical mass that will take it to the next level and 

challenge conventional finance more effectively.

Islamic finance is ethical finance. By eschewing debt, 

interest and speculation, the sector is trying to harness 

populist sentiments that oppose the darker side of 

conventional finance and which have been in full flow 

since the global financial crisis.

Omar Shaikh, executive board member of the Islamic 

Finance Council UK, says: ‘There seems to be an 

increasing narrative around ethical finance and Islamic 

finance converging. This is particularly poignant 

against the background of the financial crisis and 

ongoing banking scandals. Unfortunately it does not 

seem to be a one-off blip, as mis-selling, rate fixing 

and other scandals are repeatedly occurring, yet there 

seems no material systematic change in the banking 

framework. Considering this and the ongoing austerity 

measures, society is still hurting from the banking crisis, 

and people are eager to see a more socially conscious 

form of banking.’

In the wake of the sub-prime financial crisis, Islamic 

finance has garnered significant attention as an 

alternative financing model. Its instruments are 

considered better suited to financing infrastructure 

projects in cash-strapped, debt-averse developing 

countries, while its more ethical principles are fast 

colonising a growing niche in conventional finance. 

Indeed, Turkey, which last year held the presidency 

of the G20 group of major economies, organised 

a meeting in Istanbul in May along with the Global 

Islamic Finance Development Center of the World 

Bank to discuss how Islamic finance can contribute to 

global economic recovery. Discussions are also under 

way between the Islamic Development Bank and China 

to use Islamic financing in the recently launched Asian 

Infrastructure Investment Bank (AIIB).

An opportunity too early
However, the instruments and mechanisms needed to 

allow the sector to capitalise on its virtues are not yet 

there. Shaikh says: ‘The current environment is certainly 

an opportunity for Islamic finance, but perhaps an 

opportunity that has come too early.’

The International Centre for Education in Islamic 

Finance (INCEIF), a university set up by Malaysia’s 

central bank to develop human capital for the sector, is 

actively researching ideas in the Islamic finance space. 

The goal is to have potential frameworks available 

when the timing is more opportune. Obiyathulla 

Ismath Bacha, professor of finance at INCEIF in Kuala 

Lumpur, says: ‘We are coming up with prototypes of 

how Islamic finance should be. The next issue is to 

apply them in practice, which has not happened yet as 

commercialisation has not taken place. It takes a while 

for such ideas to happen in finance as people are not 

going to risk investing in something new.’

Malaysia has grown into one of the world’s Islamic 

finance hubs because of its willingness to innovate. 

Bacha says: ‘The Malaysian position is “let’s experiment 

and keep to the spirit of sharia, although not necessarily 

to the letter”. That model has worked well, and that’s 

why we’re pioneers.’

One of the most crucial developments is Malaysia’s 

Islamic Financial Services Act, introduced in 2013 

to provide a stronger legal platform to develop the 

sector. It set up a comprehensive regulatory framework 

covering the various Islamic financial contracts for 

products and services. Bacha says the law came into 

effect last year, and is seeking to change the way 

Islamic finance is carried out. It could become a global 

benchmark for the sector.

Tighter sharia compliance
He adds: ‘I’m sure there will be mis-steps that need 

corrections along the way, but if all goes according to 

plan, in 10-odd years the Islamic finance topography 

will be totally different. What has been happening until 

now is pseudo-conventional banking that has come in 

for a lot of criticism, and it’s easy to see why.’

Islamic finance institutions have come in for criticism 

for not following sharia principles closely enough and 

for a lack of transparency. These shortcomings are 

attributed to the relatively recent arrival of the sector, 

which has only developed since the 1970s. As a new 

industry, needing to bring depositors on board, it could 

not be radically different from conventional banking 

because of the financial risks involved. However, as 

the sector has matured, it has started moving away 

from the path of least resistance and more in a sharia-

compliant direction.

Such diversity has made for a corresponding lack of 

standardisation at a global level. As anyone who has 

ever been to an Islamic finance conference will confirm, 

this issue is well recognised, and invariably the subject 

of a keynote speech.
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But with the sector having grown by 17.6% between 

2009 and 2013, and forecast to grow by an average of 

19.7% a year to 2018, according to EY figures, not all 

observers agree that formal standardisation is needed 

to ensure growth. Instead, they believe the focus 

should be on making the sector truly sharia-compliant, 

while allowing for diverse solutions from that base.

Samer Hijazi FCCA, director in KPMG’s financial 

services practice, in London, says: ‘So much has been 

said about standardisation, but I’m not 100% sure it is 

that great an issue. The dealings between [the Islamic 

financial hubs of] the Gulf, the UK and Malaysia have 

not caused that much trouble. What I’d like to see 

is greater standardisation around governance and 

compliance frameworks, and what compliance and 

regulations are going on in the background, so that 

investors are confident they are dealing with a truly 

Islamic finance institution.’

Levelling the playing field
Shaikh sees such an approach helping align Islamic 

finance structuring and models across the board. The 

UK’s issuing of a sovereign sukuk (an Islamic bond) 

is an example – it was announced in 2007 but did not 

happen until 2013 when the necessary structures were in 

place and the regulatory framework amended. Another 

example is Goldman Sachs’ first US$500m sukuk, 

announced in 2012. Its structure was initially contentious 

and the bond didn’t float until two years later after issues 

had been resolved. When these sukuks finally floated, 

they were both heavily oversubscribed, indicating the 

interest in long-term structured returns.

Elias Moubarak, head of finance at law firm Trowers & 

Hamlins in the UAE, says: ‘Penetrating a market that 

doesn’t encourage that product means a tough sell. 

That’s why Islamic finance needs support at a policy level 

to create a level playing field. As we see policymakers 

react, we should see a regulatory regime develop that 

encourages socially sustainable investments.’

Such progress is afoot. Oman introduced a new Islamic 

banking regulatory framework and amended laws to 

level the playing field with conventional finance in 2012. 

The Gulf state issued a sovereign sukuk last year.

Hijazi thinks a slow and steady approach is best. While 

opportunities for greater Islamic financing abound, and 

there is clearly demand for more socially sustainable 

banking, he thinks the sector should consolidate further 

and strengthen its foundations before rolling out new 

instruments and services. ‘I wouldn’t want to go down 

the innovation route over the next 12 months,’ he says, 

‘but get houses in order and go for innovation down 

the line.’ ■

Paul Cochrane, journalist based in Beirut
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Let decarbonisation begin
The historic deal struck at the Paris COP21 meeting late last year is good news for 
climate change, but there is still much to be done in slaying the fossil fuel dragon

It looks as if the river is changing course. Following 

the climate change agreement at the United Nations 

(UN) talks in Paris in December 2015, many activists 

believe that the world economy is unhooking itself from 

a century of fossil fuel addiction. Some suggest a 2014 

agreement between China and the US was the critical 

lever, others that it was the decision to let each country 

set bottom-up climate measures. Either way, there is 

some confidence that the world is now in with a chance 

of halting global warming.

‘Our analysis shows we are now in a low-carbon technology 

transition,’ argues Anthony Hobley, chief executive 

of thinktank Carbon Tracker and investment activist. 

‘Another big change is the fact that the technology in 

solar, wind, energy efficiency and so on has matured 

dramatically and dropped in price significantly, so world 

leaders see how they can do this technologically.’

A 2015 study by carbon industry expert Bloomberg 

New Energy Finance drew attention to the scale of the 

opportunity. It found wind and solar fully cost-competitive 

with gas and coal for generating power in the UK and 

Germany once carbon costs are taken into account. In 

the UK, onshore wind cost an average of US$85/MWh in 

the second half of 2015 compared with US$115 for both 

combined-cycle gas and coal-fired power. In Germany, 

onshore wind was US$80 compared with US$118 for gas 

and US$106 for coal. In Europe overall, more fossil fuel 

plants are being decommissioned than installed.

As renewable energy generation industries start 

achieving economies of scale, they attract partners. The 

US, the EU and 14 other countries in the World Trade 

Organisation are negotiating a new Environmental 

Goods Agreement that aims to liberalise and therefore 

expand trade in environmental goods and services 

such as wind turbines and solar water heaters. The 

goal is to cut the tariffs on environmental goods, whose 

trade is estimated at nearly US$1 trillion annually. 

At the same time, India’s prime minister Narendra Modi 

and French president François Hollande launched a 

solar alliance of more than 120 countries at the 21st 

session of the Conference of the Parties to the UN 

Framework Convention on Climate Change (COP21). 

At the Paris summit India committed itself to extracting 

40% of its electricity from renewables by 2030. It plans 

to establish 1,000 GW peak of solar generation capacity 

by 2022, and put forward the concept of a global public-

private partnership to promote solar energy.

The ambitious targets of the global deal struck in 

Paris are likely to have a dual effect on the financial 

community. First, it will rechannel a swathe of capital. 

After the agreement was signed, the Institutional 

Investors Group on Climate Change, a group that 

manages €13 trillion in assets, stated: ‘There is now 

unprecedented and irreversible momentum within 

Done deal: COP21 

president Laurent 

Fabius announces 

success in the climate 

conference talks in 

Paris in December.
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the global investor community for action to curb 

stranded-asset risk and to tackle climate change.’ It 

cites investors divesting or committing to divest from 

fossil fuels – among them are French insurance group 

Axa, Norway’s state pension fund, the University of 

California and the British Medical Association.

The clout of finance
Second, it will engage financial organisations more 

closely with climate change mitigation. Sometimes 

the finance sector can take action more quickly than 

governments undergoing political conflict. Hobley says: 

‘I think that until recently the financial markets have been 

ignored in this debate. A lot of pressure has been put 

on companies, but everyone forgot that companies are 

owned by shareholders. Once shareholders and financial 

markets are engaged, the directors take it seriously.’ 

Celine Herweijer, PwC sustainability and climate change 

partner, says: ‘An explicit reference to the role of business 

and the private sector in the agreement gives the licence 

for companies, boards and decision-makers to design 

and implement low-carbon economy solutions as part of 

their business strategically with a good understanding of 

the risks and opportunities for their specific business. 

‘Governments cannot do this alone, and it’s vital that at 

a national level policy frameworks are developed with 

business to deliver rational, affordable and progressive 

action on climate change.’ 

Paris is thought to be the first of the 21 climate summits 

that have been held to attract the governor of a central 

bank – the Bank of England’s Mark Carney. Whereas 

previous summits were populated by non-governmental 

organisations (NGOs), civil servants and diplomats, Paris 

attracted more asset managers, financial institutions, 

accountants and CEOs than before.

Yet, Chinese and US agreement notwithstanding, the 

scrape of dragging feet is within earshot. Negotiated by 

national environment ministers, the agreements struck at 

COP21 have to be taken back to ministries and national 

governments, many of which still dish out big fossil fuel 

subsidies. This causes conflict. Hobley explains: ‘A number 

of studies show that fossil fuel subsidies are significantly 

higher than clean energy subsidies. In the Powder River 

Basin in Montana/Wyoming, US, the mines are operating 

on government land designated as coal mining land, thus 

obtaining licences and royalties at a fraction of what they 

should be – this makes coal much cheaper.’ 

The organisation’s research on the Galilee basin in 

Queensland, Australia, also found that coal would not 

be viable but for subsidies. Since subsidies are allowed 

in international trade rules, it is unlikely they will be 

abolished any time soon. 

Many countries have also held back on carbon pricing. 

This gaping hole in policy was demonstrated by the 

Organisation for Cooperation and Development (OECD) 

in a December 2015 study of global carbon pricing. It 

estimated the effective carbon rate (ECR) for all OECD 

countries plus Argentina, Brazil, China, India, Indonesia, 

Russia and South Africa. The ECR was composed of 

carbon tax, carbon pricing resulting from an emissions 

trading system, and excise taxes such as those paid at 

the petrol pump. The research found that 60% of the 

CO2 emissions from energy use in the 41 countries 

studied was not subject to any ECR measure. ‘To me, 

60% is a shocking rate,’ says Kurt Van Dender, head of 

tax and environment at the OECD. What’s more, 10% of 

those emissions pay a very low rate of up to 5 per tonne 

of CO2, and 90% are priced below the low end of the 

climate cost of CO2 emissions, which is 30 per tonne.’

Although a strong carbon price is probably the fastest way 

to decarbonise economic activity, many governments 

have shied away from carbon taxes, opting for » 

Eco-activism: some 

campaigners dressed 

as angels and others 

as polar bears to show 

support for a binding 

deal in Paris.
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carbon markets instead. More palatable to industry, 

these markets can also be manipulated. But the OECD 

research also reveals the beginnings of a carbon tax 

trend: ‘Sweden and Norway were first, and the Canadian 

state of British Columbia also introduced a carbon tax 

in 2011. Definitely more places are introducing carbon 

taxes. They are slowly developing, but it is still a very 

small share of the price signal.’ Typically, more revenue 

is generated from traditional fuel excise tax. Many very 

large OECD countries set very low energy taxes.

Mexico introduced a carbon tax in 2014. ‘It’s not very 

high,’ says Van Dender. ‘They debated between cap and 

trade and carbon tax, and went for taxes on the grounds 

of it being easier to handle and because it’s not so easy 

to get the carbon trade going. They taxed upstream 

all sources except natural gas.’ Other governments 

have been equally bold. ‘One of the very nice features 

of the British Columbia tax is that it is levied across all 

industries – very broad-based. It is probably closest to 

the theoretical ideal of the carbon tax.’

According to OECD research, a price on carbon 

is the cornerstone of cost-effective climate policy. 

‘Ideally, all carbon should be priced at the social cost 

of carbon – our low-end reference figure of €30. This 

ideal is not within immediate reach, and our ECR work 

shows a lot of progress can be made by… moving 

away from zero or very low prices for very large shares 

of energy use,’ says Van Dender.

Some of these more recent moves show that the door is at 

least open to economic decarbonisation. However, some 

financial experts are not expecting global carbon markets 

to come into full operation for a couple of decades. 

Taxation is therefore a realistic choice if the Paris climate 

goals are to be met. The other option is the business 

angle grasped by Carbon Tracker – steering investors 

away from poorly performing oil and coal commodities.

Coal in terminal decline
Hobley says: ‘It does not make any financial sense to 

open a new coal mine now. The only way coal mines 

will get built is if government subsidies underpin them 

because of the price. And there is mounting evidence 

that coal is not in a cyclical downturn but structural 

decline.’ Pollution in China, by far the world’s largest coal 

producer, is another major driver affecting this outcome.

As global trade increases, environmental businesses 

are likely to become more powerful, and technology 

and project developers better able to flex their 

muscles and demand proper treatment. Meanwhile, 

the incompatibility of conflicting industrial policies will 

become more conspicuous now that the Paris agreement 

has been sealed. ‘There’s a large degree of transparency 

here. Everybody will be able to see what everyone else is 

doing, so it will be difficult to hide,’ says Hobley. 

Yes, the international agreement is good news, but the 

fossil fuel dragon has yet to be slain. ■

Elisabeth Jeffries, journalist

On the march: on the 

last day of the climate 

conference, thousands 

demonstrated in Paris 

for global climate 

justice.

COP21 at a glance
* To reach peak greenhouse gas emissions as 

soon as possible and strike a balance between 

sources and sinks of greenhouse gas in the 

second half of this century.

* To keep the global temperature rise ‘well below’ 

2°C (3.6°F) and to pursue efforts to limit it to 1.5°C.

* To review progress every five years.

* To offer US$100bn a year in climate finance 

for developing countries by 2020, with a 

commitment to further finance after.

Source: BBC
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Talking about my generation
Generation Z may seem like a world apart from the rest of us but they are tomorrow’s 
employees, customers and infl uencers. How will you engage them, asks Kate Parry

As businesses start to consider a time of 

revived consumer activity following the recent 

economic downturn and to plan for the longer 

term, they are thinking about what the world will look 

like and what people’s needs will be. In 10 years’ time, 

the cynical Generation X will be well into middle age 

and the optimistic Generation Y will be roughly in their 

30s (see box overleaf). Generation Z will be in their 

20s and fully active as social infl uencers, employees, 

entrepreneurs and consumers.

Born after 9/11, numbering over two billion globally and 

with an average life expectancy of 98, the ‘always-on’ 

Gen Z has a freedom of expression, enjoys unparalleled 

access to information and is completely unconstrained by 

the rules and order that have shaped the Baby Boomer, X 

and Y Generations that have gone before them. 

Every generation will try to fi x the fl aws of the previous 

incumbents. They share mindsets caused by a common 

set of parenting behaviours – a set of fi lters that live with 

us as we go through the journey of life. These ingrain 

a common but contrary mindset in the generation that 

follows. In the seminal 1997 book The Fourth Turning, 

Harvard professors William Strauss and Neil Howe laid 

out their theory of a cycle of four generational archetypes 

– ‘prophet’, ‘nomad’, ‘hero’ and ‘artist’ – which form a 

long-established pattern of societal behaviour. They 

discovered that each generation goes through four shifts 

in mindset during their life and that these patterns have 

repeated themselves consistently over the past 400 years. 

By taking this model forward, we are able to better 

predict the core characteristics of  Gen Z and begin to 

consider how to adapt to the needs of this emerging 

customer and employee of the future. The key 

challenge is to see this generation beyond your own  »

Baby boomer Generation X Generation Y Generation Z

Generational cycles

Born 1944-1963 Born 1964-1980 Born 1981-2002 Born 2003+
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age of big data where, more than ever, all human 

activity is documented and stored. Being able to 

analyse this data holds big rewards. The McKinsey 

Global Institute recently estimated that the US 

healthcare system could save US$300bn a year 

through optimised crunching of the data produced 

by everything from clinical trials to health insurance 

transactions to ‘smart’ running shoes. But how we 

navigate this mass of information is a problem for 

people and organisations alike. Facing this data 

deluge, Gen Z will be crying out for tools for filtering 

the data, so only the truly valuable reaches them.

2 Digital natives
Gen Z is the first generation to have the ability to 

be truly connected 24/7. Access to technology via 

smartphones, tablets and unlimited wifi has seen the 

rapid rise of the social media age and the dominance 

that it plays in these young people’s lives. By 2020 

Gen Z will be receiving direct performance information 

from a whole host of devices including watches, 

toothbrushes and cars; almost everything they use 

will be  automated, controllable and trackable at the 

touch of a button. This complete openness in terms 

of privacy may feel unnerving to some, but Gen Z are 

digital natives and they have few concerns over the 

impact of this. 

3 Us versus them
Gen Z is growing up in a world that is increasingly 

factionalised, globally and locally, with different tribes 

turning inwards and setting themselves in opposition 

to the ‘other’. This can be seen in the global rise in 

nationalism and regionalism. It can also be felt in 

the increased distance between the top and bottom 

of society as inequality has grown to beat even the 

disparities of the Victorian age. From 1993 to 2012, the 

incomes of the top 1% of US earners grew 86%, while 

those of the bottom 99% grew 7.3%. Counter-intuitively 

this may mean that, while they are more connected than 

ever globally, Gen Z will want approaches specifically 

aimed at ‘people like me’.  

Although Gen Z is growing up in an arguably tougher 

world than ever before, in the face of previous 

generation’s mistakes they look to work together for the 

greater good. They are the first generation for whom 

digital is a fundamental way of life as opposed to simply 

a medium for communication and entertainment. The 

development of technology allows  Gen Z to have 

access to the means of production and creativity in a 

way that was never before possible. A business can be 

one person and their laptop; content can be curated; 

personalisation is moving away from something 

designed with a consumer in mind to content created 

by the consumer, for the consumer. 

So what are the emerging characteristics of Gen Z  – 

and what might this mean for them as they become 

adults, given  what we know about generational 

behaviour patterns? 

filters and ask yourself ‘What does each expect of my 

business, product or service experience depending 

on where they are in their life?’ Those who take the 

wider-angle view of the next generation are more likely 

to future-proof ideas and strategies and anticipate 

challenges before they become problematic. 

Gen Z is being raised during an era of rapid and decisive 

change. The post-9/11 period has seen traditional Western 

superpowers challenged by the new Eastern giants, the 

meltdown on Wall Street and the crisis on the high street 

that followed, the fragmentation of power across the 

Middle East, inter-religious tension   and social inequality 

rising at unprecedented levels. The disruption of this social 

turbulence has been amplified by the exponential growth 

of the digital realm. For Gen Z, the world is becoming ever 

more fragmented, yet ever more connected.

There are key macro trends emerging at a global and 

societal level which are, and will be, critical in forming 

the mindsets, behaviours and expectations of Gen Z. 

Here are three of them:

1 Data, data, everywhere
The internet is a world of big numbers, but consider 

this: 90% of all the information ever produced has 

been created in the past two years. We are in the 

Generation gap:

the technology 

used by previous 

generations (above 

and right) looks 

primitive to Gen Z, the 

first generation to be 

truly connected 24/7 

(bottom right).

Kate Parry is a 

consultant at 

innovation agency 

Happen.

www.happen.com

66 | Edition 12

Accountancy Futures | Global economy | Demographics

G_GenZ_M.indd   4 18/02/2016   12:39

www.happen.com


Overprotected
In Denmark, Gen Z has been aptly dubbed ‘the curling 

generation’ because their parents have been diligently 

sweeping away the ice that lies in their path, with 

the intent of helping their offspring glide effortlessly 

towards their future. Throughout the research carried 

out by innovation agency Happen, we saw many 

instances of parents assuring kids that they’re ‘special’, 

and thanks to the anxiety of these over-protective 

parents, Gen Z live largely in a bubble, discouraged 

from dipping a toe into the perilous ocean that is 

‘the real world’. Having never been exposed to risk or 

been allowed to fail, they are less likely to want to try 

things where success is not guaranteed. This may make 

them fragile and vulnerable in real-world situations, 

ill-equipped with coping mechanisms and lacking 

independence of thought.

Commonly known as the Young Fogies, Gen Z possess 

a healthy dose of pragmatism. While Gen Y are 

defined by a full-transparency (even reckless) approach 

to social media, Gen Z share more judiciously, and 

are used to filtering through and evaluating large 

amounts of data each time they search for an answer. 

As adults, they may be unwilling to invest their time in 

finding out information, given they are so used to the 

instantaneous transmission of data. However, as they 

strongly develop their skills for navigating and using 

information, their base level of factual knowledge can 

remain naïve.

When asked ‘Which characteristics do Gen Z display 

more than children of your generation?’, 59% of 

our global survey cited ‘worldliness’. The average 

Gen-Z child will have travelled to 11 countries by 

age 16 but, more than this, from a very young age 

they will have a truly global perspective. They’re very 

culturally accepting, already have large, mixed-culture 

friendship groups and have grown up listening to 

and communicating with people from all over the 

world via digital technology. Their habitual access 

to the wider world means they will look across the 

globe when seeking out products and services, and 

their multilingual abilities will further break down 

geographical boundaries.

Gen Z is empowered to connect with people and will 

be the first generation to have an active online profile 

throughout their lifetime (from baby pictures posted 

by their parents through to their own personal profiles 

as they grow up). Over a third of children admit to 

using digital platforms to communicate with family 

members in the same house as them. Social media 

is seen by Gen Z children not only as a fundamental 

means of communication but also as a primary source 

of information (90% of online purchases are said to be 

influenced by social media, and almost 50% of high-

school students said social networking sites were highly 

influential in decisions about colleges and courses).

The ubiquity of social media and its influence on so 

many elements of Gen Z’s lives means that a robust 

strategy is going to be vital for any business looking to 

engage these digital natives. Gen Z is a ‘we’ generation, 

in whom teamworking skills have been strongly 

embedded. Their communitarian inclinations are partly 

due to rebelling against a sheltered upbringing; when 

they are let off the leash from parental control, it tends 

to be in the direction of their peers. This generation 

of community-minded individuals will enjoy a 

collaborative working environment, and in the future it 

is expected that work undertaken for altruistic reasons 

will be increasingly the norm.

Remove your filters
It’s highly likely that if you have read this article and 

are over the age of 33 (Gen X or older), you will find 

it hard to fathom Gen Z’s attitude to a variety of life 

factors – from ‘Why bother with university?’ and ‘I share 

everything with everyone’ to ‘Why do I need a career?’ 

But removing your own filters and understanding 

these attitudes is fundamental to planning successful 

strategies to engage and influence this new generation 

now entering the public consciousness.

As an employer, manufacturer or service provider, you 

can future-proof your business using generational cycle 

theory to anticipate people’s needs and spot winning 

opportunities. ■
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Good behaviour
Reporting how a company’s activities affect children is important, as 
corporate activities can affect their rights in a great many ways

There is a growing sense in society that 

companies should behave responsibly, whether 

by contributing their fair share of taxes, paying 

a decent wage or looking after the environment. Those 

that don’t do so risk critical media headlines, consumer 

boycotts and challenging AGMs. As the vulnerability of 

organisations to reputational risks has become clear, so 

the need for them to report on how they are assessing 

and mitigating those risks has grown in importance. 

Actions by companies that adversely affect the rights 

of children are particularly high risk. This should, 

therefore, be a priority area for companies to address. 

‘There is no issue that is more central to corporate 

sustainability than children’s rights,’ says Leah 

Kreitzman, director of public affairs at Unicef UK. 

‘Children are key stakeholders of business – as 

consumers, family members of employees, young 

workers, and future employees and business leaders. 

Their survival and development needs differ from 

those of adults, and they are particularly vulnerable to 

violence, exploitation and abuse. Businesses therefore 

need to give children specific attention to ensure that 

they are managing their potential impacts upon them. 

Many companies are starting to do this, and the huge 

potential of the private sector to positively impact 

children is starting to be realised.’

Room for improvement
A recent report by ACCA, Reporting on children’s 
rights, shows that corporate reporting on this area is 

vitally important – and that there is substantial room for 

improvement. Adrian Henriques, vice chair of ACCA’s 

Global Sustainability Forum, and a sustainability, 

governance and CSR adviser and researcher, says: 

‘Although there is some company reporting on issues 

related to children’s rights, the extent of that reporting 

is extremely limited. Many companies’ activities will 

directly or indirectly affect children and their rights, 

so many more businesses should be investigating this 

area than currently do.’ 

Henriques says that obvious candidates include 

manufacturers of children’s toys and companies with 

long supply chains that could be linked to child labour 

through suppliers along that chain. But the financial 

services sector also has an impact on children’s rights. 

For example, online paedophile activity could be 

purchased using payment mechanisms. In fact, no 

sector is exempt because children’s rights are affected 

by corporate behaviour in so many ways. 

‘Children tend to be more vulnerable to health 

impacts, so a company’s environmental impact is an 

issue,’ Henriques says. ‘Children also have a right to 

family life, so if a parent is being pulled away to work 

every hour of the day on a zero-hours contract, what 

does that mean for a child’s family life?’ 

Henriques, who was involved in compiling ACCA’s 

report, sees corporate reporting as a part of the 

process of protecting children’s rights, and says the 

process must start with sound due diligence. ‘The first 

thing companies must do is identify their risks, and how 

what the company does has an impact in this area,’ he 

says. ‘This can be challenging. Companies have to 

acknowledge where they might be implicated, which 

takes some intellectual work and effort. Reporting is 

then vital to make sure that action is being taken to 

protect children.’

Getting it right
ACCA’s Reporting on children’s rights identifies five key areas for reporting company 

impacts on children’s rights. 

Context and risk
Some sectors and geographies are particularly at risk of affecting children’s rights, 

as are businesses with long supply chains. Companies should undertake a high-

level review before conducting a more detailed children’s rights impact assessment. 

Results should be reported to stakeholders, including children.

Policies and governance
After assessing the context and risk, companies should develop policies and an 

action plan to address potential impacts. Policies should reference internationally 

agreed declarations and principles on human and children’s rights. Governance 

mechanisms and responsibilities for implementing policies should be set out and 

communicated internally and externally.

Integration and action
Policies must be integrated into corporate strategies and activities, with targets set 

and key performance indicators developed to track progress against targets. 

Monitoring and review
Monitoring of children’s rights protection could be incorporated into existing audit 

activities and should be reviewed regularly. Monitoring and review should generate 

much of the information required for reporting disclosures on the company’s 

children’s rights initiatives. 

Remediation
Companies must be transparent about any abuses of children’s rights they uncover. 

They need to develop and implement remediation plans, and report publicly on 

those plans to stakeholders. Systems and processes should also be updated to 

mitigate future risks.

Accountancy Futures | Global economy | Child rights

68 | Edition 12

G_ChildRights_M.indd   68 17/02/2016   14:59



Reporting to children
Henriques also stresses the importance of involving 

children in the process of considering and protecting 

their rights – for example, by consulting children as 

appropriate when trying to assess company impacts 

on them. ‘When it comes to the reporting stage, 

companies should consider writing their reports for 

the children,’ he says. ‘This rarely happens. Companies 

shouldn’t always see these reports as written for the 

usual audience – the opinion formers – but for the 

stakeholders they are talking about – the children.’

A number of companies are taking steps to address 

and report on the impact they have on children’s 

rights. Travel company Kuoni, for example, has 

identified human rights, including child protection, as a 

sustainability topic relevant to its business and where it 

can exert relatively significant influence. It has involved 

children in its impact assessments in India and agreed 

a number of actions, including continued engagement 

to prevent the sexual exploitation of children in tourism. 

Global home furnishings business Ikea has 

implemented policies for preventing child labour in 

high-risk locations, including working with suppliers 

to help implement corrective action if child labour 

is discovered. And Marshalls, supplier of hard 

landscaping products in the UK and a global operator, 

has integrated children’s rights into its core business 

practices, publicising its children’s rights policy 

statement, conducting regular impact assessments 

and reporting on its progress. 

Faye Chua, ACCA’s head of future research, believes 

that public reporting by companies is an important 

part of the process of protecting children’s rights. 

‘Corporate reporting is widely used to increase 

transparency in other areas, such as environmental 

impacts,’ she says. ‘Such reporting helps stakeholders, 

including shareholders, to understand the risks 

individual companies face. It is equally important to 

apply that transparency to the risk of business impacts 

on children’s rights. 

‘Companies can affect children in multiple 

ways. Some organisations are  beginning to 

assess risks, forming policies and procedures  

to mitigate those risks, and then reporting on them. But 

these are early days and there is huge scope to increase  

both the numbers of entities reporting and the quality 

of their reports.’ ■

Sarah Perrin, journalist

Read ACCA’s Reporting on children’s rights 
report at http://bit.ly/1UONWk2

Heat and dust: child 

labourers at a brick-

making plant in Dhaka, 

Bangladesh.

‘The activities of many 
companies may directly or indirectly affect 
children and their rights, and they should be 
investigating this’
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Governments are increasingly using sophisticated 

measurements of wellbeing to influence policy, 

rather than relying bluntly on gross domestic 

product (GDP) targets as they did in the past. 

The Organisation for Economic Cooperation and 

Development (OECD), the world’s most prominent 

thinktank, has been at the centre of this holistic 

statistical work, developing metrics and assembling 

data. It has released a detailed report, How’s Life? 
2015: Measuring well-being, that assesses wellbeing 

within the OECD’s 34 member countries. This shows 

that while these countries are generally wealthy in 

monetary terms, some have significant progress to 

make in other aspects of human life. 

The OECD has developed ways of measuring 11 aspects 

of wellbeing. These include quality of life issues such 

as health status; work-life balance; education and skills; 

social connections; civic engagement and governance; 

environmental quality; personal security and subjective 

wellbeing; as well as material markers – income and 

wealth; jobs and earnings; and housing.

Some of these metrics are unsurprising. For income, the 

OECD measures net household income and wealth in 

US dollars, adjusted for purchasing power parity, taking 

into account the cost of living in an OECD country. For 

housing, the OECD measures the average number of 

living, dining and bedrooms per person; it also looks 

at affordability – the proportion of income spent on 

housing and its maintenance;  and basic sanitation. 

For issues such as social connections, however, the 

OECD has to be more subjective in picking its metric: 

here it measures the percentage of people who 

have friends and relatives they can count on when in 

trouble. And for subjective wellbeing – the softest of 

Measures for a better life

A masked member 

of Mexico’s national 

teachers’ union taking 

part in a protest 

march in Mexico 

City. As people 

become more aware 

of global inequality, 

demonstrations and 

protests are becoming 

more common. 

Wellbeing metrics are becoming more sophisticated, encouraging government 
policymakers to move away from their reliance on GDP targets
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Read the OECD reports How’s Life? 2015: 
Measuring well-being at bit.ly/1OfFtjE and 

Measuring Well-being in Mexican States at bit.ly/1ZpPgMx

the metrics, the OECD measures opinions using the 

‘Cantril ladder’, a 0-12 scale asking people if they have 

the best or worst possible life.

Pulling this range of indicators together in a general 

comparative index is tough, but the OECD has 

launched an interactive website that allows users to 

rate how important each issue is to them. Its Better 

Life Index gives government policymakers some idea 

of how happy their citizens are, and what could be 

improved to cheer them up still further. 

These indicators can be very detailed: countries in the 

mid-range of GDP wealth (such as the UK, France, Japan 

and South Korea) have ‘a very mixed performance 

across the headline indicators’ says the report. Only 

six out of 11 countries in this category perform above 

average in life expectancy; and just five are rated highly 

for voter turnout and rooms per person, as well as for 

negative factors such as number of deaths from assault, 

and long-term unemployment, notes the report.

Paradigm shift
A key issue is the practicality of these new metrics, 

something discussed at the OECD World Forum on 

Statistics, Knowledge and Policy, held in Guadalajara, 

Mexico, in October 2015, where the report was released.

Yuval Laster, of Israel’s ministry of environmental 

protection, spoke about how wellbeing statistics are 

being integrated into policymaking across central 

government. He explained that Israel was breaking 

ground by ‘providing government with a comprehensive 

statistical report [aiding] retrospective analysis and 

policy formulation based on data and information’.This 

data includes value judgments that can help politicians 

make evidence-based decisions. 

Laster explained that Israel’s central bureau of 

statistics provided the raw figures, which were then 

interpreted by the Bank of Israel and the country’s 

national economic council: ‘They tell policymakers if a 

trend is good or negative,’ said Laster. And while that 

sounds like common sense, he advised other officials 

wanting to use wellbeing statistics in this way to secure 

a political patron to push governments into adopting 

them: ‘This is a paradigm shift,’ he told delegates, 

‘from a perspective that economics is the sole indicator 

of progress…to a more comprehensive paradigm.’ 

For wellbeing statistics to have real clout, all ministries 

need to support their use – in Israel, ministries were 

asked to pick which metrics were most relevant to 

their policymaking fields. Regular reporting of policy 

outcomes set against these metrics was then scheduled. 

With this analysis available across all ministries, it could 

then be brought together to help the government 

frame overarching goals, and also to measure how such 

policies were working, set against wellbeing indices. 

Delegates also heard from Ulla Rosenström, from the 

Finnish prime minister’s office, who explained how the 

government was using wellbeing metrics to assess 

the roll-out of key policy priorities, with outcomes 

boiled down to traffic light signals. When a red light is 

presented, officials have to explain why.

In his keynote speech, Enrique V Iglesias, former 

president of the Inter-American Development Bank, 

highlighted the complex issues facing governments 

using wellbeing measurements. He argued that the 

OECD and other development organisations should 

simply assess growth in terms of material conditions, 

quality of life and sustainability. 

However, he accepted that within these topics there 

were a range of hard-to-measure issues. For instance, 

quality of life is affected by people’s awareness of global 

inequality, something that is becoming increasingly 

stark, sparking demonstrations and protests. ‘It’s 

becoming a variable, and influencing political 

discussions,’ he told delegates. ‘It’s a matter of quality 

that must make us attentive.’ In this regard, the vast 

and rapid movement of capital through computerised 

fund management causes special concern, being ‘not 

governed by faces or eyes, but by computers’.

Local measures
One key message of both the report and conference 

is that wellbeing indicators need to be more localised, 

and that a regional or national GDP figure can hide 

many variables. At the conference a report was 

presented, Measuring Wellbeing in Mexican States, 

which noted that, while Mexico’s overall economic 

growth has been robust for the past 10 years (gross 

national income rising from US$7,720 per head in 2005 

to US$9,860 in 2014), stark regional differences exist. 

According to the OECD’s multi-dimensional poverty 

indicator, 76% of people living in rural Chiapas, in the 

south, lived in poverty in 2014, compared with 20% in 

northern Nuevo León, just south of Texas. 

OECD statisticians assessed poverty by income, 

job availability, housing, health, access to services, 

education, civic engagement and governance, 

environment, safety, work-life balance, social 

connections and general life satisfaction. Many of 

these indicators vary widely even when GDP remains 

constant. For instance, obesity rates varied from 43% 

of adults in Campeche and Tabasco to 34% in Mexico 

City, despite all these regions being relatively wealthy. 

And while maternal mortality rates fell by more than 

half in Quintana Roo and Queretaro between 2000 and 

2013, they rose in Baja California Sur and Campeche – 

all better-off states in Mexican terms. 

Speaking at the conference, OECD secretary-general 

Angel Gurría said: ‘Designing the policies that 

ensure a higher quality of life for all requires accurate 

information about what life is like –  not just at the broad 

national and international levels but in our regions and 

neighbourhoods, in our schools and hospitals.’ ■

Keith Nuthall, journalist
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Call for discipline
Management in the public sector needs to implement consequence management, says 
Bukkie Adewuyi FCCA, associate director at South African firm SizweNtsalubaGobodo

It was a series of peculiar circumstances that 

propelled Nigerian professional accountant 

Bukkie  Adewuyi FCCA towards a field that 

she came to love.

When her medical doctor husband began working in 

a government hospital in Tonga, a township near the 

South African borders with Swaziland and Mozambique, 

the closest PwC office she could be transferred to was 

around 100km away. The young woman had been 

working for the firm as a tax and corporate advisory 

consultant in Lagos but, when she arrived at its offices 

in the small city of Nelspruit (also called Mbombela), 

there was no tax unit. 

After a few months she decided to give internal audit a 

shot: ‘I fell in love. I just loved it immediately,’ she says. 

‘And so I stayed in internal audit, risk management and 

corporate governance, and that is what I have been 

doing since. It has been good, very good.’

The plush, small boardroom where we meet at the 

Johannesburg headquarters of the entirely black-

owned and black-managed South African accountancy 

firm SizweNtsalubaGobodo, where Adewuyi is an 

associate director, seems a long way from where she 

started in Nelspruit. 

Besides her ACCA Qualification and her BSc accounting 

degree from Nigeria’s Obafemi Awolowo University, 

Adewuyi has also gathered a number of qualifications 

relating to audit and assurance along the way, as well 

as an MBA. She needs all of them, specialising as she 

does in internal audit for mostly public-sector entities, 

with clients across South African public service, from 

the Office of the Auditor-General of South Africa to the 

Passenger Rail Agency of South Africa.

In June 2015, auditor-general Kimi Makwetu released 

his report on the state of local government finances in 

the country, which found that 264 out of 278 audited 

municipalities and 57 municipal entities incurred 

R11.4bn (£566.2m) in irregular expenditure, and 250 

audited municipalities and entities accounted for 

R687m in fruitless and wasteful expenditure. He also 

found that an increasing number of municipalities were 

awarding government contracts to companies in which 

their mayors, councillors, officials and their families had 

stakes that they had not declared.

Getting the bills paid
Many municipalities are either unwilling or cannot 

afford to pay the auditor-general for his services but, 

because it’s a statutory requirement, he cannot refuse 

to audit them. Part of Adewuyi’s job therefore, as the 

office’s internal audit consultant, is to ensure that the 

auditor-general’s office is doing all it can to get its bills 

paid. This is in addition to assisting the organisation 

with an evaluation of the functioning of its financial 

and operational controls. ‘We do know that they 

are making a lot of effort in terms of engaging with 

Parliament and trying to see ways in which some of the 

non-paying entities can be made to pay. They also have 

arrangements they are offering to these municipalities 

to encourage them to pay up,’ she says.

Only 40 of the country’s 278 municipalities and 18 out 

of 57 entities received clean audits. This is attributable 

to insufficient proficiencies, skills and expertise on 

the part of some of the officials, many of whom claim 

ignorance of the laws and treasury guidelines, and 

so do not ensure compliance with the practice of 

good financial management and legislative dictates. 

Adewuyi and her colleagues at SizweNtsalubaGobodo 

are trying to address the problem.

‘Our firm does a lot of capacitation for finance officials 

at municipalities, for the municipalities that want us 

to,’ she says. ‘We know that finance skill is one of the 

biggest areas of need in the public sector. It is a big 

focus of the firm right now.

‘If we want to contribute to the leadership legacy in this 

country, and in Africa in general, we need to help with 

skills development and the skillset in the public sector. 

Finance is one of the areas in which we can contribute 

to the economy by helping. So it’s a big focus of 

the firm right now.’

However, difficulties sometimes crop up for those 

trying to assist. ‘Skills are one area, but there is also 

attitude, and just that general willingness to do what 

you need to do as an officer of a public institution, and 

that really cannot be taught,’ says Adewuyi. 

‘In my view, management in the public sector needs » 

Bukkie Adewuyi
Bukkie Adewuyi graduated at the top of her class in taxation when studying for her 

BSc in accounting at Nigeria’s Obafemi Awolowo University. From 2003 Adewuyi 

was a consultant in tax compliance and advisory services at PwC in Lagos. From 

2006 she undertook a range of roles, from senior consultant to supervisor of internal 

audit, at PwC South Africa. Then, beginning in 2008, she was assistant manager, then 

manager, Indyebo Consulting, followed by a stint beginning in 2009 as manager, 

then senior manager, Deloitte South Africa. She took up her post as associate 

director at SizweNtsalubaGobodo, based in Johannesburg, in 2014. She also has 

an internal audit qualification. ‘It is an added advantage to have a CIA (certified 

internal auditor) qualification,’ she says. ‘It enables a level of understanding that 

identifies with the strategy of the organisation.’
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to implement consequence management. There needs 

to be discipline, people have to face the consequences 

of their actions. That is the only way that people will sit 

up and have the right attitude, and run a public-sector 

entity the way they would run their own business.’

Despite the varied problems her clients face, Adewuyi 

says there is not much difference between working 

in the private and public sectors. Public-sector 

organisations in South Africa are obliged by the Public 

Finance Management Act to have an internal audit 

function and an audit committee. Compliance with the 

act, though, is nearly always an issue, and supply chain 

is one of those high-risk areas, Adewuyi says. 

‘That’s the channel through which funds are spent, and a 

lot of businesses are aware of that,’ she says. ‘We come 

across non-compliance in supply chain management 

and report to audit committees and management, and 

in some instances they launch a forensic investigation.’

Adewuyi says internal auditors are assuming more 

responsibilities. Not only are there risk, controls and 

corporate governance aspects to consider; other 

aspects have found their way into the job description, 

including integrated reporting, integrity of financial 

information and ‘performance information, which is a 

big thing in the public sector’, she says. 

‘As internal auditors we are supposed to be the third 

line of defence if you look at the structure of things. But 

for the audit committee we actually are their first line. 

Historically we have been very focused on compliance, 

controls and risk, but right now everyone is focusing 

on performance – both financial and non-financial. 

We are increasingly being asked to look at the figures 

and say whether the management accounts received 

on a quarterly basis present a fair view of the financial 

matters of the organisation,’ she says.

‘Eyes and ears’
‘We are the eyes and ears of the board and by 

extension the audit committee. We are the first port of 

call. So that’s why increasingly when things go wrong, 

they are not going to ask where the external auditors 

are any more; it’s going to get to a point where they will 

ask where the internal auditors were.’

‘Increasingly, especially with all the business failures 

that we’re seeing, people are starting to take 

internal  audit  seriously,’ she says. ‘They’re actually 

beginning to see the value, realising that if they 

utilise internal audit  the way they should, listen and 

derive value from them and close the gaps, then they 

shouldn’t have problems when the external auditors 

come in,’ she says. ■

Nicki Gules, assistant editor, City Press, South Africa
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Prize behaviour
ACCA’s Rosalind Goates reports on the strong message delivered by IMF managing 
director Christine Lagarde at the ACCA-sponsored Robin Cosgrove Prize ceremony

The ‘credit crunch lunch’ and anxious queues 

outside banks may now be faded memories, 

but headlines about the bad behaviour of banks 

and their employees persist, extending a shadow that 

still hangs heavy over the industry. The repercussions of 

the financial crisis will continue to be felt for many years, 

not least in the debate it raised about the purpose and 

role of financial institutions, who they should serve and 

how, and why the crisis happened.

Ethics has become a tool for analysis and has offered 

up a space to debate how we view and understand 

financial products. It is a space that accountants 

must occupy if they are to add value to society, and 

the global span of ACCA’s membership places it in a 

unique position at the heart of such debates. 

Christine Lagarde, managing director of the 

International Monetary Fund (IMF), spoke about 

ethics at the ACCA-supported awards ceremony for 

the Robin Cosgrove Prize, a global competition that 

seeks to promote imaginative thinking about ethics 

in finance, which took place at the end of last year in 

Washington, DC. 

Double-edged sword
Lagarde pointed out that ‘a more ethical system is a 

more stable system, because ethics create trust, and a 

more stable system leads to more sustainable growth’; 

it is with this in mind that we must consider ethics as 

an essential part of being a finance professional. If we 

accept that regulation has its limits and that we don’t 

wish to see all risk discounted, we must ensure that 

those in the industry don’t work against the interests of 

society as a whole. We live in an ever more connected 

world and the collective decisions of individuals ripple 

out much further than the societies they are part of: 

finance is international and interconnected. 

Against this backdrop, ACCA has been working in 

partnership with the Robin Cosgrove Prize to promote 

the role of ethics in finance, discussing culture versus 

regulation with the UK’s Financial Conduct Authority 

(FCA) and raising the issue of ethics with European 

commissioner Lord Hill. 

At the awards ceremony, which was hosted by the IMF, 

Lagarde spoke of her organisation’s commitment to 

ethics, which, she said, is a central strand of its work. 

As the finance industry grapples with evolving 

technology and increasing regulatory demands, 

contributions from competition entrants focused not 

on constraining markets but on the decisions that 

might incite a more ethical approach. 

Several contributors rightly pointed to the rise of 

participative technology and competitive payment 

methods, but the prevailing theme was the need for 

a culture change – something those in the UK will 

recognise in the work of the FCA. 

One entrant took a different tack, focusing on ‘design 

thinking’, a concept favoured by tech startups and 

nimble businesses such as Apple. 

This problem-solving approach uses empathy as the 

starting point, with information gathered around end 

users and their interaction with the product or service. 

It differs from traditional problem-solving because its 

goal is to achieve a better future situation rather than 

to solve a specific problem. The ‘designer’ hopes to 

discover hidden aspects of a problem by starting 

from a view of empathy, with the aim of opening up 

alternative solutions. Through a process of iterative 

thinking, the problem might end up being redefined 

to find a solution.  

All the essays expressed an urgency of tone and a 

desire for governments to continue to work with the 

industry to achieve a step change. ■

Rosalind Goates is 

public affairs manager 

at ACCA.

For copies of the winning essays, contact 

rosalind.goates@accaglobal.com

For more information on the awards, visit 

robincosgroveprize.org

Watch Christine Lagarde’s presentation at the 

prize-giving at bit.ly/cosgrove-2015
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Thought leader 
As deputy chief executive of FEE, Hilde Blomme FCCA sees her main challenge as 
seeking consensus on policy direction from the federation’s diverse membership

‘I’m not a patient person,’ says Hilde Blomme 

FCCA, deputy chief executive of the European 

Federation of Accountants (FEE). It is hard to 

believe, given the glacial pace at which things happen 

within the European Union. Blomme herself recounts 

that the longest the European Parliament has taken to 

agree on a particular project is 29 years (in the case of 

unitary patents) and the shortest is 18 months. When 

she joined FEE as director of practice regulation in 

2003, it was working on audit reform. ‘That was one of 

my first files,’ she says. More than a decade later, it still 

dominates the agenda.

‘You have to believe it’s still possible, see the 

incremental steps and not the big bang,’ she explains. 

‘Take adoption of International Standards on Auditing 

in the EU, for example. FEE issued a paper in the 

mid-1990s advocating ISAs, and 20 years later we’re 

still not quite there; France and Germany can’t quite 

decide. In what FEE does, success is difficult to 

measure. It’s not quantitative, it’s qualitative, and what 

you make of it. Rome wasn’t built in a day – you have 

to believe that.’ 

FEE represents 50 institutes of accountants and 

auditors from 37 countries, including all of the 28 EU 

member states. It has a combined membership of 

more than 875,000 professional accountants working 

in practices of all sizes, in business, government 

and education. Its objectives include advancing the 

interests of the European accountancy profession, 

promoting cooperation among its members and 

keeping them informed of policy changes, contributing 

to relevant public policy developments and making 

representations on its members’ behalf to EU 

institutions and international organisations.

Seeking consensus
This all means, of course, gaining some sort of 

consensus on policy direction from its nationally and 

culturally diverse membership. All 44 full members 

of FEE (there are five associate members and one 

correspondent member) appoint a representative to 

sit on the Members’ Assembly, which provides high-

level guidance on strategy to the FEE board, the body 

ultimately responsible for decision-making within the 

organisation. Blomme sits on the board along with 

FEE’s president, deputy president, chief executive and 

eight vice-presidents (who are elected by the Assembly, 

five of them from countries with permanent seats). 

The potential for disagreement or paralysis on any given 

topic is clearly significant, but FEE’s small team are, to 

use understatement, adept at building consensus. 

‘Constitutionally, we could vote on a position within FEE 

but we never do,’ says Blomme. ‘If you vote you alienate 

a minority. That vote is the stick behind the door – we 

try to avoid it at all costs, and work by compromise and 

consensus. No one member state or view has a veto.

‘We discuss and re-discuss and try to narrow it down. 

All the time we’re moving away from country interests 

towards something that is workable. There’s always a 

bit that people can agree on – you start with that and 

build to where you want to go. You need to find your 

boundary because if you go further than that, you lose 

part of your audience. We aim to bring people together, 

to be encompassing and inclusive, but firm.’

She accepts that this approach is not always completely 

successful. ‘Take the case of audit reform, for example. 

Could it have been better? Yes, probably. There are a 

huge number of member state options because not 

everyone could agree. If the profession doesn’t speak 

with one voice in all member states, that’s what you 

get. So many interests were involved. The sharp edges 

were taken out, but not everything.’ 

Bridging the gap
It takes a particular type of person to excel at such a 

difficult role, but Blomme believes that her background 

in medium and large firms allows her to see the practical 

implications of policy decisions. Born and educated in 

Belgium, after a short-lived stint at a clearing bank (‘I 

found it quite slow’), she joined a mid-sized audit firm 

as an audit junior at the age of 25. 

She speaks three languages – Dutch, English and 

French – and bridging the language barrier has been 

a feature of her career. ‘At my first firm I was the only 

Dutch speaker in a French firm, so I spoke to clients in 

Dutch and my colleagues in French. I later moved to a 

larger firm in Brussels where I had bigger clients and I 

was often sent to represent the firm because I spoke 

English. That planted the seed of what I wanted to do.’

Blomme moved to Coopers & Lybrand in Brussels in 

1994, not least because her husband’s job with Citibank 

made an overseas transfer likely. Two years later he was 

asked to move to New York and she got a secondment 

with Coopers (‘a completely different ball game’). They 

remained there for five eventful years, during which she 

qualified as a CPA and had her second child.

After New York came two years in London, before her 

husband was asked to move to Brussels. ‘I was looking 

around for a job and by coincidence came across FEE,’ 

says Blomme. She joined in September 2003.
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‘It was a steep learning curve,’ she says. ‘It helped that 

I’d had international exposure but I’d never worked in 

European policy areas. I had to learn about politics, the 

workings of the EU, European Parliament and Council. 

But I enjoyed it because I could combine the policy 

angle with hands-on practical experience.’

The bulk of FEE’s resources are concentrated into its four 

policy groups (corporate reporting, audit and assurance, 

tax and the public sector) and its SME Forum. There are 

clear objectives in some policy areas – in the public 

sector, for example, the ultimate aim is to encourage 

a move towards accruals accounting – but over the 

years, FEE has moved into a thought-leadership role. 

Recently it has published documents on the future of 

corporate reporting and on the role and responsibility 

of accountants in tax policy, both intended to kick-start 

a wide-ranging debate. In February 2014, its discussion 

paper, The Future of Audit and Assurance, urged the 

profession ‘to have the courage to question itself’.

‘We’ve had a tonne of comments and we issued a next-

steps roadmap on the future of audit in December 

2015,’ says Blomme (see ‘Fixing the broken model’, 

page 40). ‘We need to look at how we need to evolve 

as a profession. What skills will we need? Where will 

we go with non-financial information? Some people 

believe that auditors will be irrelevant in 10 years’ time 

because a robot will be able to do the work. That’s not 

the way we want to see things evolve.’

While from the outside the EU is looking increasingly 

fragmented over immigration and the euro, she says 

that the repercussions are not particularly felt at FEE. 

‘Not in the subject matter that we deal with.’ Even so, 

she has strong views on the prospect of the UK leaving 

the EU: ‘The UK has a great culture of debating. Other 

European countries just don’t and for that reason alone, 

a Brexit would be a huge loss.’ ■

Liz Fisher, freelance journalist

Hilde Blomme FCCA
Born in Belgium, Hilde Blomme studied for a Master’s in applied sciences at the University of Leuven, before 

gaining her MBA at the same institution. Working in the financial sector, she says, was a ‘natural step’. Her first job 

was with Morgan Guaranty Trust, but she moved quickly to a mid-sized audit firm and joined Coopers & Lybrand 

Belgium in 1994. Between 1997 and 2001 she worked as an audit manager for PwC in New York, returning to 

London as senior manager on the Unilever account until 2003. She joined FEE as director of practice regulation in 

September 2003 and was appointed deputy chief executive in April 2011. 
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Outward focus
Global business needs global solutions from accountants, so national institutes must 
work together, says Philippe Arraou, president of French accountancy body CSOEC

Most psychologists now believe that multi-

tasking is a myth. But Philippe Arraou, the 

president of France’s main accounting body, 

looks like an exception to this rule. As well as leading the 

Conseil Supérieur de l’Ordre des Experts-Comptables 

(CSOEC), Arraou still runs a bustling accountancy 

practice with offices on both sides of the Pyrenees – in 

Pau, Bayonne and Paris (France) and Barcelona (Spain) 

– with 40 staff and about 700 clients.

It is not the first time Arraou has had two full-time jobs 

simultaneously. For several decades he has juggled 

his own practice with public service, including a four-

year term as president of the European Federation of 

Accountants and Auditors for SMEs (EFAA) and another 

as chief of Experts-comptables et Commissaires aux 

Comptes de France (ECF), one of France’s professional 

institutes for accountants. 

Philippe Arraou 
In 1986 Philippe Arraou set up Eurosud, which now has offices in Pau, Bayonne and 

Paris in France, as well as Barcelona, offering a crossborder service for SMEs. He is 

also the chair of the European network ACEE, which he founded in 1994. He was the 

first president of the European Federation of Accountants and Auditors for SMEs from 

1996 to 2000. He served the French auditing profession from 1999 to 2006, chairing 

the region of Pau in 2005 and 2006, and was a board member of the national body, 

the Compagnie Nationale des Commissaires aux Comptes. From 2008 to 2011 he 

was the president of Experts-comptables et Commissaires aux Comptes de France, 

one of the two professional institutes for accountants in France. In 2009 he became 

a board member of the French body for accounting public practice, the Conseil 

Supérieur de l’Ordre des Experts-Comptables (CSOEC), in charge of international 

affairs. He was the French delegate for the Federation of Mediterranean Accountants 

and for the Latin Integration Committee Europe-America (CILEA). In 2012 he was 

appointed rapporteur of the French Congress, held in Paris, the biggest event in the 

history of the French accounting profession. In March 2013 he became the first vice-

president of CSOEC, taking over as president in March 2015. 
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‘It is a crazy life,’ Arraou explains. ‘I often end up 

working about 4,000 hours a year. It is equivalent to 

having several demanding jobs.’

CSOEC is at the heart of France’s accounting system. 

Sitting under the umbrella of the Ministry of Finance, 

it represents the views of accountants when the 

government sets accounting regulations, and is the 

main body providing continuous professional training 

for members of the profession. Membership is 

compulsory for all accountants in public practice and 

has been ever since CSOEC was established in 1945. 

(Accountants working for private companies cannot be 

members and are represented by another association.) 

Alliance with ACCA
But Arraou believes that national accounting bodies, 

however successful, can no longer maintain an inward 

focus. Under his leadership CSOEC has signed an 

alliance with ACCA, a link that Arraou believes will 

deliver great results over the coming years. ‘Business 

is now global and professional accountants have to 

provide global solutions,’ he says. ‘That makes it hard 

for national institutes to work alone. We can offer more 

international guidance together.’ 

After just a few months, the alliance is already starting 

to show its worth, Arraou argues. The partners recently 

unveiled a bilingual online training course on how to 

value companies at an international level. ‘I’m going 

to make my best effort to ensure that my presidency is 

international in its orientation,’ Arraou adds. 

He is a passionate proponent of convergence in global 

accounting rules. ‘It seems strange to have different 

standards from one country to another, either within 

the European Union or worldwide,’ he says. ‘Eventually 

we will have a more unified approach.’ US policy, he 

believes, will be crucial to bringing about greater 

harmony between standards. 

Another potential limitation in the current international 

framework, Arraou argues, is that it has been designed 

mostly with the needs of large firms in mind. ‘The main 

focus has been to ensure the most accurate valuation 

of large publicly traded businesses for the benefit 

of investors,’ he says. ‘Less attention has been paid 

to the best approach for smaller and medium-sized 

businesses, which are not being constantly scrutinised 

by stockholders.’ This issue is close to Arraou’s heart 

since his own accounting firm specialises in providing 

guidance to small and medium-sized businesses. His 

practice, set up in 1986, is one of the few that provide 

crossborder advice to smaller firms. 

Arraou is also devoting much of his effort at CSOEC 

to helping accountants understand threats and 

opportunities to their business model. One major focus 

has been on digitisation. ‘The way in which accounts are 

being produced has been changing, with paper-based 

systems disappearing and giving way to computer 

systems,’ he says. ‘Higher degrees of digitisation 

mean that part of the traditional role of accountants, in 

actually registering transactions, is done automatically.’ 

That should be seen as an opportunity, as well as a 

threat, Arraou believes. ‘Accountants need to be part 

of this process and actually in the lead,’ he says. ‘If we 

do not do this we will lose clients to other actors that will 

emerge in the market.’ Digitisation offers the potential 

for accountants to make a significant contribution to 

business efficiency and capture part of the value from 

automation. It could also allow the profession to focus 

on higher value-added services. 

Public sector
A second major opportunity Arraou has been 

highlighting during his presidency comes from the 

public sector: ‘The financial position of many public 

sector entities has weakened over recent years, while 

the central government has plenty of internal resources. 

There are other governmental entities and agencies that  

could do with some good advice and outside expertise.’ 

More French cities are struggling with revenue shortfalls 

as funding from Paris has dwindled. ‘This is another 

area where our members can be extremely helpful, 

cultivating a new business opportunity as well as 

offering a public good,’ he says.

Arraou’s commitment to public service is underlined by 

the fact that his current position, though demanding, 

is unpaid. But he says that the main attraction of 

accountancy when he entered the profession as a 

young man was the promise of independence. ‘My 

very first goal was to set up my own firm rather than 

be employed by somebody else,’ he says. Although he 

started studying accountancy relatively late, at the age 

of 23, within seven years he had set up his own practice. 

This has now been flourishing for three decades. ‘Many 

of my clients are the founders of small and medium-

sized businesses, so they feel the same way about 

the appeal of being entrepreneurial and setting your 

own agenda.’ Arraou’s firm helps businesses achieve 

sustainable growth and gain access to finance. 

Still, Arraou believes that associations can play a 

vital role in helping accounting firms as well as in 

promoting the interests of the profession in general. 

About the EFAA – a body that represents over 320,000 

accountants and auditors – he says: ‘Its goal is to 

provide a big voice for small business and provide 

regulators with a more in-depth knowledge of the 

issues facing small businesses.’

The upshot is that in Arraou ACCA has found a highly 

experienced and dedicated ally. ■

Christopher Fitzgerald and Fernando Florez, journalists

‘It seems strange to have different 
accounting rules from one country to another. 
Eventually we will have a more unified approach’
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Balancing the pay scale
As the idea of a living wage gains support around the world, Faye Chua considers 
the business case and challenges for employers in addressing pay imbalance

Many countries now have some form of 

national minimum wage, but many workers 

on low incomes still struggle to make ends 

meet. The desire to tackle such in-work poverty has led 

to the concept of the ‘living wage’, intended to help 

family units achieve a decent standard of living and 

play a full part in society.

The movement is strong in the UK, having been 

launched by a community group in 2001, then drawing 

in unions and academics, and is now led by the 

Living Wage Foundation (LWF). Every year, the living 

wage and the successes of living wage employers are 

celebrated in the first week of November during Living 

Wage Week. 

A common approach?
Separate living wage movements have sprung up to 

help low-paid workers across the world, but as the first 

of two research papers to be issued jointly by ACCA and 

the LWF highlights, they are often driven by different 

stakeholder groups. In Asia, for example, the Asia Floor 

Wage Alliance is a sector-based initiative that campaigns 

for a decent wage for garment factory workers. In the 

US, the dominant form of action has been isolated 

initiatives by individual cities, resulting in around 120 

different versions of a living wage across the country. 

For international businesses managing global 

operations and supply chains, the more that living 

wage movements can align their thinking, the better. 

To encourage debate, ACCA and the LWF held seven 

roundtables in Europe, North America, Asia and Africa 

last year. A key goal was to see whether some general 

principles could be developed to encourage common 

approaches to a living wage around the world. 

These principles were still being finalised at the time 

of writing, but they capture some important ideas. For 

example, they highlight the need for local consensus 

about what elements should be included in a living 

wage shopping basket. They indicate that a living 

wage should not just cover essentials such as food and 

housing, but also allow some money for discretionary 

spending (perhaps to enable some leisure activity and 

social engagement).

The business case
At one level, the case for a living wage is a moral or 

ethical one. For reasons of social justice, it seems 

unacceptable to many that working people should still 

suffer from poverty when they are in paid employment 

– particularly when the imbalance between their 

pay packets and those of global CEOs has grown 

so huge. But for employers currently paying below 

the living  wage, raising pay for all staff will increase 

costs.  So can a business case be made in favour of 

paying it? 

Advocates of the living wage believe there is, arguing 

that employers will benefit in a variety of ways. Paying 

the living wage could reduce employee turnover, 

bringing cost savings in staff hiring and training. It might 

also lower absenteeism and raise staff motivation, and 

improve productivity and service quality as a result. 

Formal research on the impact of paying a living wage 

is limited, but a 2015 University of Strathclyde study 

considered the business costs and benefits of living 

wage adoption by a number of employers. It found 

that, while there are undeniable costs that need to 

be   mitigated, potential benefits can be achieved, 

such as financial savings from lower staff turnover and 

higher  productivity.

Ethical stance
Living wage supporters also believe that businesses 

should gain reputational and risk management 

advantages from paying a living wage. In developed 

economies at least, some consumers will support 

brands that adopt an ethical stance, even if that results 

Views from the global roundtables

London 
‘In-work poverty is not an issue that can be tackled piecemeal by companies. It is a 

systemic problem that needs a systemic collaborative solution in industries, sectors 

and countries in order to avoid more inequalities or disadvantages.’

Johannesburg
‘The living wage is to do with enough food, shelter, clothing, basic needs, dignity; and 

if an individual manages their budget they can break free from the cycle of poverty.’

New York
‘In Canada we have a universal methodology for the living wage, which is 

about meeting basic needs such as rent, food and utilities, but also transport 

and childcare. And it goes beyond that to enabling community participation, 

allowing children to take part in sports, for example, or a modest once-a-month 

family night out.’

Hong Kong
‘All the workers in a business should benefit, not just direct employees – the living 

wage should extend to outsourced employees. Big companies set the example of 

a good employer.’
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But what about its suppliers’ suppliers? The further 

down the chain the business goes, the less pressure it 

can bring to bear.

Global businesses are addressing their supply 

chain challenge in a variety of ways. One option 

is to work with suppliers to help them identify 

ways of improving  productivity. Another solution 

is to internalise the supply chain and go for vertical 

integration. For example, food manufacturers or 

retailers could take ownership of farms themselves, 

gaining control over operations and wage rates. 

However, such a strategy  clearly requires a radical 

change of business model.

Outsourced staff pose a particular challenge for 

businesses. These people may be working in your 

office but are not employed by you. Again, contracts 

requiring the outsourced service provider to pay the 

living wage could be introduced. Otherwise there is 

a risk that an organisation may brand itself as a living 

wage employer, but still be dependent on the efforts of 

lower-paid human resources.

The recent work by ACCA and the LWF confirms the 

strong interest in the living wage around the world. 

Sharing ideas on how to tackle some of the challenges 

it poses for employers will be important in encouraging 

its wider adoption. ■

in higher prices for a product or service. Encouraging 

the payment of a living wage throughout the business 

– and down the supply chain – could also mitigate the 

risk of a human rights scandal damaging the brand.

From a macroeconomic perspective, if employers 

raise low pay rates up to a living wage level, the 

extra spending power generated could flow out into 

the broader economy, boosting growth – although 

this depends in part on any counter-effect caused 

by higher prices as a result of businesses incurring 

increased costs. 

When measuring the impact of paying a living wage, 

companies should take a holistic perspective. For 

example, there are concerns that employers who 

are forced to pay a living wage to secure a contract 

might recover the extra cost in some way that 

negatively affects their staff – by cutting staff benefits, 

for example, or by eliminating jobs in supporting or 

monitoring roles. 

Supply chain challenges
When a business does embrace the living wage 

concept, it faces particular challenges in spreading the 

idea down its supply chain. It may be able to influence 

its direct suppliers, or even stipulate in contracts 

that  its suppliers pay a living wage to their employees. 

Faye Chua is ACCA’s 

head of business 

insight.
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CFOs: the future is here 
ACCA and IMA (Institute of Management Accountants) 

are collaborating to explore the future of the accounting 

profession through a new multi-year signature research 

initiative anchored by a joint website, The Future Today 

(futuretoday.com). It aims to engage senior leaders in 

business and finance, as well as academics and political 

decision-makers, on issues that matter for the profession 

and for global business and society in the broader 

sense. ‘Through this new platform we aim to inform, 

educate and raise the debate about the future world 

of finance, business and accountancy,’ said ACCA chief 

executive Helen Brand. Jeff Thomson, IMA president 

and CEO, added that, ultimately, this new initiative ‘is 

about serving the public interest and enhancing the 

capability of CFOs and their teams everywhere’.

Recognition is top motivator
A new report, Culture and channelling corporate 
behaviour: ACCA member survey, published by ACCA 

and the Economic and Social Research Council, has 

found that recognition at work is the highest motivator, 

regardless of age, industry or location – even 

outstripping monetary reward. The survey harnessed 

the views of almost 2,000 ACCA finance professionals 

from across the globe. The results also highlighted 

geographical variations, including the desire to reach 

a more senior position as being a stronger motivator in 

Africa and Asia, while having a more challenging role 

was most important for employees in the Americas.

Read the report at accaglobal.com/culture. See 

also articles in Accountancy Futures, Edition 10

Falling income bugs businesses
Falling income is the biggest concern for global 

businesses, according to the latest largest regular 

global survey of finance professionals. Nearly half of 

businesses (46%) reported a decline in earnings in the 

fourth quarter of 2015 in the final Global Economic 
Conditions Survey of 2015 carried out by ACCA and 

IMA. The survey of more than 2,500 finance professionals 

and over 200 CFOs around the world also shows that 

business confidence has hit rock bottom, with 44% of 

respondents less confident than three months earlier.

Businesses not only reported a fall in income but also 

more difficulty in accessing finance, with half cutting 

their workforce or putting a recruitment freeze in place 

and 40% saying they had cut back investment plans 

since the third quarter of 2015.

Read more about the Global Economic 
Conditions Survey at bit.ly/ACCA-GECS

ACCA-X goes global
After piloting three paid-for online accountancy 

courses last year, ACCA has now made them available 

in more than 190 countries. Since the ACCA-X online 

tuition programme was launched in spring 2015 in 

Bangladesh, India, Nigeria and Zambia, it has had 

nearly 68,000 enrolments. The paid-for courses are 

Accountant in Business, Management Accounting and 

Financial Accounting. All three form part of ACCA’s 

Diploma in Accounting and Business, which can 

be earned by registering for and passing the three 

papers linked to these courses, plus a Foundations in 

Professionalism module. Each course costs US$89.

There are also two free ACCA-X courses: Introduction 

to Financial and Management Accounting and 

Intermediate Financial and Management Accounting.

The reasons students sign up with ACCA-X range from 

needing new skills or starting a business to returning 

to study after life-changing events. One student 

said: ‘I live in Kabul, Afghanistan, where financial and 

management accounting courses are not available, so 

the best way to study for me is online.’ 

Delivered on the non-profit edX learning platform from 

MIT and Harvard, ACCA-X’s open-access courses are 

developed by education provider Epigeum. ■

More information about the ACCA-X online 

tuition programme at bit.ly/ACCA-X-2

The Future Today will 

‘inform, educate and 

raise the debate’, said 

ACCA chief executive 

Helen Brand. 

ACCA president 

Alexandra Chin with 

Kenneth Olisa Esq 

OBE, Her Majesty’s 

Lord-Lieutenant of 

Greater London, 

who officially opened 

ACCA’s new global 

head office at The 

Adelphi in February. 
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