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As a managing director of Kazakhstan’s sovereign wealth fund giant Samruk-Kazyna, 
which has 300,000 staff but few qualified accountants, Peter Howes is working with 
ACCA to rectify the situation and help to develop a strong profession. See page 12

ROLE CALL
We’re always keen to highlight the important role accountants play in 
public life. In this edition, we profile a British accountant who, as one 
of the managing directors of the huge sovereign wealth fund Samruk-
Kazyna, helps manage the economy of one of the world’s most thriving 
countries – Kazakhstan. The assets of the fund are the equivalent of 
56% of Kazakhstan’s GDP. And including its associates, the entity had 
a consolidated income for 2012 representing 22% of GDP.

Peter Howes is currently focusing on attracting foreign investment, 
along with his core corporate governance and risk management roles. 
Accounting, corporate governance and financial probity are at the 
heart of  what he does, and he is working closely with ACCA in the hunt 
for more qualified professional accountants. Kazakhstan now rates as 
49th out of  185 countries in the IFC Doing Business Survey.

Our cover feature focuses on Pakistan, where corruption, poor 
governance and lack of  accountability have damaged a poverty 
alleviation scheme and undermined public trust. The feature shows 
how a state-administered system of  Zakat (an obligation for Muslims 
to give a specific amount of  their wealth to the poor) can be a big 
source of  welfare spending with potentially less incidence of  evasion 
due to its religious nature. However, improvements in governance and 
administration are vital to turn the Zakat programme around – audited 
accounts, for instance, would go a long way in increasing transparency, 
building public trust and improving financial management.

Meanwhile, financial probity and transparency have been at the 
heart of  the crisis in Greece. A recent IMF report has hailed Greece’s 
efforts with its finances, but also warns about the continuing problem 
of  tax evasion. Read our update beginning on page 16. 

On a lighter note, we meet Swiss-based finance director Mike 
Shanks FCCA (page 56), who has used his experience as a professional 
accountant for the theme of  his first novel, Dark Orchid, to be 
published this month. We wish him luck.

Lesley Bolton, lesley.bolton@accaglobal.com
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01 New Hollywood 
blockbuster Iron 

Man 3, starring Robert 
Downey Jr, features 
an accountant in a 
desperate situation

02Bermuda is 
among the British 

overseas territories to 
sign agreements on 
sharing tax information 
with a number of  
European countries

03 Sir Alex Ferguson 
is retiring after 

26 years managing 
Manchester United 
Football Club. This year 
the English club became 
the first sports team in 
the world to be valued 
at US$3bn

News in pictures6



04 Grammy-winning 
singer Lauryn 

Hill was sentenced to 
three months in jail in 
the US for tax evasion. 
She did not pay taxes 
on around US$1.8m 
of  earnings from 2005 
to 2007

05 Apple has raised 
US$17bn in the 

biggest corporate bond 
sale ever. The move 
will help the company 
avoid the tax costs of  
bringing its overseas 
cash back to the US, 
say commentators

06 Williams Grand 
Prix Holdings, 

the company behind 
British-based Formula 
One team Williams – 
pictured at the Chinese 
Grand Prix – suffered 
a £5m pre-tax loss 
in 2012, due to an 
accounting change

07 Queen Elizabeth 
II and her 

husband Prince Philip 
met the president 
of  the United Arab 
Emirates, Sheikh 
Khalifa bin Zayed al 
Nahyan, at Windsor 
Castle during his state 
visit to the UK in April
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FULL STEAM 
AHEAD FOR ASIA
Asia is the most 
dynamic trading region 
in the world. As the 
graphic shows, trade 
between the emerging 
Asian economies is 
forecast to get even 
bigger. China’s trade 
growth will remain 
strong, with double-digit 
export growth especially 
to other rapid growth 
markets, according 
to Ernst & Young’s 
Rapid-growth Markets 
Forecast. 

FISHING FOR TALENT GETS EVER HARDER
Over four-fifths – 83% – of financial services executives are concerned about losing their top performers 
this year, according to the latest Robert Half global hiring report. The survey includes responses from 
1,100 FDs, CFOs and COOs in the US, Canada, France, Germany, Hong Kong, Singapore and the UK.

WORRIED ABOUT LOSING TOP PERFORMERS

DIFFICULTY OF LANDING SKILLED FINANCIAL SERVICES PROFESSIONALS

2010 2020
60%
The 
number of  
investors 
around 
the world 
who expect 
their local 
stock 
market to 
grow in 
2013.

5.6%
The 
amount by 
which sub-
Saharan 
Africa’s 
economy 
is expected 
to expand 
in 2013, 
outpacing 
the global 
average 
of  3.3%, 
according 
to the IMF.

3.5%
The 
amount 
by which 
Latin 
American 
and 
Caribbean 
economies 
are 
expected 
to grow 
in 2013, 
according 
to the IMF.
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News in graphics8



DIGITAL CONVERSATIONS AND THE C-SUITE
PwC’s 5th Annual Digital IQ Survey shows that strong executive leadership and collaboration are crucial to building 
lasting value from information technology. The results show that those companies with strong relationships between 
the CIO and other C-suite members are four times as likely as those with less collaborative teams to be top performers 
(respondents who said they are in the top quartile of margin growth, revenue growth and innovation).

A strong collaborator’s roadmap links business and IT efforts. The study asked if a single, 
multi-year roadmap for the overall business strategy existed in the firms surveyed?

Strong collaborators are more likely to be investing in emerging technologies in areas like mobile, social, cloud and 
big data. Which of these technologies are you currently investing in?

WHAT IS DIGITAL IQ?
Digital IQ is a measure 
of  how well companies 
understand the value of  
technology and weave it 
into the fabric of  their 
organisation.

COLLABORATORS
Strong collaborators 
think differently and 
act differently and were 
often found to achieve 
stronger results than 
other respondents in  
the survey.

Social media 
for internal 

comms

Social media 
for external 

comms

Public cloud 
infrastructure

Public cloud 
applications

Private  
cloud 

applications

Mobile 
technologies 

for employees

Mobile 
technologies 
for customers

Data mining 
and analysis

75% 19% 5%
Strong collaborators

59% 26% 16%
Other

KEY:
Americas
Europe
Asia Pacific

KEY:     Americas     Europe     Asia Pacific     Strong collaborators     Others

32% 26% 33% 37% 29% 31% 17% 16% 30% 24% 21% 37% 39% 32% 45% 54% 47% 56% 35% 25% 31% 37% 36% 43%

KEY:
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No
Don’t know
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46
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39
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61
%

32
%

30
%

32
%

24
% 37

%

37
%

30
%

51
%

18
%

More than 1,100 senior executives were surveyed in the PwC study. 48% are based in the Americas, 30% in Europe, 
and 22% in Asia Pacific. Visit http://tinyurl.com/aw7pqpu for the full survey.
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SCANDINAVIA LEADS DIVERSITY
There is very slow progress in gender 
diversity outside of  Europe, according 
to GMI Ratings’ annual review, Women 
on Boards. The report was based on a 
survey of  almost 6,000 companies in 
45 countries. Women now hold 11% 
of  board seats at the world’s largest 
and best-known companies – a 0.5 
percentage points increase during 
2012 and a 1.7 percentage points rise 
since 2009. Most of  the improvement 
is in Europe. Increased representation 
on boards by women has been led by 
Norway, Sweden and Finland.

RULES FOR REGULATED UTILITIES
The International Accounting 
Standards Board has proposed an 
exposure draft for industries such 
as transport and utilities that are 
subject to regulation of  charges and 
investment. Regulators’ decisions can 
substantially affect entities’ revenues 
and timing of  payments. Existing 
International Financial Reporting 

EU COMPROMISES ON MANDATORY AUDIT ROTATION 
Under new controls proposed by the EU’s Legal Affairs Committee, 14 years 
would be the maximum term a firm could carry out the audit for a client. 
Under specified exemptions, firms would be able to undertake a client’s audit 
for up to 25 years. The European Commission had proposed a six-year audit 
rotation requirement. ‘Big Four only’ requirements in contracts would also be 
banned. The measure will need to be approved by the Council of Ministers 
to be adopted by the EU. ‘We need to win back the confidence of investors, 
who are looking for high-quality and independent auditing to give them the 
assurance that they need when investing in Europe’s companies,’ said Sajjad 
Karim MEP, who is responsible for the audit reform package. The compromise 
was welcomed by ACCA as achieving a ‘laudable balance’ between different 
interests. Sue Almond, ACCA’s technical director, said: ‘Future legislation 
needs to be workable for businesses while enhancing investors’ confidence.’

WORLDSPREADS SUES EY 
Ernst & Young is being sued over 
its audits of  Dublin-headquartered 
Worldspreads, which is being 
administered by KPMG. Jane Moriarty, 
special administrator of  Worldspreads 
and restructuring partner at 
KPMG, said: ‘The appointment of  
administrators to Worldspreads 
followed the discovery of  accounting 
irregularities… Following our initial 
review of  this data and consultation 
with legal counsel, we have decided to 
take action against the firm’s auditors 
to protect the position for clients 
and creditors.’ EY does not accept 
it is liable for any losses suffered by 
Worldspreads or any related party and 
said it would ‘vigorously defend’ any 
proceedings. The firm added that an 
accurate audit is only possible if  the 
auditor is ‘supplied with full, accurate 
and complete information’.

FIRMS QUIT IRAN 
Accountancy networks are withdrawing 
from Iran under pressure from US 
lobby group United Against Nuclear 
Iran (UANI). Jean Stephens, chief  
executive of  RSM, said: ‘Following 
recent correspondence with UANI, 
we confirm that we have ceased our 
relationship with Dayarayan Auditing 
& Financial Services, which was a 
correspondent firm in Tehran, Iran, 
effective 30 April 2013. We have made 
this decision because of  the increased 
level of  sanctions on Iran and rising 
concern about the country’s political 
leadership. We agree with and support 
the work of  UANI.’ Grant Thornton 
International confirmed it has severed 
its ties with former Iran correspondent 
firm Rymand. BDO has no engagement 
in Iran ‘because of  the UN Security 
Council embargo resolutions’, a 
spokeswoman said.

NON-FINANCIAL REPORTING BOOST
The European Commission intends 
to amend two accounting directives 
to assist with greater non-financial 
disclosure by companies. The 
measures would affect about 18,000 
businesses in the EU and improve 
reporting transparency on social 

and environmental issues. The move 
was welcomed by the International 
Integrated Reporting Council. Its 
chief  executive, Paul Druckman, said: 
‘The Commission’s proposals are an 
intelligent and logical milestone on the 
continuing journey towards integrated 
reporting as part of  the evolution in 
corporate reporting globally.’ See 
feature, page 22.

CARROTS FOR COOPERATION
The US Public Company Accounting 
Oversight Board has proposed 
incentives to encourage audit firms 
to cooperate with its investigations. 
PCAOB chairman James R Doty 
said: ‘This policy provides benefits to 
investors and real, tangible incentives 
to cooperate to firms and persons 
associated with firms. Extraordinary 
cooperation may earn parties credit 
in connection with the board’s 
disciplinary processes.’ Such credit 
could mean reduced charges or 
sanctions in a disciplinary proceeding.

Sajjad Karim MEP at a roundtable discussion hosted by ACCA 
USA in New York in April, at which audit regulation was debated

10 News round-up
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Standards do not provide specific 
guidance on rate-regulated activities. 
The IASB is proposing an interim 
standard that would allow entities 
to preserve their existing accounting 
policies, with some modifications to 
enhance comparability. 

FASB CHAIR IS GOLDEN
Russell G Golden takes over as 
chairman of  the US Financial 
Accounting Standards Board from 
Leslie F Seidman from July. Golden 
has been an FASB member since 
2010 and an employee for six years. 
He was previously a Deloitte & Touche 
partner. Seidman spent 15 years with 
the FASB in total. Jeffrey J Diermeier, 
chairman of  the FAF board of  trustees, 
said: ‘During Leslie’s tenure, she worked 
tirelessly to improve US generally 
accepted accounting principles and 
to dramatically reduce the differences 
between US GAAP and International 
Financial Reporting Standards.’

INFO EXCHANGE ‘TO BE COMMON’
Automatic exchange of  information 
to improve tax collection and tackle 
tax evasion will become much 
more common, the Organisation 
for Economic Cooperation and 
Development has predicted in a report 
on progress on tax cooperation. 
OECD secretary-general Angel 
Gurría said that the Foreign Account 
Tax Compliance Act in the US and 
Luxembourg’s acceptance of  automatic 
information exchange had shifted 
the climate among governments. 
The report identifies the Multilateral 
Convention on Mutual Administrative 
Assistance in Tax Matters as the ideal 
legal instrument for the automatic 
exchange of  information. 

MIDDLE EAST M&A DOUBLES 
Merger and acquisition deals in the 
Middle East have doubled in value in 
the last year, according to the latest 
M&A regional report from Ernst & 
Young. The value of  M&A regional 
activity rose from US$7.3bn in Q1 
2012 to US$14.6bn in the same period 
this year. There was a slight decline 
in the number of  deals. Phil Gandier, 

head of  transaction advisory services 
at EY for the MENA region, said: ‘This 
increase can be attributed to growing 
investor confidence, improvement in 
the access to credit, relatively better 
convergence in pricing between 
investors and sellers and a hint of  
improved macro-economic conditions.’

ASIA WARNED OF OVERHEATING
Asia is set for continued substantial 
economic growth, but massive capital 
flows into the continent represent a risk 
of  overheating, warns the International 

Monetary Fund. It predicts that Asia 
will grow at 5.7% this year, leading a 
global three-speed recovery. Growth in 
Asia is now being driven by domestic 
demand, says the IMF, supported by 
consumption, private investment and 
favourable labour market conditions.

GREEN TAX TOOL SHARPENED
The US, Japan, France, South Korea, 
China and the UK are the countries 
taking a lead in their use of  green 
taxation, says KPMG. The assessment 
is based on an analysis of  taxation 

in key policy areas such as energy 
efficiency, water efficiency, carbon 
emissions, green innovation and low 
carbon construction. Barbara Bell, head 
of  KPMG’s environmental tax team, 
said: ‘Governments are increasingly 
using green taxes as a tool to change 
corporate behaviour and to assist with 
environmental policy objectives.’

IRAQI BANKING GROWING FAST
Iraq’s banking sector is growing 
rapidly, according to the first 
comprehensive review of  the country’s 

banks since the fall of  Saddam 
Hussein. The review, conducted by 
Sansar Capital Management, found the 
largest private banks grew aggregate 
net income by 207% between 2010 
and 2012. It predicts further fast 
growth driven by oil revenues in the 
south of  the country, developing 
mobile payment systems and improved 
national connectivity between head 
offices with bank branches, ATMs and 
point of  sale terminals.

Compiled by Paul Gosling, journalist

TAX ONSLAUGHT ‘HITS GROWTH’
Economic growth could be 
constrained by reputational damage 
incurred by government criticisms of 
tax planning, a New York conference 
of tax advisers has been told. 
Frédéric Donnedieu de Vabres, 
chairman of Taxand, warned of the 
dangers of focusing on the immoral 
rather than the illegal. ‘This has 
led some people to believe that 
any sort of supply chain planning 
is now a thing of the past,’ he said, 
adding that these attacks could 
backfire ‘by curtailing investment, 
thwarting growth and compressing 
innovation across the globe’. Robert 
N Lowe, CEO of conference host 
Alvarez & Marsal Taxand US, said 
that governments are increasingly 
interested in transfer pricing 
as a way of combating the ever 
increasing tax planning efforts being 
undertaken by multinationals. 

11Analysis
ALL CHANGE
The European Commission is pushing for the introduction of  mandatory social 
and environmental information disclosure by large companies. But will the 
administrative burdens outweigh the benefits? 



I
t seems for all the world like the 
setting for a Graham Greene novel: 
a British-trained accountant in 
charge of an almost unfathomably 

wealthy state-owned holding 
corporation in a distant outpost. 

Yet Greene would barely recognise 
the 21st century context in which our 
man in Kazakhstan operates. This is 
no flyblown posting, because Peter 
Howes has a senior and influential role 
helping manage the economy of  one of  
the world’s most energetic and thriving 
countries. Kazakhstan is booming, with 
annual GDP growth of  around 8%, 30 
billion barrels of  crude oil reserves, 
putting it 11th in the world oil league 
table, along with 2.5 trillion cubic 
metres of  proven gas reserves.

To maximise these resources 
and galvanise the wider economy, 
Kazakhstan set up two sovereign wealth 
funds – Samruk and Kazyna – in 2006 
along the lines of  Malaysia’s Khazanah 
Nasional strategic investment fund or 
Singapore’s Temasek. The two funds 
merged in 2008 and the resulting huge 
entity, including associates, had a 
consolidated income respresenting 22% 
of  Kazakhstan’s GDP, with US$73bn of  
assets in the industrial sector covering 
energy, mining, chemicals, airlines, 
telecoms and logistics. It also has 
US$28bn of  assets in development 
institutions and commercial banks. 

At its heart is Howes, who cut his 
accounting teeth at Grant Thornton’s 
Southampton office in southern England 
after first working as a Russian translator 
for Newham Council in London, which is 
twinned with a district of  Moscow. 

‘I enjoyed it but realised I wanted  
to break the interpreter’s golden rule 
and tell people what was really being 

meant when people were talking. I was 
going to become either an accountant 
or a lawyer.’ 

After a series of  accounting and 
financial jobs involving Russia and 
central Asia, Howes joined Samruk 
in 2008 as CFO, charged with driving 
through a management information 
project. And as with his translation 
work, he realised there was more to the 
job than was initially apparent.

Culture shift
‘It’s not just about putting in new 
software, it’s about changing how 
people do things,’ he says. ‘The aim is 
[to get companies in Samruk-Kazyna] 
to report on time and proper figures, 
not ones that keep on changing. We’ve 
gone from reporting 45 days after the 
end of  the month to 14 days after, on 
time and with more detail.’

He was appointed a managing 
director (there are about 12 in total) in 
the same year. Initially he focused on 
strategic development but has recently 
turned to attracting foreign investment 

with a focus on the UK alongside his 
core corporate governance and risk 
management roles. The aim, he says, 
‘is to provide a layer of  governance 
between ministers – who have little or 
no experience of  the commercial world 
– and companies who need to become 
more commercial’. Accounting, 
corporate governance and financial 
probity are at the heart of  this project.

Howes acknowledges that Kazakh 
accountancy rigour falls short of  
textbook international standards. ‘We 
have over 300,000 staff  but very few 
qualified accountants,’ he says. He 
reckons that on his arrival, around 10% 
were trained, mainly to International 
Financial Reporting Standards diploma 
level rather than ACCA standard. ‘Now 
that’s up to around 25%. Hopefully it 
will go up to 50% in a couple of  years 
and the next stage is to get them fully 
qualified by ACCA.’

Samruk-Kazyna is working closely 
with ACCA. ‘What we lack are qualified 
accountants to guide students through 
their studies and apply what they learn 
to the real world. I’m really pleased 
ACCA has set up in Kazakhstan; it’s 
helping to drive people.’

Poor record
Yet Kazakhstan’s human rights and 
corruption records are spotty. Human 
Rights Watch says the picture has 
deteriorated since 2011, citing strict 
controls on freedom of  assembly and 

strikes, and attacks on journalists. 
Meanwhile, in its 2012 Kazakhstan 
attractiveness survey, Ernst & Young 
found that 50% of  respondents felt 
the level of  legal and regulatory 
transparency was insufficient.

Perhaps it is a sign of  progress that, 
while working for an authoritarian 
government led by a president who has 
held the post since independence in 

REALM OF GOLD
As one of the managing directors of sovereign wealth fund Samruk-Kazyna, Peter Howes 
is bringing financial probity to an entity that generates a quarter of Kazakhstan’s GDP

‘YOU NEED TO HIRE PEOPLE PROPERLY, NOT BY 
PHONE CALLS THAT GIVE A JOB TO SOMEONE’S 
THIRD COUSIN’S DAUGHTER’
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The CV
2008

Managing director, Samruk-Kazyna. 

2008
CFO, Samruk.

2007
CFO, Nitol Solar.

2003
Group FD, Aricom.

2002
Ran his own consultancy firm.

2001
FD, UK cement division of Cemex. 

1997
FD, Cemex Latvia.

1993
Managing consultant, 
PricewaterhouseCoopers Russia.

1990
Grant Thornton. 

1990
Graduated in Russian and German, 
University of London.

1991 and with only minor opposition 
parties – Howes feels able to 
acknowledge the challenges. ‘There’s 
a lot of  corruption. We’ve had a few 
high-profile cases, with people put 
behind bars. The appetite at the top 
to tackle corruption is definitely there. 
The appetite at the middle is probably 
less there. People often take a job not 
for the salary but for the money they 
can make from not stamping this or 
that document.’

On the other hand, matters are 
improving. He says: ‘There are hotlines 

procedures throughout Samruk-Kazyna. 
‘Corruption starts in the hiring process,’ 
says Howes. ‘If  you hire people by 
phone, the problem has already started. 
You need to hire people properly, not by 
phone calls that give a job to someone’s 
third cousin’s daughter. Everybody 
has agreed to changing that, so it’s a 
question of  implementing it in a way 
that makes it stick.’ 

Departmental decamps
Another cultural problem for HR is that 
directors in charge of  departments 
tend to take their whole team with 
them when they move. ‘Their staff  
don’t want to lose the protection 
they get from their manager,’ Howes 
explains. ‘You lose all continuity.’ In 
April, an act was passed forbidding the 
process. Now, managers can take only 
their PA and perhaps their bodyguard 
with them, says Howes.

All this means that Howes recognises 
that at times he must remain sanguine 
about the pace of  accounting reforms. 
‘We sometimes decide there are 
some things that we can’t do yet. 
We have independent directors in all 
our joint stock companies but they 

The tips
*Culture: ‘Things are fairly 
relaxed. You are free to worship 
who you like. Women don’t have to 
wear the veil. A lot of Kazakhs drink 
moderately. If you get invited to a 
banquet, you should go.’

*Language: ‘There is a drive to 
speak Kazakh. Russian is spoken 
within the Samruk-Kazyna fund, 
but we are getting more and more 
English spoken as expats move in.’

*Location: ‘Kazakhstan’s largest 
city Almaty is lovely in the summer, 
with lots of cafes, and it’s not too 
cold in the winter. It’s a different 
story with steppes capital Astana 
but culturally it is changing, with an 
opera/ballet house and lots of wavy 
buildings. It’s a little like Dubai.’

*Bureaucracy: ‘The Soviet 
machine hangs on in Kazakhstan, 
with expenses for air travel, for 
example, paid only when both ticket 
and boarding card are submitted; 
expats may be asked to present 
the necessary passport stamp too. 
Samruk-Kazyna recently moved to 
electronic signatures between head 
office and subsidiary companies.’

for people to complain, ombudsmen, a 
lot of  measures are being put in place.’ 

The government is also tackling 
the reams of  paperwork that bedevil 
everything from planning permission 
to setting up a small business: ‘The 
government is trying to cut out a 
whole raft of  documents – the fewer 
documents you have, the more you can 
cut out corruption.’

Public sector pay has risen above 
inflation for several years to reduce the 
temptation for corruption, while another 
initiative involves a revamp of  HR 

‘DON’T FALL INTO THE 
NORMAL EXPAT TRAP OF 
THINKING YOU KNOW 
EVERYTHING AND THEY 
KNOW NOTHING’
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The basics
KAZAKHSTAN 
* Population: 16.5 million. 

* Corruption index: 133 out of 
176 in the world.

* IFC Doing Business Survey: 
49th out of 185 countries. 

* GDP per capita: US$13,900. 

SAMRUK-KAZYNA 
Kazakhstan set up its Samruk and 
Kazyna sovereign wealth funds in 
2006 and merged them in 2008. 
Assets include the state oil and gas 
company, state railways, mining 
companies, telecoms, airline, 
electricity utilities as well as the 
Development Bank of Kazakhstan.

ACCOUNTING  
* The country has around 8,000 

CFOs and chief accountants.  

* There are 161,000 SMEs and 
15,100 medium and large 
companies; 7,955 companies 
are public and/or listed. 

* There are more than 50 ACCA 
students and members in 
Samruk-Kazyna’s subsidiaries.

don’t yet have the desired impact. 
We now gather them together twice a 
year to talk about different initiatives 
and encourage them not only to be 
independent but also to drive change. 
People are getting hold of  the idea of  
accountability but you can’t expect it to 
happen overnight.’

KPMG conducts regular independent 
diagnostics for Samruk-Kazyna, rating 
the businesses out of  100 on a range of  
corporate governance measures. ‘KMPG 
presented their findings and senior 
people from Samruk-Kazyna companies 
were sat there looking at scores of  38% 
and 50%, realising they were being 
benchmarked against international 
standards and each other. The company 
that got 38% got the message and 
scored 60% the next year.’ 

Howes has also been busy reviving 
an initial public offering programme 
delayed by the 2008 global economic 
crisis. Generally this involves selling 
10% stakes in state-held companies 
and ensuring employees become 
shareholders. ‘It will really drive 
change. You are likely to get more 
people saying, “This is my money, my 
family’s money that you are playing 

around with. Why don’t we do this a 
better way?”’

Compromise and an understanding 
of  Kazakh culture are essential. ‘You 
have to explain what the benefits 
are and try not to be officious,’ says 
Howes. ‘These people aren’t thick. They 
may not have the same experience 
but they are clever. You need to take 
that into account and not fall into the 
normal expat trap of  thinking you know 
everything and they know nothing.’

Push for change
The local culture, argues Howes, is 
likely to play a large part in attracting 
Western accountants to a country keen 
to recruit more. ‘The push for change 
is amazing. Yes, you have the old guard 
and a bit of  jingoism, but the drive is 
coming from the president. He has said 
the country needs to hire expats.’

Breaking a rigid pay structure will 
also be an incentive, says Howes, who 
admits: ‘A lot of  expats won’t want to 
work for us as we probably don’t pay 
enough. But we are breaking the pay 
scales and are going to be like the rest 
of  the world and fight for talent. We’ll 
cast our net very wide.’ 

Howes – currently the only expat 
in an office of  150 people – thinks 
that any accountants who follow his 
path will not be disappointed. ‘People 
talk about the BRIC countries but I 
think they should get their spelling 
right. The concept should be firmed 
up and turned into BRICK with the 
addition of  Kazakhstan. If  you look 
at the geography this makes sense as 
Kazakhstan links Russia, India and 
China, just as in the Silk Route days.’

Mark Rowe, journalist
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I
t is, of course, well known that 
poor public accounting is one 
reason why the Greek government 
and its economy are in trouble, 

but the extent its economic statistics 
have been massaged is only just 
becoming clear. Until October 2009, 
the country’s deficit stood at just 
3.7% of gross domestic product 
(GDP), when it was adjusted to 12.5%. 
The then Pasok socialist government 
decided in 2010 to appeal for help 
to the European Union (EU), the 
European Central Bank (ECB) and the 
International Monetary Fund (IMF), 
but this time with an even larger 
official deficit for 2009 – reported at 
15.4%. The ensuing loan agreements, 
known as the Memoranda, have 
imposed harsh austerity measures, 
compounded by a six-year recession, 
pushing unemployment towards 30%.

In another political twist that could 
further damage public faith in Greek 
financial reporting, there are now 
claims that this higher figure of  15.4% 
may itself  not have been accurate. 
In an almost bizarre twist of  fate, in 
January this year the head of  the Greek 
statistical authority (Elstat), Andreas 
Georgiou, and two senior officers were 
charged by Greek prosecutors with a 
felony of  falsifying the 2009 deficit 
data by increasing the 13.6% figure 
to 15.4%. (Georgiou, a former IMF 
official, is nonetheless still in his post 
and vigorously denies the charges.) 

Members of  the Elstat board at the 
time are alleged to have disagreed with 
the methodology used for calculating 
the 2009 deficit. And Zoe Georganta, 
one of  the dissenting board members, 
accused Georgiou of  intentionally 
producing a higher deficit, similar to 
that of  Ireland, so that an appeal to 
the IMF would be inevitable. In her 
view, the reason ‘was to get into the 
Memoranda agreements and lead 
Greece to its current misery’. She 
sees behind all this a wider strategic 
aim to bring down European labour 
costs to increase its competitiveness 
with markets such as China, India or 
Brazil. ‘Greece with its problems was 
the most suitable country to start this 
experiment of  reducing labour cost 
and “Chinafication” of  Europe,’ she 

argued in an article in Greece’s leading 
Eleftherotypia newspaper. 

‘Misreported figures’
But do those claims withstand real 
scrutiny? Georgiou has noted that from 
2004, the EU statistics agency Eurostat 
had ‘produced a comprehensive report 
on the revision of  the Greek government 
deficit and debt figures, showing how 
the Greek statistical authorities had 
misreported figures on deficit and 
debt in the years between 1997 and 
2003’. He said that since August 
2010, when he took up his post, ‘the 

Greek public finance statistics have 
been accepted by Eurostat without any 
reservations... This holds true also for 
the fiscal deficit of  2009.’ Georgiou 
wonders why ‘a criminal prosecution 
for erroneous production of  the public 
finance statistics of  the country did not 
take place when Greek statistics were 
a constant source of  concern for the 
European and international community’ 
but occurred only when Eurostat was 
happy at last with Greek financial data. 

Eurostat has stood by Georgiou, 
expressing its ‘deep concern’ over the 
announcement of  the prosecution 

GREECE: 
STOPPING 
THE ROT
The economic and social chaos that has riven Greece in 
the past few years appears at last to be subsiding, but 
new revelations do not make encouraging reading
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and refuting ‘all allegations that the 
deficit of  2009 was overestimated’. 
The agency’s director general, Walter 
Radermacher, wrote that ‘in this 
difficult situation, Mr Georgiou retains 
my full confidence’. Similar support 
came from various international 
organisations, including the 
International Statistical Institute and 
the Royal Statistical Society in the UK. 

Political controversy does not 
surround only data in Greece. The 
country ranked 80th out of  183 
countries worldwide in the Corruption 
Perceptions Index of  Transparency 

International for 2011. An Ernst & 
Young study, conducted between 
November 2011 and February 
2012, found 68% of  businessmen 
admitting that ‘bribery/corruption 
practices are often adopted’, while a 
staggering 89% agree there is ‘a lot of  
corruption in Greek society’.

KPMG partner Christian Thomas, 
head of  transaction, restructuring and 
forensic services in Greece, says that 
tax evasion, corruption and fraud are 
interrelated in the Greek environment. 
‘They constitute symptoms of  an 
anachronistic way of  business 

interaction between the Greek state, 
the private sector and Greek citizens 
which diminish our ability to grow and 
succeed in the corporate arena based 
on our true competitive advantages and 
dynamic entrepreneurial spirit,’ he says.

The state of  the Greek media 
illustrates the issue. In 2009 Greece 
had 39 national daily newspapers, 
23 national Sunday papers and 14 
national weekly papers, nine national 
TV and dozens of  radio stations. A 
2006 cable from the US Embassy in 
Athens, obtained by Wikileaks, asked: 
‘How can all these media outlets 
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operate profitably? They don’t. They 
are subsidised by their owners who, 
while they would welcome any income 
from media sales, use the media 
primarily to exercise political and 
economic influence.’

A 2012 study on tax evasion by 
the Fama-Miller Center for finance 
research, at the University of  Chicago 
Booth School of  Business, sheds 
some light on the web of  interests. It 
notes: ‘Out of  14 industries [whose 
professionals are also MPs], the three 
most tax-evading [professions] account 
for about half  of  the parliamentary 
votes; the four most tax-evading 
industries account for approximately a 
supermajority of  votes.’ 

The study also found indications 
that Greek MPs, who in 2010 failed to 
pass a bill mandating tax audits for 
reported income below a minimum 
amount in 11 occupations, may have 
had personal incentives related to their 
industry associations. The occupations 
included doctors, dentists, lawyers, 
architects, engineers, consultants and 
accountants but was dropped by the 
300-seat Greek parliament, which at 
that time had 40 MPs from a medical 
background, 43 from engineering, 
28 from education and 40 from 
accountancy and financial services.

Still, things are gradually improving. 
‘Greek private companies and public 
organisations have considerably 
changed their mindset and are 
planning to impose stricter policies 
and procedures in order to prevent 
corruption and fraud incidents, 
mainly driven by the need to reduce 
expenses, control their budgets and 
avoid financial scandals which put 
their reputation at risk,’ says Thomas. 
If  these changes are maintained, then 
Greek’s long and painful recession 
might just have done some good. 

Thomas believes that the main 
challenge is to ‘infuse a more 
sophisticated business mentality in 
our society, meaning that onwards we 
should do business within a context of  
transparency, compliance to regulations 
and healthy competitiveness. In 
addition, the implementation of  
efficient forensic tools and fraud 
management systems is imperative.’

Nowhere is the need for reform more 
pronounced than on the issue of  tax 
evasion as a state in desperate need of  
income appears unable to collect taxes. 
According to the Greek finance ministry, 
there are more than 21,000 registered 
offshore companies, over 16,000 of  
which are active. Yet as deputy finance 
minister George Mavraganis revealed in 
parliament, in 2012 the 965 offshore 
companies paying a new tax for 
properties owned in Greece paid just 
€345,200, or approximately €360 each. 
Considering the tax rate of  15%, each 

property was valued at no more than 
€2,400 on average.

However, although also warning 
about tax evasion, the IMF has 
recently hailed Greece’s efforts with 
its finances. ‘Progress on fiscal 
adjustment has been exceptional by 
any international comparison,’ it noted.

‘Political will’
Panayiotis Pantelis, tax adviser to the 
Professional Chamber of  Athens and 
president of  the Athens-based European 
Centre of  Economic and Tax Analysis, 
says that tackling tax evasion ‘is simply 
a matter of  political will’. The state 
could have already collected more tax 
than it has this year, yet it extended 
personal tax return deadlines to 31 
May, with a similar delay on corporate 
tax returns to 9 May. ‘Since there is no 
obvious reason for this, as the tax return 
process has not changed it is as if  we 
don’t want to collect money,’ he says.

And with thousands of  civil servants 
being laid off  under pressure from 
Greece’s international lenders, the 
whole tax collection mechanism has 
been weakened. The remaining tax 
employees are left issuing access 
codes for the electronic tax system 
or making provisional and not 
regular audits, compounding the 
ineffectiveness of  the system. There is 
now no one on the beat looking for and 
preventing tax evasion, says Pantelis, 
who believes that simplifying Greece’s 
complex tax code would aid collection.

Tax evasion exists in all European 
countries but in Greece it is profound. 
The lack of  tax conscience is not only 
because of  the complex tax system 
but because those few that pay tax 
see little return for their money. ‘We 
are talking about billions of  euros lost 
each year just on VAT, with undeclared 
transactions amounting up to 25% 
of  the GDP,’ Pantelis says. ‘It’s an 
explosive mix. The problem we have 
today is that by increasing the tax 
rates we push people into tax evasion. 
If  tax rates were lower, if  there were 

regular audits and cooperation with the 
professional bodies, results would have 
been much better.’

And the Memoranda agreements 
have not helped. They are based on 
increasing tax rates, but in Greece, 
this almost certainly leads to the state 
getting less money, Pantelis notes. He 
says that while the bailout agreements 
have encouraged government and law 
enforcement to be more proactive in 
fighting corruption and fraud, ‘the 
big pathogenesis of  tax evasion is 
still intact which causes tremendous 
social injustice and makes our 
business environment unattractive 
for investments,’ he said. As long as 
Greeks cannot agree unanimously 
to a new model for sustainable 
economic development and effective 
tax administration, adds Thomas, ‘it 
will be extremely difficult to overcome 
the cycle of  recession and achieve our 
long-term strategic objectives’. 

Pantelis says that the message of  
probity needs to be made early: ‘The 
first measure that needs to be taken 
is not a matter of  the finance ministry 
but of  the ministry of  education,’ he 
says: ‘There should be a lesson that 
explains to children what it means 
not to get a receipt when buying 
something. It may not solve immediate 
problems but it may provide long-term 
solutions in the future.’ 

Michael Kosmides, journalist based 
in Athens

‘THE BIG PATHOGENESIS OF TAX EVASION IS STILL
INTACT WHICH CAUSES TREMENDOUS INJUSTICE’ 
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LESSONS FROM 

PAKISTAN 

T
here are several definitions 
of governance in use but the 
following, provided by the 
Audit Commission UK (2009), 

seems to be the most appropriate and 
up-to-date definition for the public 
sector: ‘Ensuring the organisation 
is doing the right things, in the 
right way, for the right people, in a 
timely, inclusive, open, honest and 
accountable manner.’

In the public sector, poor 
governance, corruption and fraud 
have a serious impact on the cost and 
quality of  service provision, resulting 
in the depletion of  precious resources 
and the loss of  public trust. This is 
why fighting fraud and corruption 
is a priority for most governments, 
particularly given that two thirds of  
countries surveyed by Transparency 

International’s Fraud Barometer 
showed a high propensity for fraud and 
corruption (see box overleaf).

The poor, whether in developing or 
highly industrialised countries, suffer 
most from corruption. They are also 
more pessimistic about the prospects 
for less corruption in the future.

In Pakistan, poverty alleviation 
remains a pressing issue. According to 
the Human Development Index, 60.3% 
of  Pakistan’s population lives on under 
US$2 a day, compared with 47% in 
nearby India. Wealth distribution in 
Pakistan is highly uneven, with the top 

10% of  the population earning 26.1% 
and the bottom 10% earning only 
4.4% of  the income. According to the 
United Nations Human Development 
Report, Pakistan’s human development 
indicators, especially those for women, 
fall significantly below those of  
countries with comparable levels of  
per-capita income. 

In Pakistan, several state-run poverty 
alleviation programmes are being 
funded by official ‘Zakat’ collections. 
Zakat is an obligation for Muslims to 
give a specific amount of  their wealth 
to the poor and needy. In existence for 

(Top) A Hindu boy and family living under a bridge in Karachi and (above) 
a mother and children in their house in a slum on the outskirts of Islamabad 
highlight the fact that poverty alleviation remains a real problem in Pakistan
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Nida Naeem ACCA 
looks at how corruption, 
poor governance, lack 
of accountability and 
transparency have damaged 
a poverty alleviation scheme 
in Pakistan and affected 
public trust



A STATE-ADMINISTERED SYSTEM OF ZAKAT CAN
BE A BIG SOURCE OF WELFARE SPENDING WITH
POTENTIALLY LESS INCIDENCE OF EVASION

over 1,400 years as a personal charity 
obligation, this was formalised by the 
government of  Pakistan in 1980 as the 
Zakat and Ushr Tax.

Under this programme, Zakat is 
deducted at source by commercial 
banks in the Islamic month of  
Ramadan and credited in the Central 
Zakat Council’s (CZC) account 
maintained at the State Bank of  
Pakistan. Disbursements are made 
through district level local Zakat 
committees in the form of  subsistence 
allowances and through educational, 
health and social welfare institutions 
and Islamic schools or mudarassahs. 
About 40% of  the Zakat funds are 
retained by CZC and are transferred 
to the national medical, educational 
and welfare institutions, bait-ul-
mal fund and some are distributed 
in emergencies among the people 
affected by flood, earthquakes and 
other natural calamities. 

In Pakistan, where Muslims account 
for 95% of  the population, a state-
administered system of  Zakat can be 
a big source of  welfare spending with 
potentially less incidence of  evasion 
due to its religious nature; nonetheless, 
a vast majority of  Zakat is paid 
informally without going through any 
governmental channel. To understand 
the potential for Zakat to alleviate 
poverty, the amount of  Zakat that can 
be collected in the economy must be 
estimated. As Zakat was introduced 
some 1,400 years ago, Islamic scholars 
today have different opinions about the 
assets on which Zakat is deductible.

In The principle of socio-economic 
justice in the contemporary fiqh of 
Zakah (1987), Monzer Kahf  used 
three opinions on the Zakat base 
(ranging from liberal to the strictest) 
to estimate the average Zakat rate as 
a percentage of  GDP for a sample of  
eight countries. In Role of Zakat and 
Awqaf in poverty alleviation (2004), 
Habib Ahmed estimated that using the 
lower rate (if  Zakat accounts for 1.8% 
of  the GDP), the incomes of  8.2% of  
the poor in Pakistan can be increased 
by US$1 per day, whereas 3% of  the 
poor can have an increase in income 
of  $2 per day. If  the higher average 

Zakat rate as a percentage of  GDP, ie 
4.3%, is used, potentially 19.7% of  the 
poor population of  Pakistan can have 
an increased income of  $1 per day, or 
7.2% can see their incomes increased 
by US$2 per day.

Poverty elimination through potential 
Zakat collection in the OIC-member 
countries, produced by Nasim Shah 
Shirazi, Md Fouad Bin Amin and Talat 
Anwar in 2009, estimated that in 
Pakistan, additional resources to the 
value of  1% of  GDP can eliminate 
poverty under US$1.25 a day where 
elsewhere the shortfall of  resources 
to eliminate poverty under US$2 
a day is 6.77% of  GDP. The report 
estimates that the potential Zakat 
collection, if  administered properly, 
would be between 1.57%-4.31% of  
GDP. If  this were achieved, no one in 
Pakistan would live under US$1 a day 
and a substantial portion of  the poor 
population would be lifted from poverty 
under US$2 a day.

However, repeated corruption, 

embezzlement and misappropriation 
scandals have damaged the credibility 
of  the government’s Zakat programme. 
In fiscal year 2011, the Zakat and 
Ushr Ministry spent Rs69.21m on 
advertising in violation of  the Zakat 
and Ushr Ordinance and Rs286.1m on 
the ‘administrative expenses’ of  Zakat 
committees in Punjab that were not 
functional, according to the auditor 
general of  Pakistan.

The report Pakistan: A Profile of 
Poverty, published in the Journal of 
Economic Cooperation Among Islamic 
Countries, shows that acquaintanceship 
or other association with the local 
Zakat committee chairman or 
members have commonly been cited 
as the reason for being on the list of  
Zakat beneficiaries. 

The same report shows that in 
Pakistan, 14% of  the committee 
members are corrupt and 13% give 

Zakat funds to their friends and 
acquaintances. In 10% of  cases, it 
was found that the money recorded 
as disbursed in committees’ registers 
was more than what was actually 
disbursed. In addition, Zakat funds 
are often used for political purposes. 
Beneficiaries have complained of  
infrequent payments, bureaucratic red 
tape, extortion and bribery. 

Philanthropic nation
The public is thus hesitant to 
contribute Zakat into an official 
pool and prefers to pay it directly to 
beneficiaries. Interestingly, while people 
are averse to giving Zakat through 
government channels, Pakistan leads 
South Asian countries in philanthropic 
giving as a percentage of  GDP. In 1998, 
Pakistan received Rs6bn in foreign aid 
grants, while the public gave Rs30bn as 
money for charitable purposes.
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A boy collects plastic goods from a pile 
of garbage in the main sewerage area 

in Lahore. According to the Human 
Development Index, 60.3% of Pakistan’s 

population lives on under US$2 a day

A possible explanation for Zakat 
payers’ preference for using informal 
channels may be that Zakat paid to the 
state can be used to estimate personal 
wealth. Although Zakat is a religious 
obligation, which is rarely evaded, tax 
evasion is widespread in the country 
– in 2011, the tax to GDP ratio in 
Pakistan was 9.1%. 

The lack of  a proper information 
system deters efficient operation of  
the state’s Zakat programme. The 
government of  the largest province – 
Punjab – on its website admits difficulty 
in detecting fraud and to the need 
for an online database of  beneficiary 
information. Also, for the public to 
hold public sector programmes and 
organisations to account, information 
needs to be accessible and timely.

Improvements in governance and 
administration are vital to turn the 
programme around. Public disclosure 
of  annual plans for the receipts and 
expenditure of  Zakat institutions as 
well as audited accounts would go a 
long way in increasing transparency, 
building public trust and improving 
financial management. In addition, a 

robust monitoring and accountability 
mechanism to identify and penalise 
violations of  protocols, checks 
and balances (such as spot checks 
conducted by district officials at village 
level), and independent audits would 
aid transparency and accountability, 
while deterring politicisation and 
misappropriation. Accountants and 
auditors have a critical role in helping 
to prevent and detect fraud.

On the other hand, effective 
accountability based on disclosure 
and reporting is likely to require 
some level of  training in financial and 
management skills for the public at 
large or (in the case of  Pakistan where 
a majority of  population is illiterate) 
for those undertaking a representative 
or advocate role (eg elected officials). 
Similarly, practices of  disclosure and 
reporting, while retaining accuracy and 
precision, should be communicated 
with the non-specialist in mind.

Nida Naeem ACCA is chairperson, 
subcommittee for the public  
sector, Members Network Panel,  
ACCA Pakistan

Transparency International (2009) 
has identified the following 
concerns: 

* About one in 10 people around 
the world had to pay a bribe in 
the previous year and reported 
bribery had increased in some 
regions, such as Asia Pacific 
and south-east Europe.

* Bribery was particularly 
widespread in interactions with 
the police, the judiciary and 
registry and permit services.

* The general public believed 
political parties, parliament, 
the police and the judicial/legal 
system are the most corrupt 
institutions in their societies.

* Half  of  those interviewed – and 
significantly more than four 
years ago – expected corruption 
in their country to increase in 
the next three years.

* Half  of  those interviewed also 
thought that their government’s 
efforts to fight corruption  
were ineffective.

 *GOING CONCERNS
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J
ust as the International 
Integrated Reporting Council 
(IIRC) was launching its 
consultation on the draft 

international integrated reporting 
framework in London, the European 
Commission in Brussels was 
pushing for large companies to 
disclose information on social and 
environmental matters.

The European Union’s internal 
market commissioner Michel Barnier 
tabled on 16 April an amendment to 
the EU’s fourth (78/660/EEC) and 
seventh (83/349/EEC) directives on 
annual and consolidated accounts. The 
reforms will oblige firms with over 500 
employees to disclose information on 
policies, risks and results regarding 
environmental, social and employee 
aspects, respect for human rights, 
anti-corruption and bribery issues, and 
diversity on boards of  directors.

The proposals have been made 
because existing legislation only asks 
companies to provide non-financial 
information in their annual reports 
‘where appropriate and to the extent 
necessary for an understanding of  the 
company’s development, performance 
or position’. Meaning it is optional and 
Brussels thinks not enough companies 
have been playing ball.

‘The requirements of  the existing 
legislation have proved to be unclear 
and ineffective and applied in different 
ways in different member states,’ an 
EC statement acknowledges, noting 
that fewer than 10% of  the largest 
European companies disclose non-
financial information regularly.

Barnier, a Frenchman, thinks this is 
a bad thing: ‘This is about providing 
useful information for companies, 

investors and society at large – much 
demanded by the investor community,’ 
he says, noting that companies which 
report on both financial and non-
financial performance ‘have lower 
financing costs, attract and retain 
talented employees and, ultimately, are 
more successful.’

Logical milestone
Carmel Dunne, a spokesperson at the 
EC, says the proposal was not directly 
inspired by the work of  the IIRC. But 
Brussels was following it closely, 
she adds. And the IIRC seems to be 
keeping an eye on the EU: ‘We believe 
the Commission’s proposals are an 
intelligent and logical milestone on the 
continuing journey towards integrated 
reporting as part of  the evolution in 
corporate reporting globally,’ says Paul 
Druckman, IIRC CEO. 

‘The production by businesses 
of  non-financial information is the 
essential first step in equipping 
providers of  financial capital with the 
data they need to make efficient and 
effective capital allocation decisions.’ 
he continues, adding: ‘For investors 
to have confidence in the resilience 
of  the business model, companies 
need the right reporting framework to 
enable them to integrate processes 
and decision-making, reduce silos 
and trigger board discussions that 
reduce risks and improve the long-term 
prospects of  the business.’

All this aside, Brussels is still 
avoiding a rigid accounting law on 
non-financial reporting. It wants 
flexibility and ‘non-intrusiveness’ about 
how companies can report their non-
financial information. ‘Companies may 
use existing national or international 
reporting frameworks and will retain 
their margin of  manoeuvre to define 
the content of  their policies, and 
flexibility to disclose information in 
a useful and relevant way,’ says an 
EU memorandum. The proposals 
say reporting guidelines that can be 
followed include those of  the UN Global 
Compact, the International Organisation 
for Standardisation’s sustainability 
standard ISO 26000, or the German 
Sustainability Code, among others. 

Companies will also only have to 
report information relevant to their 
business. ‘When companies consider 

that some policy areas are not relevant 
for them, they will be allowed to explain 
why this is the case, rather than 
being forced to produce a policy,’ the 
Commission’s memorandum explains.

‘All efforts have been made to avoid 
an undue administrative burden,’ says 
the EC. This explains why small and 
medium-sized enterprises (SMEs) have 
been spared by this proposal. ‘The 
costs for requiring…SMEs to apply the 
new rules could outweigh the benefits,’ 
explains Barnier.

Investors have welcomed Barnier’s 
announcement as a step in the right 

DIRECTIVE CHANGE
Brussels now wants environmental and social information disclosed by large companies. 
We investigate the repercussions of the proposed reporting amendments

‘THE EXISTING LEGISLATION HAS PROVED TO BE
UNCLEAR AND INEFFECTIVE AND APPLIED IN
DIFFERENT WAYS IN DIFFERENT MEMBER STATES’
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Bright tomorrow? Larger companies
may be forced to assess how social  
and environmental factors will affect  
their business going forwards

direction. ‘Pressuring companies to 
provide investors with more transparent 
information on sustainability is an 
important step in putting sustainable 
development at the heart of  capital 
markets,’ says Steve Waygood, chief  
responsible investment officer at Aviva 
Investors and member of  the EC’s 
expert group on narrative reporting. 

‘We believe that it’s really a positive 
push and good management practice,’ 
Ilse Moens, director at PwC Belgium, 
tells Accounting and Business. She 
believes such reporting prepares 
companies for the future, forcing them 
to assess how different social and 
environmental elements can affect their 
business. This prompts companies 
to develop strategies beyond reacting 
to markets, she adds. ‘Companies 
are thus looking at risks that are not 
materialised today, but can be in the 
next five to 10 years and be prepared.’

‘We have a lot of  companies that 
have gone through this type of  
reporting,’ adds Marc Daelman, PwC 
Belgium partner. And once they do, 
they start seeing the added value, he 
says. ‘In the past they had more silo 
thinking, with departments focusing 
on the environmental or social side.’ 
Holistic reporting requires corporate 
maturity, he believes. ‘Some companies 
are afraid of  being more transparent, 
putting quantitative measures on social 
and environmental issues – are we not 
shooting ourselves in the foot because 

we don’t meet those objectives, 
although for good reasons?’

According to Moens and Daelman, 
the costs of  reporting will be minimal 
for most companies, although it will 
take investment, say the two executives.

Executives will also need to work to 
convince doubters: ‘Some company 
leaders can prove that it has a positive 
effect, and others equally say that it 
doesn’t have any impact,’ Moens says.

Burden not benefit
And indeed, some companies only 
see added administrative burdens, 
not added value. ‘The proposed 
regulatory approach to corporate 
social responsibility [CSR] is running 
the risk of  demotivating all companies 
that have embarked on genuine 
CSR activities on their own, says 
Jürgen R Thumann, president of  
BusinessEurope, which represents both 
small and large European companies. 
‘Instead of  applying a ticking-the-
box approach, the business-driven 
purpose of  CSR – to contribute to 
business goals by addressing social 
and environmental challenges over and 
above what is required by law – must 
be safeguarded,’ he adds. 

Wim Bartels, KPMG sustainability 
partner at KPMG Advisory in the 
Netherlands, adds: ‘The proposed 
legislation by the EC will imply an 
additional burden for those big 
companies who haven’t paid much 

attention yet to the topics referred  
to in the legislation.’ And he predicts 
the legislation will not convince 
sceptical companies of  non-financial 
reporting benefits. ‘They will treat [it] 
largely as a compliance requirement 
and will not see any additional benefit.’ 
However, he welcomes the opt-out 
for companies not having to provide 
information for areas where they have 
no policy.

And it will help already supportive 
companies, says Bartels, as they ‘will 
be able to demonstrate their efforts 
and focus now, supported by formal 
legislation, and can showcase their 
leading position’.

The cost-benefit ratio depends on 
each company’s profile and strategy, 
he adds, predicting some companies 
will use the new reporting requirement 
to promote organisational change. ‘All 
other companies who follow their peers 
in reporting only, or believe reporting 
is ‘just needed to keep up the image’, 
already suffer from current reporting 
practice,’ Bartels notes.

The legislation will now be debated 
by the European Parliament and the 
EU Council of  Ministers. If  passed, 
the proposal should force 18,000 
companies to undertake non-financial 
disclosure, with their 2017 annual 
reports being the deadline.

Carmen Paun, journalist based  
in Brussels

   MORE ON IIRC CONSULTATION 
    DRAFT, AB, MAY EDITION

           www.accaglobal.com/framework    
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T
o listen to 
opposing sides 
in a polarised 
debate, 14 February 2013 

could go down as a St Valentine’s Day 
Massacre of Europe’s capital markets or 
the start of a love affair with regulation 
that could help prevent speculative 
trading turning boom to bust.

Presented on that date, the European 
Commission’s revamped draft directive 
for a financial transaction tax (FTT) in 
11 participating EU member states 
is expected to generate as much as 
€57bn annually for the EU and the ‘FTT 
zone’ countries as they deal with the 
economic fallout for which many EU 
politicians blame the financial sector.

In the real economy, it has led to 
warnings of  a credit crunch with 
consequences beyond the FTT zone 
nations – Austria, Belgium, Estonia, 
France, Germany, Greece, Italy, Portugal, 

Slovakia, Slovenia and Spain – if  it 
comes into effect as proposed in 
January 2014. 

The proposed FTT would tax 
transactions in equities, bonds, fund 
units and derivatives at minimum 
rates of  0.1% for bonds and shares 
and 0.01% on the value of  derivatives. 
Superficially, these rates look low, but 
the devil is in the detail of  what Ernst  
& Young has dubbed ‘the tiny tax with 
big effects’.

In a recent alert to clients, EY 
describes how the tax would apply to 
buyers and purchasers where each 
was defined as a financial institution 
(FI). The definition is broad and, in 
EY’s view, will probably encompass 

treasury companies, 
pension funds, and other non-
financial sector entities with a 
significant average value of  financial 
transactions.

The risks extend to other nations 
because any entity falling into 
these definitions would be taxed on 
transactions with parties based in the 
FTT zone or for transactions in financial 
instruments issued there. It would also 
apply, with some exceptions, to each link 
in a chain of  transactions – for example 
when parties use a blend of  instruments 
(contracts-for-difference, swaps, futures, 

options, etc) to cover risks involved in 
price movements.

EY highlights the financial risks 
inherent in FTT provisions on liability 
to pay. Each party to a transaction, 
including non-FIs, would be jointly and 
severally liable for unpaid FTT. So a 
seller paying FTT could also be liable if  
the purchaser did not. 

New compliance systems will be 
needed to pay the FTT on the same 
day the liability arises (three days in 
the case of  paper transactions). In 
practice, EY says, compliance will 
mean separating financial transactions 
by location, counterparty status (FI/
non-FI), and place of  issuance of  the 
financial instrument. It will also require 

systems 
to report to, 
and account to, 
tax authorities in the 
participating member 
states. Tax authorities in 
different states could set 
different FTT rates (though 
the proposed rates are the 
minimum permissible) and 
implementation procedures.

EY reckons that FIs will pass 
on some €35bn (US$45bn) 
annually in FTT costs. The likely 
results are higher borrowing and 
hedging costs, lower returns on pension 
and investment fund assets, and higher 
energy and commodity costs. 

Alarming predictions have been 
made about the effect on the market for 
repurchase agreements (repo), where 
banks raise short-term funding and put 
up government bonds as collateral.

The FTT as currently framed could 
see repo in Europe contract by at least 
66%, says a study for the International 
Capital Market Association (ICMA). Repo 
and securities lending should be exempt 
from the FTT, according to Richard 

‘IF THE PROPOSALS GO AHEAD AS FRAMED, I THINK 
THERE WILL BE CAPITAL FLIGHT FROM THE EU AND 
SERIOUS PROBLEMS IN RAISING CAPITAL’
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RUFFLING 
FEATHERS
The EU’s controversial financial transaction tax has led  
to warnings that if it comes into force as currently framed  
it could trigger a credit crunch that goes far beyond the  
11 countries pledged to implement it

Comotto of  the ICMA Centre, 
who authored the study. 

‘Some corporate treasuries 
invest cash in the repo market 
either directly with borrowers or 
through third parties and that 
would stop,’ Comotto says. 
‘There are doubts about whether 
there would be any other money 
market instruments left but 
unsecured deposits.’

He foresees lending to companies 
drying up because FTT zone banks get 
their funding through the repo market 
and from large money market depositors 
such as corporate treasuries and mutual 
funds which, if  they invest with banks  
at all, prefer to do so via repo because it 
is collateralised.

‘An FTT zone company seeking 
to invest cash would probably set 
up a subsidiary abroad to invest in 
markets outside the zone and to issue 
company bonds and shares which would 
otherwise be subject to the FTT. If  the 
proposals go ahead as framed, I think 
there will be capital flight from the EU 
and serious problems in raising capital.’

The City of  London Corporation, 

which provides local 
government for the heart 
of  the UK’s financial 

epicentre, has warned 
that the FTT could 

increase the cost of  
issuing sovereign 
debt because 
purchasers 
would demand 
higher interest 
on government 
bonds to 
compensate for 

the FTT.
While companies 

and the accounting 
profession ponder change, the FTT has 
fuelled robust academic debate.

Some focus on likely economic 
benefits to the FTT zone nations. 
The EU FTT would be ‘minuscule 
relative to the impact of  the austerity 
measures currently pursued by some 
EU governments’, according to UK 
professors Philip Arestis and Malcolm 
Sawyer in a soon-to-be-published paper. 
‘GDP could even increase once the 
potential positive effects of  the FTT 

materialise – like, 
for example, 

preventing crises by 
reducing speculative 

activities. To the extent 
that the proceeds of  the FTT are 
properly reinvested by the relevant 
governments, a positive impact on 

GDP could very well materialise.’
Some academics believe the FTT is 

a blunt instrument that needs refining. 
‘The EU is taking the wrong path in 
designing the FTT, given that it is not 
calibrated on any assessment on the 
relative toxicity of  the different financial 
instruments (at which it is aimed),’ 
says professor Donato Masciandaro of  
Bocconi University, Italy. 

While arguments continue, FDs and 
accountants cannot ignore what is 
happening. ‘Although there is a growing 
anti-FTT lobby, businesses shouldn’t 
assume the FTT will automatically go 
away,’ says Rod Roman, London-based 
partner in the global tax services team 
at EY. ‘Many large financial institutions 
are working through the detail to see 
how it will specifically affect them, their 
customers and the overall financial 
landscape. If  the starting gun does ever 
get fired, it has put them ahead of  the 
game when it comes to commercial and 
operational impact.’

EY’s checklist for non-FI companies is: 

* review banking relationships, including 
with London, New York and Singapore 
branches of  FTT zone banks; 

* consider FTT’s impact on treasury, 
financing vehicles and pension funds; 

* review contracts with banks to see 
where FTT liability sits, bearing in 
mind joint and several liability; 

* consider your hedging strategy for 
interest rate, currency and commodity 
risks – all will be taxable if  executed 
with FTT zone counterparties.

Robert Stokes, journalist
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O
ver the last few years tennis 
has enjoyed arguably its 
greatest period thanks to 
some of the best players 

ever to grace a court, including Roger 
Federer, Rafael Nadal and Novak 
Djokovic, all competing for the game’s 
top prizes. Among the leading forces 
aiming to ensure the halcyon days 
keep on rolling is the All England 
Lawn Tennis Club, the organisation 
that manages Wimbledon, the most 
prestigious tournament in the sport. 

The All England Club has recently 
made several announcements to 
cement the status of  Wimbledon 
and boost elite tennis in general: a 
retractable roof  will be built over No. 1 
Court in time for the 2019 tournament, 
and there will be 40% more prize 
money for the 2013 Championships, 
making it the largest pot in the sport’s 
history. Players at this summer’s 
grass-court event will receive a total 
of  £22.6m, an increase of  £6.5m over 
2012. The winners of  the men’s and 
ladies’ singles titles will each receive 
£1.6m this year – Roger Federer and 
Serena Williams each took home 
£1.15m in 2012.

As the All England Club’s FD, Richard 
Atkinson is the man responsible 
for driving the financials of  the 
business. He is proud of  the recent 
announcements: ‘The prize-money 
decision was the right thing for 
Wimbledon to do. We wanted to be 
competitive [with other Grand Slam 
tournaments] and I think we have 
achieved that. We also needed to  
show some leadership. The US 
tournament announced a 32% increase 
two weeks before we made our 
announcement and that was the point 

we decided on exactly how much we 
would increase. 

‘We will be a little behind the US 
and Australians in terms of  singles 
prizewinners, but we have skewed our 
purse towards the early round losers 
and that is where we have shown 
leadership. It is about making sure that 
the young men and women trying to 
make a living in the game are rewarded 
for getting into Wimbledon.’

As far as No. 1 Court is concerned, 
it is a relatively modern building (less 
than 20 years old) and can support 
a roof  similar to that already on the 
Centre Court. ‘It will be simpler in 
terms of  design,’ explains Atkinson. ‘I 
know we have the financial firepower 
to fund the thing, but until you’ve got 
a relatively advanced design the cost 
is just a guess really. We’ve shown the 
bank we can comfortably support the 

borrowing if  indeed we need that. It is 
quite possible that we will be able to 
do this out of  our own resources.’

Building experience
Atkinson, 53, spent much of  his early 
career in the construction and real 
estate industries. This experience will 
prove as invaluable as it did during the 
four-year construction of  the Centre 
Court roof. When he arrived at London 
SW19 in February 2007, the east side 
of  Centre Court had already been 
demolished and Centre Court itself  was 
effectively an empty bowl with no roof.

‘I can’t imagine I would have 
been truly effective as FD without 
a construction background,’ says 
Atkinson. ‘At times it was about looking 
a quantity surveyor in the eye and 
asking questions, watching their body 
language and expressions to detect 
whether they really knew what things 
were going to cost or whether they 
were guessing.’

Raising the roof
The Centre Court roof  cost ‘many 
tens of  millions’. The All England Club 
borrowed £75m to build it, half  of  
which has since been paid off.

‘It was easily the most money the 
organisation had ever borrowed, so 
managing the banking relationship, 
putting up a one-of-a kind piece of  
engineering and dealing with the 
financial implications was quite a task. 

It was not like putting up a routine 
six-storey office building in a business 
park where someone could tell you 
within 2% what it was going to cost 
you. Nobody had ever done it before.’

Although the Centre Court roof  came 
in over budget, it did come in within 
the funding arrangements Atkinson 
had put in place with the bank. The 
amount of  money borrowed contained 
a little contingency so the All England 
Club didn’t have to go back to the bank 
and ask for any more – common-sense 
financial management on a project of  
this nature. 

NET PROFIT
Ahead of Wimbledon 2013, All England Lawn Tennis Club FD Richard Atkinson discusses the 
major financial issues driving the sport and the most prestigious tournament in the game

‘THE PRIZE-MONEY DECISION WAS THE RIGHT  
THING TO DO. WE WANTED TO BE COMPETITIVE  
AND I THINK WE HAVE ACHIEVED THAT’
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‘We will know even more when we do 
No. 1 Court,’ says Atkinson. ‘It won’t  
be exactly the same, but it will be a 
similar set of  challenges. I will go into 
that with a much higher degree of  
confidence and indeed the engineers 
will too. When they say costs will be 
between x and y, it will cost between  
x and y.’

Atkinson has spent the majority of  
his career in a place ‘where finance 
ends and running a business starts – a 
kind of  grey area in between’. All of  
his jobs have been commercial finance 
and FD roles. ‘I can be pretty boring 
on technical accounting stuff, but in 
my spare time I’m always much more 
interested in what’s going on in the 
business,’ he confesses.

contracts over the last three or four 
years,’ Atkinson adds. ‘The roof  is 
certainly a strong selling point for us in 
discussions with television companies 
and spectators as well. Our ticket and 
debenture sales have been stronger 
than ever over the last few years too.’

Business sector
Tennis – and sport in general – has 
enjoyed great changes over the last 10 
to 15 years, becoming a fully fledged 
business sector in its own right. When 
Bjorn Borg won the last of  his five titles 
in 1980 he won £20,000; this year’s 
winner will bank 80 times that amount. 

Last year Wimbledon posted 
record profits of  £37.8m (referred 
to as ‘surplus’ and which bankrolls 

The tips
*‘You’ve got to be technically 
strong on the accounting and you’ve 
also got to be someone who is 
genuinely interested in how business 
works – you’ve got to be both. In the 
old days you could be either one 
or the other. I spent a lot of time in 
America and a lot of people there 
with MBAs were doing finance jobs 
and didn’t really understand how 
the accounting worked behind it. 
You always felt you were operating 
on quite shaky foundations when 
you were talking about financial 
stuff because you really didn’t feel 
they understood the accounting side 
of things.’

*‘You are better off doing a 
relatively senior job at a relatively 
small place at the early stage of 
your career. I spent most of my 
20s working for manageable-sized 
organisations where you can get 
your mind around it. I think that is 
an ideal route to follow.’

The basics
WIMBLEDON  

£37.8m
Record profit (surplus) posted by 
Wimbledon last year. 

£22.6m
Player prize fund available at 
Wimbledon in 2013, an increase of 
£6.5m over 2012.

£1.6m
The winners of the men’s and ladies’ 
singles titles will each receive £1.6m 
this year – up from the £1.15m Roger 
Federer and Serena Williams each 
took home in 2012.

£20,000
Amount Bjorn Borg banked for the last 
of his five titles in 1980. 

£75m
Amount the All England Club borrowed 
to build the Centre Court roof.

Another major plus he brings to the 
All England Club is his vast experience 
with media giant Time Warner in New 
York – invaluable for a club eager 
to grow and stay at the forefront of  
commercial activities within the sport. 
And a massive part of  that comes in 
the form of  television contracts.

‘As a business proposition the Centre 
Court roof  works great for us and from 
a financial justification point of  view 
it has taken away the single biggest 
objection to tennis from the television 
companies,’ he says. ‘With the new 
roof  you now know the men’s final  
will take place at two o’clock on 
Sunday afternoon. 

‘We have been able to sign up a 
succession of  significantly enhanced 
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The CV
2007

Appointed FD of the All England 
Lawn Tennis Club.

1992-2006
Various roles at Time Warner: FD of 
the European magazine publishing 
department, CFO of magazine 
publishing division.

1988
Financial controller, Richard Ellis 
Chartered Surveyors.

1987
Lloyds Bank.

1984
KPMG Consulting.

1981
John Mowlem Construction.

grassroots tennis through the Lawn 
Tennis Association). It has changed 
from a cottage industry into a slick 
operation, and the finance function 
should reflect and drive that change.

‘It’s not just the magnitude either,’ 
explains Atkinson, ‘it’s the complexity 
of  the thing and that in itself  causes 
challenges behind the scenes. But it 
is a finance job and it should be done 
behind the scenes.

‘If  you put a new payroll system  
in and someone notices, then you’ve 

done something wrong. IT is a good 
example of  how we have raised our 
game over the last five or six years 
to make sure we have got the right 
support functions we need in an 
enterprise on this kind of  scale.’

Maintaining standards
But while change is a constant at 
Wimbledon it is reassuring to know 
that some standards remain the same.

‘I want to be professional,’ he says. 
‘That has to be engrained in you. You 

just do things the right way; that’s an 
essential aspect of  the job, particularly 
in a relatively small place like this 
where I don’t have a large team.

‘You have to have people you 
completely trust technically and 
ethically. In a place like this you can’t 
carry passengers. I want people that 
will take responsibility. You help them, 
advise them and guide them, but in 
the end you want them to get hold of  
a project and run with it. I’ve always 
prized people like that; that is the 
culture here and one of  the reasons why 
we are running our 127th tournament. 
But if  you want to run the 227th you’ve 
got to keep on doing it better.’

Alex Miller, journalist

‘CONSTRUCTING THE CENTRE COURT ROOF WAS 
NOT LIKE PUTTING UP A ROUTINE SIX-STOREY  
OFFICE BUILDING IN A BUSINESS PARK’
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Comment

On 16 April, the International 
Integrated Reporting Council  
(IIRC), a coalition of regulators, 
investors, companies and standard-
setters released for comment its 
latest draft of the integrated  
reporting framework.

Outside the traditional financial 
accounting paradigm, the integrated 
reporting framework, among other 
things, is a template for companies 
to report values not typically found 
in the financial statements or annual 
reports that are seen to account for 
an increasing proportion of  the total 
value or value creation capacity of  
the firm. While these values are often 
considered intangible, they are 
widely accepted as having a 
lot to do with the disparity 
between the book and market 
values of  a company. To 
date, attempts to measure 
and report this difference 
have been sporadic at best, 
and many a conceptual 
framework has fallen in 
and out of  fashion.

To those in accounting 
and finance, particularly 
in North America, 
these frameworks for 
capturing and reporting 
the intangible assets or 
qualities of  a company are 
often considered ethereal, 
esoteric and, ultimately, too 
difficult to implement. This 
again held true with the lack of  
support for the recently proposed 
human capital reporting 
framework of  the Society of  
Human Resource Management 
in the US. The framework proved 
so controversial and found such 
little favour within the business 
community that after months of  
crafting, they decided to drop it.

A new view from America?
[Ramona Dzinkowski believes there is evidence to suggest that this time around, North Amercian CFOs 

just might not give the latest incarnation of the integrated reporting framework such short shrift

So given the scepticism around the 
disclosure of  these sorts of  values, 
will North American finance executives 
stand up and take notice of  this next 
wave called integrated reporting or 

will it simply sound like background 
noise to compliance-weary CFOs? 
After all, many (roughly 6,000) will be 
deep in the weeds of  conflict minerals 
reporting this year in the US, and here 
at home in Canada the ink is barely 
dry on the last big round of  reporting 
changes known as IFRS conversion. 

So will the integrated reporting 
framework get more traction in the 
US and Canada, or will it be another 
passing fad?

It’s still early days; however, there 
is evidence to suggest that, this time 
around, US and Canadian CFOs will 
give integrated reporting a harder look. 
First, the framework is not the work 
of  an isolated group of  cognoscenti, 
but rather of  the world’s leading 
accounting associations, including 
ACCA, IASB, CICA, AICPA, IFAC and 
CIMA. Secondly, the international 
securities regulators are on board, 
represented by the International 
Organisation of  Securities 
Commissions; and now, 
compared to two or more years 
ago, there are some practical 
insights around integrated 
reporting that CFOs can draw 
upon. Since 2011, 85 firms 

worldwide have voluntarily 
joined the IIRC pilot programme.
The IIRC is hopeful that this 

second draft of  the framework will 
generate enthusiasm amongst the 
reporting community in North America 
and elsewhere, and is requesting 
comments and feedback on its 16 
April draft by 15 July 2013.

Ramona Dzinkowski is an 
economist and business journalist

The latest draft of the integrated 
reporting framework can be 
found at www.theiirc.org/
consultationdraft2013
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[The alliance between a small business and 
its accountant is good for both – and for the 
economy, says ACCA president Barry Cooper

While the role of the CFO in the major listed company or the 
work of the auditor in a multinational company may be the 
areas which dominate the headlines, ACCA has never lost 
sight of the fact that the work thousands of our members 
do in helping the development of SMEs is hugely significant 
for the health and growth of all economies around the world.

With 45% of  our members having at some point worked for 
an SME, the finance professional clearly plays a major role 
in this sector. As a body which has long called on regulators 
and standard setters to ‘think small first’, we’re now focusing 
our attention on small businesses themselves to make them 
aware of  the value of  the professional accountant.

Our ‘Accountants for small business’ campaign also 
aims to raise awareness of  how new or young businesses 
can build professional finance teams and why there is such 
a need for complete finance professionals who can develop 
with these businesses. ACCA will also be working to build 
partnerships with business associations, government agencies 
and service providers to provide practical resources and 
support for SMEs looking to invest in internal finance functions.

There is a wider benefit to this campaign that goes beyond 
ACCA’s desire to ensure that businesses are aware of  the skills 
our members can bring them. The campaign will emphasise the 
importance and benefits of  having more formalised businesses in 
driving economic development, particularly in emerging markets, 
where a growth in such businesses will enable governments not only 
to achieve predictable revenues but also to develop and implement 
policy more effectively because such businesses have a greater voice 
and presence. 

The accountancy profession is a natural ally in this process.
ACCA wants to play its role fully by ensuring that stakeholders in 

SMEs, whether they are business owners and management, finance 
providers, government agencies or employees, have the information 
they need presented in a way they understand to enable them to 
take the right action. 

I have seen at first hand the work that our members 
do for SMEs and I know they can meet the 
challenges and take the opportunities that 
this new campaign will bring. 

Professor Barry J Cooper is 
head of the School of 
Accounting, Economics 
and Finance at 
Deakin University, 
Australia

Perfect pairing

                               ACCOUNTANTS FOR 
                                 SMALL BUSINESS

www.accaglobal.com/   
    smallbusiness
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The headquarters of the merged 
firm will be in New York

Q What are the main 
challenges facing professional 
services firms in Kazakhstan? 
A The Big Four firms are well-
established; our objective is 
to grow market share. The 
audit sector offers increasing 
opportunity, especially within 
financial services, oil and gas, 
and in other natural resources. 
There’s also a growing demand 
for taxation and advisory 

services, with more foreign companies responding 
to the government’s initiatives to encourage inward 
investment; many trade not just here but throughout 
Central Asia, using Kazakhstan as a base. 
 
Q How would you describe the supply of talent? 
A It’s not as easy for employers to find people 
with the right mix of  financial, commercial and 
soft skills. Like many growing economies, there’s 
a battle for talent. However, professional services 
firms that are part of  global networks can call on 
colleagues from overseas for specific projects, so 
a degree of  cooperation and knowledge-sharing 
across borders means we can still deliver the 
solutions our clients need.

Q Who do you regard as inspiring role models?
A The Kazakhstan Olympic team. We had our 
best Olympics ever at London 2012, finishing 
12th overall and winning seven gold medals. Our 
sportsmen and sportswomen were true dedicated 
professionals and fantastic ambassadors.

Q How do you like to unwind?
A I tell people I’m in charge of  two companies: 
Grant Thornton and my family, as they both keep 
me busy! Almaty is a great base for mountain 
hiking; I enjoy the peace and quiet.

FAST FACTS
Grant Thornton Kazakhstan: Founded 2011.
Locations: Almaty, Astana.
Services: Audit, tax, corporate finance, valuations, 
project finance and finance outsourcing.
Clients: Local, Russian and multinational 
companies; government and public organisations.

BAKER TILLY IN US MERGER
US firms Baker Tilly Virchow Krause 
and Holtz Rubenstein Reminick 
have merged and will use the name 
Baker Tilly Virchow Krause from the 
beginning of  June. Holtz Rubenstein 
Reminick’s offices in Manhattan 
and Long Island will become the 
operational base for Baker Tilly’s 
New York practice, giving the 
expanded firm a stronger base on 
the US east coast. ‘We’ve been 
looking for the right merger partner 
in New York and found it in Holtz 
Rubenstein Reminick,’ said Timothy 
L Christen, chairman and CEO of  
Baker Tilly. ‘They have a strong 
reputation, considerable technical 
excellence and a record of  success. 
The combination of  these two firms 
will result in a $300m-plus firm 
with more than 1,600 professionals, 
deepening our capabilities to better 
serve our clients.’ Baker Tilly’s 
executive managing partner Ed 
Offterdinger will lead the integration 
of  the two firms.

KPMG CUTS THE CARBON
KPMG in the US has cut its electricity 
consumption by 12%, its solid waste 
by 22%, its water use by 8% and its 
overall carbon footprint by 3% in a 
year. ‘We are thrilled with the progress 
we have made,’ said Steve Clemente, 
lead partner for KPMG’s Living Green 
programme. ‘What is really impressive 
is how engaged our employees have 
become to focus on environmental 
sustainability at work, at home and in 
their communities, and how they are 
driving these results office by office 
around the country.’  

The view from: 
Kazakhstan: Yerzhan Dossymbekov, 
managing partner, Grant Thornton, 
Almaty

33 Practice The view from 
Yerzhan Dossymbekov 
of Grant Thornton, 
Kazakhstan; exciting times 
ahead for Africa’s SMPs; 
Romania takes the tax 
transparency plunge

39 Corporate The view 
from Shem Kailass of 
Archway Marketing, 
Canada; unleash analytics 
to capture key dividends
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Above: The new Bingu International 
Conference Centre in Lilongwe will help 
boost Malawi’s international credentials

There can be little doubt that small 
and medium-sized accountancy 
practices (SMPs) are a growing and 
increasingly significant force in 
Africa’s economic future. With demand 
growing for accountancy, advisory 
and tax services from the continent’s 
burgeoning small business sector, 
together with new investors who 
need additional levels of assurance, 
today’s SMPs in Africa face great 
opportunities. But there will be 
challenges along the way as well.

In Malawi in recent years we have 
seen the number of  SMPs double. 
Employing the majority of  accountants 
working in practice, these SMPs 
provide a broad range of  professional 
services, such as traditional audit, 
accounting and tax services. But they 
also provide value-adding business 
advice to clients.

These clients, typically SMEs, are 
critically important to the health 
and stability of  the global economy, 
accounting for the majority of  private 
sector GDP, employment and growth. 
But they face challenges as well – 
according to a recent International 
Federation of  Accountants survey 
(IFAC SMP Quick Poll: 2012 Round-up), 
challenges in Africa include the burden 
of  regulation, economic uncertainty 
and difficulties accessing finance. 
So who is best placed to help them? 
Accountants in SMPs.

However, these SMPs face their 
own challenges. In the same survey, 
African SMPs cite keeping up with new 
regulations and standards, attracting 
and retaining clients, and a pressure to 
lower fees as the top three challenges. 
And in the future, the biggest concern 

will be the reputation of  the profession, 
alongside the difficult global financial 
climate and increased regulation.

Technology and communications can 
also prove difficult to access. In a global 
economy, businesses expect to be able 
to contact their advisers easily. This often 
proves the opposite, though investment 
on the ground is improving this.

Opportunity knocks
But as SMPs overcome these 
challenges, they can see a world 
of  opportunity ahead of  them. The 
services they can offer their clients will 
grow and evolve. The IFAC study shows 
that while audit and assurance remain 
the fastest-growing services offered by 
SMPs, advisory and consulting services 
come a close second.

For instance, offering sustainability 
services to SMEs is proving a rich 
seam for firms. SMPs will also have the 
opportunity to merge with similar-sized 
practices and compete with larger 
firms. Economies of  scale will also 
come as a result of  such mergers.

SMPs can support their SME clients 
when they do business internationally. 
Often joining an international network 
of  accountancy firms can enhance this. 
And through such membership they 

can benefit from work referred to them 
from clients based in other countries.

I sense a growing optimism among 
SMPs in Africa. Last year 42% reported 
their performance was better than the 
year before, while only 22% said it had 
been worse. Some 44% believe that 
2013 will prove to be better than 2012, 
and only 14% believe it will be worse.

The challenges faced by SMPs mainly 
arise from limited in-house resources, 
but they can turn to their professional 
body (in my case, ACCA and the 
Society of  Accountants in Malawi) or 
International Federation of  Accountants 
(IFAC) through its SMP Committee for 
much needed help and advice. The 
resources are there, and can be used 
to ensure that Africa’s SMEs get the 
services they deserve to compete on 
the global stage in the future.

Dorothy Ngwira is managing  
partner for Graham Carr, the Malawi 
member firm of international 
accountancy network Nexia 
International, and a member of the 
SMP Committee of IFAC

ACCA is the gold sponsor of the 2013 IFAC Small and Medium Practices 
Forum being held in Kampala, Uganda on 5 June. The event is being jointly 
hosted by the Institute of Certified Public Accountants of Uganda and the 
Pan African Federation of Accountants.

The forum will offer delegates the opportunity to learn, debate and  
collaborate on a global stage with regard to the unique opportunities and 
challenges facing SMPs and their small and medium-sized entity clients.

  *IFAC SMP FORUM

Competing on 
a global stage
Malawian practitioner Dorothy Ngwira FCCA senses growing optimism among Africa’s 
SMPs and sees opportunities ahead, but warns there will also be challenges to be faced
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Executive secretary, Zambia Chamber of  Small 
and Medium Business Associations
‘Operating a successful SME requires 
the ability to see the road ahead; more 
specifically, “the money road ahead”. Many 
businesses in Africa have failed because 
they simply didn’t know how to read the 
signs, hence the need for professionals who 
can. It’s a big relief  that SMPs have taken 

up the mantle in bridging the financial management gap of  
SMEs. Once regarded as a profession useful mainly to large 
corporates, the accounting practitioner is now being regarded 
as a much-needed service provider and SMPs fit the bill. They 
are user-friendly in terms of  specialisation, they know their 
clients’ needs and, more especially, they are affordable. SMPs 
are allowing SMEs to demonstrate good financial practice to 
potential funders and investors and are, therefore, opening the 
doors of  opportunity that are available for SMEs to compete 
favourably in a world of  competitiveness. So, to SMPs out there 
who have taken the path of  supporting SMEs through their 
provision of  professional accounting services, it’s a definite 
heads up. We hope you’re here to stay.’

 VIEW FROM: PATIENCE SAKURINGWA

Chair, SMP Committee of  the 
International Federation of  
Accountants (IFAC)
‘The beauty of  being a 
professional accountant, 
especially for those like me 
working in SMPs, is that 
the opportunities are never-
ending; we are limited only by 

the extent of  our own ambition. The same can 
be said of  the global accountancy profession, 
particularly in Africa. Africa is one of  the fastest-
growing and most dynamic regions in the world. 
According to the year-end IFAC SMP Quick Poll: 
2012 Round-up, African SMPs were optimistic 
about the outlook for 2013 and expect the 
public’s perception of  the profession to improve. 
But to realise the opportunities, we need to 
identify and act upon them, and to proactively 
shape the environment in which we operate.’
Founding partner, Attolini Spaggiari & Associati 
Studio Legale e Tributario, Italy

  
VIEW FROM: GIANCARLO ATTOLINI

General manager (CEO),  
Jabali Microserve Limited, Kenya
‘In East Africa, virtually all private businesses 
can be classified as SMEs. They contribute 
to the national income through income-
generating activities and the provision 
of  employment to far more citizens than 
government or large organisations do 
collectively.  Governments need to promote 

SMEs by creating enabling environments for access of  capital 
or credit, creating market linkages for products, access to 
information and through tax and business incentives. The 
means for the provision of  all of  the above needs to be 
sustainable in the long run for it to fully benefit SMEs and 
avoid a dependence culture.’
Member of ACCA Global Forum for SMEs

 VIEW FROM: ANNE KIMARI FCCA

Manager, Grant Thornton, Zimbabwe
‘There is no doubt that SMEs are an important element of  any dynamic economy and Zimbabwe is 
no exception. Their importance is exemplified by the creation of  a dedicated Ministry of  Small and 
Medium Enterprises Development. However, because there is little clarity on what exactly constitutes 
an SME, the concept is fluid. No clear benchmarks, such as net assets, revenue or employment, have 
been set in the Companies Act (Chapter 24:03) to define SMEs. As a result, a whole range of  disparate 
organisations perceive themselves to be SMEs.’
Member of ACCA Global Forum for SMEs

 VIEW FROM: BRIAN HODZA ACCA

Board member, International 
Accounting Standards Board
‘SMEs have a particularly 
important role to play in 
Africa’s near-term future. Ours 
is a continent with a limited 
number of  large companies, 
but a vibrant, entrepreneurial 
culture where growth, assisted 

by new technologies, is exploding. With that 
growth, investment and transparency become 
increasingly important. Many African countries 
don’t yet have stock exchanges, so there’s 
limited need for full IFRS, but the vast majority 
of  African businesses qualify to use IFRS for 
SMEs. This is a space where the IASB can make a 
contribution to development in Africa.’
Chair of IFRS for SMEs Implementation Group

 VIEW FROM: DARREL SCOTT 

    ACCESS TO FINANCE FOR SMEs: A GLOBAL AGENDA:
       www.accaglobal.com/smallbusiness
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Accounting and tax processes in 
Romania are about to come under 
the spotlight after the country joined 
a global forum on transparency 
and exchange of information for tax 
purposes at the end of January. 

The forum, run by the Organisation 
for Economic Cooperation and 
Development (OECD), could give a 
rough ride to a country whose 
corruption failings are still being 
assessed by a special European 
Commission review, even though it 
joined the EU back in 2007.

Although not formally part of  the 
OECD, which is reserved for larger 
mature markets, Romania has become 
the 118th member of  the Paris-based 
think-tank’s global forum, which seeks 
to make tax systems worldwide 
transparent and fair to all.

When governments across the globe 
are strapped for cash, the forum tries 
to ensure that the citizens and 

businesses of  one country do not avoid 
taxes by relying on opaque tax systems 
in other countries. With the backing of  
the G20 group of  countries, the forum 
advises members on how to adapt their 
tax laws to promote cooperation 
between tax authorities. Members 
range from Romania to Switzerland, 
and Barbados to the Cayman Islands.

Romania will now face a peer review 
as its legal and regulatory environment 
is examined according to the forum’s 
tax transparency standards. 

Peer review
‘The peer review report for Romania 
will most likely be scheduled in the 
second half  of  2014,’ Monica Bhatia, 
head of  the forum’s secretariat, says. 
Romania may receive criticism, not 
over its exchange of  information on tax 
practices with other countries, but over 
its domestic taxation law enforcement. 
Around 25% of  the country’s GDP 

came from the shadow economy in 
2007, according to estimates by the 
World Bank.

These problems have persisted. ‘The 
Romanian tax system has a low 
collection rate, due to inefficient 
administration, excessive bureaucracy, 
a relatively low tax base with many 
exceptions and exemptions, and high 
tax evasion,’ reports the Fiscal Council, 
an independent Romanian body 
founded in 2010 to help the country’s 
authorities with fiscal and budget 
policies. It estimates that tax evasion 
equated to 21.5% of  domestic GDP in 
2010, based on the latest available 
data provided by the Romanian 
National Institute of  Statistics.

With many employers paying their 
employees a higher salary than the one 
specified in their work contracts to 
avoid high taxes and social security 
contributions, tax evasion is deep-
rooted in Romania. 

Romania takes the plunge
Given the country’s huge shadow economy and substantial tax evasion, its decision to 
undergo an OECD tax transparency review may prove an uncomfortable process

Bucharest bounces back: after 
two years of austerity in Romania, 
the EU predicts the country’s 
economy will grow 1.6% this year
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THE EUROPEAN COMMISSION IS THREATENING TO 
SUSPEND PAYMENTS OF MILLIONS OF EUROS DUE 
TO SERIOUS MISMANAGEMENT OF EU GRANTS

Even tax collectors have fallen under 
suspicion. Sorin Blejnar, president of  
the Romanian National Agency for 
Fiscal Administration (ANAF) from 
2009 to 2012, is under investigation by 
the country’s National Anti-corruption 
Directorate (DNA). He is being 
prosecuted for having helped a crime 
syndicate avoid paying taxes on 5,000 
tonnes of  diesel fuel which, instead of  
being sold in Poland, was resold in 
Romania, diverting around €5m from 
government coffers. Blejnar has told 
the Romanian press he is innocent. 

Such matters will be probed by the 
peer review, which will assess the 
availability of  tax-related information – 
ownership, accounting and bank data, 
as well as ‘the appropriate power for the 
administration to access the 
information and the administration’s 
capacity to deliver this information to 
any partner who requests it’, Bhatia 
explains. A list of  recommendations for 
improvements will then be made. 

This will conclude the first phase of  
the peer-review process, which can only 
then move into the second part – 
looking at the implementation of  the 
standards in practice.

As long as the process is not too 
painful, Romania should benefit. Its 
forum membership will help it to 
secure tax information-exchange 
agreements and promote reforms to its 
own tax laws.

The power of  IFRS 
The move comes as Romania is trying 
to implement International Financial 
Reporting Standards (IFRS). According 
to Angela Manolache, advisory director 
at KPMG Romania, companies listed 
on the Romanian stock exchange will 
have to report their 2012 financial year 
data using IFRS. For public institutions 
there will be more of  a gradual 
implementation of  International Public 
Sector Accounting Standards (IPSAS). 

Forum membership should also 
make Romania internationally visible 
as a reliable location to do business, 
according to Bhatia. ‘It should also 
assist in the fight against corruption 
and money laundering,’ she adds.

Romania needs help here too, 
according to the European 

Commission’s latest report on the 
country’s fight against corruption and 
efforts to ensure the independence of  
the judiciary (Report on Romania’s 
Progress under the Cooperation and 
Verification Mechanism, published 30 
January 2013). While the Romanian 
government re-elected in December 
2012 has stressed that fighting 
corruption is a priority, the report 
points out that ‘among the new 
ministers there are two confirmed 
cases under criminal investigation for 
corruption’, and suggests the two 
ministers should step down. 

One of  the ministers, Relu Fenechiu, 
is being investigated over alleged abuse 
of  power for personal gain. He is now 
transport minister, overseeing major 
public procurement construction 
contracts and the planned privatisation 
of  the Romanian railway service, CFR. 
Fenechiu says the investigation is 
based on ‘fabrications’.

The other is administration minister 
Liviu Dragnea, who is accused of  trying 
to falsify votes in last year’s referendum 
over whether to impeach Romanian 
president Traian Basescu. Dragnea has 
said that the accusations have no basis 
and that he led the referendum 
campaign in a fair and legal manner. 

‘Similarly, the credibility of  the 
[Romanian] parliament would benefit 
from clearer procedures concerning 
the handling of  cases where members 
of  parliament face rulings on integrity 
issues or face corruption allegations,’ 
the same report notes. Romanian 
lawmakers have since voted to 
strengthen parliamentary immunity 
against corruption allegations.

The country’s slips have not gone 
unpunished, with the European 
Commission threatening to suspend 
payments of  millions of  euros in 
regional development and transport 
funds for serious mismanagement of  
EU grants between 2009 and 2011. 

‘We have to shorten the delay 

between the expenditure period 
audited and the moment the audit is 
done,’ Eugen Teodorovici, Romanian 
EU funds minister, says. ‘We are 
checking transactions from the 
beginning of  2012 now in 2013.’

‘In any accounting system, there is 
always the possibility to manipulate 
financial reporting to cover fraud or to 
influence the final result,’ Manolache 
warns, stressing the need for 
continuous controls, internally and 
externally. She says IFRS will make it 
harder to manipulate results because 
inconsistencies are more obvious.

‘Regulating authorities and 
accountants play an important role in 
monitoring the quality of  financial 
reports and the compliance with the 
reporting standards, as well as in 
educating the market [on the 
standards],’ Manolache adds.

On the up
Oana Coman, board member of  
Ceccar, a Romanian organisation of  
accountants, says IFRS has already 
boosted the quality of  Romanian 
financial reporting. ‘We need to keep in 
mind how important the responsibility 
and integrity of  everybody involved in 
this is,’ she says. Training is important, 
especially as some companies will 
struggle to afford the cost of  updating 
their accounting systems to IFRS.

‘Transparency is an antidote for 
fraud and corruption, and high 
financial reporting standards stimulate 
transparency,’ Coman stresses.

And if  Romanian accountants fail, 
the forum will say so. ‘The peer-review 
process may identify deficiencies also 
eventually related to financial reporting 
and, if  there are any, request 
improvements in that field,’ says 
Natasja Bohez Rubiano, a European 
Commission spokesperson on taxation. 

Carmen Paun, journalist based in 
Brussels
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Auto loan losses understated

Q How does financial analysis 
support growing businesses?
A We identify which projects 
and initiatives to focus on. 
Here, key decisions relying on 
analytics range from capital 
investment and client retention 
to new business opportunities. 
I’ve observed increasing levels 
of  collaboration as companies 
strive to achieve more with 

less, with finance professionals called on to 
present and support their arguments. 

Q How has the global financial crisis changed how 
finance teams operate?
A Management and investors want more detail and 
more frequent information and interpretation. That 
means finance must keep investing in the right 
tools to make reporting accurate, robust and of  
sufficient quality to deliver value. 

Q How does your training and experience equip 
you for non-accounting aspects of your work?
A Most of  my roles have been with smaller or 
medium-sized companies, where I’ve been a key 
part of  the management team, tackling company-
wide challenges, not just financial matters. I’m 
also able to approach problems logically, using the 
knowledge gained through academic pursuits.

Q What advice would you give newly qualifieds?
A Take a year or two to focus on applying what you 
have learnt while aligning yourself  with a more 
senior role – employers often want to see what 
efforts you have made yourself  after qualifying.

Q If you could swap jobs with anyone for a week, 
who would it be?
A Barack Obama. It’s a tall order but why not? 

FAST FACTS
Business: Marketing logistics and fulfilment 
services
Workforce: 1,500 employees across Mississauga 
(Canadian head office), Toronto, Calgary and 12 
US cities
Standing: Three consecutive years in Inc.com 500 
(fastest-growing North American companies)

CAP ONE SETTLES CHARGES 
Capital One Financial Corporation 
and two of  its senior executives have 
settled charges brought by the US 
Securities and Exchange Commission 
for understating losses on auto 
loans in the company’s financial 
reports. Capital One has agreed to 
pay US$3.5m, and chief  risk officer 
Peter A Schnall and former divisional 
credit officer David A LaGassa have 
also settled the charges against 
them. The under-declarations of  
losses were on loans to sub-prime 
borrowers and the SEC concluded 
that in the second and third quarters 
of  2007 the company failed to 
properly account for losses when 
it became clear that bad debts on 
loans would be higher than forecast. 
The reporting failures were contrary 
to internal expectations. Loan losses 
were under-reported by 18% in Q2 
and by 9% in Q3 of  2007. 

SKILLS CONSTRAINING GROWTH
Governments must do more to produce 
skilled workforces, according to a 
survey of  business leaders. More than 
half  of  CEOs globally reported that 
their companies’ growth prospects are 
constrained by the lack of  key skills. A 
global PwC survey of  over 1,300 CEOs 
revealed that they regard the shortage 
of  key skills as the second biggest 
threat to their business growth; the 
growing tax burden is considered the 
greatest threat. CEOs in Africa, the 
Middle East and Asia Pacific are the 
most concerned about the lack of  key 
skills. Only 15% of  CEOs believe their 
own government has been effective in 
creating skilled workforces.

The view from: 
Canada: Shem Kailass FCCA, senior 
financial analyst, Archway Marketing

39 Corporate The view 
from Shem Kailass of 
Archway Marketing, 
Canada; unleash analytics 
and capture key dividends 

33 Practice The view from 
Yerzhan Dossymbekov 
of Grant Thornton, 
Kazakhstan; exciting times 
ahead for Africa’s SMPs; 
Romania takes the tax 
transparency plunge
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For those who wonder what the next 
big thing in global business 
services will be, we can 
confidently answer: analytics, 
and it’s already here. 

The combined power of  
the cross-country, 
cross-process and 
cross-organisational 
nature of  business 
services, married with the 
deep insight that analytics 
can bring, will unlock the 
next generation of  value for 
progressive, forward-thinking 
finance leaders. To exploit this, 
finance professionals need to 
educate themselves about the power 
of  analytics, start to talk the 
language and get real projects with 
tangible business outcomes under 
their belts.

What is analytics? 
Put simply, analytics is the science of  
analysis, and it is increasingly being 
used in organisations to describe, 
predict and improve performance. 

Traditional reporting and business 
intelligence can be regarded as 
‘descriptive analytics’, a rear-view look 
at what has happened through the 
generation of  standard reports and ad 
hoc queries. 

The next evolution is ‘predictive 
analytics’, which focuses on answering 
questions such as why something has 
happened, what will happen next, and 
what is the best that can happen. It 
does this through the use of  statistical 
methods (forecasting, extrapolation, 
predictive modelling and optimisation) 

to uncover and communicate 
meaningful patterns in data. 

This enables organisations to drive 
better, more fact-based decision-
making, leading to more effective cost 
management, better controls and 
increased profits. 

Given the significant volumes of  data 
collected by organisations today, 
predictive analytics is a powerful asset 
that can deliver a competitive edge. It 
is being applied with increasing levels 
of  sophistication to solve real business 
problems and identify new 
opportunities in fields such as 
enterprise decision management, 

marketing, customer 
relationship 
management, credit risk, 
collections and fraud 
detection. The demand 
for analytics solutions is 
growing as data availability 
rapidly increases and 
managers recognise the critical 
importance of  analytics in generating 
deeper insights.

Finance analytics in practice 
At Accenture we realise the value 
that analytics can bring to our 
clients and have set up nine 
analytics centres globally. The 
Dublin-based Analytics Innovation 
Centre is designed to accelerate the 
development and delivery of  innovative 
predictive analytics solutions focused 

Analytics unleashed 
Deeper insights, better decision-making and tangible business outcomes are 
some of the key dividends of analytics, say Julie Spillane and Edel Lynch

THE NEXT EVOLUTION IS ‘PREDICTIVE ANALYTICS’, 
FOCUSING ON ANSWERING WHAT WILL HAPPEN 
NEXT, AND WHAT IS THE BEST THAT CAN HAPPEN
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What happened?

How many, how often, where?

Where exactly is the problem?

What actions are needed?

Why is this happening?

What if these trends continue?

What will happen next?

What’s the best that can happen?
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Degree of intelligence

PREDICTIVE 
ANALYTICS

(the ‘so what’... and 
the ‘now what’)

 

Future-oriented and the 
source of  competitive 
advantage if  deployed 

pervasively

DESCRIPTIVE 
ANALYTICS
(the ‘what’)

‘Rearview mirror’ - 
provides necessary 

foundation and insight, 
but does not capture 
full value on its own 

Std
reports

Ad hoc
reports

Query
drilldown

Alerts

Statistical 
analysis

Forecasting

Predictive 
modelling

Optimisation

Source: Accenture

on fraud, risk and compliance within 
government and industry. 

In a recent project, the Dublin centre 
partnered with finance process owners 
to successfully employ predictive 
analytics within Accenture’s global 
finance organisation. 

Accenture employees travel 
frequently; we need to ensure they are 
reimbursed promptly and accurately 
for out-of-pocket expenses within an 
effective controlled environment. We 
process billions of  dollars of  expenses 
annually through over two million 
expense claims.

The application of  predictive 
analytics presented a significant 
opportunity to improve the 
effectiveness of  the process. The aim 
of  the project was to understand the 
factors driving expense claim non-

compliance and use this insight to 
optimise the process and improve 
employee education. 

The project involved developing a 
model that examined over 40 lead 
variables associated with the claim, 
including employee-related data, 
business data, historical non-
compliance data and expense claim 
data. Only some of  these variables had 
previously been considered by the audit 
controls system. 

The predictive analytics model 
yielded a number of  clear and 
interesting insights, including: 

* Rules that were previously used to 
score claims for audit were shown 
not to be statistically significant 
predictors of  non-compliance. 

* Some of  the new variables used in 
the model were found to be 
important predictors of  non-
compliance. 

* Geographic segmentation showed 
‘over auditing’ in some regions, 
‘under auditing’ in others, and 
differing predictors across regions. 

The project led to policy changes, 
process optimisation and much more 

targeted employee education 
campaigns. All in all, we have improved 
the yield of  the process by over 40%. 

The beauty of  the predictive analytics 
model is that it continues to learn. As 
employee behaviours and policies 
change, and as we enter new markets, 
the model can be refreshed to identify 
new predictors and archive ones that 
are no longer significant, ensuring we 
continue to derive benefit over time.

This project has been a success, not 
only because of  the insights generated 
by the analytics, but in how these 
insights have been transformed into 
tangible business outcomes through 
process redesign and the embracing of  
analytics by business stakeholders. 

This project has not only heightened 
our skills as finance professionals but 
also serves as a showcase within our 
own organisation and to clients. 

Julie Spillane FCCA is Accenture 
EMEA director of business services, 
global director of finance excellence, 
and Ireland FD. Edel Lynch is director 
of Accenture’s Dublin-based Analytics 
Innovation Centre.
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In May 2011, the International 
Accounting Standards Board (IASB) 
issued a new version of IAS 28, 
Investments in Associates and Joint 
Ventures, that requires both joint 
ventures and associates to be equity-
accounted. The standard is effective 
from 1 January 2013 and entities 
need to be aware of its implications, 
although the EU has endorsed IAS 28 
from 1 January 2014.  

An associate is an entity in which the 
investor has significant influence, but 
which is neither a subsidiary nor a joint 
venture of  the investor. ‘Significant 
influence’ is the power to participate in 
the financial and operating policy 
decisions of  the investee, but not to 
control those policy decisions. It is 
presumed to exist when the investor 
holds at least 20% of  the investee’s 
voting power. If  the holding is less than 
20%, the entity will be presumed not to 
have significant influence unless such 
influence can be clearly demonstrated. 
A substantial or majority ownership by 
another investor does not preclude an 
entity from having significant influence. 

Loss of  influence
An entity loses significant influence over 
an investee when it loses the power to 
participate in the financial and operating 
policy decisions of  that investee. The 
loss of  significant influence can occur 
with or without a change in absolute or 
relative ownership levels. 

A joint venture is defined as a joint 
arrangement where the parties in joint 

control have rights to the net assets of  
the joint arrangement. 

Associates and joint ventures are 
accounted for using the equity method 
unless they meet the criteria to be 
classified as ‘held for sale’ under IFRS 
5, Non-current Assets Held for Sale and 
Discontinued Operations. 

On initial recognition, the investment 
in an associate or a joint venture is 
recognised at cost, and the carrying 
amount is increased or decreased to 
recognise the investor’s share of  the 
profit or loss of  the investee after the 
date of  acquisition. 

IFRS 9, Financial Instruments, does 
not apply to interests in associates and 
joint ventures that are accounted for 
using the equity method. 

Instruments containing potential 
voting rights in an associate or a joint 
venture are accounted for in 
accordance with IFRS 9 unless they 
currently give access to the returns 
associated with an ownership interest 
in an associate or a joint venture. An 
entity’s interest in an associate or a 
joint venture is determined solely on 
the basis of  existing ownership 
interests and, generally, does not 
reflect the possible exercise or 
conversion of  potential voting rights.

Investments in associates or joint 
ventures are classified as non-current 
assets inclusive of  goodwill on 
acquisition and presented as one-line 
items in the statement of  financial 
position. The investment is tested for 
impairment in accordance with IAS 36, 
Impairment of Assets, as single assets, 
if  there are impairment indicators 
under IAS 39, Financial Instruments: 
Recognition and Measurement. 

The entire carrying amount of  the 
investment is tested for impairment as 
a single asset – that is, goodwill is not 
tested separately. The recoverable 

amount of  an investment in an 
associate is assessed for each individual 
associate or joint venture, unless the 
associate or joint venture does not 
generate cashflows independently.

IFRS 5 applies to associates and 
joint ventures that meet the 
classification criteria. Any portion of  
the investment that has not been 
classified as held for sale is still 
equity-accounted until the disposal. 
After disposal, if  the retained interest 
continues to be an associate or joint 
venture, it is equity-accounted. 

Under the previous version of  the 
standard, the cessation of  significant 
interest or joint control triggered 

GET VERIFIABLE CPD UNITS
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Studying this article and answering the questions can count towards your 
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your development needs. One hour of learning equates to one unit of CPD
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Equity accounting: where’s it at?
With IAS 28 now in force, it’s a good time to consider how it affects you. But be prepared – 
not everything in the standard is as cut and dried as might be hoped, says Graham Holt

A SUBSTANTIAL OR MAJORITY OWNERSHIP BY 
ANOTHER INVESTOR DOES NOT PRECLUDE AN 
ENTITY FROM HAVING SIGNIFICANT INFLUENCE

www.accaglobal.com/abcpd


remeasurement of  any retained 
investment even where significant 
influence was succeeded by joint 
control. IAS 28 now requires that any 
retained interest is not remeasured. If  
an entity’s interest in an associate or 
joint venture is reduced but the equity 
method continues to be applied, then 
the entity reclassifies to profit or loss 
the proportion of  the gain or loss 
previously recognised in other 
comprehensive income relative to that 
reduction in ownership interest.

Consolidation parallels
The IASB states that many of  the 
procedures appropriate for equity 
accounting are similar to those for 
consolidation of  entities and the 
concepts used in accounting for the 
acquisition of  a subsidiary are also 
applicable to the acquisition of  an 
associate or joint venture. 

However, it is not always appropriate 
to apply IFRS 10, Consolidated Financial 
Statements, or IFRS 3, Business 
Combinations. There is disagreement 
over whether equity accounting is a 
one-line consolidation or a valuation 
approach. When an associate is 
impairment-tested, it is treated as a 
single asset and not as a collection of  
assets as would be the case under 
acquisition accounting. 

Additionally as associates and  
joint ventures are not part of  the 
group, not all of  the consolidation 
principles will apply in the context of  
equity accounting. 

There is no definition of  the cost of  an 
associate or joint venture in IAS 28. 
There is debate over whether costs 
should be defined as including the 
purchase price and other costs directly 
attributable to the acquisition such as 
professional fees and other transaction 
costs. It might be appropriate to include 
transaction costs in the initial cost of  an 
equity-accounted investment, but  
IFRS 3 would require these to be 
expensed if  they relate to the acquisition 
of  businesses. IFRS 9 includes directly 
attributable transaction costs in the 
initial value of  the investment.

IAS 28 states that profits and losses 
resulting from ‘upstream’ and 
‘downstream’ transactions between an 
investor (including its consolidated 
subsidiaries) and an associate or joint 
venture are recognised only to the 
extent of  the unrelated investors’ 
interests in the associate or joint 
venture. Upstream transactions are 
sales of  assets from an associate to 
the investor and downstream 
transactions are sales of  assets by the 
investor to the associate. 

Elimination
There is no specific guidance on how 
the elimination should be carried out 
but generally in the case of  
downstream transactions any 
unrealised gains should be eliminated 
against the carrying value of  the 
associate. In the case of  upstream 
transactions any unrealised gains 
could be eliminated either against the 
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carrying value of  the associate or 
against the asset transferred. 

The standards are currently unclear on 
whether this elimination also applies to 
unrealised gains and losses arising on 
transfer of  subsidiaries, joint ventures 
and associates. An example would be 
where an investor sells its subsidiary to 
its associate and the question would be 
whether part of  the gain on the 
transaction should be eliminated.

There is an inconsistency between 
guidance dealing with the loss of  
control of  a subsidiary and the 
restrictions on recognising gains and 

losses arising from sales of  non-
monetary assets to an associate or a 
joint venture. IFRS 10 requires 
recognition of  both the realised gain on 
disposal and the unrealised holding 
gain on the retained interest. In 
contrast, IAS 28 requires gains or 
losses on the sale of  a non-monetary 
asset to an associate or a joint venture 
to be recognised only to the extent of  
the other party’s interest. 

The IASB accordingly issued an 
exposure draft in December 2012 
stating that any gain or loss resulting 
from the sale of  an asset that does not 
constitute a business between an 
investor and its associate or joint 

venture should be partially recognised. 
However, any gain or loss arising from 
the sale of  an asset that does 
constitute a business between an 
investor and its associate or joint 
venture should be fully recognised. 

IFRS 3 defines a business as an 
integrated set of  activities and assets 
that is capable of  being conducted and 
managed for the purpose of  providing 
a return directly to investors or other 
owners, members or participants.

Under the equity method, the 
investment is initially recognised at 
cost and adjusted to recognise the 

investor’s share of  the profit or loss 
and other comprehensive income (OCI) 
of  the investee. Additionally, the 
investment is reduced by distributions 
received from the investee. However, 
IAS 28 is silent on how to treat other 
changes in the net assets of  the 
investee in the investor’s accounts, 
which might include:

* issues of  additional share capital to 
parties other than the investor;

* buybacks of  equity instruments 
from shareholders other than the 
investor;

* writing of  a put option over the 
investee’s own equity instruments to 
other shareholders;

* purchase or sale of  non-controlling 
interests in the investee’s 
subsidiaries’

* equity-settled share-based payments. 

Inconsistent
The IASB proposed in an exposure 
draft issued in November 2012 that an 
investor’s share of  certain net asset 
changes in the investee should be 
recognised in the investor’s equity. The 
draft contains an alternative view by 
one board member who believes the 
amendment to be inconsistent with 
the concepts of  IAS 1 and IFRS 10, 
and would cause serious conceptual 
confusion. This board member believes 
this short-term solution would not 
improve financial reporting and 
would undermine a basic concept of  
consolidated financial statements. 

The draft notes that an investor may 
discontinue the use of  the equity 
method for various reasons including 
where the investment in the investee 
becomes a subsidiary or a financial 
asset. The draft proposes that an 
investor should reclassify to profit or 
loss the cumulative amount of  other 
net asset changes previously 
recognised in the investor’s equity 
when an investor discontinues the use 
of  the equity method for any reason.

Graham Holt is associate dean and 
head of the accounting, finance and 
economics department at Manchester 
Metropolitan University Business 
School

THERE IS DISAGREEMENT OVER WHETHER 
EQUITY ACCOUNTING IS A ONE-LINE 
CONSOLIDATION OR A VALUATION APPROACH
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GCC insurance is evolving
The insurance sector in GCC countries is having to adapt to a fast-changing environment 
and evolving regulatory and governance landscape, says Adeel Mushtaq FCCA

The insurance sector in the GCC, 
the six-member regional bloc in 
the Middle East consisting of Saudi 
Arabia, Oman, Bahrain, Qatar, 
United Arab Emirates and Kuwait, 
is recovering fast since the global 
financial crisis and gearing up 
for growth. For most of the GCC 
insurers, evolving global regulatory 
and reporting requirements will 
present challenges to their business 
models, cost structures and how they 
communicate with stakeholders.

Key challenges on the minds of  GCC 
insurance CEOs are how to achieve 
growth in this fast-changing 
environment, coupled with an equally 
fast-evolving regulatory and governance 
landscape in the region.

The GCC insurance sector is taking 
steps to enhance insurance regulation 
with a view to developing as a global 
financial centre and providing an 
international standard infrastructure, 
regulatory environment and necessary 
support for innovative solutions.

This includes a move towards 
risk-based capital, risk, governance 
and reporting environment – upcoming 
Phase 2 of  the IFRS 4 insurance 
contract project. GCC insurance sector 
CEOs recognise that the changes over 
the next few years are not only 
complex, but also broad with 
implications on underlying system 
changes, processes for which most of  
the GCC insurers are not prepared and 
which raises open questions in the 
minds of  GCC insurance CEOs, 

including how to prepare and transform 
their business and embrace the change 
at the same time as extracting value.

The new state of  play is summarised 
below in four key components.

Regulation and capital 
management 
The unrelenting pace of  regulatory 
reform across the financial services 
sector continues and important 
insurance initiatives, such as the 
International Association of  Insurance 
Supervisors (IAIS), Insurance Core 
Principles (ICPs), the insurance 
contract project of  the International 
Accounting Standards Board, 
the review of  takaful (insurance 
compliance with Islamic principles) 
accounting standards of  the 
Accounting and Auditing Organisation 
for Islamic Financial Institutions 
(AAOIFI), will be a key focus for many 
insurers for the next few years. 

As insurance supervisors in GCC 
countries begin to examine how best 
they introduce the new IAIS/ICPs 
requirements, a growing strategic 
challenge for insurers is how best to 
accommodate compliance and 
reporting requirements and extracting 
value. It is difficult to remember a time 
when the region’s insurance firms were 
facing so many regulatory pressures 
from so many sources.

Opportunities for growth

* Proactive discussion with insurance 
supervisors regarding the timing 

STRENGTH

* High level of  infrastructure 
development projects.

* Two-tier onshore/offshore 
regulatory environment (UAE and 
Qatar) to support requirements of  
business with commitment from 
supervisors for best-in-class 
regulatory environment.

WEAKNESS

* Shortage of  reinsurance capacity 
(in particular sharia-compliant 
retakaful capacity) for large 
industrial and speciality risks.

* Competition in direct insurance.

* Low-level of  retentions within 
insurance/takaful carriers.

OPPORTUNITY

* Low-level insurance penetration 
especially life insurance (in 
particular Saudi Arabia with 
significant local population).

* Growing popularity of  sharia-
compliant products, eg takaful.

THREAT

* Customer awareness/
understanding of  takaful theory is 
lesser compared to other segments 
of  Islamic finance.

* Takaful market is not considered 
ready to adopt fully fledge takaful 
theory, ie operator is only an agent 
of  the policy holder.

  *GOOD AND BAD
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and plans for incorporation of  
revised ICPs and impact on local 
regulatory reporting.

* Gap analysis to identify areas of  
improvement and identifying 
business implications.

* Identification of  eligible capital 
instruments under new regime and 
consideration of  future capital 
allocation.

* Broad review of  data and training 
requirements.

Products and markets
Changing demographics and 
environment are likely to have a 
positive impact on demand for 
insurance and takaful products  
in the region. Ambitious infrastructure 
projects are going to be a major  
growth driver for the region; therefore, 
a larger role for insurers is expected to 
support this growth.

Growth opportunities

* Demand for insurance products will 
grow with a changing environment, 

such as urbanisation.

* Products need to keep pace with 
shifts in lifestyles and needs.

* Opportunities arising from the 
rollback of  state support.

Distribution and operations
Customers increasingly expect to 
access services where, when and how 
they want, using smartphones and 
tablets. Forward-looking insurance 
firms are starting to explore the 
growing impact of  using social media 
to communicate with customers, cater 
to evolving buying behaviours and mine 
a rich source of  customer insights.

Growth opportunities

* Aligning customer interaction with 
evolving preferences for greater use 
of  mobile technology, including 
cloud computing.

* Using social media to enhance 
interaction with customers, sales 
agents and intermediaries and other 
stakeholders through 
democratisation of  information.

Governance and people
The approach of  many supervisors 
continues to build upon the G20 
concepts of  ‘treating customers 
fairly and customer outcomes’ and 
includes some key lessons from recent 
insurance conduct issues. 

The new approach moves away from 
the traditional focus on point of  sale 
and places the regulatory lens squarely 
on product design and customer value; 
in particular, the product development 
process and governance, product 
features and customer needs, and 
whether products are suitable for the 
intended consumer market.

Growth opportunities

* View social media as an opportunity 
to engage and reach new customers, 
rather than a damage-limitation tool.

* Easily understandable and 
transparent policy terms and 
conditions to attract customers.

* Maintaining a strong risk 
management discipline that helps to 
identify and address potential 
challenges to the business, whether 
operational, credit or financial.

* Gap analysis to identify areas of  
improvement and identify business 
implications, as well impact on 
existing and future disclosure 
requirements and alignment of  
internal management reporting.

New state of  play 
The GCC insurance sector is 
undoubtedly vibrant and well placed 
for the new state of  play. GCC 
insurance companies that wish to stay 
ahead need to adopt an international 
perspective and strategy to build the 
tools and capabilities to cut through 
the complexity and to implement a 
successful strategy for the future.

Adeel Mushtaq FCCA is a senior 
manager within KPMG Assurance and 
Advisory Services, based in Bahrain

   *REGULATORY CHANGES
ACCOUNTING CHANGE – INSURANCE AND TAKAFUL

* The IASB’s insurance contract project is ambitious in its final stages, with 
the aim to develop a single comprehensive measurement model for all types 
of  insurance contracts.

* The AAOIFI has also taken up a project to review its guidance for takaful 
contracts to bring existing standards up to speed with the latest 
international standards within Islamic sharia principles. 

IAIS INSURANCE CORE PRINCIPLES (ICP)

* Revised ICPs were adopted in October 2011 and since the adoption many 
insurance regulators have spoken about reform agendas that seek to capture 
and align themselves with the IAIS standards. 

* ICPs are in the form of  26 standards with guidance papers covering 
governance, legal, solvency, valuation and group supervisory requirements.

RISK MANAGEMENT FRAMEWORK
Risk management requirements for insurers are evolving with an emphasis on 
stakeholders, and there is a long way to go to meet the expectations of  both 
CEOs and CROs by sufficiently aligning overall risk appetite with monitoring and 
enforcement on the ground.
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A monthly round-up of the latest developments in 
financial reporting, audit, tax and law

FINANCIAL REPORTING

IFRS FOR SMEs 
The latest update on support 
from the IFRS Foundation 
on IFRS for SMEs is at http://
bit.ly/OaKkml and includes 
the latest translations and 
educational material. The 
training material on IFRS for 
SMEs, Module 19 Business 
Combinations and Goodwill, 
has been updated with 
guidance and training, and 
tests knowledge with a short 
multiple choice quiz section. 

PUBLIC SECTOR 
The International Public 
Sector Accounting 
Standards Board (IPSASB) 
has issued its fourth 
exposure draft on the 
conceptual framework for 
general purpose financial 
reporting by public sector 
entities. The draft builds 
on the development of  
international public sector 
accounting standards and 
practice guidelines and aims 
to define the concepts for 
presenting general purpose 
financial reports.  

Proposals and areas to 
consider and comment on 
include: 

* the appropriateness of  
‘presentation’, ‘display’, 
and ‘disclosure’ and how 
they interact;

* the identification and 
interaction of  three 
presentation decisions 
(selection, location and 
organisation); 

* the approach in arriving 
at presentation decisions; 

* the description of  
information in the 
financial statements and 
reports. 

The draft is open for 
public comment until 15 
August. It can be found at 
http://bit.ly/YZwRqt

IFAC

INTERNAL CONTROL
In its publication 
International Good Practice 
Guidance: Evaluating and 
Improving Internal Control 
in Organizations, the 
International Federation of  
Accountants (IFAC) stresses 
the crucial role of  internal 
controls in governance and 
risk management. 

It adds that internal 
control ‘creates a 
competitive advantage, 
as an organization with 
effective controls can take 
on additional risk’, and can 
‘save time and money’ and 
promote ‘the creation and 
preservation of  value’.

The guidance is backed by 
practical support that aims 
to help answer key questions 
such as: 

* What should the scope of  
internal control be? 

* Who should be 
responsible for internal 
control? 

* How should controls be 
selected, implemented, 
and applied? 

* How can internal control 
be better integrated into 
the DNA of  the 
organisation? 

* How should the 
organisation report on 
internal control 
performance? 

The publication is at 
http://bit.ly/13juE9B

Glenn Collins, head of 
technical advisory, ACCA UK

EUROPEAN UNION
 

ANTI-TAX AVOIDANCE GROUP
A group of  experts 
charged with monitoring 
EU governments’ actions 
against tax avoidance and 
evasion has been set up by 
the European Commission.

The Platform for Tax 
Good Governance will 
assess the progress of  EU 
member states in restricting 
aggressive tax planning and 
the use of  tax havens. 

It will have around 45 
members: a delegate 
from each EU national 
tax authority and up to 
15 non-governmental 
representatives. 

The first meeting will be 
on 10 June. 

Find out more at  
http://bit.ly/VHLucU

EXTRACTIVE SECTOR RULES 
MEPs and EU ministers 
have agreed the text of  an 
EU directive that EU mining, 
mineral, metal, oil, gas and 
other extractive industry 
companies must report on 
payments they make to non-
EU governments. 

The requirement is 

triggered if  the total amount 
of  payments made exceeds 
€100,000. 

Find out more at  
http://bit.ly/10sAkK2

RED TAPE REDUCTION
An EU accounting directive 
has been approved that will 
reduce the accounting and 
bookkeeping demands made 
on small companies. 

The directive includes 
detailed guidance on how 
EU member states should 
cut their accounting 
requirements depending 
on the size of  a business, 
although significant 
flexibility is permitted. For 
instance, it introduces an 
EU-wide exemption allowing 
small groups to avoid 
preparing consolidated 
financial statements. 

Welcoming the 
decision, EU internal 
market commissioner 
Michel Barnier said the 
directive would protect 
small companies against 
‘obligations to produce 
onerous information in their 
financial statements’. 

The directive can be found 
at http://bit.ly/10u1pRP 

Technical update 47

http://bit.ly/OaKkml
http://bit.ly/YZwRqt
http://bit.ly/13juE9B
http://bit.ly/VHLucU
http://bit.ly/10sAkK2
http://bit.ly/10u1pRP


DANISH DIVIDEND TAX
The European Commission 
has told Denmark to 
stop imposing minimum 
taxation rates on foreign 
EU investment institutions 
while exempting Denmark-
registered institutions in 
certain instances. Brussels 
argues that this breaks EU 
fair taxation laws.

 
SPANISH CGT LIBERALISATION
The European Court of  
Justice (ECJ) has instructed 
Spain to bring an immediate 
stop to the taxing of  
unrealised capital gains 
when a company transfers 
its base or assets to another 
EU member state. 

Ruling that this breaks 
EU taxation fairness rules, 
the judges said a company 
from Spain ‘is penalised 
financially as compared with 
a similar company which 
carries out such transfers in 
Spanish territory’ and which 
does not have to pay the tax. 

More at http://bit.ly/ 
12YKKSe

Keith Nuthall, journalist

AUSTRALIA

ACCOUNTING FOR CARBON TAX 
The Australian Accounting 
Standards Board (AASB) 
has published an updated 
version of  a staff  paper, 

entitled Possible Financial 
Reporting Implications of 
the Fixed Price Phase of the 
Carbon Pricing Mechanism for 
Emitter Entities, in response 
to legislative changes since 
July 2012. 

It is designed to help 
identify the key general 
purpose financial reporting 
issues that may arise for 
emitter entities during the 
fixed price phase of  the 
Carbon Pricing Mechanism 
(CPM) and the possible 
accounting treatments 
under current Australian 
Accounting Standards. 

Another staff  paper, 
Financial Reporting 
Implications of the Carbon Tax 

for Government, was 
published in February 2013. 

The paper is designed to 
provide information about 
the key general purpose 
financial reporting issues 
that may have implications 
for the Australian 
government during the fixed 
price phase of  the CPM and 
addresses possible 
accounting treatments under 
current Australian 
Accounting Standards. 

Both papers can be 
reached through ‘Quick 
Links’ at www.aasb.gov.au

Lei Xu, technical manager, 
ACCA Australia and New 
Zealand
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for finance professionals.

All the latest news from the profession, 
international technical updates and tips 
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Eleni Perry
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Theoretically speaking
In the first of a series of five articles on management theories, Dr Tony Grundy looks at 
the role these theories play generally, before kicking off with competitive strategy theory

MOST BUSINESS ISSUES AND PROBLEMS HAVE
MANY DIMENSIONS AND CAN BE LOOKED AT
FROM A VARIETY OF PERSPECTIVES

Accounting is merely one strand of 
the management of any business, 
and there are many others, including 
strategy, marketing, economics, 
operations, technology and 
organisation. While the training of 
accountants increasingly looks beyond 
the narrower borders of accounting, it 
is still not as broad as, say, an MBA.

Most business issues and problems 
have many dimensions and can be 
looked at from a variety of  
perspectives. Management theories  
can help us to open up the ways in 
which we see things: it can thus be 
both important and useful to draw 

from such theories to solve problems.
An example of  an earlier theory in 

performance management was 
financial ratio analysis. In the 1970s, 
the conglomerate GEC in the UK 
practised a tight system of  financial 
control based on a hierarchical series 
of  financial ratios that are still a key 
part of  management accounting today. 
Ratios such as return on capital 
employed (ROCE) put great emphasis 
on conserving capital and helped 
produce efficiencies.

For well over a decade, GEC was very 
successful financially until its markets 
and products were in late maturity and 

in decline, not helped by tight capital 
constraints that inhibited renewal.

This example is useful because it 
highlights the need to be eclectic in the 
use of  management theories, and also 
because a theory may cease to apply 
as the situation changes.

The theories
We explore some of  the most prevalent 
and informative theories in this series 
of  five articles. The theories are 
grouped as follows:

* strategic – already partially covered 
in a five-article series in Accounting 
and Business last year (available at 

www.accaglobal.com/abcpd) and 
now developed more here;

* performance management, eg the 
balanced scorecard;

* knowledge-based, eg brainstorming, 
systems thinking;

* operations management, eg Six 
Sigma, lean management;

* leadership, eg organisational 
transformation.

First let us take a brief  look at the 
role that management theories play in 
business, and the issue of  whether 
they always add value or not. In my 
own management career of  over 30 
years, I have seen the rise, maturity 

and sometimes the decline of  theories 
such as:

* total quality management (TQM);

* business process re-engineering 
(BPR).

Many CEOs and management teams 
believe that theory is a panacea for an 
organisation’s issues and offers quick 
fixes. They seem to believe that they 
can be applied like a paint roller and 
that as long as there is a superficial 
effect, then that is good enough. But 
these theories come and go, and we 
need robust, sustainable management 
theories instead, which are elusive.

For instance, in my research for 
these articles I came across a rather 
interesting paper on management 
theories, Bad Management Theories are 
Destroying Good Management Practices, 
by Sumantra Ghoshal, a one-time 
management guru. Ghoshal suggests 
that there can be a strong element of  
faddism in management theory and 
that this can lead to malpractice. He 
blames business schools for putting 
out these management products 
without sufficient empirical testing to 
ensure they do what they are supposed 
to do.

In particular, Ghoshal criticises the 
naive adoption of  theories from the 
traditional natural sciences which are 
based on very deductive thinking. For 
instance, in BPR organisational 
inflexibility is attributed to business 
process complexity and is curable with 
a series of  techniques of  process-
simplification, badged ‘re-engineering’.

CPD
units on the web

www.accaglobal.com/abcpd
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AS SOMEONE SAID OF SCENARIO STORYTELLING:
‘WHY THINK ABOUT THE FUTURE? BECAUSE WE ARE
GOING TO SPEND THE REST OF OUR LIVES IN IT’

He suggests that such overly 
mechanistic theories really do not do 
justice at all to the fact that any 
management issue is embedded in a 
very rich context. Thus, generic 
treatments alone through a single, 
set-piece management framework are 
unlikely to be effective. Indeed, in the 
wrong hands and with inexperience 
they could be positively dangerous. 

I agree totally with Ghoshal, who 
sadly is no longer with us. Incidentally, 
I do remember that about 10 years ago 
I was doing a strategy lecture on a US 
company, broadcast live globally by 
satellite. You couldn’t see your 
audience, but the audience could see 
you. Ghoshal had done the talk before 
me. He had arrived to be told that the 
organisational issues he thought 
existed didn’t really apply: he tore up 
his talk and spent the entire night 
redoing it to focus on the real ones; 
that was a man after my own heart. He 
did look ragged the next day, though!

Strategic thinking
Coming back to our first set of  
theories, strategic theory, in the series 
of  articles last year we made the 
general points that:

* strategy is about how you move 
from where you are now to where 
you wish to be in the future;

* that move needs to be innovative 
and something that could be 
characterised as ‘a cunning plan’;

* to develop an effective strategy, one 
needs to know where one is now 

(strategic positioning) and also to 
develop some key strategic options 
to get there;

* this should be arrived at not just by 
brainstorming, but by a more 
systematic look at the different 
‘degrees of  freedom’ or ‘lines of  
enquiry’ available, in order to open 
up many more strategic options;

* these options should be evaluated 
systematically using clear and 
predefined decision criteria (eg the 
Strategic Option Grid).

Three kinds of  strategy theory
The rest of  this article will now look at:

* competitive strategy theory;

* blue and red ocean theory;

* scenario theory and game theory.
Competitive strategy is a term first 

coined in 1980 by Harvard professor 
Michael Porter, who was an economist. 
In his work Competitive Strategy, Porter 
looked at a number of  different 
industries and their structures and 
found that some were inherently more 
profitable (and thus attractive) to be in 
than others. He identified five ‘forces’ 
that were the key indicators of  superior 
performance:

* the bargaining power of  the buyers, 
ie customers;

* entry barriers;

* competitive rivalry;

* substitutes (products or services);

* supplier power.
We introduced these in the article 

‘Unpeel your competitive onion’ last 
year, but now develop further. 

Where these forces are favourable, it 
generally increases operating profit 
margin, ROCE and economic value 
added (see the series on the latter). So 
in determining strategy it is crucial to 
look at the five forces past, present and 
future. Other things being equal, one 

should migrate out of  markets or areas 
of  a market that do not look attractive 
or which are worsening, vis-à-vis 
Porter’s five indicators.

Multicoloured oceans
In 1985 Porter’s second major work 
(both of  which still rank as classics) 
was Competitive Advantage. Here he 
addresses the issue that ‘other things 
are not equal’, especially companies’ 
competitive positions. Porter’s two 
books thus highlight two key variables 
that determine strategic position (past, 
present and future): 
A ‘inherent market attractiveness’ 

– mainly the five forces;
B relative competitive position 

– roughly speaking, strategic 

GET VERIFIABLE CPD UNITS
Answer questions about this article online
Studying this article and answering the questions can count towards your verifiable CPD if you are 
following the unit route and the content is relevant to your development needs.  
One hour of learning equates to one unit of CPD

www.accaglobal.com/abcpd


attractiveness = A plus B, or the 
sum of  these two variables.

This is interesting to accountants 
because strategic attractiveness is a 
strong indicator of  ROCE longer term. 
HMV would be a graphic case of  a 
business failure waiting to happen on 
account of  these two factors becoming 
seriously adverse.

Later theorists have tried to surpass 
Porter’s forces by suggesting that the 
best strategy should be to bypass 
competitive intensity altogether 
through identifying market opportunity 
where there is uncontested space. 
Quite simply, these are markets where 
either ‘no one is doing it’ or ‘no one is 
doing it well’, often in an emergent 
state. Craftily, these are called ‘blue 
oceans’ to suggest clear space, in 
contrast to ‘red oceans’ (Blue Ocean 
Strategy, Kim and Mauborgne), which 
are mature markets with lots of  sharks 
and blood. This simplicity appeals to 
many managers.

This colour analogy may seem 
catchy and appealing, but where 
exactly is this new space to be found? 
Maybe 5% tp 10% of  the economy at 
best is of  that nature, so for the 
majority of  us that isn’t very helpful. 
And isn’t much of  that idea already 
wrapped up in the notion of  the 
‘cunning plan’ that I emphasised last 
year – for example, through finding new 
and clever ways to compete?

Having just two market states also 
seems a rather crude division. Indeed, 
in my book, Demystifying Strategy, I 

suggested three other oceans: green, 
brown and black:

* green: new markets, old forms of  
competing;

* brown: mature markets, aggressive 
players, profitable;

* black: perfect competition in 
contracting market conditions 
(HMV-land!).

So what kind of  market is your 
business in – blue, green, brown, red or 
black – and does your strategy deal 
with it well?

Again, it is necessary to be watchful 
of  oversimplifications of  reality in 
management theory.

Scenarios and game theory
The final branches of  strategy theory 
are scenarios and game theory.

Scenarios are simply self-consistent 
storylines of  the future. They are not 
projections, but focus on market 
dynamics, such as new entrants, 
changes in regulations, product 
maturity, and shifting methods of  
competition and distribution.

Scenarios are useful for planning 
over the horizon – for instance, to help 
support cashflow projections for 
long-term business valuations (eg for 
terminal value). Without them, there 
should be real concerns around 
sustainable shareholder value creation.

Scenarios are constructed around:

* assumptions about the future, 
particularly those that are very 
uncertain or of  high importance and 
thus unstable;

* particular events that take you from 
one state of  the world to another 
– the transitional events;

* storylines with a chain of  events and 
a cause-and-effect process;

* role-playing.
In the case of  role-playing, this 

brings in game theory, which combines 
economics and maths through 
probabilities and payoffs. For example, 
one might well need to imagine oneself  
as a new entrant to the market, or the 
regulator, or maybe as a key customer, 
and one by one, the key competitors in 
the market. Here, one has to imagine 
actually being those competitors.

Without going overboard on the 
maths, one can actually get some very 
interesting insights from scenarios – 
especially ones informed with very 
simple role-playing from game theory.

If  you want to learn more, see my 
Demystifying Strategy, particularly on 
the scenario dealing with the next 
London riots – suitably updated for new 
organisational strategies and tactics by 
the rioters! I did take the precaution of  
sending this to the Met police.

As someone once said of  scenario 
storytelling: ‘Why think about the 
future? Because we are going to spend 
the rest of  our lives in it.’

So maybe we should account for that 
management theory at the very least.

Dr Tony Grundy is an independent 
consultant and trainer, and lectures  
at Henley Business School
www.tonygrundy.com
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A novel career
[Ecolab FD Mike Shanks FCCA has managed to combine his day job 

with writing a novel, a dark crime thriller to be published this month

‘I HAVE ALWAYS ENJOYED READING, AND
WRITING HAS BEEN A HOBBY OF MINE AS FAR 
AS I CAN REMEMBER. IT HELPS ME SWITCH OFF’

It’s Mike Shanks himself who 
describes his career as ‘anything but 
linear’, qualifying it by adding that it’s 
‘always going in the right direction, 
but zig-zagging and bouncing off the 
edges as I move along’.

And if  the insight he demonstrates 
into his own life is reflected in either of  
his current careers, that of  finance 
director at Ecolab – a global provider 
of  water, hygiene and energy 
technologies and services – and author 
of  a gripping new crime thriller Dark 
Orchid, then he shouldn’t be too 
concerned about what the future holds. 
Because he’s right. His is not your 
average career path.

Born in Elgin, Scotland and having 
left school at 16, Shanks joined the 
Royal Navy and spent seven years 
travelling the world. ‘After this I left and 
took the only job I could get, a 
receptionist and mailman with a large 
offshore manufacturing company.’

It was here, in his early 20s, that he 
started to take an interest in finance, 
but admits that ‘with zero 
qualifications or experience, the 
openings for me were very limited’.

Enter ACCA!
Shanks says he chose ACCA for a 

number of  reasons: ‘I could continue 
to work – I needed the income – and 
didn’t have to take three years off  to go 
to university; it seemed to be the most 
flexible and inclusive of  all the 
accounting bodies and it was 
internationally recognised, and working 
overseas was on my wishlist.’

After four years of  hard graft, 
studying evenings and weekends, he 
qualified and, to this day, is grateful for 
the solid foundation the course gave 
him. ‘It was certainly one of  the best 
career choices I’ve made,’ he says. ‘It 
gave me a fundamental understanding 
of  finance and accounting and has also 
opened doors for me.’

While he learned the theory of  
accounting through ACCA, practical 
application in the real world ‘with real 
people and real businesses’ happened 
in his first role in a small management 
accounting firm in Inverness – Eagle 
Consulting. ‘Three years with Eagle 
Consulting taught me about real-world 
accounting – hard work, but lots of  fun.’

Travelling man
However, Shanks’ urge to travel and 
work overseas meant that he would 
soon spread his wings away from 
Eagle – and away from practice – and 
move to Switzerland, firstly in a role 
with Johnson & Johnson and then two 
years ago to Ecolab. A year ago he was 
promoted to EMEA finance director for 
a division of  Ecolab, based in Zurich.

‘Day to day this could mean anything 
and everything; it is certainly not 100% 
finance,’ he explains. ‘At the leadership 
level within most organisations the 
expectations are that we lead the 
business, whatever that means that 
day, month, quarter or year. We all 

have specific roles to play, but the 
more senior you get the more blurred 
the edges become. A good finance 
person has to be a good business 
person and, reciprocally, a good 
general manager has to be a good 
finance person. We all have our distinct 
titles and responsibilities, but the end 
goal is the same and you have to be 
prepared to jump into any discussion, 
whether it be marketing, sales, R&D, 
supply chain or finance.’

If  this article finished here, any 
aspiring finance directors reading it 

would, no doubt, be encouraged and 
inspired by Shanks’ determination, 
hard work and success – from Naval 
recruit to FD in a decade or so, but 
Shanks’ story does not end there. He 
had other ambitions.

‘I have always enjoyed reading, and 
writing has been a hobby of  mine as 
far as I can remember. It helps me 
switch off. It takes 100% concentration 
and thus fully occupies my mind. I 
decided at the end of  2011 that I 
would give writing a book a go, nothing 
ventured and so on. I set myself  the 
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goal of  finishing it within one year and 
then just started. Perhaps it’s a mid-life 
crisis thing, but I don’t want to look 
back and say “what if?”. If  it flops, 
then so be it. I tried.’

With a full-time job and a family, 
trying took a lot of  effective time 
management. ‘I did try to write 
something every day, but the realities 
of  family life, with three children aged 
12, three and one, and a demanding 
job, just don’t allow for this. Most of  
my writing was done after the children 
had gone to bed or during the “dead” 

times; waiting to board a plane, hotel 
rooms, buses and trains. I never set 
myself  a daily word limit because I 
knew at the start I would never be able 
to keep to it. Sometimes I would write 
5,000 words in one sitting, then write 
nothing for a few days or weeks.’

No harm done
Part of  the acknowledgement at the 
beginning of  Dark Orchid gives a light-
hearted insight into how he juggled 
work with writing with family. In it, he 
addresses his three-year-old son and 

says: ‘Finally, thanks to Cameron for 
enthusiastically joining in with my 
sham multi-tasking. You survived,  
so no harm done.’

Shanks’ aim was to finish the book 
in a year, which he did, and once it was 
in reasonable shape, he ‘blanket-
bombed’ publishers. ‘A friend of  mine 
recommended John Hunt publishing to 
me as this was her publisher and they 
came back positively very quickly. I 
wasn’t sure what to expect. Overall, 
though, I have been positively surprised 
at the editorial and design process with 
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John Hunt. It is slower than I am used 
to in my day job, but I understand this 
is normal for publishing.’

And so, at the same time this 
magazine will be going to press, so too 
will Shanks’ first novel. Dark Orchid 
follows the characters Galston McGee 
and James Bisset as they journey 
through 1970s Glasgow, involving 
white-collar fraud and organised crime 
and is ‘a fast-paced story of  love, 
greed, resurrection and revenge’. It is 
an achievement he is justly proud of, 
but also perfectly willing to attribute to 
lessons learned throughout his life. 

‘The military attitude of  “just do it” 
has certainly helped me,’ he says, ‘not 
just in writing a book, but in my whole 

life. If  you never take a risk, then you 
will have a very safe, but also very dull 
life. Embarking on my studies through 
ACCA was a risk, changing jobs is a 
risk and writing a book is a risk, but 
without taking the risk or giving it a go 
you will never achieve anything. This 
book has an accounting fraud at the 
base of  it and this is something I 
would never have come up with if  I had 
chosen an alternative career, but this is 
only a very small piece of  the whole.’

Which leads to the question: does 
Shanks need to choose between 
accountancy and writing?

Not yet, seems to be the answer. 
‘Writing is my hobby,’ he says. ‘It’s my 
extra-curricular pastime. I have written 

about a third of  my second book, True 
& Fair, which will again mix finance and 
crime. I like the idea of  the main 
character being an accountant, but this 
time he will be a bit more adventurous. 
Perhaps I’m on a quest to blow up the 
dull and boring caricature of  
accountants. I don’t think I will be 
giving up my day job anytime soon 
though. I enjoy my work, I work for an 
excellent company and have plenty of  
career-related things still to do before I 
stop. Perhaps if  Hollywood came 
calling, then I might consider a career 
switch, but for now I am very happy 
doing both.’

And Shanks’ advice to aspiring 
authors or, indeed, finance directors 
reading this article? ‘Give it a go. Just 
because you might fail doesn’t mean 
you shouldn’t try, and you never know, 
you might just succeed.’

Beth Holmes, journalist

Michael James Shanks
Born 20/07/1970, Elgin, Scotland
Qualifications: FCCA, MBA from Warwick Business School

CAREER:
Royal Navy 1987–1994 
Halliburton 1994–1997 
Eagle Consulting 1997–2000
Johnson & Johnson 2000–2010
Ecolab 2011 to date. Hired into Ecolab as controller for the healthcare 
division, promoted to finance director for Nalco Division in spring 2012.

Family: Married to Jennifer with three children, Ryan, Cameron and Juliet.
Hobbies: Playing football, badminton, tennis and snooker. And writing.

        *CAREER AND FAMILY

Dark Orchid by Michael J Shanks, 
published by Roundfire, is currently 
available on Amazon pre order. 
Roundfire is an imprint of   
publishing house John Hunt.
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Following in their footsteps
[With few businesses thinking about who will fill CFOs’ shoes in the future, and demographic factors 

playing a significant role, qualified accountants aiming for the top could have the world at their feet  

‘THE QUALITY OF SUCCESSION PLANNING HAS  
MUCH MORE TO DO WITH THE FOCUS, TIME
AND ATTENTION THAT TOP LEADERS GIVE IT’

Succession issues are a significant 
and growing challenge for companies 
and could be an opportunity for 
qualified accountants who may step 
up internally or be drafted in to even 
become the next CEO or CFO.

‘Many businesses spend very little 
time, if  any, thinking through who will 
lead the various aspects of  their 
business in the future,’ says Karen 
Young, a director for the senior finance 
section of  global recruitment experts 
Hays.‘Employers of  all sizes need to 
identify their most critical roles, such as 
finance director, and who could succeed 
the current job holders of  these roles in 
the next 12 months, two years or five 
years,’ she urges. ‘Otherwise 
organisations risk losing great leaders 
along the way to someone who will give 
them better career opportunities, or 
they may find themselves with gaps in 
their organisation, which could stifle 
their growth plans.’

For much of  the world, family-owned 
businesses passed down the 
generations are the traditional and most 
widespread model. Often, the CEO is 
the elder statesman of  the family while 
sons, daughters, uncles, aunts, cousins 
and spouses occupy key positions.

This model is changing fast, though, 
through increasing complexity and 
globalisation in the commercial world. 
More companies feel bound to look 
outside the family for the superior and 
advanced managerial and financial 
skills that they need to compete. On 
the other hand, the younger generation 
may want to spread its wings in other 
occupations, professions and locations.

In 2011, for example, Knowledge@
Wharton, a commentary published 
online by the Wharton School at the 
University of  Pennsylvania in the US, 
referred to a poll of  private companies 
by the Guangdong Federation of  
Industry and Commerce. It showed 

that while 62% of  respondents hoped 
family members would take over 
running the business, 51% feared it 
would be unlikely. 

Uncertain future
This fear is also a reality throughout 
much of  Europe. The French newspaper 
Le Monde reported in March that 
uncertainty over the next generation 
of  management in France’s family 
businesses threatens 330,000 jobs per 
year because of  the risk that firms not 
passed on will instead wind up.

Jesús Casado, secretary general of  
the Brussels-based policy and lobbying 
association European Family 
Businesses, told Le Monde that in 
Europe, a family business has a very 
small likelihood of  existing in the same 

form two generations later; and only 
15% of  these firms remain when it 
comes to the third generation.

For context, CampdenFB, a London-
based magazine about family business, 
reported this year that 80% of  French 
businesses are family controlled; 48% 
of  them do not have succession plans; 
and fewer than 10% are passed on to 
the next generation, even though 58% 
of  owners would like this to happen.

While differences in attitudes 
towards, and provision for, succession 
planning may exist between countries, 
experts say that the key differentiators 
come down to more prosaic but 
critical factors.

‘The quality of  succession planning 
differs a great deal from company to 
company but we would say this has less 

to do with the particular geographies or 
cultures and much more to do with the 
focus, time and attention that top 
leaders give this topic,’ says Arvinder 
Dhesi, director of  the UK talent 
management practice of  Towers 
Watson, the global HR consultants.

‘Too often, we observe that HR 
professionals become the custodians 
of  a rather soulless bureaucracy 
– managing names and boxes – rather 
than facilitating a really meaningful 
dialogue about the sustainable future 
of  the organisation and the 
forthcoming challenges it will need to 
address,’ he adds.

Where succession planning is done 
really well, organisations focus more 
attention on the future demand for 
talent – particular skillsets in particular 

geographies – and less on current 
supply, he says. ‘This future-first 
approach provides a richer and more 
robust assessment of  potential 
successors. We support clients to think 
of  succession planning in terms of  
decisions and risk. For example, risk of  
unforeseen vacancies, risk of  
appointing people before they’re ready, 
risk of  deploying “more of  the same” 
with a backward view of  what kind of  
skills, knowledge and experience might 
be required in the role,’ Dhesi says.

Large companies, particularly in the 
listed sector where stock prices can be 
rattled or buoyed by investor and analyst 
perceptions of  the weakness or strength 
of  CFOs, CEOs and other key personnel, 
as well as uncertainty over change in 
these positions, are acutely aware of  
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succession issues. Shining examples are 
to be found worldwide. These include 
Indian organisations that have invested 
significantly in building leadership-
bench strength, says Mira Gajraj Mohan, 
Towers Watson’s Singapore-based 
director of  talent management and 
organisational alignment, Asia Pacific.

‘Companies like Infosys and Wipro – 
both of  them IT consultants – are 
frequently named as some of  the best 
companies for leadership planning and 
have a history of  growing talent from 
within,’ she says.

According to Dhesi, good succession 
planning is even more important to 
smaller companies: ‘They often have 
less capacity to deal with critical 
positions being left vacant,’ he says.

Economic downturn is adding to this 
capacity issue. The 2008–09 recession 
persuaded many ‘baby-boomer’ 
entrepreneurs in Canada to postpone 
retirement, according to a 2012 survey 
by the Canadian Federation of  
Independent Business (CFIB). 

‘Some small businesses decided to 
hold onto their business until its value 
returned to pre-recession values,’ says 
the CFIB’s vice president of  research, 
Doug Bruce.

Exit not ahead
In the CFIB survey, 23% of  Canadian 
business owners said they had delayed 
their exit dates by between one and four 

years, while only 5% said the downturn 
had accelerated their retirement. All of  
this points to a wave of  retirements 
between now and 2022, a transfer of  
small business assets of  ‘possibly more 
than a trillion [Canadian] dollars’, 
according to CFIB estimates. Almost 
half  of  the small and medium-sized 
enterprises surveyed had a succession 
plan in place.

The retirement of  baby boomers is a 
worldwide phenomenon and is just one 
factor driving concern over succession 
planning. Birth rates lower than the 
level needed to counterbalance 
mortality rates in many mature 
economies are reducing the stock of  
young people potentially available to 
step into the shoes of  older executives. 
This effect is compounded in many 
rural areas that are depopulating and 
seeing their demographics skew 
towards older-age cohorts as young 
people are drawn to cities and towns.

In a 2012 report on the Småland-
Blekinge region of  southern Sweden, the 
Paris-based Organisation for Economic 
Cooperation and Development (OECD) 
warned that these demographic factors 
may result in ‘unparalleled shortfalls of  
business owners and employees’ in 
many of  the OECD’s member states.

Alarmed by what it was seeing in 
Scandinavia, Finland’s Lahti University 
of  Applied Sciences and FINPIN 
(Finnish Entrepreneurship and 

Innovation Network for Higher 
Education) founded a Business 
Succession School (BSS) in 2005 to 

promote knowledge and innovation-
based entrepreneurship in Finnish 
higher education institutions. At 

the time, it was believed that 
60,000 to 70,000 firms out of  the 
240,000 in Finland in 2004 would 

close their doors by 2014 due to 
succession uncertainties.  

The flipside of  these considerations 
is that the world really is an oyster for 
qualified accountants whose skills 
match an acute and growing need for 
advanced financial skills in roles 
including CEO and CFO. Consider this: 
55% of  UK finance directors admit to 
having no succession plan in place for 
their roles, according to new research 
from Robert Half  UK, the largest 
specialised financial recruitment 
consultancy for UK finance jobs, 
accountancy jobs and banking jobs.

Of  the respondents, 39% cited a 
‘lack of  existing internal talent’ as the 
primary reason for not identifying a 
successor, and this rose to 55% for 
publicly listed companies. 

When asked how they would foresee 
a successor being identified for their 
role, FDs cited external permanent hire 
(40%), local internal promotion (26%), 
international transfer/internal 
promotion (23%) and interim 
professional until permanent hire is 
selected (11%). So, looking outside 
the firm is far and away the most 
popular strategy.

‘With a raft of  high-profile senior 
resignations over the past year, it is 
surprising to see such a large 
proportion of  FDs without a chosen 
successor, or indeed the pool to choose 
from,’ says Phil Sheridan, managing 
director of  Robert Half  UK.

Robert Stokes, journalist
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School Direct. 
The new way 
into teaching. 
School Direct is an  
exciting new training 
route for top graduates  
who want to be part  
of a school team from 
day one. Places are still 
available this year at  
some of the country’s  
best schools. For details  
of vacancies in your  
area call 0800 389 2500  
or search ‘School Direct’.

Rewarding  
Challenging  
Teaching 

Where better  
to train to  

teach than in
a school?

http://www.education.gov.uk/get-into-teaching/teacher-training-options/school-based-training/school-direct.aspx?sc_lang=en-GB
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We’re constantly improving our 
member resources to bring relevant 
solutions to your development needs.  

Our CPD hub, My Development, 
brings a range of  CPD learning 
opportunities together in one place 
including AB articles, CPD articles  
with multiple-choice questions, 
e-learning courses, face-to-face events, 
podcasts, webinars and qualifications 
from our partners.

Here we talk to some ACCA members 
about their experiences of  e-learning 
and My Development courses.

Cris Blanco FCCA
Blanco is a director – internal audit 
at COCESNA in Honduras and used 
e-learning last year to improve his 
knowledge in specific areas as well as 
for CPD units. 

What are the benefits of e-learning?
‘For me, the main benefit with all 
e-learning is convenience – being 
able to access study materials and 
presentations at the best time for you 
without the need to travel, or be away 
from work or family for any length of  
time. You can also study at your own 
pace and gain new information which 
will improve the quality of  your work. 
If  you are committed to learning, and 
hunger for new knowledge, then you 
can easily get the information and 
understanding you need through an 
e-learning course. 

‘I find e-learning to be a much more 
cost-effective way to keep abreast of  
new developments. The presenters are 
mainly experts in their field, and the 
materials and recordings are also often 
available after the presentations.’ 

Maryam Morounkeji Maadan 
ACCA
Maadan works at the Central Bank of  
Nigeria as assistant manager in the 

macroprudential and trend analysis 
division of  the financial policy and 
regulation department. The range of  
topics offered through My Development 
allow her to enjoy a varied learning 
experience while meeting her 
development needs.

What courses have you taken?
‘I have taken e-learning courses on 
International Financial Reporting 
Standards, which were open to ACCA 
members following the unit route for 
their CPD. I’ve also viewed related 
ACCA webcasts even though I was 
unable to see them live due to my  
work schedule. 

‘I’m also making use of  e-learning 
materials on financial risk management 
provided by Kesdee and I’m planning 
to enrol on two accountingcpd.net 
courses, one on grammar and effective 
writing for accountants, and the other 
on communicating complex ideas.’ 

Lamin N’jai FCCA
N’jai is a finance officer at a leading 
international health financing 
institution in Geneva, Switzerland, 
focusing on grants to tackle HIV/
AIDS, malaria and TB. The demands of  
his job make it impossible for him to 
attend classroom-based CPD courses. 

What should ACCA members consider 
when choosing e-learning?
‘As a gentle introduction to e-learning, 
read the CPD articles in the digital 
edition of  Accounting and Business. 
Even though these count for only a few 
CPD units they give you a taste of  what 
e-learning is all about. Then go to one 
of  the main e-learning providers who 
offer a range of  cost-effective courses.’ 

A final word?
Blanco: ‘It does not matter if  you are 
at home, at work or travelling – all you 
really need is access to the e-learning 
site, the chance to focus and listen, 
and the ability to take notes.’

Maadan: ‘E-learning has been very 
successful for me and I would advise 
other members new to e-learning 
to consider using it because of  the 
benefits it offers, especially in terms of  
convenience.’

N’jai: ‘I would advise members to look 
for courses which give you the chance 
to access archived learning materials 
or retrieve sessions to review at a later 
date, as this is a valuable benefit.’

Why not give My Development a try?  
Visit www.accaglobal.com/CPD

E-learning is flexi-learning 
Undertaking e-learning via the My Development CPD hub is a flexible, convenient and 
cost-effective way to gain knowledge, as ACCA members who’ve done so can testify

 LOOKING FOR A NEW JOB?
www.accacareers.com/international

Cris Blanco Maryam Morounkeji Maadan Lamin N’jai
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01  Ayalew Zegeye, 
president of  the 

Addis Ababa Chamber 
of  Commerce, addresses 
the forum attendees

02  Melanie 
Robinson, head 

of  DFID Ethiopia, talks 
with Netsanet Tsegaw, 
head of  ACCA Ethiopia 
(centre) and Sehul 
Tirusew, financial analyst 
at Precise Consult 
International

The CEO’s breakfast forum is a 
quarterly event that brings together 
leading CEOs, government officials 
and other development agencies on 
issues of doing business in Ethiopia. 
The goal of this forum is to serve as a 
platform to inform leaders on current 
business trends and management 
practices, as well as offer a great 
opportunity to network.

ACCA Ethiopia and Precise Consult 
International held the first quarterly 
CEOs’ Forum on 28 March at the 
Sheraton Addis over breakfast, focusing 
on the risks and rewards of  doing 
business in Ethiopia. This event 
brought together more than 80 
business leaders and government 
officials, including the Ethiopian state 
minister for industry, director general 
of  the Ethiopia Investment Agency, as 
well as leading businesses such as 
Diageo, Tecno Telecom and Schulze 
Global Investments.

Welcoming and opening remarks 
made by the organisers indicated the 
following two important points: the fact 
that Ethiopia’s future depends on the 
competitiveness of  the nation’s 
industries, which in turn relies on the 
ability of  businesses to build 
competitiveness through inter-
networking and also adopting best 
practices on how to do business at 
global level; as well as the significant 
role that micro-level management 
knowledge plays in developing and 
running efficient business.

Panellists shared their experiences 
and knowledge of  doing business in 
Ethiopia, which was complemented by 
a lively discussion on the opportunities 
and challenges of  doing business in 
Ethiopia from various angles, both at 
macro and micro level. Panellists 
underscored that the greatest 
opportunities Ethiopia offers for doing 
business are its strategic location as a 
business hub, its large market size and 
labour force. 

On the other hand, the panellists 
stated that the major challenges in 
doing business in Ethiopia are high 
logistical costs and bureaucracy in the 

ETHIOPIA INVESTMENT RISKS AND REWARDS 

process of  transportation and custom 
clearance, foreign exchange shortages 
and high taxes.

Participants from government offices 
confirmed that both the challenges and 
opportunities discussed exist and 
pointed out that the government of  
Ethiopia is working hard to minimise 
the challenges. 

A quick survey undertaken after the 
the breakfast forum indicated that all 
participants found the forum useful, 
and 90% of  the participants believed 
the event had created an opportunity 
for them to be introduced to potential 
business partners, while the other 10% 
remained uncertain. 

Of  the respondents, 80% also 
agreed that the issues discussed were 
very informative and useful, while the 
20% were neutral on the matter. As 
many as 90% of  the respondents also 
agreed that the panellists were 
informative on the issues discussed.

While all respondents indicated their 
interest to attend similar breakfast 
forums in the future, they expressed 
their interest to hear from business 
leaders in the financial sector and also 
indicated that middle-level managers 
could benefit from participation. Final 
recommendations were to bring more 
focus to the discussion topics and 
allow more time for networking.
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Corporate governance 
appears to be in crisis, 
from banking to the 
public sector. What, 
then, can boards do 
differently to address 
the key areas of 
performance, risk and 
internal control?

At ACCA’s Global 
Forum Symposium in 
London in April, it was 
suggested that while it is 
easy enough to express 
what is wanted from 
corporate governance – the 
creation of  value – confidence in 
governance’s ability to do so has been 
severely dented. 

Recent reports into failings at UK 
banks have concluded that high 
standards of  corporate governance were 
met. But while the banks played by the 
rules, they obeyed the letter rather than 
the spirit of  the governance code. 
Forum members discussed how 
encouraging the right behaviour could 
be more effective than imposing 
complex rules. Just concentrating on 
making risk models cleverer was, it was 
suggested, the route to future failure.

Gillian Fawcett, ACCA’s head of  
public sector and staff  expert on the 
Global Forum for the Public Sector, 
stressed that there was no clear link 
between good governance and the 
performance of  an organisation: 
‘Common sense says that a well-
governed organisation should also 
achieve high performance. However, 
there is very little evidence to support 
such a link. There are a number of   
examples in the public sector of  
high-performing organisations with 
poor governance arrangements.’

But she added that there have been 
a catalogue of  failures in the public 
sector: ‘Time and time again the same 

issues come up: the lack 
of  skills, poor leadership, 
unethical behaviour and 
the inability of  boards to 
understand the data put 
in front of  them, etc. The 
issues all lead back to 
poor governance.’ 

Accountability is a key 
issue, according to 
Fawcett, particularly in 
the public sector, with its 
multiple stakeholders. 
‘The public sector is 
developing in all sorts of  

ways, in terms of  new partnership 
models, shared services and the 
increasing provision of  public services 
by the private sector and this all blurs 
the accountability lines,’ she said. 
‘Even if  you look at the accountability 
lines in local government, they are very 
different compared to health – local 
elected councillors follow different 
ethical codes from health trusts.’

Lorraine Holleway, head of  financial 
reporting at Qatar Shell and chair of  
the Global Forum for Corporate 
Reporting, told the symposium that 
concentrating on ‘softer factors’ seems 
to offer a better route than refining 
rules. She said: ‘Regulators struggle to 
create rules to cover every eventuality 
but it doesn’t work. People always find 
a way to get round more rules. If  you 
have a set of  principles you have a 
greater chance of  success. You need to 
look at things holistically rather than 
focusing on a number.’

However, some symposium speakers 
questioned whether governance really 
is in crisis or if  indeed it matters if  it 
is. Peter Bonisch, managing director of  
risk adviser Paradigm Risk, said: ‘The 
banking crisis has been amplified and 
transferred to other sectors but that 
does not mean there is uniformly a 
crisis of  corporate governance. The 

bigger concern is the limited capacity 
to exercise control knowledgeably in 
corporate boards. Corporate officers 
are dropping the ball; the expectation 
that corporate boards will pick up the 
slack is both unrealistic and now 
unfortunately all-pervasive.’

When the problem is viewed through 
the ‘other end of  the telescope’, the 
key issue, according to Bonisch, is 
whether businesses are taking enough 
risk: ‘The governance structures we 
have in place are doing the wrong 
thing, discouraging boards from taking 
the risks they need to take if  we are to 
achieve the level of  wealth we demand. 
If  corporate boards are doing what is 
required of  them and still falling flat in 
this area, then we have a problem.’

For more on ACCA’s global forums 
visit www.accaglobal.com/
globalforums

For a blog on the role of ACCA’s global 
forums, visit www.accaglobal.com/blog

Is governance broken?
The rules simply don’t work, ACCA’s recent Global Forum Symposium heard, and 
perhaps never can, although others pointed to a different culprit for corporate failures

Lorraine Holleway

Today’s global economy requires 
global standards to allow 
transparency and comparability 
of financial accounts of listed 
companies across the world. 
However, serious concerns linked 
to the conceptual framework of 
International Financial Reporting 
Standards (IFRS) need to be solved 
– namely, the concepts of prudence 
and stewardship, as well as the 
issue of the standards’ quality, 
complexity and reliability.

These were the main conclusions 
of  a roundtable organised recently 
by ACCA and hosted by MEPs Syed 
Kamall and Theodor Stolojan in the 
European Parliament in Brussels.

  *IFRS ISSUES
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Inside 
ACCA

With the consultation 
deadline less than two 
months away, ACCA is 
urging business leaders 
and investors around 
the world to help shape 
the future of corporate 
reporting by responding 
to a new draft framework 
for integrated reporting.

The International 
Integrated Reporting 
Council (IIRC) is keen for 

as many organisations as possible to respond to the 
consultation draft of  the framework by 15 July to 
ensure the final framework reflects the needs of  an 
increasingly complex and demanding global market. 

ACCA believes the framework will be a significant 
step forward in corporate reporting because of  its 
focus on communicating how an organisation 
creates value for the long term. This will mean 
organisations reporting more widely on how they 
employ various capitals, including financial, human, 
natural and societal, which is essential to help 
explain how 21st-century organisations can be run 
as sustainable businesses. 

Investors should also note the emphasis in the 
framework on communicating information about 
those factors that might affect future performance, as 
well as on materiality assessments. ACCA says that 
this can foster the credibility of  company reporting 
by ensuring that the issues addressed in reports are 
those most material to a full understanding of  the 
organisation’s performance and prospects.

ACCA chief  executive Helen Brand, a member of  
the IIRC Council, said: ‘Having already produced our 
own annual report last year using the integrated 
reporting principles, we have seen the value this can 
bring to us as an organisation and to those who rely 
on our reporting. We believe integrated reporting 
provides an opportunity for leadership and innovation 
in the accountancy profession. But it is equally 
important that reporting organisations and the 
investor community play a significant role in the 
consultation since they can ensure their views are 
heard and that key issues which they might identify 
can be addressed at an early stage.’

The new framework was extensively covered in last 
month’s Accounting and Business. For more, go to 
www.accaglobal.com/framework

Make it yours
Help shape the integrated framework 
to move business reporting forward

NON-FINANCIAL REPORTING
ACCA and Deloitte have teamed up with 
consultancy Lodestar and the Global 
Reporting Initiative (GRI) to host the 
Non-Financial Reporting Conference 
2013 in London on 28 June. 

The conference will examine the 
development of  integrated reporting, 
consider the changing role for finance 
professionals, and explore the legal 
consequences of  more integrated and 
transparent disclosures. 

Details at www.nfrconference.co.uk 

SME SPECIAL OUT NOW
The critical role 
played by the 
finance function in 
the growth of small 
and medium-sized 
enterprises (SMEs) 
is among the issues 
explored in a new, 
special edition of 
Accounting and 
Business focusing 
on the sector.

AB.SME also looks at what support is 
needed to help small businesses 
further internationalise their activities. 
Other articles focus on the support 
that small and medium-sized 
accountancy practices (SMPs) can 
offer SMEs, the role of  capital  
markets and sustainability. Sector 
experts from around the world are 
among the contributors.

ACCA’s head of  small business 
Rosana Mirkovic said: ‘AB.SME looks at 
some of  the important opportunities 
that remain largely untapped by 
policymakers and SME owners alike, 
highlighting the important role of  the 
profession in supporting the potential 
for further growth, from business 
support to increasing financial skills 
and capabilities within SMEs.’

The publication is available at www.
accaglobal.com/smallbusiness, along 
with other resources to help SMEs.

Helen Brand
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VT Final Accounts is the popular Excel based

accounts production package from VT Software.

The latest version can be used to generate an

iXBRL accounts or tax computation file from 

any Excel workbook or from the pre-tagged

templates contained within the package. 

A large number of users of VT Final Accounts

have already successfully submitted iXBRL 

files to HMRC.

To download a free 60 day trial please 

visit www.vtsoftware.co.uk/ixbrl
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