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Welcome
With major opportunities for professional accountants in emerging markets around the 
world, this month’s issue focuses on developments in Afghanistan, Pakistan and Turkey

On page 32 we examine the future for 

Turkey, which just a few years ago was 

tipped to be on the verge of a major 

economic breakthrough, but is now 

mired in political instability. 

In our big interview we meet Martin 

Štefík, CFO at Microsoft Czech Republic 

and Slovakia, who credits his innate 

curiosity with keeping him moving 

forward in his career. Read more about 

his philosophy on page 12. AB

Annabella Gabb, international editor 

annabella.gabb@accaglobal.com

ACCA members have a key role to 
play in emerging markets around the 
world, not just in giving advice on 
financial issues but also in helping 
to build capacity. This month we 
examine the opportunities for finance 
professionals in three countries at 
very different stages of development. 
We also explore the Tax Inspectors 
Without Borders initiative, which 
helps administrations in developing 
economies to improve their tax take 
and build capacity (page 39). 

On page 28 we look at the 

tremendous progress being made 

in war-ravaged Afghanistan, where 

32-year-old Muhammad Zarif Ludin is 

leading a programme to develop an 

accounting profession from scratch. We 

also look at the work ACCA is doing 

to support this key foundation for 

economic growth. 

In neighbouring Pakistan, the move 

from a cash-based economy towards 

formal banking is good news for 

accountants, who can expect to benefit 

from business growth as the economy 

enlarges (see page 30). 

We examine the 
opportunities 

for finance 
professionals in 
three countries 

at very different 
stages of 

development
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Once dubbed the 
‘Lunatic Express’ when 
it was built by the British 
more than 100 years 
ago, the 600-mile railway 
between Nairobi and 
Mombasa has been 
replaced by Kenya, in 
partnership with China, at 
a cost of $3.2bn.

Lionel Messi has lost his 
appeal against a 21-month 
sentence for tax fraud 
after he and his father 
Jorge (whose sentence 
was reduced to 15 
months) were convicted of 
defrauding Spain of €4.1m 
in taxes. They are unlikely 
to spend time in prison.

Italy is now the world’s 
biggest wine producer, 
with the country seeing 
off its nearest rival last 
year by producing seven 
million hectolitres (or 
700m litres) more wine 
than France. As for 
drinking it, the US is the 
biggest consumer.

India has launched its 
heaviest rocket, weighing 
640 tonnes (equivalent 
to the weight of 200 
elephants, according to 
New Delhi Television). 
The rocket is intended 
to reduce India’s reliance 
on European vehicles to 
launch its satellites.
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Safari country puts a tax on tourists
A tourism development levy has been introduced in Botswana at a rate of $30 per person. The 

tax is imposed on all visitors, except those from the 15 member states of the Southern African 

Development Community. Proceeds from the levy will be spent on developing the tourism 

infrastructure and supporting conservation, and will consequently improve the quality of life for 

the country’s people, according to the government.

News roundup
This edition’s stories and infographics from across the globe, as well as a look at the 
latest developments and issues affecting the finance profession

Code strengthened
The International Ethics 

Standards Board for 

Accountants has issued 

an exposure draft to 

strengthen the Code of 

Ethics for Professional 

Accountants. IESBA’s 

revised code addresses 

the issues of professional 

scepticism and obtaining 

sufficient understanding 

of facts before exercising 

professional judgment. 

ACCA responded that 

while this is a welcome 

opportunity to bring 

clarity and consistency 

to the code, it could be 

improved by simplifying the 

contents and ensuring that 

it is principles-based, rather 

than rules-based. ACCA 

is particularly supportive 

of the intended changes 

to the independence 

sections of the code, the 

International Independence 

Standards, but believes that 

these need to carry more 

prohibitions.

IFRS for insurers
The IASB has issued the 

first comprehensive and 

international accounting 

standard for insurance 

contracts, IFRS 17. 

Richard Martin, head of 

corporate reporting at 

ACCA, said: ‘This is a 

significant moment when 

the IASB’s project on 

insurance accounting comes 

to fruition after 20 years 

of development. Existing 

insurance accounting 

treatments around the 

world are very variable and 

none is the same as IFRS 

17. They will be replaced 

by 2021 by a consistent 

treatment in all countries 

using global standards.’ 

He added that while the 

standard will apply only to 

a small number of insurers, 

the impact on them will 

be ‘very significant’.

BEPS intangibles
The Organisation for 

Economic Co-operation and 

Development (OECD) has 

carried out a consultation on 

the final report of its transfer 

pricing for intangibles, which 

forms part of its tax base 

erosion and profit shifting 

(BEPS) action plan. The 

report focuses on ‘hard to 

value intangibles’, and sets 

out principles for a pricing 

methodology and mutual 

agreement procedure in 

accordance with BEPS.

Green growth
Medium and long term 

economic growth will be 

assisted by countries taking 

integrated measures to tackle 

climate change, the OECD 

has said. Its report Investing 
in Climate, Investing in 
Growth concludes that the 

integration of growth and 

climate policies could add 

1% to average economic 

output in G20 countries by 

2021 and lift 2050 output by 

up to 2.8%. If the economic 

benefits of avoiding climate 

change impacts such as 

coastal flooding or storm 

damage are factored in, the 

net increase to GDP by 2050 

would be nearly 5%, claims 

the OECD.
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Finance companies hook the fintech shark
Research into the impact of fi nancial technology on fi nancial services for the PwC report 

Redrawing the lines shows that incumbent institutions are embracing its disruptive model 

so as to leverage the fi ntech ecosystem and turn it to their own advantage.

Over 80%
of fi nancial institutions 
believe business is at 
risk from innovators

56%
have put disruption 

at the heart of 
their strategy

82%
expect to have more 

fi ntech partnerships in the 
next three to fi ve years

77%
expect to adopt blockchain 
for in-production systems 

by 2020

PrivatBank probe
PwC is apparently under 

investigation for its audit 

of PrivatBank, which was 

allegedly the victim of a 

£4.2bn fraud. PrivatBank, the 

largest commercial bank in 

Ukraine, was nationalised by 

the government at the end 

of 2016 to contain systemic 

problems. A PwC spokesman 

said: ‘We have not been 

informed of any investigation 

into our audit of PrivatBank… 

Our audit opinion on the 

2015 fi nancial statements 

of PrivatBank included a 

qualifi cation in respect of 

related parties.’

Andersen lawsuits
US fi rm Andersen Tax has 

made progress in its claim of 

ownership of the Andersen 

name. The fi rm was set up as 

WTAS in 2002 by 23 former 

Arthur Andersen partners and 

rebranded as Andersen Tax in 

2014. It has since taken legal 

action to assert its ownership 

of the Andersen brand, 

winning cases in Brazil, India 

and the US. Andersen Tax is 

building a global network and 

recently opened operating 

divisions in Germany, the 

Netherlands, Nigeria, Poland 

and Portugal. The French 

fi rm Arthur Andersen & Co 

continues to assert its legal 

right to use the name. 

Competition league
Hong Kong is the world’s 

most economically friendly 

nation, according to the 2017 

IMD world competitiveness 

rankings. Switzerland comes 

second; the top two rankings 

continent’s wealth – more so 

than most African citizens’.

Kenya tax demand
Kenyan parastatal businesses 

have been told to pay the 

taxes they owe or close 

down. National Treasury 

cabinet secretary Henry 

Rotich issued the demand, 

amid what he termed 

a ‘very big problem’ of 

state-owned businesses 

collecting employee taxes 

but failing to pass them on 

to government. The National 

Treasury has authorised the 

Kenya Revenue Authority to 

link its online tax system to 

state corporations’ fi nancial 

management systems.

Kenya aid halted
US aid of US$21m due to 

be paid to Kenya’s Ministry 

of Health has been put on 

hold, after concerns from 

Kenya’s auditor-general 

about accounting practices. 

‘We took this step because 

of ongoing concern about 

reports of corruption and 

weak accounting procedures 

are unchanged from 2016. 

Singapore is now rated third 

and the US fourth, reversing 

their 2016 positions. The 

Netherlands is fi fth, up from 

eighth in 2016, while Ireland 

is sixth, having been seventh 

last year. Denmark, Sweden 

and Norway have all slipped 

down the rankings. 

Africa looted
Sub-Saharan Africa is 

subsidising richer nations as 

foreign-owned corporations 

extract profi ts and underpay 

taxes, according to a report 

from Global Justice Now and 

other development charities. 

Their report How the World 
Profi ts from Africa’s Wealth 
says that Africa receives 

around US$19bn in grant 

aid, but US$68bn is removed 

through capital fl ight ‘mainly 

by multinational companies 

deliberately misreporting 

the value of their imports 

or exports to reduce tax’. It 

adds that with vast numbers 

of Africans suffering from 

poverty ‘the rest of the 

world is profi ting from the 

at the ministry,’ the US 

embassy in Kenya said. ‘We 

hope to restore the funding 

when appropriate progress 

is made.’ An audit report 

indicated that US$50m 

was unaccounted for.

Saudi invests in US
Saudi Arabia has begun 

rebuilding its international 

investments after scaling 

back in response to falling oil 

revenue. It is putting US$20bn 

into a Blackstone fund to 

invest in US infrastructure. 

The International Monetary 

Fund has advised Saudi 

Arabia to aim for gradual 

fi scal consolidation to achieve 

a balanced budget by 2019, 

as planned.

SEC budget cut
The US Securities and 

Exchange Commission (SEC) 

faces a cut in funding that 

could hamper its capacity to 

tackle insider trading. The 

US president Donald Trump 

has proposed removing 

from its budget the US$50m 

annual reserve fund created 
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after the fi nancial crisis, 

which was used to invest in 

technology to investigate 

wrongdoing. Meanwhile, 

Trump’s nominee Jay Clayton 

has been confi rmed as new 

SEC chairman. He joins from 

law fi rm Sullivan & Cromwell 

and is expected to be less 

forthright over enforcement.

Ethics sink startups
Entrepreneurial startups 

inject innovation and 

dynamism into India’s 

business culture, but too 

many fail because they 

breach ethical values. A 

report – Entrepreneurial 
India: How startups redefi ne 
India’s economic growth, by 

the IBM Institute for Business 

Value – points out that new 

company registrations rose 

from 15,000 in the 1980s to 

almost 100,000 in the 2010s, 

but that around 90% of new 

startups collapse within fi ve 

years. Some 64% of the 100 

venture capitalists surveyed 

blamed unethical business 

conduct for that failure.

Africa divestment
Barclays Bank Group is 

cutting its stake in Barclays 

Africa to just 28%. The 

group has agreed to sell 

a 22% equity ownership 

to other investors. Buyers 

include South Africa’s Public 

Investment Corporation, 

which will double its existing 

7% stake. Divestment out 

of Barclays Africa is part 

of a long-term strategy to 

strengthen the core group’s 

capital position, although 

the group will continue to 

provide Barclays Africa with 

branding and tech support.

Caribbean shake-up
BDO has expanded in 

the eastern Caribbean 

through the absorption 

of former KPMG partners 

in the region. KPMG’s 

partner in St Lucia has 

joined BDO, as has KPMG’s 

Antigua and Barbuda 

offi ce. In St Vincent and the 

Grenadines there will be a 

change of BDO fi rm, now 

represented by a former 

KPMG partner.

US$100m settlement
A Citigroup subsidiary will 

pay US$97.44m to settle 

a US Justice Department 

charge that it breached 

money laundering controls. 

Banamex USA admitted 

wilfully failing to maintain 

an effective anti-money 

laundering compliance 

programme and to fi le 

suspicious activity reports. 

It also admitted processing 

more than 30 million 

remittance transactions to 

Mexico (amounting to over 

US$8.8bn), 18,000 of which 

generated internal alerts and 

involved more than US$142m 

in potentially suspicious 

transactions. The company 

investigated fewer than 10.

Asia leads on tech
Asian economies are more 

digitally engaged than their 

global peers at similar stages 

of development, according 

to Deloitte’s latest Voice of 
Asia publication. Deloitte’s 

digital engagement indices 

for government, businesses 

and consumers show Asian 

economies are leveraging 

digital technologies to 

leapfrog development 

hurdles and are winning the 

connectivity race. Deloitte 

concludes that Singapore and 

Hong Kong are world leaders, 

while the large population 

bases in countries such as 

India, China, Indonesia and 

Vietnam offer considerable 

opportunities for the future. 

Prime proliferates
Australia’s Prime Financial 

Group has acquired Brisbane 

fi rm Altezza Partners. 

Altezza was recognised 

as Innovator of the Year 

in the 2016 Australian 

Accounting Awards. Prime 

is an integrated accounting, 

wealth management 

and capital advisory fi rm, 

which specialises in family 

businesses and business 

owners. Altezza will be 

rebranded as Prime. AB

Paul Gosling, journalist

Investors back Exxon Mobil disclosures 
Exxon Mobil shareholders have backed a motion calling for the company to increase its 

disclosures on its climate change impact. Some 62% of shareholders supported the non-binding 

resolution, up from 38% last year. The board had opposed the proposal, but has now agreed to 

consider it. Fund manager BlackRock was reported to have backed the resolution out of concerns 

that the company risked losing value as the energy market shifted away from fossil fuels. Other 

supporters included the Church of England investment fund and the New York State pension fund.

Shareholder vote on 
climate reporting came 
despite board opposition
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CVi

2016
CFO Czech Republic 

and Slovakia, Microsoft, 

Prague

2014
Finance manager for retail, 

Central and Eastern Europe,

Microsoft, Munich

2010
Business controller, Slovakia,

Microsoft, Bratislava

2009
Audit manager,

PwC, Bratislava

2005
Audit assistant, 

PwC, Bratislava

The beat goes on
Martin Štefík FCCA, CFO for Microsoft Czech Republic and Slovakia, believes that 
passion, continuous learning and risk-taking are key to success

Martin Štefík FCCA always knew 
that a career in finance lay 
ahead of him. Specialising in 

mathematics at high school, he took a 
keen interest in figures. The practicality 
of finance and its relevance to everyday 
life strongly appealed to him. ‘I consider 
finance unique because it is behind 
everything we do, in our personal and 
work lives. If you understand how finance 
operates, it helps you figure out how the 
world works,’ he says.

Now 12 years into his career and chief 

finance officer for Microsoft Czech Republic 

and Slovakia, Štefík believes that he chose 

wisely, given the flexibility of a finance 

officer position. He explains that a finance 

director can be a business person or 

company CEO but rarely the other way 

around. ‘Together with a certain business 

sense, the major advantage of a finance 

role is that it underpins everything we do. 

Working with data is becoming increasingly 

strategic. And this is where finance as a 

profession can play a key role,’ adds Štefík.

After graduating from university in Slovakia 

in 2005, he followed the common route of joining a Big Four 

accounting firm, PwC, as an audit assistant in Bratislava. Štefík 

progressed rapidly through the company, soon becoming an 

audit manager. ‘That was a great start,’ he recalls, noting that 

in a small country like Slovakia, auditors do not usually focus 

on a particular line of business but gain experience across 

sectors. ‘I was auditing insurance companies, manufacturing 

firms, energy companies and others, all of which helped me 

understand a range of business models.’

In November 2010, Štefík moved to another global firm, 

Microsoft, becoming a business controller for its Slovak 

branch. When the company approached him, he was not 

looking elsewhere but decided that the move could present 

an excellent opportunity. Besides switching to a very different 

line of business, he carried out new work tasks. ‘Before 

Microsoft, I had never been involved in business controlling, 

especially for an IT company, so it was partly 

a step into the unknown. But I believe that if 

a new position looks attractive, you should 

just go for it, even if some aspects are new,’ 

Štefík argues, explaining that a willingness to 

keep learning has proved crucial throughout 

his whole career. ‘It is also a crucial element 

of Microsoft’s culture to give people 

opportunities to develop and grow, limited 

only by their willingness to risk and learn.’

Virtual challenge
Such a philosophy became even more 

important less than four years later, 

when he took on a regional role, with 

responsibility for managing the financial 

aspects of Microsoft’s retail business across 

Central and Eastern Europe. The diversity 

of the area, from the Czech Republic to 

Kazakhstan, provided much direct exposure 

to diverse cultures, market maturities, 

and business styles. The new job also 

tested his limits in working with others 

virtually by email or Skype. ‘Only with that 

experience did I realise how hard it is to 

produce written communication that is 

clear enough to attract people’s interest and convince them 

to follow my lead on a virtual basis.’ 

Looking back, he believes such leadership experience was 

one of the biggest factors contributing to his current role 

as CFO for the Czech Republic and Slovakia. Štefík directly 

manages a team of 15 and is a member of subsidiary top 

management and regional finance management. He is also 

responsible for two international projects that are guiding 

finance towards the future across Microsoft. When he looks 

back at the past 12 years, he notes that one underlying 

motivation has kept him moving forward and developing his 

view of the world and of business – curiosity. ‘Always search 

for underlying principles. Look beneath the surface of an 

issue or challenge to understand how it works, to make the 

best decisions possible,’ he advises. Štefík promotes a risk-

taking culture among staff and a willingness to challenge the 
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‘Treat the company 
you work for  

as if it were your 
own business.  

In that way, you  
will aspire to do  

the best for  
the firm’
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status quo, so that they learn from 

situations and are better equipped 

for the future. 

Štefík bases this philosophy on 

thinking big, which enables him to 

step back from any small or local 

challenges and focus on the future. 

He adds that the audit training 

at PwC shaped his approach and 

proved invaluable at Microsoft: 

‘My previous work helped me 

understand what particular sectors 

need in terms of technology and 

introducing business innovation.’ 

Such innovations are the focus of 

much discussion currently, as the digital revolution sweeps 

through businesses worldwide. ‘Digital technology, and 

its availability and capacity, is completely changing how 

we innovate. We can see many good examples already – 

look at Facebook or Airbnb – and we will see many more 

going forward. Companies must learn how to interact with 

technology to make progress and scale everything they do, 

from core business through HR to finance,’ he reasons. ACCA’s 

recent report, Professional accountants – the future: Drivers of 
change and future skills, cites digital technologies as one of four 

key factors impacting the accounting 

profession in the future. ‘There is no 

doubt about that, and as one of the 

market leaders in technology, we are 

already seeing some signs of this in 

everyday life. We predict cashflow 

and identify sales opportunities using 

machine learning, connecting and 

visualising the data through PowerBI, 

cooperating and communicating 

using Skype or Teams. This means 

that technology already significantly 

influences our daily schedule. I am 

sure this is just the start,’ Štefík adds.

He takes a slightly different 

perspective on digital transformation, given his CFO hat and 

that his company’s software plays a key part in filtering the 

material we gather, then organising it, understanding the 

insights, defining the actions, presenting it and helping to 

apply to drive impact. The insight-to-action aspect poses the 

biggest challenge for finance professionals, empowering them 

much more under the company strategy and leadership.’

Under Satya Nadella, its current CEO, Microsoft worldwide 

is itself shaping the digital revolution. Štefík explains that the 

focus will be towards a greater role for CFOs in the future, and 

‘Always search 
for underlying 

principles. Look 
beneath the surface 

of a challenge to 
understand how 

it works, to make 
the best decisions 

possible’
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Basicsii Tips

* Microsoft was established in 1975 by Bill Gates and 

Paul Allen in Albuquerque, US. The global computer 

technology firm now has operations in 124 countries 

worldwide including representation in the Czech 

Republic and Slovakia.

* Main areas of business include business software, 

developer tools, entertainment products, hardware and 

home and educational software.

* Its best known products are the Windows operating 

system, Office and Office 365 productivity suites, Azure 

cloud platform, Xbox gaming console, HoloLens mixed 

reality headset and search engine bing.

* As at 31 March, it had 121,567 employees worldwide, of 

which 500 were based in Czech Republic and Slovakia.

* You must be a learner and be willing to learn all the time. 

Things are changing fast, especially in the technology 

world. Even what was happening a year ago may not be 

valid any longer.

* Be passionate about what you do. Don’t hesitate to 

change roles or step into something that you don’t know. 

If you’re passionate about something you’ll always be 

able to develop in the best way. You can learn as you go.

* Don’t stick to rules and standards just for the sake of it. 

Think innovatively. Think big. 

* Always be open in conversation and provide feedback 

to the management and others. It is only through such 

discussions that you can learn from each other and 

develop further.

and encouraging staff to be open-minded and to join the 

dots when analysing. 

Štefík sees the emphasis on communication and 

collaboration as vital for business development: ‘In our local 

leadership, I manage the different ways we convey our value 

proposition to different types of business development 

manager. Historically, this was usually limited just to 

communication with CEO, CIO, or procurement from the 

customer side, and that was all. Now, more players are 

involved and increasingly we will need to share our vision 

with non-traditional business development managers, 

creating solutions for HR, finance, or lawyers, powered by 

our technology. This is where finance can come into play again.’

He notes that increasingly he or his team communicate with 

customer CFOs and other financial managers to demonstrate 

how to harness technology to transform the way they operate 

or even upgrade the business models generating sales. ‘CFOs 

are approaching us and learning from our best practices how to 

apply technology to get results.’  

Ultimately, he believes that the fact that finance intertwines 

with everyday life is key: ‘The philosophy of our company is 

focused on results rather than hours worked, which strongly 

resonates with me. I believe in prioritising to ensure I use my 

time wisely and to contribute to an overall life balance. In the 

end, balance is a must for long-term sustainability.’ AB

David Creighton, journalist based in Prague

that they will apply digital technology to increase the influence 

of finance departments: ‘All CFOs must be able to reconsider 

how they interact with data, automating the transactional 

aspects of work on one side to be able to invest time into 

joining the dots through analysis of internal and market data 

on the other. So using technology within finance is, I think, 

currently the biggest challenge but also opportunity. And I 

believe that the industry is ready to tackle it.’

Besides involvement in digital transformation, Štefík’s 

managerial career has included managing the merger 

between the Microsoft companies in the Czech Republic and 

Slovakia, months after his move to Prague. He regards it as 

a career highlight: ‘We had a great project, involving many 

people. The availability of information and full communication 

made people feel that they had ownership.’ He believes these 

factors contributed to the project’s overall success.

Such experience proved invaluable later for the ongoing 

human resources aspect of his work. Štefík actively participates 

in training and development and works with the HR 

department to help mentor colleagues. He relishes the role. 

‘My work is very people-oriented, and my colleagues know 

that I am passionate about others and coaching them. I am 

also working on a strategy for managing our staff and getting 

the best out of them,’ he says, adding that his senior manager 

position also entails providing leadership and setting standards. 

In addition to these responsibilities, his remit also includes 

promoting a culture of communication and ongoing learning, 
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China downgraded
Moody’s has downgraded China’s 

ratings while changing the outlook from 

negative to stable. ‘The downgrade 

reflects Moody’s expectation that 

China’s financial strength will erode 

somewhat over the coming years, with 

economy-wide debt continuing to rise 

as potential growth slows,’ said the 

agency. It added that reforms are ‘likely 

to transform the economy and financial 

system over time’, but this will not be 

enough to prevent rising debt and 

additional contingent liabilities for the 

government. It believes that the erosion 

in China’s credit profile will be gradual 

and eventually contained.

Family businesses’ skills
The next generation in family-owned 

businesses lacks the skills to take their 

firms forward, Deloitte’s NextGen Survey 

has found. Of the next generation of 

leaders of family-owned businesses 

interviewed, 47% expect the market in 

which they operate to face disruption in 

the next two to three years; 27% expect 

to lose market share to new entrants. 

But, says Deloitte, the biggest disrupting 

factor for family-owned businesses is the 

changes in family relationships (24%). 

The view from
Sahil Gupta ACCA, investment analyst at Qatar 
Development Bank, and keen traveller

I’ve learnt some valuable 
lessons, such as seeing 
companies experience 
exponential growth due 
to R&D investment. The 

market is undergoing huge 

disruption, so CEOs today 

must fully understand the 

challenges they face before deciding 

which capabilities are core to the future.

The ACCA Qualification has been vital in 
equipping me with technical knowledge.  
As soon as I gained it, I was offered 

a permanent position at EY Doha. As 

well as being globally recognised and 

boosting careers, ACCA provides a 

platform for members to connect.

ACCA organises quarterly CPD events 
in Qatar and hosts webinars highlighting 
trends and providing technical updates. 
These help me gain my credits. 

I enjoy meeting young entrepreneurs, 
who are natural risk takers and bring 
a constant flow of fresh ideas to the 
table. A critical task of my current job 

role is assessing potential profitable 

opportunities for the bank to invest in.

One of my biggest achievements was 
the development of the dedicated seed 
funding product for entrepreneurs. In 

the long term, I plan to start my own 

equity-based funding programme.

I love travelling; it broadens my mind. 
I am also a part of ACCA’s Qatar 

Members Advisory Committee, and a 

volunteer at Reach Out to Asia, which 

provides education to migrant workers. AB

The market is 
undergoing huge 

disruption, so CEOs 
today must fully 
understand the 

challenges they face

I joined EY Doha in 
2010 hoping to obtain 
experience in varied roles. 
Starting as a tax advisor I 

then became an external 

auditor before spending 

two years as an analyst for 

the transaction services 

department. Here I realised where my 

interest lay. I was motivated to pursue 

an accounting degree because I 

believe accounting is a key underlying 

foundation in an organisation.

At Qatar Development Bank I manage 
and develop investment initiatives such 
as the largest SME equity fund in Qatar, 
which aims to provide growth capital 
to entrepreneurs. I also developed and 

now manage a seed funding programme 

which provides capital for startups. 

My department comprises just five 
team members, so efficiency is key. 
There are four investment analysts who 

report to one executive director. There 

is an emphasis on knowledge transfer 

between team members.

72% 
of global execs say the world has 
become a riskier place over the past 
year (down from 87% in 2016), with 
increasing competition, 
regulatory risk and 
economic slowdown 
identified as the 
top three threats. 
Source: BDO
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Hitting the market 
The Korean Stock Exchange is a lively, stable and growing market that has often been 
overlooked by investors and analysts. Paul Wan looks behind the figures

model – has reduced liquidity and 

dented HKEx’s price/earnings (P/E) ratio. 

With this focus on the dramatic 

repercussions of the ‘China effect’, 

investors and analysts have often 

overlooked a lively and stable market 

that has been enjoying quiet but steady 

growth – the Korean Stock Exchange 

Over the last five years, despite the 
market turmoil in June/July 2015 with 
the meltdown of the Chinese market, 
the world’s global capital markets have 
doubled their market capitalisation.

In Asia, the most significant 

development of the past decade has 

been the impact of a sharp influx of 

Chinese companies on Hong Kong’s 

Stock Exchange (HKEx). While this 

has undoubtedly made the market 

more vibrant, it also leaves Hong Kong 

vulnerable to the Chinese economic 

slowdown. The sheer number of 

Chinese companies listed – many of 

which have an unsustainable business 
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More information

See the Korean exchange listing 
requirements at bit.ly/KRX-list-criteria

KOSDAQ vs Hong Kong’s Growth Enterprise Market

This snapshot analysis of the Korean stock market makes a strong case for potential 

candidate companies to consider listing or dual listing on the KRX. Of course, before 

embarking on any IPO plan it is crucial to get an update on the market, and to liaise 

closely with professionals in South Korea.

Raining profi ts: KRX employees 
mark the close of trading for the 
year in Seoul in December 2016

largest in Asia (after Japan, China, Hong 

Kong and India). Given South Korea’s 

population of 51 million as compared 

with China’s 1.4 billion and India’s 

1.2 billion, its market capitalisation is 

relatively high. 

The Korean IPO (initial public 

offering) market is in high demand 

among institutional and retail investors, 

with the average subscription rate 

for shares remaining over 400 times 

oversubscribed for fi ve consecutive 

years. Korean investors are clearly 

eager to list good companies on the 

KRX; institutional investors include not 

only Korean investment houses but 

also Korean pension funds, which have 

a substantial war chest, and foreign 

investment houses (mainly from the US).

The Korean market capitalisation by 

P/E is high: in 2016 it had almost 2,000 

companies, with a collective turnover 

value of nearly US$2 trillion (148% of 

market capitalisation). Higher stock 

turnover means more widespread 

market activity and thus better liquidity, 

which in turn ensures that fi rms can sell 

their shares more easily. Liquidity also 

increases the volume of stock trades, 

which helps the further development of 

stock markets.

Contributing to the high liquidity is 

the trading volume of retail investors, 

(KRX). Accountants specialising in 

corporate fi nance and aspiring CFOs 

looking to list their company would do 

well to consider KRX. They can set aside 

any qualms about the Korean language, 

which is by no means an obstacle to 

global trade.

Korean stability 
Asian stocks have extended the global 

sell-off since the beginning of 2016 due 

to a variety of global risks, including the 

shock of Brexit, waning growth in major 

economies and the prospect of US 

Federal Reserve rate hikes.

Most markets dropped by double 

digits when the Chinese market 

collapsed in June 2015, but KRX fell 

only 4.08%. It was even unaffected 

by the recent impeachment of 

Korean president Park Geun-hye. 

Such stable market performance 

suggests companies are less affected 

by industries related to the global 

economic downturn, and can therefore 

focus instead on investing in sectors 

that give them a competitive advantage. 

Over time, this has given impetus to the 

Korean market.

In July 2016, by market capitalisation, 

the Korean market was ranked sixth 

who own about 40% of the market in 

terms of market capitalisation of their 

portfolio. Most Asian and European 

markets are driven by institutions that 

generally provide inadequate liquidity 

to the market.

Over 67% of foreign investment in 

Korean equities comes from the US 

and Europe (especially France, Norway 

and the UK), while investment from the 

Middle East is steadily increasing. 

Comparing markets 
The KOSDAQ market, established in 

1996 to provide funds for hi-tech startup 

companies and SMEs, has more relaxed 

listing requirements than the KOSPI, 

which was set up in 1956 to assist 

mature, large blue-chip companies 

and has 769 listings with a daily trading 

volume of almost US$4 trillion. KOSDAQ 

now has a daily trading volume of more 

than US$3 trillion and outperforms its 

peers in all measures. AB 

Paul Wan, managing partner of Paul 

Wan & Co in Singapore, member fi rm of 

Morison KSi

The Korean initial 
public offering (IPO) 

market is in high 
demand among 

both institutional 
and retail investors   

KOSDAQ GEM

Market capitalisation 172,000 33,312

Number of trading companies 1,152 222

Active new listings 102 34

Percentage change in market indexes +25.67% -0.19%
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The sky’s the limit
Management must harness the power of the internal audit function and show support 
as it seeks a higher-level role, say Biraj Pradhan FCCA and Pradeep Karmacharya FCCA 

In July, more than 2,500 internal 
auditors from around the world will 
converge on Sydney, Australia, for 
the Institute of Internal Auditors’ 
international conference, which 
this year takes the theme ‘L.I.V.E. 
the Global Experience: Leadership. 
Innovation. Value. Effectiveness’ – a 
title that provides a neat summary 
of how a good internal audit (IA) 
department pays dividends. 

As the complexities of business 

grow, so the depth and scope of 

internal auditors’ knowledge of their 

organisations – from management level 

to day-to-day operations – becomes 

an increasingly valuable resource, 

providing the opportunity for the 

function to expand beyond compliance 

and financial reporting responsibilities 

to the implementation of enterprise risk 

assessments and a broader focus on 

business and operational risk. 

Internal auditors can save 

organisations substantial amounts of 

money and protect their reputation in 

the marketplace by identifying operating 

inefficiencies, waste, employee theft, 

fraud, and cases of non-compliance 

with laws or regulations. They can keep 

an eye on the corporate climate and 

perform a variety of activities such as 

assessing risks, analysing opportunities, 

suggesting improvements, promoting 

ethics, ensuring accuracy of records 

and financial statements, educating 

senior management and the board 

on critical issues, investigating fraud, 

detecting wasteful spending, raising red 

flags, recommending stronger controls, 

and monitoring compliance with rules 

and regulations.

Good internal auditors are explorers, 

analysts, problem-solvers, reporters 

and trusted advisers. They bring 

integrity and a variety of skills and 

expertise to the organisation. They 

come from diverse areas such as 

finance, operations, IT and engineering. 

Today’s internal audit professionals 

are revered for their critical thinking 

and communication skills, as well as 

their general IT and industry-specific 

business knowledge. 

Project finesse
There are key times when their 

expertise, knowledge of controls and 

broad perspective over the organisation 

make internal auditors ideal for 

consulting on a project to ensure that 

risks are considered and controls are 

built into a process at the front end – for 
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example, in mergers and acquisitions, or 

new technology implementation.

Risks are everywhere – from natural 

disasters, loss of key suppliers, 

reputation damage, inefficient 

operations and fraud, to lawsuits, policy 

violations and theft. It’s the internal 

auditor’s job to assess the significance 

of the organisation’s many risks and 

the effectiveness of risk management 

efforts, communicate these to 

management and the board, and 

develop recommendations.

A bigger role
Taking on the broader role outlined 

above is not without its challenges. As 

management teams reach out to do 

more, so they need to appreciate some 

of the challenges the IA function is 

facing. Technological advances have the 

potential to free up internal auditors for 

these more valuable, higher-level tasks, 

and there are four things management 

should be encouraging the IA team to 

do to ensure they are best placed to 

fulfil the bigger role expected of them.

1. Add value. Internal audit must be 

able to show that it can add value 

in order to prove its relevance. The 

expectations of stakeholders are 

high; boards of directors, audit 

committee members, regulators 

and investors are all watching to see 

how internal audit responds to its 

growing strategic role, particularly 

in the area of identifying risk. At the 

top of the list is the ability to provide 

greater insights on risk and to help 

the company to adapt to handle its 

ever-changing nature. Internal audit 

needs to be better equipped to 

provide assurance over regulatory 

compliance, third-party relationships, 

cybersecurity, emerging markets and 

IT governance. 

2. Develop a workforce strategy. 
In order to meet the growing 

expectations of stakeholders, 

internal audit needs highly qualified 

staff with the right skills and 

qualities. These include business 

knowledge, analytical abilities, 

ability to communicate with various 

parties, integrity, courage, conflict 

management skills and many more. 

But there is a shortage of qualified 

candidates with the unique set of 

skills required to be successful in the 

modern internal audit department. 

As a result, hiring and keeping 

the right kind of talent is internal 

audit’s greatest challenge. The 

department should take a workforce 

strategy approach to ensure that 

the required skills are represented 

across the function.

3. Build trust. Trust and credibility are 

the foundation of effective internal 

audit. It takes a long time to build 

trust but it can be damaged in 

an instant. To earn trust, internal 

auditors must be able to offer 

more insights and foresight to the 

business. They must be transparent 

and fair, and ready to take part in 

more of a two-way communication.

4. Leverage technology. Data analysis 

is becoming an increasingly 

important tool for businesses. 

The need to do a better job at 

leveraging technology, including 

using data analytics, is a major 

challenge for internal audit.

There are undoubtedly challenges for 

both auditors and organisations in 

broadening the scope of internal audit. 

However, with the right investment 

in skills and technology, there can be 

winners on both sides. AB

Biraj Pradhan FCCA is research manager 

at Kathmandu University, Nepal and 

a member of ACCA’s International 

Assembly. Pradeep Karmacharya FCCA 

is a former banker and management 

consultant and a member of the ACCA 
Nepal Advisory Committee

Internal audit 
must be able 

to show that it 
can add value to 
the company in 

order to prove 
its relevance
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Fees down, staff up
According to an analysis by International 
Accounting Bulletin, the biggest 

accountancy firms in Africa saw their fee 

income drop in the financial year ending 

in 2016. Fee income fell by 14% at PwC, 

7% at Deloitte, 11% at EY, 10% at KPMG, 

4% at BDO and 8% at Grant Thornton. 

Staff numbers expanded at Deloitte by 

3%, EY by 5%, BDO by 6% and Grant 

Thornton by 1%; but fell at KPMG by 6% 

and PwC by 5%. 

Focus expands in Oz
US private equity firm Focus Financial 

Partners is trying to grab a significant 

stake in the Australian accounting 

and wealth management market with 

the acquisition of MW Lomax and 

Westwood Group. Rajini Kodialam, 

co-founder and managing director at 

Focus, says: ‘It has been great to see 

the Focus model so well received in 

Australia, and we anticipate continued 

deal momentum going forward.’ Other 

recent international acquisitions by 

Focus include Canada’s Dorchester 

Wealth Management and the UK’s 

Greystone Financial Services.

The link between professional 
ethics, education and oversight and 

more favourable corruption scores is 
three times stronger for professional 
accountants who have committed to 
these qualities than for individuals who 
do not possess professional accounting 
qualifications.’ Source: IFAC

The view from
Vishal Madan ACCA, manager, financial operations 
practice, Connor Group, US, and crossfit competitor

US and Europe, and get 

satisfaction from solving 

complex business 

challenges. 

 

I became an ACCA 
member in 2014. The 

ACCA Qualification 

has been a great foundation for the 

variety of roles I’ve held, from my Big 

Four days to my current position. It 

has allowed me to establish a well-

rounded career in finance where I 

have applied different facets of the 

training to real-life situations. 

I appreciate opportunities for 
continuing education. As well as taking 

advantage of training courses provided 

by my employer, I particularly value the 

mentoring I get from the partners at my 

firm. I also benefit from ACCA’s online 

CPD library. 

One of my proudest moments was 
launching a venture capital fund 
backed by the UK government, which 
provided early-stage funding to 
startups. I grew the finance department 

to 15 people in the first year. From 

implementing processes to advising 

the board on corporate governance, I 

created an infrastructure to allow the 

company to flourish, experience I use 

when providing advice to my clients.

Outside work I enjoy taking part in 
crossfit competitions. I’m also a foodie, 

so I’m often out enjoying the great 

eating scene in New York. My favourite 

destination right now is a food market in 

Brooklyn called Smorgasburg. AB 

ACCA has allowed 
me to establish a 

well-rounded career 
in finance where 

I have applied 
different facets  

of the training to 
real-life situations

My parents owned a group 
of restaurants and hotels, 
and from a young age I 
worked in the kitchens and 
waited on tables. Eventually, 

I became involved in 

managing the finances of 

the business and expanding 

operations. This exposure to finance 

inspired me to pursue a career in 

accounting as I wanted to develop my 

understanding of business.

 
I spent five years at Deloitte, in 
restructuring services, then spells 
as head and director of finance in 
the corporate sector. I joined the 

professional services firm Connor Group 

in 2016 as a manager in the financial 

operations practice. I take pride in 

bringing a creative perspective and 

using my technical expertise to support 

clients’ needs.

 

I enjoy the camaraderie among my 
colleagues and the exciting client 
challenges keep me on my toes. I work 

with a great team based across the 
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Get smarter
As cybercrime evolves to become more threatening, auditors need to up their 
game by adopting an intelligence-led approach to cybersecurity

‘The best defence is a good offence’ is 
a strategy traditionally applied in games 
and military combat, but it is increasingly 
being applied by businesses to the realm 
of cybersecurity. 

Decades ago, cyber attacks took the 

form of mild viruses and spam malware. 

In recent years they have evolved into 

threats that can have serious financial and 

reputational consequences. 

‘Companies at a global level are very 

concerned about cyber threats,’ says 

Raj Chaudhary, a principal at US public 

accounting, consulting, and technology 

firm Crowe Horwath.

The Quick Poll survey of 130 chief 

audit executives conducted in June 2016 

by the Institute of Internal Auditors (IIA), 

the Audit Executive Center (AEC) and 

the Internal Audit Foundation (IAF) found 

more than a third of respondents are 

turning to security operation centres as 

part of their cybersecurity strategy.

‘It is logical and encouraging that 

models to address the pervasive and 

potentially devastating threat of cyber 

attacks are evolving,’ says IIA president 

and CEO Richard Chambers.

‘The creation of formal security 

operation centres (SOCs) allows for 

holistic, proactive approaches in which all 

parts of the organisation, including the 

internal audit function, can support the 

battle against data breaches,’ he says.

While it is good news that businesses 

are creating formal SOCs, it is but the bare 

minimum. Forward-thinking businesses 

are going further, applying intelligence.

Where an SOC is a responsive 

cybersecurity operation in which analysts 

work through a list of alerts and launch 

appropriate responses, a security 

intelligence centre (SIC) is a proactive 

operation in which the emphasis is on 

learning about and anticipating threats, 

rather than triage and incident response. 

‘An SIC is like an SOC on 

steroids,’ says Ben Wootliff, head of 

the cybersecurity practice at Control 

Risks Asia. 

However, many organisations are still 

putting most of their security investment 

into preventative technologies like SOCs.

‘Companies need to begin 

thinking about cybersecurity less as a 

purely IT-managed risk and far more 

as a strategic business issue,’ says 

the Consumer Loss Barometer report 

by KPMG, published last August.

While more than one-third (34.6%) 

of the survey respondents from IIA and 

Crowe Horwath’s report said that their 

organisations had already established 

a formal SOC, another 10% were 

considering it, implying that there is still 

room for audit executives to become 

more actively engaged.

The speed of embracing the concept 

of an intelligence-driven approach 

differs between regions, with most Asian 

countries lagging several years behind 

their Western counterparts. 

‘Although Hong Kong and 

Singapore are pretty advanced, 

intelligence-led approaches against 

C
PD
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Outsourcing to prevent cyber attacks
More and more auditors are opting to engage third-party centres for vulnerability 

assessments and testing penetrability, mainly for cost and IT talent retention issues.

‘Managing your own security internally is expensive and time-consuming. It is a 

signifi cant endeavour,’ says Neil Campbell, director of security practice at Telstra.

Also, IT security has a high level of staff turnover. Silva Consultants, a Seattle-

based security consulting fi rm, says the rate of turnover in the contract security 

industry is legendary, averaging 200% or more annually. ‘It is very hard to fi nd good 

security people. Security professionals tend to look for variety in what they do. 

Managing the security of a single environment is far less interesting than looking at 

new environments every day.’

Security professionals in cybersecurity services centres are exposed to a huge 

variety of environments compared to in-house IT departments. ‘This allows them to 

have a better perspective over different platforms,’ says Campbell.  

CPD questions

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

A joint study by IBM and Ponemon 

Institute that surveyed 383 companies 

around the world found that the average 

total cost of a data breach in 2016 was 

US$4m, or US$158 per record. In the 

US, the cost is even higher, averaging 

US$221 per record, or US$7.01m 

per breach. 

Meanwhile, a survey of 65 companies 

affected by hacks since 2013, conducted 

by IT consultant CGI and Oxford 

Economics, found that cybersecurity 

attacks shaved off at least US$52.4bn in 

share value in recent years. 

The study found a ‘signifi cant 

connection between a severe cyber 

breach and a company’s share price 

performance’ – share prices of 

companies that have experienced 

a breach fall 1.8% on average on a 

permanent basis.

The report found that fi nancial 

services companies experience a 

particularly severe impact from hacks 

because of the industry’s ‘high levels 

of regulation, the importance of 

customer confi dence and the potential 

for fi nancial fraud to be a facet of 

the breach’.

‘The banking and healthcare 

industries hold personally identifi able 

information which is valuable to 

cyber criminals. Life sciences and 

manufacturing, electric and utilities are 

industries where there is more concern 

for intellectual property loss,’ Chaudhary 

points out. 

‘Cybersecurity should no longer 

be viewed as a technical issue, but as a 

business risk issue, an ongoing risk which 

is constantly changing and evolving,’ 

says Wootliff. AB

Haky Moon, journalist

cyber attacks are still only catching 

on elsewhere. Asian institutions love 

compliance but aren’t as interested in 

threats,’ says Wootliff. 

The Cyber Security Report 2017 

released by Telstra shows that 59% of 

the organisations surveyed in Asia have 

detected a business-interrupting security 

breach at least once a month.

‘Businesses are dealing with 

unprecedented security and business 

challenges. Many of these are fuelled 

by mobility, cloud-based service 

offerings and the need to have an 

environment that adapts to the way 

users want to work and interact,’ 

explains Neil Campbell, director of 

security practice at Telstra.

‘Organisations must invest in 

appropriate security initiatives in order 

to reap the benefi ts of innovative 

technologies as they emerge,’ he says. 

In the UK it is recognised that 

cybersecurity is no longer an isolated 

issue manageable by an IT team alone. 

‘The Bank of England is moving 

away from a testing and compliance-

based approach to a threat-led one. 

This implies understanding what threats 

are out there and how those threats 

might be manifested. They are taking an 

intelligence-led approach,’ says Wootliff.

Cyber attacks can 
be impossible 

to overcome for 
smaller businesses, 

with nearly 60% 
going out of 

business following 
a hack

UK authorities were also the fi rst to 

enact contingency plans, after Tesco’s 

online banking arm had £2.5m stolen, 

when 9,000 customer accounts were 

compromised by a cyber attack.

‘It’s not so much going from SOC to 

SIC, but it is an example of regulators 

telling organisations to apply intelligence 

to their programme,’ says Wootliff.  

According to Steve Langan, CEO 

at Hiscox Insurance, cyber attacks 

cost business worldwide as much 

as US$450bn in 2016. While larger 

businesses may have the resources to 

weather the damage, nearly 60% of small 

companies go out of business following 

a hack, according to the United States 

House Committee on Small Business.

C
PD
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Is it that women 
are less concerned 

about career 
advancement? Or 

can’t commit to the 
gruelling schedule 
at the most senior 

executive level?

Missing principals
With more women than men entering the accounting profession, why is it that when it 
comes to the top jobs women remain a minority, asks Ramona Dzinkowski

as of 2015, 63% of all accountants and 

auditors in the country were women. 

Worldwide, the Financial Reporting 

Council puts the percentage of women 

studying accounting at 50%.

Is it that women are less concerned 

about career advancement? Or 

because they can’t commit to the 

gruelling schedule at the most senior 

executive level as a result of traditional 

family commitments? Or is it a cultural 

hangover from days gone by? 

What’s the answer to moving women 

up both the executive and pay ranks?  

Sponsorship is one solution. The 

Accounting Move Project, an ongoing 

programme supported by the Accounting 

and Financial Women’s Alliance and the 

American Women’s Society of CPAs, 

says: ‘Sponsorship is one of the most 

powerful and overlooked dynamics 

for propelling women through the 

talent pipeline.’ Distinct from executive 

mentoring or coaching, sponsorship 

implies greater accountability, according 

to Move, because the individual sponsor 

puts their own reputation on the line to 

champion a particular candidate for a 

particular opportunity. 

However, the notion of sponsorship 

has yet to become the tone at the top. In 

its latest research, Move found that 54% 

of female staff at accountancy firms felt 

they would stay if they were headed for 

leadership positions, but only 30% said 

their own firms’ leaders (77% of whom 

are male) had discussed leadership 

opportunities with them. AB

Ramona Dzinkowski is a Canadian 

economist and editor-in-chief of the 

Sustainable Accounting Review

Despite all the hyperbole about 
diversity and inclusion, recent stats 
show that close to 90% of Fortune 
500 company CFOs are still men, and 
that this ratio hasn’t changed over a 
number of years. 

Similarly, I’m sure it’s no epiphany 

to learn that accountancy firms are 

still heavily weighted towards male 

principals, although the stats aren’t quite 

as skewed as in the big corporates. The 

most recent data from the UK’s Financial 

Reporting Council shows that only 17% 

of PwC principals are female, 15% at 

Deloitte and EY, 13% at KPMG and just 

12% at BDO.  

In the US, women have fared 

somewhat better than their British 

colleagues, with 23% reaching the most 

senior level in their firms in 2016, an 

increase from 17% in 2012. 

The gender gap is not only reflected in 

numbers, but in dollars too. In Canada, 

for example, among female auditors, 

accountants or investment professionals, 

half will be earning C$54,960 (US$40,814), 

compared with C$68,314 for their male 

counterparts. Similarly, in the UK in 

2016 women in accountancy earned 

£67,680 on average, whereas their 

male colleagues earned £84,970 – a 

gender pay gap of £17,000, according to 

research by specialist accountancy and 

financial recruiter Marks Sattin.

While this general imbalance isn’t 

necessarily shocking, it is confusing 

given the large number of women who 

are entering the sector. In the US, for 

example, 52% of all new accounting 

graduates (with a bachelor’s or master’s 

degree) are women and, according 

to the US Bureau of Labor Statistics, 
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Labels for the lazy
Savvy investors are unlikely to be deterred by the South Africa credit rating downgrade, 
which is driven by that most volatile of factors, political risk, says Alnoor Amlani

Assessing risk is a difficult task. Rating 

agencies have to draw comparative data 

across the globe and therefore have to 

consider the available comparative data 

such as per capita income, GDP growth, 

inflation, the level of government debt 

and default history, and weigh these 

against their view of political risk, 

regulatory risk and other unique factors. 

In the case of South Africa there is 

certainly political uncertainty.

The effect of rate cuts by international 

agencies on developing countries 

is far more pronounced than in 

developed countries. The South African 

government will now find it harder to 

borrow in the international markets, and 

in all likelihood will have to borrow more 

in the local market. This could mean 

increased interest rates for individual 

South Africans to bear. Stock values for 

banks in South Africa tumbled soon 

after Gordhan was replaced and have 

lost 8% of their value to date, with the 

rand losing 3% of its value. 

Traditionally, because of the lack 

of information in Africa’s emerging 

economies, risk is managed through 

detailed and often expensive due 

diligence. But for those willing to go 

beyond broad global credit ratings, 

there are often good and low-risk 

investments to be found. Africa’s rising 

crop of self-made millionaires are 

testament to this. A savvy investor in 

Africa today should be willing to go the 

extra mile and gather the data needed 

to make investment decisions while also 

considering global ratings. AB

Alnoor Amlani FCCA is an independent 

consultant based in East Africa

Recently two of the three major credit 
rating agencies downgraded South 
Africa’s government bonds to ‘junk’ 
status. Standard & Poor’s lowered its 
rating from BBB- to BB+, and Moody’s 
soon followed with a similar rate cut. 
The move followed the firing of finance 
minister Pravin Gordhan by South 
African president Jacob Zuma. 

S&P cited the impact of divisions in 

the government as the reason for the 

downgrade; its view was that ‘political 

risks will remain elevated this year, and 

that policy shifts are likely, which could 

undermine fiscal and economic growth’. 

Political risk is usually just one of many 

factors that determine ratings, but in 

Africa it is normally the one with most 

impact. The problem is that this factor is 

often too volatile and simply too difficult 

to objectively assess and compare. 

Credit ratings have been falling 

across the board, with some of the most 

developed nations taking prominent 

cuts. Britain lost its AAA rating last year, 

after voting to leave the EU, and the 

US took a cut following the financial 

crisis. However, the global market 

for government bonds continues to 

improve, highlighting a major disconnect 

between the rating agencies and the 

market. Many question the relevance of 

rating agencies today, as a result.

Since their introduction a century 

ago, sovereign credit ratings have had 

a turbulent history. After the Great 

Depression, 21 out of 58 nations 

defaulted on their international 

bonds between 1930 and 1935. Since 

then more than 70 governments 

have defaulted at least once on their 

domestic or foreign debt.

For those willing 
to go beyond 

broad global credit 
ratings, there are 

often good and low-
risk investments 

to be found
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Beyond borders
Whatever the implications of Brexit, ACCA will continue to champion the merits of a 
qualification without borders, says ACCA president Brian McEnery

students. Whatever the implications of 

Brexit, we will continue to champion the 

merits of a qualification without borders.

And that is why I think the Brexit 

discussion is not only engaging but 

important. This topic is not only logistical 

but emotional. At the forum, we started 

by talking about free trade, immigration 

and tax sovereignty in the context of the 

Brexit negotiations; perhaps we’ll end 

with an idea of what being truly ‘global’ 

means in today’s world. AB

Brian McEnery is a partner specialising 

in corporate restructuring and 

healthcare consulting at BDO Ireland

It’s been a tumultuous year in politics 
all over the world, but there is 
one particular topic that I find I’m 
discussing with ACCA members 
universally: Brexit.

Further uncertainty has arisen here as 

a result of the inconclusive UK general 

election, which emerged as AB was 

going to press. This follows a prolonged 

period of posturing by both the UK 

government and European Commission. 

But what is clear is that Article 50 has 

been triggered, and the UK has officially 

begun its separation from the EU. The 

expected global impacts of Brexit have 

been much discussed. Of course the 

most immediate impact will be felt by 

the UK and EU, but the monumental 

geopolitical shift will affect ACCA 

members all over the world. 

I hosted a discussion on Brexit at the 

2017 President’s Forum in Dublin in June. 

I was joined by several Irish policymakers 

and influencers to discuss the risks and 

opportunities that Brexit may incur for a 

small economy like Ireland.

It was interesting for me to wear two 

hats at this event: I am, of course, an 

Irishman, but I am also the president of 

a global body. And as I delivered my 

remarks, I realised just how important 

global bodies like ACCA are in helping 

us all to navigate this process. 

Removing my Irish hat for a moment, 

and speaking as the president of ACCA, 

I hope that those who saw Brexit as the 

first step in a momentum-gathering 

wave of overt patriotism and economic 

nationalism were wrong.

ACCA was founded on five principles, 

opportunity and diversity among them. 

We work to provide opportunity free 

from artificial barriers and to embrace 

the diversity of our members and 

AB launches in Africa
On the topic of internationalism, I’m 

excited to announce that this column 

is also appearing in our very first 

issue of AB Africa, which launches 

this month. Africa is an important 

part of the world for ACCA, and 

I’m thrilled that we can bring more 

local stories to and from our African 

members. To all of you in the region, 

we hope you enjoy.
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ACCA support for CPA Afghanistan
Built on a January 2015 memorandum of understanding, 

ACCA’s work with CPA Afghanistan includes:

* mentoring CPA Afghanistan for IFAC membership 

* research support, particularly in the area of public sector 

accounting 

* approval of the bachelor’s programme, with nine 

exemptions

* developing CPA Afghanistan qualifications.

Herculean task
In the face of instability and economic ruin, programme leader Muhammad Zarif Ludin 
has made huge strides in the development of an accountancy profession in Afghanistan

T rying to establish a professional accountancy body 
in a country characterised by chronic instability and 
an economy in ruins was never going to be a simple 

exercise. That’s the objective of Professional Accountant 
Organisations Development (PAOD), a unit set up by the 
government of Afghanistan to implement the findings 
of a World Bank/International Monetary Fund Report on 
Observance of Standards and Codes (ROSC) study carried 
out in the south Asian country in 2009 with a view to 
strengthening its financial architecture.

This is a country that has no limited company regime, no 

statutory audit, no stock exchange, no training leading to a 

recognised professional qualification. Based on the ROSC 

recommendations, PAOD’s remit had three parts: drafting and 

enacting an accountancy law; setting up an accountancy body, 

Certified Professional Accountants (CPA) Afghanistan; and 

building up the capacity of accountants and auditors.

Against such an unpromising background, astonishing 

progress has been made, due in part to the energy of PAOD’s 

head, 32-year-old Muhammad Zarif Ludin. Ludin joined PAOD in 

2013 as an accounting and IFRS Standards specialist working on 

the ROSC report, having previously worked as a lecturer, trainer 

and finance manager. He holds a bachelor’s in accounting from 

Hazara University, Pakistan, and a master’s in public policy from 

the Graduate Institute Geneva, Switzerland, and is studying 

towards qualification with ACCA. He says: ‘I wanted to see if I 

could be useful at this strategic level and I thought it would be 

interesting to work at policy level.’

Five months after Ludin joined 

PAOD he was promoted to 

programme manager after his 

boss left to pursue a master’s 

degree. He set about researching 

accountancy law and regulations 

in other countries (notably the US, 

the UAE, India, Pakistan and some 

European countries). Then, working 

in conjunction with the ministry 

of finance-led National Steering 

Committee (NSC), made up of 

representatives of key government 

ministries as well as the central bank, 

private sector and NGOs, including the World Bank, work 

began on drafting a code for Afghanistan. The code covers 

the regulation of accountants and companies, accounting 

education, ethics and disciplinary actions – ACCA is making a 

significant contribution to this work (see box). Ludin says: ‘We 

considered IFAC [International Federation of Accountants] and 

best practice and then drew up a code, taking account of the 

context of Afghanistan.’ 

At times it was an uphill battle. However, by late December 

2016 the draft code was completed. It passed into law in 

February this year. 

Since then Ludin has been working on implementation 

and PAOD has grown, taking on four additional qualified or 

part-qualified ACCA accountants. The key objective now is 

membership of IFAC – CPA Afghanistan’s initial application 

should be made in August – as well 

as membership of the Confederation 

of Asian and Pacific Accountants 

(CAPA) and South Asian Federation 

of Accountants (SAFA). Ludin says: 

‘If we remain disconnected from the 

world we will stay backward.’ Full 

IFAC membership is a key target as is 

‘being recognised around the globe 

as a trusted accountancy body’.

A seven-member independent 

regulator, known as the Accountancy 

Board, has been established, which 

Ludin has been asked to chair for 

the next few years – its members, 

‘To make 
Afghanistan 

sustainable in 
the face of all the 

problems, you have 
to devote more time 

than is recorded in 
the time sheet’
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drawn from the government, meet regularly. With the help 

of PAOD the board is establishing sub-committees to create 

the building blocks of a professional accounting association: 

education, examination, professional standards and conduct, 

and membership and licensing.

Ludin is set to continue to play a crucial part in the 

development of this fledgling profession and is scheduled to 

be the first CEO of CPA Afghanistan. He’s prepared to put in 

the necessary work: ‘To make Afghanistan sustainable in the 

face of all the problems, you have to devote more time than is 

recorded in the time sheet.’ 

PAOD is also intent on capacity building: it is creating Afghan 

accountants through a 1,100-strong World Bank-funded 

scholarship programme supported by ACCA – with 100% of 

fees and exam costs waived, dependent on passing the exams. 

Started in April 2016, the programme is working well, and 

counts around 300 women among those undertaking training. 

At the same time, again with PAOD’s help, Kabul University 

is establishing a bachelor’s degree in accounting through a 

Malaysian university, with agreed exemptions from ACCA. 

In such a war-torn, troubled country there are clearly 

immense challenges in establishing and maintaining an 

accountancy profession. Ludin says: ‘In Afghanistan there 

is a lack of accounting knowledge. Local and regional 

politics exert an influence. That is why we take every step 

carefully. We have to be very flexible.’ He expects to face 

opposition over the plans to implement regulation and 

professional standards. Only 20% of Afghan businesses pay 

any tax, never mind the right amount. Despite, or maybe 

because of, the immense problems, Ludin is convinced 

that accountants working with CPA Afghanistan are about 

to make history.

Andrew Steele, ACCA’s market director – partnerships 

and recognition, comments: ‘It has been great to see the 

tremendous progress that CPA Afghanistan has been 

making on developing a strong accountancy profession, a 

key foundation for sustainable economic growth. ACCA has 

been working in close partnership with CPA Afghanistan and 

other key stakeholders to support this exciting transformative 

work and we are committed to continuing to support 

CPA Afghanistan in achieving its goals, including IFAC 

membership, on a long-term basis.’ AB

Peter Williams, journalist
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Pakistan looks for growth
A  positive economic outlook and a move from a cash-based economy towards formal 
banking are creating many opportunities for professional accountants in Pakistan

A clear sign of sustainable development in any country 
is a switch away from a cash-based economy 
towards formal banking – it is a sign that companies 

and their employees expect their earnings to continue, and 
that they are prepared to pay tax. For accountants such a 
change is good news indeed, and as a result the profession 
in Pakistan is looking for growth.

Senior bankers in Pakistan foresee a very positive outlook 

amid phenomenal year-on-year overall growth in business 

of 16% during the country’s last fiscal year, which ran from 1 

July 2015 to 30 June 2016. This, according to the State Bank 

of Pakistan, the south Asian country’s central bank, included 

a doubling of private-sector credits, reflecting Pakistan’s 

overall 4.7% GDP growth in the last fiscal year. Banking 

industry experts say the growing popularity of Islamic banking 

in the country and the opening of banking channels with 

neighbouring Iran after the lifting of economic sanctions not 

only had a positive impact on the banking industry, but on the 

country’s formal economy as well.

‘Expansion of the formal economy is directly linked to [the 

work of] two key regulators – the Federal Board of Revenue 

(FBR) and the Securities and Exchange Commission of 

Pakistan (SECP) – and their investment/business-friendly 

policies,’ says Sajjeed Aslam, head of ACCA Pakistan. He told 

Accounting and Business that these had been encouraging 

employees and businesses to document their activities and 

access funds through banks and the capital markets. As a 

result, accountants in Pakistan have an increasingly important 

role in advising and creating awareness about the advantages 

of the formal economy in generating actionable financial data. 

They can also help companies develop a strategic drive to 

raise funds from multiple sources, while complying with the 

law: ‘Accountants can enhance their role in negotiating with 

the banking industry and regulators’ policy decisions which 

encourage new business and ventures in Pakistan,’ says Aslam.

Tariq Saeed, a retired professor of accounting, believes that 

while accounting is not directly linked with all banking issues, 

it has a very important role to play in the management of bank 
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balances and liabilities, which are far stricter than for cash-

based business: ‘Bankruptcies occur as a result of over-supply 

of credit, plus bad money/financial management; thus one 

of the major roles of senior professional accountants is to 

oversee financial feasibility,’ he explains.

It would appear, however, that Pakistan business is ready 

to take the leap into banking. According to a report from the 

State Bank of Pakistan, in fiscal year 2016, the Pakistan banking 

industry’s asset base was PKR1.74 trillion (US$16.65bn), and 

it held PKR1.46 trillion’s (US$13.94bn) worth of deposits. 

According to the report: ‘The outreach of Islamic banking 

has also expanded considerably, with its branch network 

increasing to 2,146 branches in 98 districts across Pakistan.’ 

This, says the report, comfortably surpasses the target of 2,000 

branches set in the central bank’s second strategic plan for 

the Islamic banking industry, which 

covers 2014-18.

A respectable option
One senior commercial banker, 

who wished to remain anonymous, 

says: ‘Islamic banking over the years 

has gained momentum, attaining 

international attention on the back 

of its robust growth and its pliability 

during financial crises.’

Moreover, Dr Ayesha Ghaus Pasha, 

finance minister of Pakistan’s Punjab 

province, speaking at the fifth global 

forum on Islamic finance held by the 

COMSATS Institute of Information 

Technology in Lahore in January, stressed the respectability of 

Islamic finance and how it has gained International Monetary 

Fund recognition for promoting macroeconomic and financial 

stability. ‘Pakistan’s Islamic banking industry has been growing 

at over 30% a year over the past five years, which is above the 

average global rate,’ she said.

According to Aslam, the current boom in Pakistan banking 

is the result of the expansion in available current accounts, 

the low cost of making deposits and increasing confidence 

in using banks to make and secure investment. ‘We have 

started to see some evolution towards private-sector lending, 

which is currently relatively small,’ he says. Addressing 

private companies, especially family-owned businesses, 

Aslam believes they need to be better organised to deal 

with banks and that more standardised financial reporting is 

required, ‘which is good for business owners/managers and 

also for the economy’. Large listed companies have already 

developed adequate financial reporting capabilities but they 

With the formal 
economy growing, 

professional 
accountants now 

have to work hard to 
ensure their clients 

thrive in this new 
environment

number fewer than 600, he says. To move forward, these 

smaller companies need professional accountants to ensure 

the correct financial reports are submitted to the relevant 

regulators, which will improve trust in financial reporting at all 

levels and across all industries, he says.

A key segment in banking growth has been in agriculture, 

according to the central bank report. Across Pakistan, agri-

financing expanded 16% in the last fiscal year, compared with 

the preceding 12 months, to reach PKR599bn (US$5.71bn). 

‘Encouragingly, the agri-finance sector added over 200,000 new 

borrowers during the last [2015-16 fiscal] year, thus increasing 

the total outreach of the sector to 2.4 million active borrowers 

from 2.2 million in the previous year,’ the report claimed. There 

has also been encouraging growth in Pakistan’s formal house 

financing sector, with 17% annual growth in 2016. Expansion in 

formal financing in both sectors has 

been fuelled by interest rates that 

are low for Pakistan – the existing 

base rate is 5.75%.

With the formal economy growing, 

professional accountants now have 

to work hard to ensure their clients 

thrive in this new environment. 

‘It means being more agile and 

thinking ahead in terms of business 

opportunities and equipping 

themselves. Being proactive, 

technology-savvy and forward 

looking are key qualities accountants 

should live and breathe,’ says Aslam. 

Mirza Munawar Hussain, a teacher 

at an accounting institution in Lahore, agrees that the banking 

boom should force accountants to raise their standards 

in Pakistan. ‘They need to demonstrate high standards of 

skills in financial reporting as well as [following] international 

standards,’ says Mirza. 

Finally, the Pakistan government itself should play a role by 

ensuring businesses and individuals comply with the law when 

adopting formal banking. He says the government provided 

for sanctions including fines and jail sentences in its Income 

Tax Ordinance 2001 and Sales Tax Act 1990, to encourage a 

switch from cash handling to the documented economy. But 

police and regulators failed to apply such punishments even 

when businesses were clearly flouting the law. As a result, 

Mirza says, ‘a reasonable number of people remain outside 

the documented economy regime’ – even if they are now a 

declining proportion of Pakistan’s businesses and residents. AB

Saeed A Baloch, journalist in Lahore
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The way back 
With the Turkish economy stagnant since the 2008 crisis, the government needs to revive 
former policies if it is to become the economic giant it was tipped to be a decade ago

Only a few years ago Turkey was on the verge of a 
major economic breakthrough. In the run-up to 
the 2008 fi nancial crisis, the country appeared to 

have broken free from a cycle of economic crises. Fiscal 
discipline had been imposed on a government with a 
history of overspending; the central bank had been given 
a strong independent mandate to combat infl ation; and 
the government had launched a drive to curb corruption. 
Membership of the European Union seemed an achievable, 
albeit distant, goal. And Fidelity included Turkey in its group 
of MINT economies – Mexico, Indonesia, Nigeria and Turkey 
– a select club of nations that the fi nancial services giant 
expected to show strong growth and provide high returns 
for investors over the coming decade. 

However, instead of pushing harder on the accelerator, 

Turkey’s government has shifted into reverse. The central bank 

has come under political pressure to keep interest rates low, 

and political patronage has once again become important in 

government institutions. Political uncertainty has also soured 

economic conditions, following a failed coup attempt last year 

and a government crackdown in the following months. The 

response of markets and the economy to Turkey’s backwards 

steps has been swift. The Turkish lira has lost a quarter of its 

value against the US dollar over the past two years, making 

it the worst-performing major emerging market currency of 

recent times. And the economic growth rate slumped from 

above 6% in 2015 to 2.3% for last year, while infl ation has been 

climbing. Turkey’s credit rating has also been downgraded. 
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In the 1930s Turkey created state-owned companies 
to stimulate key industries – iron and steel producer 
Kardemir was founded in 1937 and privatised in 1995

Turkey is a great 
location for 

commerce, close 
to western Europe 

while also being 
a convenient 

transit point to the 
Middle East

in the plot,’ Jackson has explained. ‘Now the AK Party needs 

to reassure entrepreneurs that their property rights will be 

sacrosanct. That is an important step in boosting investment, 

which has been weak recently.’ 

Turkey faces another key challenge: its low domestic savings 

rate has left it overly reliant on foreign capital. Between 2010 

and 2015 the country’s current account defi cit averaged 6.5% 

of GDP, among the largest of its peer group, according to 

International Monetary Fund (IMF) 

data. ‘That in turn makes the Turkish 

lira vulnerable during periods of 

global uncertainty; the currency 

falls sharply when international 

investors become less willing to 

take risks,’ says Marc Chandler, chief 

currency strategist at Brown Brothers 

Harriman in New York. ‘All of this has 

the potential to lead to bouts of high 

infl ation and economic disruption.’ 

In addition, much of the borrowed 

funds are fi xed-income securities, 

rather than equity or foreign direct 

investment, which are slower to fl ee 

when confi dence wanes. And around 

80% of external debt is denominated in foreign currencies, 

which makes loans costlier to repay if the lira slides. 

Intractable as this problem sounds, there are solutions, 

economists argue. The government has taken some steps 

to improve the low savings rate. As of 2017 workers will 

be automatically enrolled in a private pension plan, with a 

‘The lesson of Turkey has been that if you do the right 

things you get rewarded,’ says Refet Gurkaynak, an economics 

professor at Bilkent University in Ankara. ‘Stop doing the right 

things and you no longer get rewarded; go backwards and you 

get punished.’ 

The nation’s economic setback has taken its toll on 

employment for professionals, including accountants, with 

many leaving the country for opportunities elsewhere. ‘The 

business environment has taken a 

hit,’ says Wolfango Piccoli, director 

of research at Teneo Intelligence. 

‘The natural result is that some highly 

skilled people are feeling restless.’ 

Economists expect the economy to 

recover somewhat over the coming 

year, with growth stabilising. But 

the longer-term prognosis remains 

weak and the probability of future 

fi nancial crisis has grown. This raises 

the question of what can be done to 

improve the outlook for Turkey. 

‘The situation could certainly be 

improved by a more comprehensive 

government plan to boost 

productivity and macroeconomic stability,’ argues ACCA 
Turkey head Filiz Demiroz. ‘Certain of the policies that would 

be more helpful have already been tried in Turkey and proven 

to work.’ The Justice and Development Party (AK Party), in 

power since 2003, was once viewed as an examplary reformer. 

Political will is key
‘The reforming zeal of many governments often wanes after 

a decade in power,’ points out William Jackson, emerging 

market strategist at Capital Economics. ‘On the bright side, 

however, the government has a wide range of effective policy 

solutions that they can remove from the shelf and dust off. The 

key is political will.’ 

Jackson also argues that the government would do 

well to dispel concerns over the unpredictability of policy 

and property rights. Its recent victory in a constitutional 

referendum will transform Turkey from a parliamentary 

democracy to an executive presidency, which has the potential 

to concentrate power in the hands of a small circle of offi cials. 

That often makes businesses nervous about the potential for 

sudden shifts in the direction of government, says Jackson. 

A crackdown on potential political opponents following last 

year’s abortive military coup should now be phased out, 

most economists believe. ‘The government has expropriated 

certain fi rms whose owners were accused of being involved 
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minimum contribution of 3% of their gross wages. Staying 

in the system after the two-month opt-out period will be 

rewarded by a one-off payment of 1,000 Turkish lira – a plan 

that has won praise from the IMF. 

Finally, the IMF believes Turkey needs to renew its 

commitment to independent monetary policy. The central 

bank has come under political pressure to keep interest rates 

low, a stance the IMF says has been ‘counterproductive in the 

context of high private indebtedness’.

Natural entrepreneurship
Such actions could help unleash the natural entrepreneurship 

of the Turkish people. ‘Turkey has considerable economic 

potential,’ Demiroz says. This was clearly in evidence after the 

turn of the millennium: the nation became Europe’s largest 

manufacturer of televisions and light commercial vehicles, and 

some Turkish companies making capital goods even cracked 

the notoriously fussy German market. Exports expanded by 

325% in the decade to 2012. 

But recently Turkish businesses have struggled to move up 

the value chain to produce higher value-added products. If 

this spirit of entrepreneurship can be ignited again, companies 

can draw on an abundance of young workers; the median age 

is 31, compared with 40 in the UK and 47 in Germany. It is a 

great location for commerce, close to western Europe while 

also being a convenient transit point to the Middle East. 

Also, the prudent fi scal policies adopted by the AK Party 

during its fi rst years in government have left Turkey with a 

valuable buffer in the event of economic downturns; debt to 

GDP at 22.6% is very low by global standards. A customs deal 

gives it access to the European Union with very few tariffs. And 

a period of stronger economic growth could also help ensure 

that Turkey keeps hold of home-grown talent. 

‘At certain times, Turkey has been a magnet for foreign 

talent, as well as providing good opportunities for our own 

professionals,’ Demiroz says. ‘In the right political climate, 

there is no reason why this shouldn’t be the case again.’ The 

government has been particularly keen to establish Istanbul 

as a regional fi nancial centre; if successful, this would create a 

plethora of jobs for fi nance professionals. 

Turkey can go back to the global economic fast lane, 

most economists agree. But that will only happen if the 

government returns to the policies that made its fi rst few years 

in offi ce so successful. AB

Christopher Fitzgerald and Fernando Florez, journalists

Political fallout
Political turmoil and falling tourism revenues, 

along with the failed 2016 coup and its aftermath, 

have hit GDP growth and driven unemployment.

Public debt dwindles
Since its high of 43.8% in 2009, Turkey’s 

government debt to GDP ratio has fallen 

consistently and is comfortably superior 

to that of much maturer economies. Happy median
Turkey’s low median age means its 

economy will have the benefi t of a 

young workforce for decades.
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Beyond fi nance
Institutional investors round the world are showing a growing interest in environmental, 
social and corporate issues when making decisions, according to an EY survey

ESG is in demand
EY’s survey on environmental, social and corporate 

governance (ESG) disclosures reveals an increased 

interest from institutional investors globally in 

nonfi nancial information. 

Regional variation
Regional differences in ESG evaluations have narrowed. 

Below are the number of investors conducting an 

evaluation of environmental and social impact disclosures:

Difficult to compare 
Which of the following statements best refl ects your views 

on why you do not consider nonfi nancial issues in your 

decision-making?

Nonfi nancial measurements 
are seldom available for 
comparison with those of 
other companies

Nonfi nancial disclosures 
are seldom material or 
have fi nancial impact

Nonfi nancial information 
is often inconsistent, 
unavailable or not verifi ed

Pivotal role
In the past 12 months, how frequently has a company’s 

nonfi nancial performance played a pivotal role in your 

investment decision-making?

ESG issues have quantifi able impacts 

Generating sustainable returns requires sharp 
focus on ESG 

Environmental and social issues offer risks and 
opportunities but companies don’t see them as core to 
the business 

CEOs should have a long-term strategy for value creation 
and affi rm the board has reviewed it 

Agree strongly Agree Disagree Disagree strongly

42% 2015            2016

EMEIA* Americas Asia-Pacific

25%
38%

33%

22% 23%

27%

26%11% 23%

31%
35% 22% 28%

24%
27%

5%

41%

42%

16%

42%

42%

38%

30%

39%

50%

51%

52%

53%

6%

10%

16%

5%

2%

1%

2%

3%

Frequently NeverOccasionally Seldom

* Europe, Middle East, India and Africa

More information

The survey covers 320 professional investors globally. Find 
Is your nonfi nancial performance revealing the true value of 
your business to investors? at bit.ly/esgvalue

201620152013
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A two-horse race
Deloitte and PwC are frontrunners in the accountancy network global rankings, 
according to the latest figures for 2016 from International Accounting Bulletin

Deloitte and PwC continue to jockey for top spot in 
the accountancy network global rankings. In the 
latest figures for 2016, Deloitte won out with 5% 

growth, pushing its fee income to US$36.8bn – last year’s 
income was US$35bn. PwC faltered, recording growth of 
2%, which meant it slipped to second place. The top two 
remained comfortably ahead of EY and KPMG (table 1).  

Networks’ fees
The fee gap between the Big Four and the rest remains 

significant. Altogether, according to the 2016 International 

Accounting Bulletin survey, fee income for the top 30 firms 

amounted to US$168.5bn, of which the Big Four accounted 

for US$127.7bn, or 75%. For the mid-tier firms to catch the 

smallest Big Four firm KPMG, BDO would have to merge 

with the next five firms below them. For those firms outside 

the top four, Grant Thornton and Moore Stephens will be the 

least excited by the year, as they both only grew by 3% while 

their best performing rivals – Baker Tilly and Crowe Horwath – 

managed to double that rate of growth (table 1).

In the top 20, SFAI grew by 142%, reaching US$487.5m, 

and the growth looks set to continue in 2017 with seemingly 

monthly announcements of firms being admitted to the 

Rank Name Fee income  Growth 
  (US$m) (%)

1 Deloitte 36,800.0 5

2 PwC 35,896.0 2

3 EY 29,626.0 3

4 KPMG 25,420.0 4

5 BDO 7,601.4 4

6 RSM 4,865.7 5

7 Grant Thornton 4,789.2 3

8 Crowe Horwath International 3,708.3 6

9 Baker Tilly International 3,235.2 6 

10 Nexia International  3,207.5 4

11 Moore Stephens International 2,742.6 3

12 Kreston International 2,105.2 3

13 HLB International 2,077.5 7

14 Mazars 1,514.7 6

15 PKF International 1,042.0 3

16 UHY International 515.4 0

17 SFAI 487.5 142

18 MGI Worldwide 437.8 -20

19 Russell Bedford International 412.0 5

20 Pan-China International 364.6 14

Table 1: Networks’ fees
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Table 4: Associations ranking

Table 5: Staff data

Rank Networks Fee income 
(US$m)

 Growth %

1 PwC 15,280.0 1

2 EY 11,301.0 0

3 KPMG 10,120.0 1

4 Deloitte 9,400.0 -5

Rank Networks Fee income 
(US$m)

Growth %

1 Deloitte 20,500.0 10

2 PwC 11,531.0 3

3 KPMG 9,740.0 7

4 EY 7,846.0 8

Rank Income Fee income 
(US$m)

Growth (%)

1 Praxity 4,748.3 5

2
LEA Global/ 
Leading Edge 
Alliance 

3,076.6 2

3 GGI 2,490.0 8

4 PrimeGlobal 2,128.1 19

Rank Name Total staff 2016 Of which partners Growth (%)

1 Deloitte 244,400 Not declared 8

2 EY 230,800 11,509 9

3 PwC 223,468 10,830 7

4 KPMG 188,982 9,843 9

But treat the figures with some care, as they will mask 

enormously variety between regions.

The split of firms’ revenue between Europe and the US is 

fascinating: KPMG’s split is 

pretty even, at US$10.3bn 

for Europe and US$10.4bn 

in the US; PwC’s are also 

similar at US$13bn for Europe 

and US$14.9bn in the US. 

EY’s European business is 

notably smaller at US$10.7bn 

compared with US$13bn top 

line in the US. But Deloitte 

weighs in with the biggest disparity: US$11.2bn in Europe 

compared with a hefty US$19.2bn Stateside. 

In total the Big Four US/Europe gap is US$12bn (table 

6). The mid-tier produced a similar tale, with the US side 

outpacing their European cousins by a clear amount. For 

Table 2: Audit and accounting breakdown

Table 3: Advisory breakdown

network. For instance, in April firms based in Chile, Cost Rica 

and Georgia joined SFAI. In contrast, MGI Worldwide (ranked 

18) and IECnet (ranked 27) recorded steep declines in fee 

income of 20% and 35% to earn revenues of US$437.8m and 

US$77.8m respectively.

The Big Four’s revenue sources differ significantly: PwC, EY 

and KPMG are all anchored in audit and assurance (43%, 38% 

and 40% of revenue respectively – table 2) while for Deloitte 

the engine on which it relies is advisory, at 46% of revenues 

(table 3). That difference is shown clearly in the turnover 

figures for audit where Deloitte actually emerges as the 

smallest of the Big Four, with audit revenue of US$9.4bn, while 

PwC is 62% larger at US$15.3bn (table 2). 

While focus remains on the firms, the associations – networks 

of independent firms – continue to perform well. The four 

biggest – Praxity, LEA Global, GGI and PrimeGlobal – have a 

combined fee income of US$12.443bn (table 4).

Associations ranking 
The top 30 firms and the largest 22 associations claim a fee 

income of US$191.8bn. To offer some context: New Zealand is 

the 54th biggest country economy in the world at US$198bn. 

And the significant economic contribution of the 

accountancy sector is underlined by the employment figures, 

where firms’ significance as employers seems to continue 

unabated. Last year Deloitte – the largest – employed 244,400 

including partners, so if its growth continues, it will have 

passed the quarter million mark by now (table 5). In total the 

firms and associations employ just over 1.5 million people. Of 

those, professional staff (including partners) make up just over 

a million, about 75% of the payroll. Employment rates from 

2015 to 2016 fluctuated significantly between firms but most 

firms grew the workforc by 5%-9%. 

The tried and trusted fee-per-partner figure for firms was 

US$2.4m in 2016 for the Big Four: EY US$2.6m, PwC US$3.31m, 

KPMG US$2.58m. Deloitte didn’t disclose partner numbers 

for 2016 but the comparable figure for 2015 was US$3.3m. 

In contrast the figure for Praxity, the largest association, 

is US$1.37m. 
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Table 6: Europe vs US                 
USEurope

Rank Name Revenue Growth (%)

1 PwC 13,017.0 -3

2 Deloitte 11,187.8 5

3 EY 10,694.8 1

4 KPMG 10,314.6 1

Rank Name Revenue Growth (%)

1 Deloitte 19,150.0 7

2 PwC 14,916.0 6

3 EY 13,074.0 8

4 KPMG 10,436.3 16

instance, Grant Thornton does US$1.6bn in Europe and nearly 

US$2.1bn in the US. 

The overall, regional figures offer an insight into where firms 

earn. North America still dominates the accounting market, 

making up 44.7% of all activity. Europe trailed by US$16.7bn, 

and yet that region is still more than double the size of Asia 

Pacific, with Latin America, Africa and the Middle East in total 

producing less than 6% of the world’s accountancy fees. 

Even allowing for the US dollar’s strength, the regions are 

not equal in terms of earning fees: Latin America, Africa and 

the Middle East may show strong growth over the next few 

years, but they are doing so from an unquestionably low base. 

The figures show an industry that looks in reasonable shape. 

The demise of smaller firms has long been predicted, but they 

keep defying the doom-mongers. The biggest threat to any 

firm may not be the market or clients but a future disrupted 

by technology. Artificial intelligence is the next technological 

advance promising to transform the profession: low-value box-

ticking will be taken over by machines. 

To secure the future, tomorrow’s firms will have to master 

the technology and the advisory/consultancy role. That means 

continuing to fight to recruit top talent; an ongoing willingness 

to invest in expensive technology; and strong nerves and clear 

heads to rethink the business model. AB

Peter Williams, journalist
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Tax skills transfer
The Tax Inspectors Without Borders initiative sends tax experts to developing 
countries to help them boost their audit capacity and their tax take

Demand is growing for a programme that helps 
developing countries build up their tax audit 
capacity. A joint initiative of the Organisation for 

Economic Co-operation and Development (OECD) and the 
United Nations Development Programme (UNDP) set up in 
July 2015, Tax Inspectors Without Borders (TIWB) sees tax 
experts work side by side with local officials in developing 
and emerging markets. Through mentoring and advising, 
visiting experts not only help tax administrations tackle 
complex tax cases (such as those involving multinational 
corporations), but also build 
capacity, especially in tax audits.

James Karanja, head of TIWB’s 

Paris-based secretariat, says: 

‘TIWB is a niche initiative offering 

complementary assistance to 

ongoing tax capacity-building 

programmes by means of a very 

practical, hands-on approach to 

development of skills in the area of 

tax audits.’ The idea is that ‘recruits 

learn best and build confidence by 

working on real situations under 

the watchful eye of their more 

experienced counterparts’. 

The approach is working, Karanja says. ‘The growing 

demand for this sort of assistance has clearly demonstrated 

that [it] is addressing a gap in the realm of skills development 

for tax administrations in developing countries.

‘Besides increasing the knowledge and confidence of local 

tax auditors in conducting transfer pricing audits, the expert 

guidance provided has in some audits already resulted in 

increased revenue collected. Broader benefits, such as greater 

certainty for taxpayers and encouragement of a culture 

of compliance through more effective enforcement, are 

anticipated and will be determined 

as the programmes progress.’

There are no minimum or 

maximum periods for a TIWB audit 

assistance programme. They are, 

however, primarily short-term, with 

the expert providing intermittent 

on-site assistance. Each visit lasts at 

least a week, and the expert revisits 

at intervals, providing, for example, 

eight to 12 weeks’ audit assistance 

over a six to 12-month period. 

Experts may be currently serving in a 

national tax administration or recently 

retired. Karanja says TIWB currently 

‘What they are doing 
now is transferring 

skills. They are 
not just doing the 
audits for us. We 
all make inputs’
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has ‘an even mix of serving and retired officials’ and ‘a growing 

list of partner administrations willing to release their experts’. 

The budget for a programme varies widely and depends on 

whether the expert is still working or retired, the cost of living 

in and travelling to the host country, the length of stay and 

whether it is full-time or periodic. While the host administration 

picks up the bill, TIWB funding is available, and partner 

administrations often cover deployment costs for their experts.

‘A limited number of countries are willing to commit their own 

funds towards paying for expert deployment costs,’ Karanja 

acknowledges, but various donors and partners help cover costs 

where budget constraints would leave the tax administration in 

the host country unable to meet the bill.

The improvements in tax audit knowledge and skills that 

result from the TIWB initiative have increased tax revenues; 

on average, the tax take of low-income countries is only 15% 

of GDP. An April 2016 progress report on TIWB directly linked 

more than US$185m raised in additional revenue for developing 

countries to the pilot phase of the project. Senegal alone 

reported an additional US$12.3m in tax income stemming from 

its TIWB programme. No surprise then that Karanja notes that 

the development community sees TIWB as ‘a viable means 

of providing technical assistance, as it directly empowers 

developing countries with the ability to generate resources 

domestically to finance their own development’. 

The results of TIWB audit assistance to date are impressive, 

with more than US$278m extra revenue in total collected 

around the world up to April 2017.  The current programme 

cycle, covering an expected 100 deployments, runs until the 

end of 2020, when the TIWB mandate will come up for review. 

TIWB currently has programmes running in 13 African 

countries (see box on opposite page). ‘Demand for TIWB 

assistance is extremely high amongst governments around 

the world, but especially in Africa, given ongoing resource 

mobilisation challenges combined with high investment 

needs,’ Karanja says. The World Bank and the African Tax 

Administration Forum are providing auxiliary support for some 

of these programmes.

One such programme is in Liberia, where the economy is still 

recovering from a long-running civil war in the 1990s and early 

2000s and from the Ebola virus outbreak. Darlingston Talery, 

domestic tax commissioner at the Liberia Revenue Authority 

(LRA), says: ‘One or two years ago, our audit programme was… 

randomly done, our audit cases were randomly selected. We 

were not auditing the multinationals because we did not have 

the expertise to audit them.’ There was, however, a belief 

among LRA officials that some multinationals operating in 

Liberia were evading tax. Talery says TIWB officials helped 

Liberian tax officials to identify the issues requiring more 

detailed attention and advised on how to handle them. A 

retired UK tax official, Colin Clavey, has been advising on the 

financial information to target, and how best to source that 

data, assess potential tax liabilities and plan a technical strategy; 

Clavey also sits in on audit meetings. 

B Al-Dennis, natural resource unit supervisor at the LRA, says 

there is a clear long-term benefit: ‘What they are doing now is 

transferring skills. They are not just doing the audits for us. We 

all make inputs.’ And Liberia’s president Ellen Johnson Sirleaf 

has said that TIWB will help the LRA ‘become more efficient in 

managing our tax system’ and ensure more ‘revenue to support 

our development’.

Many TIWB programmes use tax experts from developed 

countries, but Karanja says: ‘We would like to encourage more 
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TIWB in practice
* Tax authorities in host countries submit a TIWB assistance 

request form and a detailed questionnaire to match their 

needs to available TIWB experts.

* Programmes are flexible and tailored, and can include 

pre-audit risk assessments and case selection, investigatory 

techniques, transfer pricing issues and anti-avoidance rules.

* There are 21 ongoing programmes – in Botswana (two), 

Cambodia, Costa Rica, Egypt, Ethiopia, Georgia, Ghana, 

Jamaica (two), Kenya, Lesotho, Liberia, Malawi, Nigeria, 

Senegal, Sri Lanka, Uganda, Vietnam, Zambia and Zimbabwe.

* Seven programmes will start in 2017 – in Republic of the 

Congo, Rwanda, Sri Lanka, Uganda, Vietnam, Zambia and 

Zimbabwe.

* Three programmes have been completed – in Albania, 

Colombia and Senegal.

women and experts from countries in the southern hemisphere 

to participate as a way of promoting diversity and south-

south co-operation [where one developing country helps out 

another].’ Only two of the 21 ongoing TIWB programmes 

involve southern experts, and the secretariat is making every 

effort to promote more such cooperation.

One south-south TIWB initiative involves the Kenya Revenue 

Authority (KRA), which has sent an official to assist the Botswana 

Unified Revenue Service (BURS) as part of a programme that 

began in January. Karanja says: ‘Although the initiative is in its 

early stages, we are very pleased that Kenya already has showed 

its great commitment to send out its officials to assist other 

countries on the African continent.’ 

The other south-south initiative is an Asia project, where 

TIWB has been helping officials at Sri Lanka’s Inland Revenue 

Department (IRD) to build effective international tax auditing 

skills, particularly in transfer pricing, and to develop tax base 

erosion and profit-shifting (BEPS) auditing skills. Karanja says 

past technical capacity shortages have hampered IRD efforts 

to address BEPS and transfer pricing issues: ‘In 2014, the IRD 

asked the OECD to provide a long-term training programme 

on transfer pricing and international tax issues.’ An OECD tax 

expert – a former Colombian official – is organising workshops 

and has provided TIWB-style assistance on anonymised audit 

cases. This has helped IRD officials to counter crossborder tax 

avoidance and collect appropriate taxes from multinational 

enterprises, he says.

Meanwhile, in an Americas programme, TIWB tax consultants 

are training core staff from the technical, operations, legal and 

strategic departments at Tax Administration Jamaica (TAJ), 

as well as the tax policy and revenue appeals division of the 

ministry of finance. To date, about five training workshops 

with advance pricing agreement experts from Britain and 

Germany have been held. A TAJ note says the two-year 

upskilling programme will help local tax administrators 

responsible for the implementation and administration of 

transfer pricing provisions. AB

Bertha Rinjeu in Nairobi, Munza Mushtaq in Colombo, Colin 

Steer in Kingston, Jamaica, and Sara Lewis in Brussels, journalists 
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Executive profiles
The Deloitte Greenhouse Experience team defined four types of business behaviour. Among 

top executives, Pioneers and Drivers dominated but results varied across management roles

Winning traits
A new study from Deloitte identifies the dominant personality types in the boardroom 
and shows how business teams can achieve more by embracing diversity

D o C-suite executives differ from the general business 
population in their approaches to problem-solving? 
To some extent, yes, according to the results of a 

recent survey by the Deloitte Greenhouse Experience team. 
While they are similar in many ways to other professionals 

in terms of imagination, practicality, expression and openness 

to experimentation, C-suite executives are ‘significantly more 

likely to be big-picture thinkers, who are competitive and 

willing to tolerate conflict’. They are also ‘more likely to make 

decisions more quickly without worrying about the popularity 

of those decisions’, and can make quantitative assessments 

faster than others while being more comfortable with 

ambiguity, the study found.

Business Chemistry in the C-suite is the latest Deloitte report 

using the Business Chemistry framework it first developed 

in 2010 to bring a data-driven approach to understanding 

business personalities. The Greenhouse Experience team 

drew on scientific research (including neuroanthropology 

and genetics studies) as well as computational techniques 

to create a Business Chemistry framework that uses science 

and data to help people work more effectively together. 

The framework defines four types of behaviour: the focused 

and experimental Driver, who values challenges, logic and 

systems; the pragmatic and more reserved Guardian, who 

values stability and concrete details; the diplomatic and 

non-confrontational Integrator, who values connection and 

draws teams together; and the risk-taker Pioneer, who values 

possibilities and generates new ideas. 

Each pattern of behaviour shares traits with its ‘neighbours’ 

(Driver with Pioneer and Guardian, Pioneer with Driver and 

Integrator, Guardian with Driver and Integrator, and Integrator 

with Guardian and Pioneer). 

Initially designed to help individuals with their one-on-one 

interactions, the framework has since evolved to give users a 

better understanding of team dynamics and the way different 

people look at career development or manage stress, as well 

as the influence of characteristics such as gender or age. 

‘We’re deriving more and more insights from the data we’ve 

gathered,’ says Karen Brown, Deloitte Greenhouse and client 

experience lead in Southeast Asia.

The most recent Business Chemistry study surveyed 661 

C-suite executives, including 131 CFOs. It found that two 

types dominated: Pioneers (36%) and Drivers (29%), unlike 

the general business population, which is broadly distributed 

among the four types.

However, the study showed 

the results could vary across 

C-suite roles. CFOs, for 

example, were more likely 

to be Drivers (37%) and 

Guardians (26%). 

Differences were also 

noted depending on the 

size of the organisation. 

In the largest (more than 

100,000 employees), C-suite 

executives who were Drivers 

(38%) outnumbered the 

Pioneers (29%), while in 

organisations with more than 

US$10bn in revenues, Drivers 

and Pioneers each made up 

34% of the C-suite.

Brown noted some slight 

Business Chemistry among C-suite executives (CxOs)
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More information

The Deloitte report can be found at bit.ly/C-SuiteChemistry

gender differences. While both women and men 

in the C-suite are more likely to be Pioneers, a 

higher proportion of female executives were 

Integrators (27%), while a higher proportion of 

male executives were Drivers (33%). 

Healthy conflict
Recognising and embracing different business 

behaviours in the boardroom can help teams 

perform better, Brown says. ‘Different 

perspectives may bring in some healthy 

conflict.’ She explains: ‘If you have a team 

full of Pioneers, you may get a lot of great 

ideas, but nothing may ever get done, 

so you need the Driver that will have a 

relentless execution, and some Guardians to 

make sure protocols are being met and things are 

being implemented correctly.’

The challenge for managers is to embrace 

those differences, understanding the different 

strengths and getting them to work in sync.

‘While it’s important to know yourself and understand 

what type you are, it’s also important to recognise the 

personality of others so you can engage with them better 

in order to achieve a particular outcome, strategy or objective. 

Otherwise there will always be friction and tensions,’ says 

Brown. ‘This is really where Business Chemistry adds value.’

Kim Christfort, national managing director of the Deloitte 

Greenhouse Experience in the US, says that while most 

executive teams have some diversity in their styles of working, 

‘they either don’t tap into it or [they may] even let it get in the 

way of progress by seeing differences as inconveniences’.

She adds: ‘Typically the greatest conflicts arise between 

“opposites” – styles that are at different ends of the spectrum 

from one another (Pioneer–Guardian and Driver–Integrator). 

And yet these styles in fact complement one another, so if 

these differences can be acknowledged and pulled together, 

they’re actually quite powerful in combination.’

One of the biggest misunderstandings between Pioneers 

and Guardians, for example, derives from the more outward-

oriented (extroverted) nature of Pioneers. ‘One of the ways this 

creates challenges is on calls or virtual meetings,’ Christfort 

says. ‘Pioneers are quick to speak, processing their thoughts 

as they talk. Guardians, on the other hand, are comfortable 

with silence and like to think before they speak. This can lead 

to misperceptions. Pioneers might mistakenly assume that the 

Guardians are tuned out or have nothing to say; Guardians 

might believe the Pioneers are steamrolling the group.’ 

Meanwhile, one of the big Driver–Integrator challenges is 

around conflict, as Christfort explains: ‘Drivers tend to be very 

direct and tell it like it is – they don’t mind confrontation and 

like debate. Integrators are very diplomatic and relationship 

oriented. Drivers might feel that Integrators are weak or non-

committal. Integrators might feel that Drivers are rude and 

oversimplifying issues.’

Leaders naturally tend to surround themselves with people 

that are like them, whom they may find easier to understand 

and potentially work with. Despite this, ‘many leaders are 

starting to recognise the value of partnering with others who 

bring skills beyond their own, and consciously build that lens 

into their hiring decisions’, Christfort notes.

She advises: ‘The most important thing is to recognise that 

other people are most likely not just like you, and to start 

listening and watching for the clues that will tell you what 

“working-style language” they’re speaking. And once you do, 

you can then figure out the best ways to give each of these 

styles a voice so that you can reap the benefits of diversity.’ AB

Sonia Kolesnikov-Jessop, journalist
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Put on a good show

Watch Dr Rob Yeung’s video on how 
to present at bit.ly/Y-presentation

Present like a pro
If you lack confidence in yourself when making presentations, our talent doctor  
Rob Yeung offers three techniques that you can apply to make a better impression

asked two groups of students to give 

impromptu three-minute presentations, 

which were video recorded. One group 

of students was taught about the illusion 

of transparency; the other was not.

All of the videos were shown to 

observers, who were not given further 

information about any of the presenters. 

However, the observers generally 

rated more highly the presenters who 

had been taught about the illusion of 

transparency.

So the next time you want to make 

a stronger impression when giving a 

speech or presentation, simply remind 

yourself of the illusion of transparency. 

Practise sooner. Another study, led 

by Bowling Green State University 

communication scientist Alexander 

Goberman, tracked the performance 

of a group of individuals enrolled on a 

public speaking skills course. After some 

tuition, all of the participants were asked 

to prepare a seven-minute speech with 

three clear sections to it: introduction, 

body and conclusion.

Goberman and his colleagues 

measured multiple variables during 

the speeches including the number of 

disfluencies uttered by each individual. 

Disfluencies include filler words such 

as ‘um’ and ‘ah’, as well as part-word 

repetitions or other uncomfortable-

sounding words. The team found 

a significant negative correlation 

between how early individuals had 

started practising and the number of 

disfluencies made by each individual. 

I often coach managers, entrepreneurs 
and other individuals who want to 
be more compelling when giving 
presentations – whether that’s to 
colleagues, clients or other audiences. 
Whether you need to sell a product 
or promote an idea, being able to 
present well is unfortunately one 
of several key business skills that is 
rarely taught adequately at school or 
university. Sometimes, the structure of 
a presentation is the issue. I am going 
to focus here on people who lack 
confidence in themselves. There are 
three techniques you can apply to make 
a better impression when presenting.

Illusion of transparency. Many less 

confident individuals feel that their 

worries and feelings of anxiety are 

detectable by the audiences to which 

they are presenting. However, research 

shows that this is not the case. In fact, 

researchers have called this the illusion 

of transparency – the false belief that 

other people in a public setting can 

detect private feelings.

When you feel nervous, you may be 

very aware of the dryness in your throat 

or the sweatiness of your palms; you 

may have worries or self-critical thoughts 

swirling around inside your mind. 

However, the reality is that audiences 

cannot see the dryness of your throat, 

the clamminess of your hands or the 

negative thoughts in your head.

Research evidence shows that 

simply learning about this illusion of 

transparency can help people make 

a better impression when presenting. 

Psychological scientists Kenneth 

Savitsky at Williams College and 

Thomas Gilovich at Cornell University 

The reality is that 
audiences cannot 

see the dryness 
of your throat, the 

clamminess of 
your hands or the 
negative thoughts 

in your head
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More information

Dr Rob tweets @robyeung

If you have a question for the talent 
clinic, email abeditor@accaglobal.com

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

I have been offered the position. The headhunter 

has emphasised that this represents a signifi cant 

step up in terms of responsibilities, salary and size 

of team that I would be running. Yet I have reservations 

about the culture of the business as well as the management style of 

the director to whom I would report. 

What should I do? 

A Your match – or mismatch – with an organisation’s culture will be a major 

determinant as to whether you not only enjoy but also succeed in the job. If 

your personal values do not match those of the organisation, you could end up quite 

quickly either quitting in frustration or being pushed out of the role.

Be sure to conduct considerable due diligence about the organisation by spending 

more time with as many of your would-be colleagues as possible. 

Go out of your way to meet one-on-one and in person at times and locations 

that suit them. Get them away from the offi ce so they feel more comfortable being 

open about their experiences. Ask them to talk about their frustrations, concerns 

and successes; decide for yourself if what they are telling you encourages you or 

alarms you further.

Towards the end of these conversations, ask all of these individuals for their 

opinions of the director about whom you are unsure. Reassure them that whatever 

they tell you will be completely confi dential – of course be certain to keep whatever 

you learn to yourself. 

Even if they feel unwilling to criticise a colleague, the way in which they evade your 

questions may be telling. Accept the job only if you are certain that the director will 

support you on both a professional and personal level.

Tips for the top 
I have evaluated literally thousands of CVs from job applicants. When you next apply 

for a job, I would recommend that you include a personal interest on your CV only 

if it meets one of two conditions. Either it must be a genuine accomplishment or it 

must relate to your job. By all means declare a pastime if you won 

an award or competition, gained an actual qualifi cation, 

learnt another language or attained a good performance 

level. Do mention if you achieved Grade 5 in piano but 

perhaps not if you merely ‘play the piano’. Or, if you 

play golf and have found it a useful way of meeting 

prospective clients, then say so. Likewise, explain how 

coaching a local sports team or organising church 

social events has developed skills that you can apply 

within the workplace. Simply listing activities such as ‘I 

enjoy reading’ is unlikely to be benefi cial otherwise.

Dr Rob’s talent clinic

Q I was approached several 

months ago by an executive 

search fi rm proposing a more senior 

role within a successful business. 

After several rounds of interviews, 

In other words, individuals who started 

practising earlier sounded more fl uent.

Now, that may sound obvious. 

But if that’s the case, why doesn’t 

everyone start rehearsing 

presentation material as early as 

possible? In reality, some people 

leave their preparation too late.

Reframe the situation. Nervous 

presenters often focus on what 

could go wrong. Or they make 

the mistake of trying to ignore their 

feelings entirely. But psychological 

research suggests that presenters can 

feel less nervous by focusing on what 

could go right.

Psychologists such as Harvard 

University’s Jeremy Jamieson call 

the technique reappraisal. Make a 

conscious effort to think of possible 

positive outcomes. For example, you 

might think, ‘This is an opportunity for 

me to get noticed’ or ‘The audience will 

leave this session having learnt three 

valuable facts.’

Multiple studies have found that 

intentionally considering possible 

positive outcomes can help to alleviate 

the tension that people feel when 

preparing to deliver presentations.

So remember that you do not have 

to be a victim of your emotions. 

Psychological research clearly 

demonstrates that emotion regulation 

methods can to a degree help you to 

make a stronger impact on others. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk
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Free your mindFree your mind
Doing things in a certain way because that is how they have always been done is not a 
recipe for corporate success. Time to think outside the box, says Colin Coulson-Thomas

and are often earlier adopters of new 

technologies than those at the top of 

the corporate tree.

Are your colleagues aware of their 

limitations? Do they experiment and 

question assumptions? 

The philosopher Sir Karl Popper 

warned of the enemies of the 

open society. Enemies of the 

open company are excessively 

concerned with order. They are slaves 

to particular models, reluctant to 

empower others.

The freedoms
There are a number of essential 

freedoms for liberating latent potential. 

* Support your staff and allow them 

to work and collaborate in ways 

that allow them to be creative.

*  Encourage people to be 

open about problems, learn 

from mistakes and failure, 

and build on achievements. 

The computer animation 

studio Pixar blossomed 

because candour and 

constructive questioning were 

highly valued. People actively 

searched for solutions and better 

approaches.

*   Celebrate diversity. Many boards 

are intolerant of variety: markets 

fragment, customers seek 

bespoke responses and 

new channels emerge, yet 

directors still try to insist 

on a dull uniformity. 

Single solutions are 

imposed. No wonder 

so many creative ideas 

originate outside of the 

Business leaders face a wide range 
of challenges – from disruptive 
technologies to new business models. 
For many organisations, just making 
incremental improvements to current 
activities won’t be enough to ensure 
survival, but then the alternatives 
are often uncertain and diffi cult to 
quantify. Are cautious accountants and 
compliance cultures killing creativity? 
Are contemporary approaches to 
governance, risk and regulation, 
and the attitudes of regulators and 
the profession, helping or hindering 
transformational change?

We are born with a drive to connect 

and learn. Too often, education and 

employment stifl e creative potential. 

They constrain and limit, rather than 

inspire and liberate. People learn 

acceptable answers and corporate 

slogans. Too rarely are they encouraged 

to seek their own solutions.

Many practices in the business 

world refl ect past views, and having 

to follow them can prevent people 

from exploring new approaches. 

Corporate policies and practices 

should encourage innovation and 

entrepreneurship. But boards don’t 

often place importance on qualities 

such as independence, intuition and 

non-conformism, or reward critical or 

imaginative thinking.

Today’s leaders may have earned their 

spurs when expectations were different 

and possibilities fewer, yet they still 

think they know best. They may claim 

to have a more strategic perspective, 

but many of them are preoccupied 

with internal issues. Front-line staff may 

be closer to customers and the market, 
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beyond the usual suspects. 

Allowing creativity can unleash 

energy and stimulate imagination.

* Nurture entrepreneurial flair so that 

you can develop and commercialise 

creative ideas at prices pitched 

so that enough people will buy to 

generate a profit. To have a dream 

workplace. Differences of opinion 

can be healthy and spark innovation.

* Avoid rigidity and bureaucracy. 

Well-networked organisations 

can support co-creation and 

grow organically. Collaboration 

can speed up adaptation and 

spur innovation. The chemist and 

novelist CP Snow warned of a 

divide between science and the 

humanities with the emergence of 

two distinct cultures. But perhaps 

another division emerging is 

that between those who think in 

a logical way and prefer order, 

and those who are tolerant of 

uncertainty. The latter favour variety 

and look for links, patterns and 

relationships. Throughout history 

breakthroughs have been caused 

by outsiders who challenged 

orthodoxy. Boards should look 

Markets fragment, 
customers seek 

bespoke responses 
and new channels 

emerge, yet 
directors still try 

to insist on a dull 
uniformity

can be inspiring, but a relevant and 

affordable offering can provide an 

income. In business, both thinking 

and doing are required. We need 

aspiration and achievement.

* Review corporate policies and 

practices. Business leaders should 

consider where creativity and 

entrepreneurship are most needed. 

What should they be applied to 

and why? What is their value to 

customers?

The requirements for effective 

corporate leadership and successful 

entrepreneurship are converging. In 

some contexts they may soon overlap 

and be almost indistinguishable. AB

Professor Colin Coulson-Thomas FCCA 

has advised directors and boards in 

over 40 countries. See his publications 

at policypublications.com
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More information

davidparmenter.com

Spiralling costs
How can you maintain control of a project and keep those pesky costs down? 
David Parmenter offers some useful tips on how to avoid things getting out of hand

* The total hours charged to date will 

be sent back to the contractor to 

give them a ‘heads-up’. It is worth 

noting that contractors move from 

one invoice to the next.  Rarely 

do they look at their total hours 

incurred on the project to date. 

* Additional modifications will be 

charged separately if they amount 

to more than 5% of the total cost.

* Material costs will be passed on at 

cost plus 10%, or cost plus 15%. It 

is only fair that the contractor gets 

a margin, as they have negotiated 

special volume-based discounts. 

However, it is also unfair to be 

on-charged 30%, which ends up at 

a price higher than you could have 

negotiated separately with the 

materials supplier.

* Expenses will be based on agreed 

guidelines, such as basing travelling 

time and costs on full days to avoid 

numerous part-days inflating costs.

Finally, with smaller contractors, 

insist on a spreadsheet. You will need 

to check the contractor’s maths for two 

reasons: they are seldom accountants 

and they usually prepare the invoices 

late in the evening when they are 

tired. Providing them with a simple 

template for the invoice will enable you 

to quickly check for accuracy and then 

consolidate to provide a running total  

of their hours. AB

David Parmenter is a writer and 

presenter on measuring, monitoring and 

managing performance 

We learn lessons in mysterious ways. 
You’d think experienced accountants 
would be good at controlling costs on a 
project. But this is far from true.

Seldom do we, as project leaders or 

designated suppliers, know exactly what 

is involved in a project. As a result, any 

fixed quotes are often totally inaccurate. 

Projects take on new directions as we 

learn more about what we really need 

from them. This eventually leads to 

many difficult negotiations as we try to 

establish a win-win.  

We sometimes make the mistake of 

thinking that as long as we are closely 

involved in a project, we can control it 

on a materials-and-labour-on-charge 

basis. But this often fails because there is 

no budget, no target and no deadline. 

Humans are motivated by targets. 

Without one, even the best workers 

can drift, incurring excessive hours on 

a project with little or no accountability.  

On some consultancy assignments I 

was involved with in the financial sector 

in London, prior to the 1987 crash, 

there was so much money around that 

nobody cared what we were doing or 

how effective we were. Despite being 

a competent and good team we had 

caught the disease of ‘complacency’.

And without real deadlines, inefficient 

meetings, long breaks and interrupted 

work are common when a project is 

going off the rails. 

Fixed quotes also have inherent 

problems. From my experience, there 

is so much uncertainty that suppliers 

end up having to add large amounts 

for miscellaneous items. Alternatively, 

they try and second-guess what the 

competition is going to quote and then 

underquote them, often ending up 

with a situation that means a heavy loss 

unless they can start charging for every 

slight variation. Not a great basis for a 

successful client relationship.  

Keep control
You should try to obtain quotes based 

on on the more controllable aspects of 

a project. For example, I have decided 

to use the following new approach on all 

future building projects:

*  The contractors will 

quote a likely range 

for the hours and 

labour charges. The 

difference between 

the top and bottom 

ends of the range 

should be no more 

than 15% to 20%.  We 

will hold discussions 

throughout the project as to 

where the landing point will be 

between these two markers.
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Equity-settled schemes Cash-settled schemes

Fair value model used Grant-date fair value Reporting-date fair value

How it works The fair value of the 
option at the grant date is 
calculated to work out the 
total expense relating to 
the option. 

This is spread over the 
vesting period.

The fair value is remeasured 
at the end of each reporting 
period. 

The cumulative expense 
recognised is based on the 
reporting-date fair value, 
spread over the vested 
period to date.

Measuring fair value 

Share-based payment
Use of the grant-date option to measure the fair value of equity-settled remuneration is a 
key element of IFRS 2, but critics say it can lead to inaccurate reporting, warns Adam Deller

IFRS 2, Share-based Payment, is currently 
sitting on the list of research projects 
drawn up by the International Accounting 
Standards Board (IASB), and is one of the 
more complex of the IFRS Standards.

Part of this complexity arises from 

the use of the grant-date fair value 

measurement model. This is used in 

arrangements that are settled in shares 

or in share options (equity-settled 

schemes). To understand the potential 

issues this causes, we need to take a step 

back and review the different elements 

within IFRS 2.

Share-based payments fall into two 

categories: transactions with third 

parties, and transactions with employees.

For transactions with third parties, 

such as suppliers, the share-based 

payment is recorded at the fair value 

of the service performed, which is then 

spread over the period until the options 

vest. One well-known example of this 

transaction related to David Choe, the 

graffiti artist who decorated the offices 

of Facebook in 2005. In payment for the 

work, Choe accepted share options, 

taking the chance that these might 

be worth more than the US$60,000 he 

would normally have charged.

At the date of Facebook’s initial 

public offering years later, the shares 

were valued in the region of US$200m. 

However, Facebook would have simply 

expensed the US$60,000, spread from 

the period the work was done until the 

date the options vested. As this case 

shows, the amount to be expensed by 

an entity represents the value of the 

service received rather than the value of 

the options given to the third party. 

A similar principle applies to share-

based payment transactions with 

employees. These are calculated by 

looking at the value of the service given 

by the employee. Under IFRS 2, this is 

valued using the fair value of the option 

granted to the employee.

Potential issues arise because two 

different types of transaction can be 

used to remunerate employees:

* equity-settled schemes, where the 

employee receives the benefit in 

the form of equity, such as shares or 

share options

* cash-settled schemes, where the 

employee receives cash linked to 

the share price of the entity at a 

certain period.

According to IFRS 2, all share-based 

payments should be recognised in 

financial statements using fair value over 

the period in which the entity received 

the service. However, the two types 

of transaction use different fair value 

measures (see box).
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Fair value inconsistency
An entity awards 1,000 shares to 

two employees at 1 January 20X7, 

conditional on their employment at the 

end of the period. 

The fi rst employee will receive 1,000 

shares (an equity-settled scheme) and 

the second will receive a cash amount to 

the value of 1,000 shares (a cash-settled 

scheme).

The shares have a fair value of 

$10 on 1 January 20X7 and $15 on 

31 December 20X7.

On 31 December 20X7, the entity will 

give the fi rst employee 1,000 shares 

and the second employee $15,000, 

being the fair value at 31 December.

Both of these have a fair value of 

$15,000 at 31 December. However, the 

entity will recognise an expense of only 

$10,000 in relation to the fi rst employee 

(being the fair value at the grant date) 

and $15,000 in relation to the second 

employee (being the fair value at the 

reporting date).

The inconsistency is clear. While the 

aim of IFRS 2 is to value the service 

received by the entity, both employees 

have received items worth $15,000 

but there is a $5,000 difference in the 

amount expensed.

Criticisms of ‘grant date’
There have been numerous criticisms 

of the use of the grant-date fair value, 

such as:

* It produces less relevant 

information, as it is not updated to 

reflect the changes in the option 

value. It does not reflect the value 

that will be given to the employee 

at the vesting of the scheme.

* Issues arise when dealing with 

‘underwater’ share options. If 

the exercise price of an option 

exceeds the fair value, this will give 

these options a negative intrinsic 

value and they are unlikely to be 

exercised. The fair value is still 

expensed over the period based on 

the original fair value at the grant 

date, despite these items having no 

value at the reporting date.

* It is inconsistent with the treatment 

of cash-settled schemes and other 

employee-based accounting, such 

as IAS 19, Employee Benefits, which 

update the service costs annually 

while also remeasuring liability at 

each reporting date (see box, left).

The IASB addressed these issues when 

deciding on the model to be applied at 

the introduction of IFRS 2. Some of the 

key reasons for applying the grant-date 

fair value model are given below:

* It reflects the value of the service, 

rather than the option – the fair 

Due to the 
challenging nature 

of the application 
of IFRS 2, the IASB 

has said it will 
not make minor 

amendments
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Year 1 expense Year 2 expense Year 3 expense Cumulative 
expense

Grant date 40
(120 x 1/3)

40
(120 x 1/3)

40
(120 x 1/3)

120

Reporting 
date

50
(150 x 1/3)

70
(180 x 2/3 – 50)

105
(225 x 3/3 – 120

225

Service date 50
(150 x 1/3)

60
(180 x 1/3)

75
(225 x 1/3)

185

Impact of different measures of fair value

CPD questions

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

value of the services received is not 

affected by subsequent changes 

in the fair value of the equity 

instrument received in exchange. 

A change in the value of an option 

in year two is unrelated to the value 

of the service provided by the 

employee in year one. 

* Equity being transferred is 

conceptually different from the 

payment of cash. The IASB decided 

to use the principles that apply 

to equity transactions under the 

Conceptual Framework for Financial 

Reporting – this means that equity is 

not remeasured but remains at the 

fair value initially applied to it.

* Using the grant-date fair value 

model introduces less volatility 

into the financial statements than 

using a reporting-date fair value 

model, as the fair value is fixed 

and therefore produces a more 

predictable annual expense.

Alternative models
If the grant-date fair value model were 

to be removed, current accounting 

practices applied in IFRS 2 and IAS 19 

provide us with two alternatives, which 

are already in existence.

One alternative could be to apply the 

reporting-date fair value model, as used 

in cash-settled schemes. The use of a 

reporting-date fair value model would 

appear to reduce the inconsistency 

between the two valuations, making the 

numbers more comparable. While the 

IASB has chosen to apply the grant-date 

fair value, giving the reasons above, this 

decision could be revisited in the future 

with a view to providing a consistent 

accounting practice across IFRS 2.

Another option could be to apply 

the service-date measurement model, 

in a manner similar to IAS 19. Under 

this model, the service cost would be 

measured at the reporting date, but 

there would be no remeasurement 

of expenses recognised in previous 

periods. The annual expense (but not 

the cumulative expense) would be 

recorded considering the reporting-date 

fair value.

The table above shows how applying 

these alternatives to a three-year 

equity-settled scheme would alter the 

amounts recognised if the fair value of 

1,000 options were $120 at grant date, 

$150 at the end of year one, $180 at the 

end of year two, and $225 at the end of 

year three.

The IASB acknowledges the 

complexity of IFRS 2, while believing it is 

working adequately. It has stated that it 

will be difficult to reduce this complexity 

without looking at the use of the grant-

date fair value model. 

Due to the challenging nature of the 

application of IFRS 2, the IASB has said 

it will not make minor, narrow-scope 

amendments, suggesting that this 

will result in IFRS either remaining in 

its current form, or having significant 

changes to the grant-date fair value. 

No changes are expected any time 

soon, but it will be interesting to see if 

this issue remains on the IASB research 

agenda following the completion 

of the Financial Instruments with 

Characteristics of Equity project. AB

Adam Deller is a financial reporting 

specialist and lecturer
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IFRS 17 action points
* Assess the impact on decision-making – strategy, product appraisal, KPIs.

* Consider how performance is monitored and reported.

* Assess the impact on key metrics such as regulatory capital, rating model, 

competitors and covenants.

* Educate and explain the significant changes to stakeholders.

* Raise awareness of the requirements and implications for the business.

Don’t delay
Insurers in the Gulf region should start planning early for the implementation of the 
new IFRS 17 insurance contracts standard. Adeel Mushtaq FCCA explains why

predominantly of non-life insurers, with 

a relatively small proportion of long-

term insurers. The PAA is a simplified 

model, primarily focused on non-life 

insurance contracts, so most Gulf 

insurers are likely to concentrate their 

efforts on assessing whether contracts 

would meet one of the two possible 

criteria for this model: 

* coverage period of one year or less

* the PAA is expected to provide a 

measurement of the liability for 

remaining coverage that is not 

materially different to that produced 

by the general measurement model.

Insurers wishing to qualify under the 

second of these criteria would need 

to demonstrate that the measurement 

produced would not be materially 

different to the general model. As 

certain contracts, such as those 

stretching across multiple years, are 

unlikely to qualify, it will be necessary 

to review contractual arrangements to 

understand their impact on financial 

reporting and whether the financial 

reporting considerations are aligned 

with the planned accounting.

Impact on operating model
The impact on the finance operating 

model of insurers in the Gulf region 

The International Accounting Standards 
Board (IASB) published its new 
standard for insurance contracts in mid-
May. IFRS 17, Insurance Contracts, will 
replace IFRS 4, Insurance Contracts, 
from 1 January 2021. The IFRS allows 
users of financial statements to assess 
the effect that insurance contracts 
have on an entity’s financial position, 
financial performance and cashflows. 

It significantly affects insurers in the 

Gulf region, with specific requirements 

for recognition, measurement, 

presentation and disclosure. It will have 

a far-reaching impact on the finance 

operating model as well as the strategic 

financial model. Given the complexities 

and considerable impact of the new 

standard, together with the concurrent 

implementation of IFRS 9, Financial 
Instruments, implementing the changes 

in a robust and strategic manner in the 

timescale laid down will be challenging. 

The new standard requires insurers 

to reassess business processes, 

finance and operating models and 

communications with stakeholders. 

There are three models under IFRS 17, 

each with prescribed criteria:

* general model/building block 

approach (default model)

* variable fees approach (for 

participatory contracts) 

* premium allocation approach (PAA)

for contracts of 12 months or less.

Key changes
The outcome of the insurance contract 

can remain uncertain for many years 

depending on the underlying risks, 

resulting in complex accounting that 

is heavily dependent on accounting 

and actuarial assumptions. As a result, 

accounting practices vary significantly 

from jurisdiction to jurisdiction. Insurers 

in the Gulf region have been using a 

wide range of accounting practices for 

insurance contracts, which has often 

resulted in reduced comparability and 

significant diversity in practices. Here 

are some of the ways practices will 

change under the new standard:

* Discount rates apply to future 

estimated cashflows. 

* Insurers will need to consider if 

the movement in interest rates 

will be recognised in income or 

other comprehensive income, 

thus aligning financial instruments 

classification to minimise volatility. 

* Accounting for deferral of 

acquisition (DAC) will change 

significantly, with most or all (policy 

choice) of the acquisition cost 

being expensed and only directly 

attributable cost being deferred. 

* Insurers will need to group contracts 

that have similar risks and manage 

them together. For example, 

contracts that are onerous at 

inception should be in one portfolio, 

those that have no risk of becoming 

onerous in another, and so on.

The insurance sector is made up 
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Finance transformation
Given the difference that exists 

between insurers in the Gulf region 

and their European and global peers, 

it is important to understand how the 

new contracts standard will affect the 

business. The following transformative 

steps are required:

* Modifications and optimisation such 

as fast-close processes are needed 

to meet the reporting challenges 

and enable complex calculations, 

while hitting deadlines and 

interpreting results internally. 

is likely to be more signifi cant than in 

many other parts of the world, as current 

accounting practices are so fragmented 

and diverse. 

An in-house actuarial function 

is rare in the Gulf, so the periodic 

fi nancial statement close process 

is likely to be intense, as the new 

standard affects data requirements, 

estimation process, and computation 

and process requirements. It is likely 

to have a far-reaching impact on the 

following areas:

* Governance. This includes 

governance and policy around 

choices, processes, chart of 

accounts and disclosures. The 

new standard requires the 

running of complex models to 

project cashflows on the basis 

of current estimates.

* Data. Additional requirements 

include the need to calculate 

fulfilment cashflows for each period 

using estimates of current economic 

and underwriting assumptions, and 

the related impact on the chart of 

accounts and finance tools and 

systems. IFRS 17’s extensive and 

granular disclosure requirements will 

also need to be met.

* People. An in-house structured 

training and development framework 

will need to be developed.

* Process. Controls over the financial 

reporting and financial statement 

close will require redesign.

* Performance management. 
The framework for performance 

management and key performance 

indicators will be impacted 

significantly, as the accounting rules 

are likely to affect product profit 

profile and volatility in most cases.  

* Presentation. Key metrics used by 

insurers, such as written and earned 

premiums, will be replaced with new 

metrics, such as insurance contract 

revenue, leading to IT changes. 

* A future finance function needs to 

be designed, including enhanced 

interactions with the actuarial 

function to optimise connectivity, 

automation and process efficiencies.

* Development of a resourcing 

strategy is needed to secure 

the skills to manage a complex 

transition programme, to support 

the new KPIs and to develop 

processes affected by the changes.

* Some of the new processes 

include contractual service margin 

accounting and accretion of interest.

* Enhanced interaction/connectivity 

between the finance and actuarial 

functions is needed to support 

timeline production of the granular 

disclosures required – particularly 

challenging for organisations 

reporting under short timelines and 

looking to embed and streamline 

processes with fast-close reporting. 

* Interaction with other change 

projects such as implementation 

of IFRS 9, Financial Instruments, 

needs to be taken into account for 

overlaps and potential synergies.

Insurers that start planning for the 

changes early will be able to manage 

the transition with minimum disruption.  

A key learning point from other recent 

accounting standard implementation 

projects, for example IFRS 15, Revenue 
from Contracts with Customers, and 

IFRS 9, Financial Instruments, has 

been to address data requirements in 

good time. The key is ensuring that 

the right data is captured to meet the 

requirements of the new standard.

Insurers cannot afford to delay. An 

early start offers an opportunity to 

identify practices that can add genuine 

value and derive real benefi t from what 

may otherwise be viewed as a simple 

compliance exercise.  AB

Adeel Mushtaq FCCA, senior vice-

president, QIC Group, Qatar

The impact on the 
finance operating 

model of Gulf 
region insurers is 
likely to be more 
significant than 

in many other 
parts of the world
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Box headline
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India licks GST rates into final shape
A complex schedule of goods and services tax (GST) rates has been approved by 

India’s GST Council, a body representing the central and state governments. The 

country’s new GST regime comes into force on 1 July and is designed to simplify 

sales taxation, replacing a slew of national, state and municipal taxes. Indian GST 

will include zero, 5%, 12%, 18% and 28% rates, with some similar items attracting 

different rates. The largest number of goods – including refined sugar, pasta, 

cornflakes, cakes, jams and ice cream – fall into the 18% bracket. Items such as 

chewing gum, chocolates, sparkling water, deodorant, shavers, dishwashers, cars 

and motorbikes attract the 28% rate. Some items, such as luxury cars, will attract an 

additional levy on top of the highest GST rate.

Technical update
A monthly roundup of the latest developments in financial reporting, audit, taxation 
and legislation from the European Union, OECD and elsewhere

US

How good are XBRL tags?
The US Financial Accounting Standards 

Board has launched a consultation on 

the efficiency and effectiveness of the 

financial reporting taxonomy of US 

GAAP. The taxonomy exists as a list 

of computer-readable tags in XBRL 

format that companies apply to financial 

data included in long-form financial 

statements, enabling computers to 

search, assemble and process data for 

investors, analysts, regulators,  

and others. 

OECD

Advice on intangibles
The OECD wants accountants to help 

it draft guidance on pricing transfers 

of hard-to-value intangibles to deepen 

its advice on reducing tax base erosion 

and profit shifting (BEPS). Its draft 

discussion paper assesses issues such as 

intellectual property transfers, lump sum 

payments, royalties and more. 

Africa

Business law court guide
Ohada, the international body 

harmonising business law in 

francophone Africa, has released a 

guide to its Common Court of Justice 

and Arbitration work, including how the 

court assists commercial litigants after 

a decision has been made. The guide 

also covers arbitration fees and the 

appointment of arbitrators.  AB  

 

Keith Nuthall, journalist

European Union

Double tax directive
The EU Council of Ministers has agreed a 

directive that sets up an effective system 

for resolving EU double taxation disputes 

between member states. The system 

requires mandatory and binding dispute 

resolution mechanisms with clear time 

limits. A mutual agreement procedure 

should take a maximum of two years to 

complete and, if it fails, an arbitration 

system would kick in and resolve the 

dispute within specified timelines. 

Tax info-sharing block
The European Court of Justice has 

ruled that an EU member state’s tax 

administration can review the legality 

of requests from another EU tax 

administration for financial information 

on a local taxpayer. In a precedent-

setting case involving France and 

Luxembourg, the court ruled that 

reviews could assess only whether a tax 

administration was abusing its rights 

under EU directive 2011/16/EU on 

tax cooperation to conduct a fishing 

expedition – which could be blocked. 
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Investors, especially those particularly 
valuable ones from overseas, depend 
on reliable fi nancial information when 
deciding where to put their money. 
Knowing that fi nancial information 
can be trusted means they are less 
likely to charge a risk premium when 
they are investing their capital. This is 
important because economic growth 
and prosperity are closely linked to 
companies having access to fi nance at 
a reasonable cost. For most countries, 
but especially developing economies, 
attracting foreign investment and 
boosting economic development 
are key steps in helping to alleviate 
poverty and thus reduce inequality. 

IFRS Standards enhance the 

international comparability and quality 

of fi nancial information. They give 

investors and other market participants a 

thorough insight into the fi nancial health 

and performance of a company. The 

standards enable them to make better-

informed decisions, leading to more 

effi cient capital allocation.

In the words of Joaquim Levy, 

managing director and CFO of the World 

Bank Group: ‘Reliable and transparent 

accounting practices are essential to 

attracting investment, and by extension 

the way in which development institutions 

and the private sector can work together 

to support sustainable growth.’ 

In May 2017, after nearly a decade of 

collaboration, the World Bank and the 

IFRS Foundation took a step forward in 

working together to encourage the 

use of IFRS Standards and IFRS for 

SMEs around the world. To date, IFRS 

Standards are required for use in more 

than 125 jurisdictions. This equates to 

over 80% of the 150 jurisdictions that 

the IFRS Foundation has researched and 

developed profi les on to date. 

Second, some countries, especially 

in the developing world, need 

additional support when adopting 

and implementing IFRS Standards. In 

order to help meet the specifi c needs 

of a country, the World Bank and the 

IFRS Foundation will work together to 

develop educational programmes and 

make capacity-building materials more 

widely available. The collaboration will 

include developing innovative online 

and mobile channels that facilitate low-

cost, scalable and off-the-shelf access to 

these new resources. 

Third, steps will be taken to help 

provide countries with less advanced 

standard-setting capabilities to play a 

more active role in the development 

of IFRS Standards. The World Bank is 

already a member of the IFRS Advisory 

Council, but it will also intensify its 

engagement with IFRS Foundation 

bodies and other groups that focus 

on supporting the adoption and 

implementation of IFRS Standards in 

developing economies. AB

Amaro Gomes, member of the 

International Accounting Standards Board

deepening their relationship by signing 

a joint memorandum of understanding 

(MoU). This document outlines a 

framework for their ongoing work 

together and outlines the goals that 

both organisations seek to fulfi l.

As the oversight body of the 

International Accounting Standards 

Board, the global accounting 

standard-setter, the IFRS Foundation 

has extensive knowledge of sound 

fi nancial reporting. The World Bank has 

widespread, on-the-ground expertise 

and relationships in place across the 

globe with businesses, investors, 

governments, professional accountancy 

bodies and others. By combining 

the two organisations’ capabilities, 

the aim is to deliver comprehensive 

programmes that support developing 

economies in their use of IFRS.

What does this mean in practice? 

First, the organisations will continue 

The aim is 
to deliver 

programmes 
that support 

developing 
economies in their 

use of IFRS 

The standard bearers
The IFRS Foundation and the World Bank are collaborating to help developing 
countries adopt and implement IFRS Standards, as Amaro Gomes explains
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Rise above the crowd
A well-crafted CV could be your passport to your next step up the career ladder. 
Follow our guide to find out what you should include – and what to leave out

role, winning them over is essential, 

Yee explains. ‘Parrot back key phrases 

from the job description,’ he suggests. 

This is particularly important in today’s 

digitised market; faced with hundreds 

of CVs for a single position, large 

companies and recruitment agencies 

rely on automative software to scan for 

keywords, thus performing an initial 

‘sieve’ of candidates. 

The second CV reader is the hiring 

manager. ‘They’re looking for someone 

to add value to his or her team,’ Yee 

says. ‘They will also be looking for skills 

that may or may not be mentioned in 

the job ad.’ Think about your area of 

expertise, consider the skill sets the job 

demands and look at your experience 

in terms of a narrative arc. That could 

be a string of past positions supporting 

start-ups, firsthand crisis management 

or a penchant for the public sector. ‘You 

have to understand what you’re really 

good at, and sell your narrative.’

Introduce yourself 
The prospect of writing about one’s 

own achievements and merits can wreak 

havoc on applicants’ style and tone. 

Certainly, a document that demands 

formality, as well as the ability to 

demonstrate your expertise in the most 

glowing of lights, seems a daunting 

task indeed. But in a bid to ‘up-sell’ 

your experience, be sure to avoid 

the pretentious, the verbose and the 

cliched, Yee urges. 

‘Headhunters go through hundreds 

of CVs a day with bombastic phrases 

like “highly accomplished sales 

executive” or “tenacious, award-winning 

manager”. It gets boring after a while, 

‘The interview is still a big, big part 
of the job-seeking process – but a 
fantastic CV is what will get you there.’ 
So says Russel Yee of Singapore-based 
CV writing service, ResumeWriter.sg. 
That’s not to say, however, that putting 
together a killer resume is easy. 

Rather, it takes a thorough 

understanding of the CV’s audience and 

purpose; a straightforward, easy-to-digest 

style that avoids bombast yet piques 

attention; and thoughtful selection of 

which hobbies make the cut – if any. If 

you’re actively seeking a new position or 

simply testing the water, a great resume 

can reap results and open doors. 

Take a targeted approach
Tom Osborne, regional director of 

global recruitment group Hays in 

Malaysia, advises that quality trumps 

quantity. ‘To enable candidates to have 

the best possible chance of standing 

out, they need to ensure their CV is 

tailored and targeted towards the most 

important result: getting the interview,’ 

he explains. ‘Too often, candidates mass 

apply for positions and do not make 

enough effort tailoring their CVs.’

Jobseekers are advised to consider 

not just the company and role they’re 

targeting, but also the specific readers 

of their resume. ‘Two sets of people will 

look at your CV when you apply for a job,’ 

Yee explains. ‘The first is the HR manager 

and the second is the line manager. It’s 

really important to remember that they’re 

looking for different things.’ 

While HR professionals cannot have 

an in-depth understanding of every 
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and sometimes just being normal will 

make you stand out more. Keep it level-

headed and, if possible, metric-driven.’ 

Yee advises short sentences and 

simple vocabulary. ‘Clarity is the 

objective. Don’t use 10 words when 

three would suffice.’ ‘Concise bullet-

points and terse descriptions trumps 

sprawling sentences and excessively 

long CVs,’ Osborne echoes.  

What to include? 
‘Include information that is only relevant 

to the role or industry the candidate is 

applying for,’ Osborne says. ‘This would 

mean not listing every single job that 

they have done.’ Career history should 

be listed in reverse chronological order, 

starting with candidates’ current or most 

recent role.

Selectiveness is also recommended 

when it comes to mentioning hobbies 

and interests. ‘Most people just 

list reading and travelling; that’s so 

common and boring, so just remove 

it,’ Yee says. As a rule, he advises only 

including genuine passions that you’d 

be confident discussing at interview. 

‘If your response conveys that it’s just 

something on the side, it’s not so 

important, then they’ll just wonder why 

you included it in the first place!’

Stay true 
‘It is important to highlight 

achievements and up-sell yourself; 

however, if the information listed is 

untrue, this could potentially harm their 

chances in landing the job,’ Osborne 

says. ‘As is so often the case, when 

it comes to CVs, honesty really is the 

best policy!’ AB 

Frances Arnold, journalist

The write stuff
‘You never get a second 

chance to make a good 

first impression,’ and that’s 

especially true of CVs. Killer 

content is one thing, but 

wonky justification and 

mismatched fonts will get 

you noticed for all the wrong 

reasons. The good news is that even if you’re not a pro on your word processor, a 

slew of online tools are on hand to quickly craft a professional-looking resume. 

CV Maker Launched in 2010, CV Maker is a winner: its intuitive, step-by-step 

interface has garnered almost two million users to date. It’s easy to see why; the 

free version guides jobseekers through sections like contact info, work experience, 

qualifications and references across six understated styles. Users can download 

CVs to PDF, HTML or TXT files. A Premium version launched last year ($16 annually) 

proffers four more sophisticated templates, and the option to customise your 

resume with additional fonts and colours. cvmkr.com

Vizualize.me Depending on the company or role you’re applying for, a snazzy CV 

might be just the thing to get that great new job. Vizualize.me lets you create an 

infographic-type CV; think education timelines, language maps and pictograms, 

all available across six templates, complete with fully customisable colour palettes. 

Especially easy for LinkedIn users, it will import and sort your information, with 

options for further editing. Users can save and print as a PDF or PNG file, or share 

a branded link. Best of all, it’s completely free. vizualize.me

VisualCV VisualCV will format data from your LinkedIn profile or walk you through 

manually building a resume in any number of stylish templates, as well as track how 

often and who is clicking on your customisable link. A particularly attractive feature is 

the option to get feedback from five friends as to how your masterpiece is shaping 

up, although it’s worth noting that the freebie version only allows for two saved 

CVs. The paid ‘Pro’ platform costs $12 a month, for a minimum of three months. An 

informative blog is jam-packed with useful content for job seekers, and there are also 

example CVs spanning a range of professions for inspiration. visualcv.com

Kickresume A one-stop job-seeker shop, Kickresume’s paid platform in 

particular offers a host of features. Its freebie version offers two templates, and a 

straightforward step-by-step guide to manually adding info and sections. Upgrade 

to its Premium platform for $15 a month to access multiple CV styles, templates for 

cover letters, and your very own website with customisable domain. A help centre 

blog features regularly updated content for job-seekers spanning everything from 

celebrities’ first jobs right through to roles for introverts. First-timers in particular 

might find free pymetric tests to establish cognitive and emotional traits useful. 

kickresume.com 

ACCA Careers

For more advice on job hunting and 
to search for vacancies, visit careers.
accaglobal.com
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Mind your own bias
Decision-making can be adversely affected by unconscious bias, but to avoid this we 
need to be more aware of it, say Denis Kotov FCCA and Elena Aminova

under stress conditions – information 

overload, high degree of uncertainty, 

tight timeframe – their judgments 

can be unconsciously infl uenced by a 

number of psychological phenomena. 

This can arise unintentionally when we 

apply simple problem-solving strategies 

or heuristics that worked well in the 

past. These strategies are not negative 

by nature; they support us when 

decisions have to be taken quickly. 

However, if they are used automatically 

and without consideration, they may 

result in a fl awed judgment. 

One of the core tasks of a 

management accountant is to ensure 

the rationality of the information 

delivered to management. In practice, 

we rarely uncover behavioural bias 

in colleagues involved in the 

budgeting or investment 

process, partly because of 

our limited awareness of it. 

ACCA’s survey Culture and 
Channelling Corporate 

Behaviour found 

that only a third of 

respondents thought 

most people were 

aware of cognitive 

biases in decision-making 

processes. 

What’s more, there are 

still no standard tools to 

track such biases, despite a 

clear need. A piece of research 

by Swiss-based consultants 

Detecon found that 90% of 

companies surveyed think the 

mere knowledge of ‘rational 

defi cits’ can improve effi ciency 

and are planning to introduce 

Imagine at the end of the year you fi nd 
that sales volumes have not reached 
their target. Your sales manager says 
the sales were lower than forecast 
because of the unexpected entrance 
of a new competitor. Will you be 
satisfi ed with this? What are you going 
to do next? 

As a management accountant 

you might apply scepticism and start 

checking the feasibility of the sales 

manager’s explanations. Maybe they 

were right, maybe not. Perhaps it was a 

failure on the part of the sales division 

that caused lower sales. Even if the 

sales manager had known the real 

reason, they might have blamed 

external factors for fear of 

reprisals. Perhaps sales 

forecasts were over-optimistic. Should 

the target set by the sales manager be 

higher than industry forecasts or the 

company’s capabilities suggest, this 

could indicate overconfi dence on the 

part of the sales manager. Whatever 

the reason, the shortfall will affect your 

future assumptions and output.

Given that there are so many 

variables that affect our judgment and 

cost so much in terms of time, effort and 

future expenditure, it may be a good 

idea to check the company’s business 

processes against biases.  

When managers make decisions 
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All in the head 

Illusion of control
The tendency to overestimate one’s degree of influence over external events. 

This might be unintentionally propagated by senior managers. For example, if 

a senior colleague insists on pushing requirements down to vendors to reduce costs 

through quality improvement, it might be uncomfortable to oppose them, even if 

you notice that the vendors lack the resources and abilities to deliver.

Planning fallacy
The tendency to underestimate the costs of projects and/or time to complete them. 

As Thomas Conine, a finance professor at Fairfield University, puts it: ‘People think 

they can forecast better than they really can.’ Faced with a thorough forecast, you 

may be so focused on ticking off individual steps that you miss the bigger picture of 

the downward trend.

Overconfidence
Overestimation of your ability to predict and control future outcomes might 

become costly over time. When deciding on sources of finance for investments, 

overconfidence might mean internal resources are favoured over cheaper, 

external debt.

Conservatism
The tendency to overestimate the occurrence of low probability events (the opposite 

of overconfidence). 

Loss aversion
The tendency to avoid losses rather than acquire gains, or to neglect losses from 

existing customers when producing sales forecasts. 

Anchoring 
Excessive focus on another event, competitor, technology or product. While 

monitoring your competitor’s actions and strategy, don’t forget to revise your 

own plans. 

Mind your own bias

or uncontrollable; related to internal 

business processes or external 

environment; perceived as low or highly 

uncertain at the time of planning. These 

procedures work well in mitigating the 

illusion of control, overconfidence or 

planning fallacy biases.

To incorporate checks and control 

procedures into internal policies you 

can add extra steps with bias-specific 

questions. For instance, imagine a 

worst-case scenario and look at the 

measures to promote awareness 

of biases among participants in 

the planning cycle. See box 

for some of the most common 

cognitive biases. 

Coping mechanisms
How to cope with biases? First, you 

need to learn to recognise your own 

mental hang-ups. There is no standard 

test for checking behavioural influences. 

But several research papers summarise 

practical tips for finance specialists – for 

example: Enhancing Board Oversight: 
Avoiding Judgment Traps and Biases by 

KPMG and two Brigham Young University 

professors; and The case for behavioural 
strategy by McKinsey. As soon as you 

have become familiar with your biases it 

will be easier to identify mental shortcuts 

used by your colleagues. 

Bias training is worth considering. 

According to the Culture and 
Channelling Corporate Behaviour 
survey, just over three-quarters 

(76%) of members suggested that 

teams, including boards, should be 

trained in better decision-making 

procedures to lower the effect of 

cognitive biases.

In the long term a company 

needs to set up solid control policies 

to mitigate the effects of biases. 

The factors that caused deviations 

can be classified into controllable 

cause from an external perspective. 

Embracing a contrarian view may help 

you avoid over-optimism. 

Misinterpretation of numbers 

and facts can cause significant errors 

in financial reports. Equipped with 

strong guidelines, finance specialists 

can control behavioural influences and 

improve decision-making. AB

Denis Kotov FCCA and Elena Aminova, 

Berlin consultancy Orange ‘n’ square 

As soon as you 
have become 

familiar with your 
biases it will be 

easier to identify 
mental shortcuts 

used by your 
colleagues
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Media headline

Ipsa pellore periaturui optamus, nest, 
soluptat quaspis solorum fugia nis 
dero et officitae pliqui omnimendam

Where next?

Watch Richard Howitt on the IIRC’s 
future trajectory and where the 
profession can add value, at bit.ly/
ACCA-Howitt

Clear view
Integrated reporting has come a long way since its roots in corporate sustainability, 
and accountants have a vital part to play in it, says IIRC chief executive Richard Howitt 

‘This great global coalition’ is how its 
CEO, Richard Howitt, describes the 
International Integrated Reporting 
Council (IIRC). The coalition is one 
that involves business, investors, 
regulators and professional accountants 
who have a passionate belief that 
integrated reporting (IR) is the future 
of corporate reporting. ‘It is about 
creating better business for the long 
term and for our world,’ says Howitt.

He insists that IR is first and foremost 

for companies. It provides a forward-

looking, holistic view that recognises 

that businesses operate using six forms 

of capital, which the IIRC has described 

(see box, page 60). A company does 

not have to report against capital 

type but, the IIRC argues, ideally the 

board should be asking questions 

that enable the business to be more 

successful in creating long-term value. 

‘Not a single 
company that 
has changed 
to integrated 

reporting has 
stopped doing it’

The IIRC is promoting an ambitious 

agenda. It wants to see a complete shift 

from compliance-driven, ‘burdensome’ 

reporting to integrated reporting, 

which is good for the board and 
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2016
Joins the IIRC as chief executive, 

and becomes a member of 

the B20 group of international 

business leaders

2009 
Attends a meeting at St James’s 

Palace that leads to the formation 

of the IIRC, and is subsequently 

appointed IIRC ambassador

1999 
Re-elected to the European Parliament, 

and appointed the parliament’s 

rapporteur for corporate social 

responsibility (CSR)

1994 
Elected to the European Parliament 

CVimanagement, and would dovetail 

with business strategy and good 

corporate governance. Howitt says that 

such reporting is concise and more 

concerned with what is material to the 

business. He also claims that it would 

help to drive reform of capital markets 

by enabling a focus on the longer 

term. ‘It will help investors understand 

value creators in our interconnected, 

complex world.’ 

The concept has garnered much 

support over the past 10 years. The 

latest high-profile proponent is the 

International Federation of Accountants 

(IFAC), which in a policy statement in 

January 2017 said it ‘strongly supports’ 

the IIRC and its framework. ‘Like IFAC, 

we have champions worldwide who 

are leading the argument to make IR 

happen,’ says Howitt.

Reporting journey
In companies that are on the IR journey, 

Howitt says that the senior executives 

‘really get it. They lead the change 

in the business and see the success.’ 

When he meets CEOs of companies 

that have not yet started to change the 

way they report, the key is to convince 

them to see IR as a beneficial move for 

their organisation.

In the end, Howitt notes, it is often 

peers or institutional investors who are 

the best advocates. At the same time, 

long-term value creation strategies built 

into the plans of significant investors 

and regulators are as important to the 

IIRC as individual companies signing up. 

Advocacy appears to be working. 

Howitt says that around 1,500 

companies in the world are producing 

integrated reports, noting that ‘not a 

single one has stopped doing it. They 

soon start to see the benefit. That is the 

best advert of all.’ 

In 2009–10, Howitt was part of the 

Prince of Wales’s Accounting for 

Sustainability Forum, which brought 

together a network of CFOs. He is clear 

about the importance of senior finance 

leaders in spreading the IR message. 

‘Until CFOs embrace IR, it will never be 

integrated into reports. CFOs are the 

first focus of our efforts as we encourage 

companies to adopt IR.’

Years on from that forum and the IIRC 

is continuously campaigning in different 

ways – networking, training and working 

with regulators. It has a business 

network for individual companies to 

share learning, within which there are 

sectors such as banking and finance, 

technology and public sector. 

In 2016 the IIRC started a global 

training programme offering short 

courses in IR. ACCA is one of its 

licensed training providers. ‘When 

companies start IR or when they’re 

thinking of doing so, the training is 

going to have a powerful effect on how 

they do it,’ says Howitt. Increasingly, he 

adds, as the IIRC gains international, 

regional and national endorsements, 

companies are seeing IR as a trend that 

they are keen to know more about. They 

don’t want to be behind the curve. 

Accountancy firms have a big part to 

play here, and Howitt makes an appeal 

to them: ‘Businesses are your clients. 

You are working with them on their 

reports. You are part of opening the 

door on this idea. Accountancy bodies 

have endorsed the idea that IR is part of 

your future. Each accountant has a role 

in advancing this.’

In IR’s early stages the pioneers have 

been large, listed companies but in the 

end it will reach smaller entities. IFAC 

and the IIRC are working on a study 

into the applicability of IR for SMEs, and 

Howitt promises developments soon. 

Breakthrough phase 
Over the past three years, the IIRC 

has established what it calls the 

‘breakthrough phase’, with the IR 

framework being developed, piloted, 

tested, agreed and implemented by 

leading companies. Next up is the 

global adoption phase, which the 

IIRC plans to start in 2018. The idea 

is to encourage more companies to 

adopt IR and at the same time obtain 

endorsements from international and 

national regulators. ‘The ultimate goal is 

global adoption, full-stop,’ says Howitt. 

The framework continues to evolve. 

Howitt praises the IIRC technical 

team, which is constantly giving 

technical feedback to the market, 

as well as reviewing and advising on 

implementation. ‘This year we have 

been doing a global feedback exercise 

on implementation of the framework. 

The output is a series of practice 

and guidance notes, which will be 

published over time.’

He is careful not to give the 

impression that there will be wholesale 

revisions to the framework. ‘The 

framework is only three years old. 
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Companies are adopting it and applying 

it. The most constructive approach 

will be to promote the practice and 

guidance notes at this stage.’ But, he 

says, the IIRC has an open mind, and 

the aim of the feedback exercise is to 

hear what the market and companies 

have to say. 

The IIRC teams – a mixture of staff 

and secondees – are based across the 

world: Europe, South Africa, North 

America, Asia and Australia. The work 

continues literally 24 hours a day. ‘The 

teams are a great model,’ says Howitt. 

‘We are getting senior secondees who 

are bringing their experience into IR, 

which is great for us. At the end they are 

taking their knowledge of IR back into 

business or the accountancy profession. 

This is one reason why IR has grown.’

He also praises the contribution that 

ACCA has made. ‘Helen Brand [ACCA 

chief executive] is on my board. ACCA 

has been one of the most supportive 

members of the IIRC. In particular, it 

has helped push adoption in South-

East Asia, with progress in Malaysia 

and Singapore. We have made 

major breakthroughs.’ 

But never mistake activity for 

productivity. The IIRC has one simple 

measure of success: adoption. ‘We 

measure it not just in numbers of 

companies adopting IR but in qualitative 

terms as well. We look at how far 

systems in countries are moving towards 

integrated reporting, as well as the 

number of companies that say they 

publish integrated reports.’

The IIRC has been working closely 

with Italian energy giant Enel, which is 

close to adopting, as is steel and mining 

company ArcelorMittal. ‘Every big new 

name that adopts sends a signal to 

the market and shows the momentum 

behind IR,’ says Howitt. ‘When General 

Electric adopted IR in 2016, that was a 

huge moment for IR in America.’

Board members
Before starting as CEO in November 

2016, Howitt was an ambassador for 

IIRC but did not sit on the board. Now 

he can see that the board practises 

what it preaches in terms of high 

standards of corporate governance. 

He is also impressed with the quality 

and international reach of the board, 

ACCA’s Brand being just one example. 

Others include chair Barry Melancon, 

CEO of AICPA, and UK Sinha, the former 

chairman of the Securities and Exchange 

Board of India. These senior leaders are, 

in Howitt’s words, ‘holding the flame for 

IR and committing their personal time 

and conviction to make this a success. It’s 

a privilege to work with them. We make 

each other work hard.’

Like many others, Howitt is concerned 

about the trust deficit in leadership, 

as measured by the Edelman Trust 

Barometer, which ‘is bad for business, 

regulation and the social licence to 

operate’. IR is one way to rebuild 

that trust, he says. ‘It is about having 

a wider understanding of the way the 

business is managed, its relationships 

and resources.’

A former Labour member of the 

European Parliament (MEP), Howitt was 

offered the IIRC job and had resigned as 

an MEP before the Brexit vote last June. 

He received a standing ovation in the 

European Parliament. He emphasises 

that the IIRC has no view on party 

politics and he declines to offer any. 

Still, as an MEP, he leaves a legacy. 

He is known as the architect of the 

European Union non-financial reporting 

directive. Deliberately it does not 

legislate for IR, which chimes with the 

IIRC’s belief that IR should be market-

led. The IIRC seeks endorsement, not 

regulation, from regulators. This is cited 

in the commentary to the directive and 

Howitt is working to make sure it is 

referenced in the directive’s guidance, 

due to be published soon. ‘For the 

EU it is an opportunity to advance IR. 

We have a clear pathway in Europe for 

further development.’ 

Thanks to the directive, large 

companies should be reporting 

on certain environmental or social 

information by 2018. In terms of IR, the 

UK’s decision to leave the EU will have 

no impact. ‘We take a country-by-country 

approach, seeing what works in each 

jurisdiction and each context.’ In the 

UK, the strategic and directors’ report 

required under the Companies Act is 

close to integrated reporting but Howitt 

is discussing with the Financial Reporting 

Council how that can be taken further.

Across the Atlantic, the Securities 

and Exchange Commission had been 

consulting on possible regulatory 

changes around IR, with the IIRC 

contributing in a public hearing. Howitt 

The six forms of capital
* Financial

* Manufactured

* Intellectual

* Human 

* Social and relationship

* Natural

The IIRC says: ‘The primary purpose of an integrated report is to explain to financial 

capital providers how an organisation creates value over time. The best way to do so 

is through a combination of quantitative and qualitative information, which is where 

the six capitals come in.’
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various bodies work together – for 

instance, taking a common position 

on materiality. What he calls a ‘site 

map’ would, he says, give visibility to 

the work of different bodies and show 

how they are related. ‘At the moment 

there is confusion – which is an excuse 

for inaction – and I want to take that 

excuse away.’ 

Howitt needs corporates to rise 

to the challenge of IR of their own 

volition. In the end, he is putting his 

faith in the market – and, of course, that 

great global coalition – to make IR the 

worldwide norm. AB

Peter Williams, journalist

says he expects a pause following the 

election of President Trump, but that 

this is not the end for IR in the US. 

He cites the letter written in early 

2016 by Larry Fink – the CEO of the 

world’s biggest investor, BlackRock – to 

the CEOs of large corporates in the US 

and Europe, in which Fink set out his 

vision for tackling short-termism, urging 

companies to report on their strategy. 

Howitt calls it ‘a major breakthrough 

moment’, with emphasis on long-

term value creation backed up by 

others, such as the US-based Investor 

Stewardship Group. 

Since becoming CEO of the IIRC, 

Howitt has appointed Bob Laux, who 

‘ACCA has been 
one of the most 

supportive 
members of the 

IIRC family’

led the treasury controller group at 

Microsoft, to be a programme lead in 

the US. ‘IR should be a global norm,’ 

he says. ‘The IR framework can and 

must be a crucial vehicle for companies 

to understand scalable development 

goals and how they contribute to 

value creation.’ 

The biggest challenge in his role, 

he adds, is the confusion in the 

market about the number of different 

frameworks, which leads to a sense 

that the frameworks are competing 

or that, somehow, corporates should 

comply with all of them. He wants 

the market and business to have 

a better understanding of how 
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Technical and ethical (TEQ): The ability to perform 

activities to a defi ned standard while maintaining the 

highest standards of integrity, independence and 

scepticism.

Intelligence (IQ): The ability to acquire and use 

knowledge: thinking, reasoning, solving problems and 

the ability to understand and analyse situations that 

are complex and ambiguous.

Creative (CQ): The ability to use existing knowledge 

in a new situation, to make connections, explore 

potential outcomes and generate new ideas.

Digital (DQ): The awareness and application of existing 

and emerging digital technologies, capabilities, 

practices, strategies and culture.

Emotional intelligence (EQ): The ability to identify your 

own emotions and those of others, harness and apply 

them to tasks, and regulate and manage them.

Vision (VQ): The ability to predict future trends 

accurately by extrapolating existing trends and facts, 

and fi lling the gaps by thinking innovatively.

Experience (XQ): The ability and skills to understand 

customer expectations, to meet desired outcomes and 

to create value. 

Take the test

Try ACCA’s interactive skills test and see the research at
thefuture.accaglobal.com

Since ACCA launched its 
‘Professional accountants 
– the future’ campaign last 
year, more than 15,000 
people have used ACCA’s 
interactive test designed 
to help current and future 
fi nance professionals assess 
and future-proof their skills.

Based on ACCA’s 

professional quotients 

model (right), the interactive 

test allows you to assess 

your own skills in the areas 

identifi ed as those that 

will create the ultimate 

‘professional quotient’. 

These skills were identifi ed 

by 2,000 professional 

accountants and 300 leaders 

in 19 countries as those that 

will add the most value for 

employers and clients.

The tool suggests CPD and 

other resources to help you 

sharpen and improve your 

skills under each quotient.

Faye Chua, ACCA’s head 

of business insights, says: 

‘Events since we published 

our research last year, 

including global cybersecurity 

attacks and changes in the 

political landscape, have 

highlighted the range of skills 

fi nance professionals need 

to succeed. 

‘They must maintain their 

technical excellence and 

strong ethical grounding, 

and supplement these with 

personal skills and qualities.’ AB

Got what it 
takes?
Join 15,000 other members and students 
to see if you have the seven vital qualities 
needed to succeed in your career

Seven key qualities for success
Technical and ethical competencies remain at the core of 

professional accountants’ expertise, but these must be 

combined with additional qualities or quotients. It is this 

combination that will enable professional accountants to 

succeed and add value to their employers and clients. 

65July/August 2017 Accounting and Business

Technical and 
ethical (TEQ)

Vision 
(VQ)

Experience (XQ) Intelligence (IQ)

Creative (CQ)

Digital 
(DQ)

Emotional 
intelligence 

(EQ)

INT_A_ethics.indd   65 12/06/2017   15:06



AB International Edition  
July/August 2017
Volume 20 Issue 7

International editor 
Annabella Gabb 
annabella.gabb@accaglobal.com  

Editor-in-chief
joanna.malvern@accaglobal.com 

Digital editor Jamie Ambler

Video production manager 
Jon Gilmore

Sub-editors Tracey Beresford, 
Lesley Bolton, Dean Gurden, 
Peter Kernan, Jenny Mill, Eleni 
Perry, Vivienne Riddoch, Rhian 
Stephens

Design manager Jackie Dollar

Designers Bob Cree, Suhanna 
Khan, Robert Mills

Production manager Anthony Kay

Advertising
daniel.farrell@educate-direct.com 
+44 (0)20 7902 1221

Head of ACCA Media 
chris.quick@accaglobal.com 

Printing Wyndeham Group

Pictures Getty

ACCA, The Adelphi, 1-11 John Adam 
Street, London, WC2N 6AU, UK. 
accaglobal.com

Accounting and Business is published 
by ACCA 10 times per year. All 
views expressed are those of the 
contributors.

The Council of ACCA and the 
publishers do not guarantee the 
accuracy of statements by contributors 
or advertisers, or accept responsibility 
for any statement that they may 
express in this publication. The 
publication of an advertisement does 
not imply endorsement by ACCA of a 
product or service.

Copyright ACCA 2017  
Accounting and Business. No part of 
this publication may be reproduced, 
stored or distributed without the 
express written permission of ACCA.

Accounting and Business is published 
by Certified Accountant (Publications) 
Ltd, a subsidiary of ACCA.

Accounting and Business (ISSN: 
1460-406X, USPS No: 008-761) is 
published monthly except July/August 
and Nov/Dec combined issues by 
Certified Accountant (Publications) 
Ltd, a subsidiary of the Association of 
Chartered Certified Accountants, and 
is distributed in the USA by Asendia 
USA, 17B South Middlesex Avenue, 
Monroe  NJ 08831 and additional 
mailing offices. Periodicals postage 
paid at New Brunswick NJ.  
POSTMASTER: send address 
changes to Accounting and Business, 
701C Ashland Avenue, Folcroft, PA 
19032, USA. ISSN No: 1460-406X

Location, location
ACCA and Chartered Accountants Australia and New Zealand 
(CA ANZ) to co-locate in several important markets

In the run-up to the first 
anniversary of the landmark 
strategic alliance between 
ACCA and CA ANZ, the 
two organisations have 
agreed to co-locate staff in 
a number of strategically 
critical markets.

At a summit meeting in 

Singapore convened to 

review year-one progress 

and identify opportunities to 

strengthen the relationship, 

it was agreed that teams in 

London, Singapore, Kuala 

Lumpur and Hong Kong 

will co-locate.

‘Over the last year, our 

strategic alliance has enabled 

us to provide powerful joint 

leadership on behalf of the 

profession in areas such as 

tax reform and integrated 

reporting,’ said ACCA 

president Brian McEnery.

‘As we head towards the 

second year of this important 

relationship, we want to 

strengthen the way we work 

together by co-locating staff 

in order to collaborate on 

key projects and initiatives 

and better support our 

members,’ he added.

CA ANZ and ACCA are 

focusing on four key areas:

* increasing the profile of 

both brands worldwide 

* enhancing support to 

members and wider 

stakeholders 

* contributing to the 

development of the 

profession and business 

world 

* demonstrating the 

strength of a progressive 

alliance across the 

accounting sector. 

Read more at accaglobal.

com/alliance. AB
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