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BIG 
AMBITIONS?
For your next 
move, go to www.
accacareers.com/
china-hong-kong

STARS TURN
Growing numbers 
of the rich and 
famous are 
deserting countries 
such as the US and 
France in protest at 
the high tax rates 
levelled on top 
earners.
Page 24

GREATER GOOD
A collaborative 
initiative involving 
the six large 
international 
audit networks 
is drawing  
lessons from  
the financial  
crisis.
Page 46

RESEARCH AND INSIGHTS APP
The new release of our app explores finance 
function transformation, in particular shared 
services and outsourcing. To download it, visit 
www.accaglobal.com/riapp, or just search for 
‘ACCA Insights’ in the iTunes App Store

For Jean-Marc Huët, CFO at Unilever, the consumer goods giant’s finance function must 
demonstrate flexibility and agility while connecting all the dots. And that’s nowhere more 
important than when embedding the company’s strategy for sustainability. See page 12

WATCH WITH INTEREST
A few weeks ago, PwC issued its Chinese Bankers Survey 2012 
report, in conjunction with China Banking Association (CBA), in which 
it announced that over 60% of bankers believe that interest rate 
liberalisation poses challenges to their business in the next three to 
five years. 

According to PwC, the decision by the People’s Bank of  China to 
raise deposit interest rates in June 2012 was beyond the expectations 
of  most bankers: less than 3% anticipated the start of  liberalisation. 
The move – which may herald further announcements from the Bank 
of  China as it looks to deregulate the financial system and allow more 
competition – is unpopular; 56.6% of  respondents believe that removing 
the ceiling for deposit interest rates has a negative impact on banks.

In this issue, we report from a recent European Union-China research 
colloquium in Shanghai which discussed where Chinese banks might 
find new sources of  income (page 16). While there has been a significant 
growth in wealth management business, perhaps most interesting is the 
opportunity that rural banking – as yet untapped – may offer.  

With China’s great swathes of  agricultural land, rural lending may 
attract the banking industry’s attention, with the caveat that while the 
Chinese government has expressed a commitment to expand rural 
banking facilities, the sector needs urgent reform if  banks are to make 
any significant return. Yet this hasn’t put off  those who were surveyed 
by PwC and CBA, with 44.7% putting agriculture, forestry, livestock 
breeding and fishing among one of  the key focuses of  credit facilities 
in the future; strategic emerging industries topped the list (72%).

For Jimmy Leung, PwC’s China banking and capital markets leader, 
the continued expansion of  banks against a backdrop of  financial 
regulatory and macro-control policy change, and an economic 
slowdown, is inevitable: ‘Despite the significant pressure on the 
Chinese banking environment caused by the global downturn, Chinese 
bankers remain very positive about the industry’s future development.’ 

Colette Steckel, colette.steckel@accaglobal.com
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01In the first 
major exhibition 

of  its kind, New 
York-based artist 
Nathan Sawaya has 
created 52 large-scale 
sculptures from LEGO 
bricks at Singapore’s 
ArtScience Museum

02 Popular Hong 
Kong actor 

and director Stephen 
Chow’s appointment 
as a political adviser to 
Guangdong province has 
met with mixed reaction

03 More than 1,000 
runners from 

20-plus countries took 
part in Myanmar’s first 
international marathon 
since 1996 in Yangon

News in pictures6



04 Hong Kong’s 
double-deck 

tram network, which has 
been around for over 
a century and is the 
largest in the world, is 
enjoying a revamp that 
includes the addition 
of  air-conditioning and 
new seats

05 South Korean 
rapper Psy, whose 

Gangnam Style video was 
the first to break one 
billion views on YouTube, 
has now earned US$8m 
in ad revenue

06 Dutch Queen 
Beatrix met 

Singapore’s President 
Tony Tan during her 
official state visit to 
Singapore in January. 
Shortly afterwards 
she announced her 
abdication, effective 
from 30 April

07 Schoolboys 
wear dust 

respirators to protect 
against haze weather 
in Qinhuangdao in east 
China’s Hebei province. 
Mainland China is 
to step up its fight 
against air pollution, 
expanding the number of  
monitoring stations
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EX-PAT NIRVANA
Singapore is becoming increasingly attractive for expatriates. The city topped Mercer’s latest list for infrastructure. Hong 
Kong was sixth. The Asia-Pacific region’s lowest-ranking city for city infrastructure is Dhaka, Bangladesh at number 205.

E7 CHALLENGE G7
PwC’s World in 2050 – The BRICs and beyond: prospects, challenges and opportunities predicts the 
world economy is projected to grow at an average rate of just over 3% a year from 2011 to 2050, 
doubling in size by 2032 and nearly doubling again by 2050. Figures for average growth in GDP in 
purchasing power parity show Nigeria leading the way over the period, followed by Vietnam and India.

2011 RANKING 2050 RANKING

TWO SIDES OF THE COIN
According to The State of the Internet Report by Akamai, an enterprise cloud 
platform provider, Asia enjoys the fastest internet connection speeds in the 
world, witnessing a 0.9% rise in Hong Kong to a 54% rise in Indonesia. On 
the flip side though, Asia is also the biggest source of cyber attacks.

NET SPEEDS (MBPS)

54.1 Hong Kong

48.8 South Korea

42.2 Japan

30.7 Singapore

22.8 Australia

20.2 Thailand

18.2 Malaysia

8.3 Vietnam

8.0 India

7.1 China

28%
Percentage 
of  Asia-
Pacific firms 
(excluding 
Japan) 
optimistic 
about their 
economies 
in Q4 2012, 
according 
to Grant 
Thornton.

70%+
The 
number of  
multinational 
companies in 
Asia-Pacific 
who support 
employees 
bringing in 
their own 
devices.

145
Malaysia’s 
all-time 
lowest 
ranking in 
the World 
Press 
Freedom 
Index.
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CEO CONCERNS
Only 36% of global CEOs 
are ‘very confident’ of 
their company’s growth 
prospects in the next 
12 months, according 
to PwC’s 16th Annual 
Global CEO Survey, which 
polled 1,330 CEOs in 68 
countries. That’s down 
from 40% who were ‘very 
confident’ of short-term 
growth last year and 48% 
in 2011, but still above 
the lows of 31% and 
21% in 2010 and 2009. 
Volatile conditions top the 
list of business threats, 
but concerns vary by 
where CEOs are located.

TAKING A DIP – GLOBAL CORPORATE TAX RATE
The global corporate tax rate average declined very slightly by 0.09% to 24.43% over the year, 
according to the annual Corporate and Indirect Tax Rate Survey from KPMG International.  
Many country budget proposals include corporate tax rate reductions in 2013, including the UK.

KEY

POSITIVE 
ATTITUDES
People in Trinidad 
and Tobago are among 
the most positive 
in the world, and 
Singaporeans some 
of the least positive, 
according to a recent 
poll by Gallup.

83% TRINIDAD
AND TOBAGO

80% MALAYSIA

80% IRELAND

77% UK
   

76% CHINA

58% PAKISTAN

49% ARMENIA

46% SINGAPORE

Increasing
tax burden

Availability
of key skills

Energy 
and raw 
materials

Shifting 
consumer 
spending

Asia Pacific Africa Africa Asia Pacific

Global Global Global Global

Middle East Europe Middle East Latin America

Africa North 
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Oceania EU OECD Global
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BRIGHT START FOR IPOs
Hong Kong’s initial public offering 
(IPO) market kicked off  the year with 
many of  the newly listed shares closing 
higher than their subscription prices. 
China Daily reported that toymaker 
Quali-Smart debuted at 11% up, 
while property developer GW Tiandi 
and textile manufacturer Speedy 
Global closed 21% and 39% higher 
respectively. However, Tengard Fund 
Management investment manager 
Patrick Shum told China Daily that the 
local IPO market is driven by market 
liquidity ‘which cannot be analysed 
based on the economic and corporate 
fundamental factors’.

FUEL OF THE FUTURE
Hong Kong is upping its efforts to 
reuse cooking oil as an environmentally 
friendly fuel. Secretary for the 
environment KS Wong told the 
Legislative Council that the government 
views cooking oil as a suitable 
commodity to be recycled ‘like any 
other green waste’. Already, at least 
one recycling plant in Hong Kong is 
turning used cooking oil into biodiesel 
in line with international standards. 

TAX CUT SOUGHT FOR SMEs
The Hong Kong branch of  accountancy 
firm Mazars wants the corporate 

tax rate for small and medium-sized 
enterprises (SMEs) cut to 10% ‘to help 
business and maintain Hong Kong’s 
competitiveness’. This was one of  the 
key proposals submitted by the firm 
for the 2013/14 Budget. The firm, 
which expects a budget surplus of  
HK$29.7bn mainly from land premium 
and tax revenue by March, describes 
2013 as ‘another challenging year’. 
It says that global economic factors 
will continue to impact Hong Kong’s 
economy; property prices will continue 
to rise; and the unemployment rate 
may go up gradually during the year. 

JOB PROSPECTS GOOD 
Hiring intentions remain high 
in Hong Kong this year, despite 
global economic uncertainty. More 
than a third of  employers (37%) 
intend to increase headcount in Q1 
2013, according to Hudson Report: 
Employment Trends Q1 2013. ‘Hiring 
expectations in Hong Kong remain 
positive and it remains a candidate-
short market in many respects. Many 
Chinese companies see it as a fertile 
talent ground, seeking to relocate 
people to offset their local talent 
shortages,’ said Tony Pownall, general 
manager of  Hudson Hong Kong. 
‘Employment is rising in order to meet 
higher business demands.’ Meanwhile, 

the MRC Employment Forecast Survey 
Hong Kong issued a similarly upbeat 
outlook, noting that 33% of  employers 
anticipate an increase in employment 
in Q1 2013. The report says that the 
positive sentiment is recorded in all 
industry sectors. 

FINANCIAL SERVICES PUSH 
Hong Kong has launched a Financial 
Services Development Council to 
elevate the city’s competitiveness 
as an international financial centre 
and promote the development of  
its financial services industry. Chief  
Executive CY Leung announced the 
initiative at the Asian Financial Forum, 
held in Hong Kong in January and 
attended by some 2,000 business and 
government leaders from around the 
world. The two-day forum tackled such 
key issues as China opportunities, the 
future of  the eurozone and the world’s 
food and agriculture sector. 

CARMAKERS IN TOP GEAR 
China is the top investment destination 
for global carmakers due to significant 
domestic demand and export 
opportunities, according to KPMG’s 
annual Global Automotive Executive 
Survey. The research found that 70% 
of  auto industry executives view China 
as their top choice for investments, 
ahead of  other BRIC countries: India 
(63%), Russia (54%), and Brazil 
(48%). Further, 94% of  respondents 
expect growth in their China markets, 
underpinned by the rising middle 
class and growing urbanisation. 
Andrew Thomson, Asia Pacific head 
of  automotive and a partner at KPMG 
China, said: ‘China remains a highly 
attractive market due to its long-term 
growth potential. It is no surprise that 
automakers are playing some big bets 
in China, and doing so ahead of  the 
other BRIC and Triad markets.’

CHINA GETS WATER WISE 
China’s efforts to secure its future 
water supply are recognised as world-
leading in a new US report. The study, 
State of Watershed Payments 2012 by 
Forest Trends’ Ecosystem Marketplace, 
found that China is responsible for 

READYING FOR GROWTH
Business optimism in Hong Kong 
has been on a steady rise for three 
consecutive quarters, according to the 
latest Grant Thornton International 
Business Report. The strongest result 
shows confidence soared to 28% in Q4 
2012, from 12% rise in Q3. This is in 
marked contrast to the global picture, 
where optimism continues to fall – to 
4% in Q4 from 23% in Q2.

Daniel Lin, managing partner at 
Grant Thornton Hong Kong, said the 
firm’s research shows improving 
optimism among businesses in the 
Asia Pacific (excluding Japan) and 
BRIC (Brazil, Russia, India and China) 
regions, pointing to a growing level of 
foreign direct investment and mergers 
and acquisitions.

10 News round-up

Business confidence is improving in 
countries including China
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most of  the region-wide investment in 
protecting natural areas that provide 
drinking water, accounting for 61 of  
the programmes tracked, behind only 
the US, with 67. ‘China has cemented 
its position as a global leader in using 
compensation for ecological restoration 
and protection,’. ‘Water insecurity 
poses probably the single biggest risk 
to the country’s continued economic 
growth today, and the government 
has clearly decided that its ecological 
investments will pay off.’ 

CHINA HOLDS TOP SPOT 
CEOs globally have told a Deloitte 
survey that they believe China 
will remain top for manufacturing 
competitiveness for at least the next 
five years. Labour and materials 
cost advantage, strong government 
investment in manufacturing and 
established supplier network were 
cited as China’s key strengths. 
The 2013 Global Manufacturing 
Competitiveness Index report confirmed 
that the landscape for competitive 
manufacturing is in the midst of  a 
massive power shift, in which 20th-
century manufacturing stalwarts 
like the US, Germany and Japan 
will be challenged to maintain their 
competitive edge over emerging 
nations. Ricky Tung, co-leader, 
manufacturing industry group, Deloitte 
China, said the CEO ratings suggest 
that China is becoming more and more 
of  a developed nation competitor than 
its emerging economy counterparts. 

BRIBERY CRACKDOWN 
The Asia-Pacific region remained 
a hotspot for US anti-corruption 
enforcement authorities in 2012. 
Six of  the 12 corporate Foreign 
Corrupt Practices Act (FCPA) 
settlement agreements last year 
involved business operations in that 
region, it was reported by Clifford 
Chance, a global law firm with offices 
in the region. In addition to these six 
resolutions, a number of  prosecutions 
against individuals ‘confirm the 
enforcement focus on the decision-
makers who authorise bribery,’ 
noted the firm.

CONFIDENCE DIPS 
Global business confidence dropped 
marginally in the fourth quarter of  
2012, according to a survey of  1,994 
finance professionals. In the Global 
Economic Conditions Survey, carried 
out by ACCA and the Institute of  
Management Accountants (IMA), 43% 
of  respondents reported decreased 
levels of  business confidence (up 
from 41% in Q3), while only 19% 

reported improved confidence levels. 
At the same time, 30% of  respondents 
considered that the global economy 
was on course for recovery (up from 
29% in Q3), while 65% (down from 
67%) believed it was stagnating 
or deteriorating.

POSITIVE OUTLOOK FOR PE
Asia Pacific should remain ‘a 
relative bright spot in the global 
economy’ this year, according to 
the Ernst & Young 2013 private 
equity outlook. The survey found 
that more than 85% of  respondents 
expect private equity activity to 
increase in the region over the 
next 12 months. Greater China is 

expected to see the most activity, 
despite concerns over its regulatory 
market. Energy, mining, utilities 
and consumer sectors are seen as 
attracting the most interest, and most 
respondents believe that the valuation 
gap will remain about the same as 
previous years, allowing deals to 
close. However, they expect fewer exit 
opportunities via initial public offerings 
in 2013. 

OPPORTUNITIES FOR INVESTORS 
HSBC expects the recovery in Asia 
to continue in 2013, supported by 
structural reforms by governments 
to sustain economic growth, 
according to the bank’s latest 
Investment Quarterly. ‘In Asia, 
valuations have collapsed, but 
profitability has not which suggests a 
fundamental opportunity for investors 
in equities, especially China and 
Korea,’ said Bill Maldonado, chief  
investment officer, Asia Pacific and 
strategy chief  investment officer, 
Equities at HSBC Global Asset 
Management. The report found 
that Asian corporates are at ‘very 
attractive valuations’ this year.

DISCLOSURE COULD IMPROVE
BDO’s annual Corporate Governance 
Review has found that while most 
of the 241 major Hong Kong-listed 
companies surveyed meet the basic 
requirements of the current rules 
and regulations, the quality of their 
disclosure appears to fall short. Just 
over half of both Hang Seng Index 
(HSI) and Hang Seng Composite 
Index (HSCI) companies achieved full 
compliance, the firm found. 

According to Patrick Rozario, 
director and head of risk advisory at 
BDO Hong Kong, the new and revised 
corporate governance mechanisms 
introduced last year by Hong Kong 
Exchanges and Clearing provide a 
chance for companies to reassess 
practices. ‘Such an approach would 
hopefully help bring many locally 
listed companies up to the standards 
of their peers overseas,’ he added.

11Analysis
LISTEN AND LEARN 
As economic structures become ever more complex and are accompanied by the 
risk of  further financial crises, we would do well to look at the lessons to emerge 
from recent industrial disasters such as the Deepwater Horizon explosion

Floor brokers in the stock exchange 
hall of HKEx



W
hatever time of day you’re 
reading this, chances are 
you’ll have already used 
some Unilever products. 

Persil, Sure, Dove, Timotei, Knorr, 
Domestos, Magnum and Sunsilk are 
just some of the 400 or so household-
name brands owned by the €51.3bn-
turnover consumer goods giant.

If  you have a cup in your hand you 
might even be drinking one now. The 
world’s biggest seller of  packet tea, 
Unilever’s brands embrace Lipton. 
The list of  familiar products, of  which 
it sells 170 billion every year in more 
than 190 countries, goes on and on, 
and includes 14 that turn over in 
excess of  €1bn a year.

Listed on the London, New York 
and Amsterdam stock exchanges, the 
company – which started life in the 
1890s as Sunlight Soap manufacturer 
Lever Bros, from where it developed 
something of  a philanthropic flavour 
to its business – is ranked as the 57th 
largest in world in the 2012 FT Global 
500 league table.  

Its CFO is Jean-Marc Huët, a 43-year-
old Dutchman, born in England and 
raised in Switzerland. A senior member 
of  the management team and sparring 
partner to the chief  executive, he heads 
up a 5,500-strong finance function and 
holds an MBA from INSEAD. 

BRAND 
MASTER
Unilever CFO Jean-Marc Huët explains how the products 
giant – whose 400 brands include Lipton, Knorr and Sunsilk 
– is using sustainability to drive up turnover and profits

In 2010 he moved to Unilever from 
biopharmaceutical giant Bristol-
Myers Squibb, where he had been 
CFO – before that he was CFO at Dutch 
babyfood company Royal Numico. 
Since taking up his current role he 
has made significant changes to the 
finance team and played a leading 
role in driving Unilever towards what 
he describes as ‘the sweet spot of  
consistent growth, profitable growth 
and competitive growth’. 

So where to start with such a huge 
role? The standard journalistic opening 
gambit of  ‘what’s in your in-tray?’ is 
met with a grin as he points to an 
empty tray on his super-tidy desk, 
followed by a quick flash of  the inbox 
on his smartphone, empty apart from 
those emails – a dauntingly large 
number – that have arrived since the 
beginning of  the interview. 

‘I have so much I need to filter 
through, that my aim at the end of  the 
day is to have an empty in-tray, which 
is a way of  working on dealing with the 
masses of  information I accumulate 
each and every day.’ This also helps 
him feel in control.

Huët says it’s important to spend 
time thinking through his diary. ‘In an 
uncertain world, what is at the top of  
my in-tray changes and I’m constantly 
reassessing how I spend time. How I 

do this is crucial. I could spend my 
time – the whole day – with third-party 
consultants, bankers and the like, but I 
wouldn’t get anywhere.’

Ready to move
Agility is also something he sees as 
vital on a corporate level. ‘We’re in 
a very volatile, complex world, so it 
is much more difficult to forecast 
today than ever before. So it’s more 
important than ever to be flexible, to 
be agile and to have reliable systems.’

He doesn’t see the economic climate 
stabilising. ‘The last five years have 
been incredibly volatile. The next 
five will continue to be so. That’s our 
planning assumption.’

So can you plan at all? ‘It’s very 
difficult,’ says Huët. ‘You need to make 
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However, Unilever also has a firm 
long-term strategy. In 2010 it set out 
its Sustainable Living Plan, which 
sets out a 10-year journey towards 
sustainable growth. It focuses not just 
on environmental issues, but also on 
social issues like nutrition, health, 
hygiene and waste. 

Targets include sourcing 100% of  
raw materials sustainably and helping 
one billion people improve their health 
and wellbeing. Another includes 
halving the environmental footprint 
of  its products, linking to the stated, 

and very ambitious, aim of  Unilever to 
double its size without increasing its 
environmental impact.

A more detailed business strategy, 
‘the Compass’, launched in 2009, 
focuses on bringing its strategy to life 
through branding, people policies, 
market development, innovation and 
research and development. 

‘The next 12 months are very much 
about being in years three and four of  
the journey we’re on at Unilever. It will 
be about implementing the initiatives 
we’ve already kick-started, making sure 
they have the impact they should do.’

Discipline, rigour, robust systems, 
and real-time information are all vital, 
he says. ‘It requires strategic thinking 
and alignment with an organisation as 
complex and global as us.’

‘WE’RE IN A VERY VOLATILE, COMPLEX WORLD, SO
IT’S MORE IMPORTANT THAN EVER TO BE FLEXIBLE,
TO BE AGILE AND TO HAVE RELIABLE SYSTEMS’

sure that you’re much closer to the 
organisation, so that you know which 
levers to pull, when and how.’

For a company like Unilever, says 
Huët, this requires a CFO who is close 
to the operations and understands the 
nuts and bolts, which necessitates a lot 
of  travel. More than 40% of  Unilever’s 
turnover comes from Africa and Asia, 
a third from the Americas and around 
a quarter from Western Europe. He is 
away from Unilever’s iconic Thames-
side London headquarters for about a 
third of  his time. 
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The CV
2010

Joined Unilever as CFO. 

2008
Senior vice president and CFO, 
Bristol-Myers Squibb. 

2003
CFO, Royal Numico, a babyfood 
manufacturer.

1999
Executive director, Investment 
Banking Services, Goldman Sachs 
International.

1993
Analyst, becoming associate, 
Investment Banking Division, 
Goldman Sachs International.

1991
Commercial manager, Clement 
Trading, Italy.

Sustainability, says Huët, is central 
to this, and should not be dismissed as 
a ‘side concept’. ‘Sustainability drives 
profitable growth.’ 

Brandishing an analyst presentation 
entitled ‘Sustainability and savings 
leverage’, he starts to explain with 
conviction what he describes as the 
‘virtuous circle of  growth’. 

He starts with sustainability-led 
growth, pointing to consumer-facing 
innovations such as its Pureit water 
filter, which provides safe drinking 
water in areas where supplies are poor, 
without the need for electricity or gas. 

Sustainability also opens up new 
markets and joint initiatives with 
customers, such as a campaign 
with Tesco called ‘A better future 
starts at home’. Retailers rather than 
consumers, he points out, are the 

He says he’s spent an ‘inordinate 
amount of  time’ improving the Unilever 
finance function since he joined, 
changing the jobs of  around 70 of  his 
top 100 people ‘to get the right people 
into the right function’.

Connecting the dots
His team is headed by a group of  five 
– FINEX, short for finance executive 
– through which he runs things and 
drives change. ‘One represents what we 
could call the outside world – the head 
of  IR and M&A. Another represents 
the balance sheet – the treasurer. 
Another the countries, and another 
the categories. Then there is internal 
audit, because risk management is so 
important.’ Under that is a group of  
around 20, who form the wider team.

‘Finance connects all the dots, 
be it from a category perspective, 
the geographies, the functions, the 
outsourcing. I don’t really want to use 
the word “powerful”, but it’s a very 
integrated function, which really drives 
change throughout the organisation.’

Outsourcing and shared services, he 
says, are used where appropriate. ‘We 
don’t blindly outsource everything. We 

company’s direct customers. Tesco, 
Walmart and others, he says, believe 
that sustainability is important, so 
Unilever is working with them.

He then points to cost savings, such 
as reduced packaging, sustainability-
driven factory design and the efficiency 
of  transport and other logistics. 
‘These are tangible ways in which 
sustainability can actually drive your 
cost base down.’

The final point is risk management. 
‘This is in terms of  our reputation, 
our ability to secure supplies, avoid 
stranded assets and the like.’ 

So where does the finance team 
fit in? ‘I spend a lot of  time just on 
people. It could be hiring new people. 
It could be succession planning. It 
could be agility and effectiveness. But 
people and capabilities are critical.’ 
Not an accountant himself, Huët sees 
professional qualifications as very 
important, although they have to be 
supplemented by wide experience 
and confidence. ‘If  you don’t have the 
qualification, at least have the self-
confidence to understand what may 
be a blind spot and do something 
about it,’ he adds.

‘IT IS FOR FINANCE TO DRIVE OUR VIRTUOUS CIRCLE
OF GROWTH BECAUSE WE ARE THE ONES WHO CAN
BEAR THE MESSAGE OF WHAT WE ARE TRYING TO DO’
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The tips
*‘Always remain healthily 
unsatisfied.’ 

*‘Take risks: risk is opportunity. 
Be happy feeling a little 
uncomfortable sometimes, because 
that’s when you’re learning.’

*‘Don’t think too much about your 
career in the future. I sometimes 
see young people spending too 
much time thinking about life being 
a game of chess. Hopefully you’re 
just in a context where the more 
you put in, the more you take out. 
People need to know you, then 
you’re given opportunities.’ 

*‘Celebrate when you’ve slipped 
on a banana! When you’ve made a 
mistake, demonstrate to yourself, 
more than anybody else, how you’ve 
learnt from it. To build scars is 
critical. I have lots of scars.’

The basics
UNILEVER 

179,000
Number of Unilever staff, spread 
across around 100 countries.

10.5%
Increase in turnover – to €51.3bn 
– enjoyed by Unilever for the 2012 
financial year. Operating profit was up 
9% to €7bn.

1,649
Number of cups of Lipton Tea drunk 
every second.

55%
Percentage of business from emerging 
markets.

14
Number of Unilever brands that 
generate more than €1bn a year.

drive global scale to get leverage and 
efficiency, but at the same time we 
need local intimacy.’

He sees a central role for finance 
in Unilever’s sustainability strategy. 
‘I believe it is for finance to drive our 
virtuous circle of  growth because 
we are the ones who can bear the 
communication, the message and 
context of  what we are trying to do.’

Finance people, he says, are able to 
make the trade-offs in budgeting and 
forecasting that are needed. ‘There 
are going to be certain initiatives 
which may be more expensive, but are 
more sustainable.’ 

They also manage the KPIs. ‘Finance 
plays a huge role in the collecting of  
the data, its integrity and making sure 
that we can really monitor the KPIs, 
which is a massive piece of  work.’

Sustainability, he says, inspires 
people because they really want to 
work in it and think about sustainability 
and finance together. Getting finance 
people involved is not a problem.

Unilever currently produces separate 
annual and sustainability reports, 
but is considering whether it should 
produce a combined report in the 
future. A quarter of  its sustainability 
KPIs are already audited, which Huët 
says has been very time-intensive. 
But more assurance is planned.
Integrated reporting, he says, is a 
good development. ‘But we’re also very 

realistic. This is not something that 
can happen overnight and we need to 
understand who our audience is.’

Pressure points
So what of  his own role? ‘I think the job 
of  CFO today is more challenging than 
ever before, internally and externally. 
You need to operate both on a level 
of  operational detail and strategically 
higher up. There are pressure points 
from everywhere.’ Weekend tennis 
games, he says, are not just for fun, 
but to help him withstand the stress 
and pressure.

He will not be drawn on the length 
of  this working week, other than to say 
he has a ‘patient wife’. But he makes 
sure he is present for important events 
in the life of  his family – he has three 
children under the age of  eight. 

Does Huët have any advice for his 
fellow finance professionals? 

‘As the world is more connected, 
the ability for people to work well 
in different cultural environments is 
hugely important, as is having the 
required sensibilities around diversity 
and inclusion, and being able to 
be comfortable in grey areas in an 
uncertain world.’

Governments, he says, need to 
understand ways in which they can 
collaborate, because objectives over 
the long term must be aligned. ‘Their 
focus seems to be more on re-election 
than long-term strategy. But I say that 
with all humility because at the end 
of  the day I try to sell Marmite and 
Colman’s Mustard.’

Chris Quick, editor-in-chief
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N
ew income streams and 
lower wages are helping to 
maintain the competitiveness 
of Chinese banks, 

offsetting their lower productivity 
and higher headcount compared 
with their Western peers. However, 
comprehensive reforms are needed 
to put the continued expansion of 
China’s banks on a solid foundation. 

For now, lower staff  costs may 
compensate for any possible future 
liberalisation of  Chinese interest rates 
– a move mooted for 2015 – and help 
insulate Chinese banks from lower 
productivity, according to Professor 
Horst Loechel of  the Frankfurt School 
of  Finance and Management. 

Speaking in Shanghai, at a recent 
European Union–China research 
colloquium on China’s Changing 
Finance Industry, he said: ‘Average 
annual salaries of  US$21,100 
at Chinese banks compare with 

US$137,900 in the US, thus 
inefficiency is compensated for.’

Meanwhile, Chinese banks are 
already casting around for new 
sources of  income, such as wealth 
management and securities. Chinese 
banks currently enjoy an interest rate 
spread of  2.69, compared to 1.40 for 
their international peers, said Loechel. 
Over 80% of  all lending in China is 
provided by banks. The cost-income 
ratio is lower in China while the banks’ 
non-performing loan (NPL) ratio is not 
correlated to targets such as return on 
average assets (ROAA). ‘Hence there’s 
no risk pricing,’ Loechel explained.

Loechel suggested that if  Chinese 
banks could double their non-interest 
income they would be doing better 
than their international peers. 
Moreover, recent regulatory change 
in China means that banks can buy 
securities companies, giving them an 
asset management business. 

On the downside, China still 
suffers from ‘financial repression’, 
said Loechel, with a negative deposit 
interest rate that in many instances 
has not kept pace with inflation.

However, what could be the next 
major new source of  business – 
banking for the under-serviced rural 
sector – remains a confusing and 
complex area. 

An untapped market
Professor Feng Xingyuan, head of  rural 
banking research at the influential 
China Academy of  Social Sciences, 
told the colloquium that entrants to 
this relatively untapped market needed 
rural-specific skills. He said banks were 
still offering standardised products 
rather than relying on local knowledge. 

He added: ‘There’s an impression 
that return on investment is lower in 
agriculture, which is not necessarily 
so if  you consider the payback on a 
piglet bought for CNY200 and sold 
at CNY2,000. Rural lending can be 
profitable. The problem is calculating 
the prices of  the various inputs 
involved in farming in China.’

While the Chinese government has 

A HEALTHIER BREED
Chinese banks are searching hard for markets to expand into, but the government needs 
to push through reforms to create a stable platform for growth

BEFORE RURAL BANKING CAN BE EXPANDED, 
MAJOR ISSUES HAVE TO BE RESOLVED, NOT LEAST 
FARMERS’ RIGHTS TO MORTGAGE THEIR LAND
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consistently voiced its commitment to 
expand rural banking facilities, several 
major issues have yet to be resolved, 
not least farmers’ rights to mortgage 
their land. ‘Likewise, a credit system 
that incorporates court rulings and 
other credit history has to be rolled 
out,’ said Feng. 

Stepping on each other’s toes
In the meantime, competing interests 
among state entities and regulators 
have slowed the reform of  rural 
banking. The China Banking Regulatory 
Commission, China’s main banking 
regulator, now regulates the rural 
commercial and cooperative banks. 
Yet the Postal Savings Bank of  China 
is regulated by the People’s Bank of  
China, the central bank. The postal 
bank’s effectiveness in rural lending 
has been hampered by low credit 
assessment skills; it has been lending 
as little as 29% of  rural deposits 
to rural lenders, shifting the rest of  
the cash to urban lenders. ‘Local 
governments are keen to raise this ratio 
and are reaching out to banks in larger 
cities like Shanghai to come to rural 
areas,’ noted Feng.

The state remains reluctant to 
welcome new entrants into the village 
banking sector. Even foreign financial 
institutions, formerly encouraged 
into the sector, have been informally 
warned by CBRC against ‘too much 
innovation’. And while village banks 
can draw on the expertise and 
infrastructure of  initiator banks, 
potential investors are put off  by the 
fact that only 10% of  shares can 
be controlled by non-bank entities, 
explained Feng. ‘Likewise, operation is 
limited to one county of  China, which 
limits the ability to achieve scale and to 
lower operational costs,’ he warned. 

Rural cooperatives account for 
33% of  rural finance, whereas other 
institutions only account for 0.2%. 
In 2005 the People’s Bank of  China 
undertook a pilot for five micro-loan 
companies but other state institutions 
are wary of  state-owned lenders losing 
market share to private lenders. While 
the government continues to try to 
limit the rampant informal lending, 

more than 50% of  financing to small 
and medium-sized rural enterprises 
comes from informal sources. Feng 
pointed out: ‘While there are 799 
village and township banks there are 
5,267 micro-loan firms or non-regular 
lenders doing micro-loans but only 50 
formal mutual assistance funds and 
nine loan companies.’

The increasing importance and 
internationalisation of  the renminbi 
has been cited as a possible solution 
for the increased ‘financialisation’ of  
commodities, given that commodities 
are today priced in US dollars.

China faces an imported inflation 
problem and policymakers are 
increasingly worried about commodity-
driven inflation, explained Professor 
Ke Tang, associate dean at Haqing 
Advanced Institute for Economics 

and Finance, Renmin University. He 
warned that the financialisation of  
commodities could drive up the prices 
of  China’s key imports. 

‘Before 2000, commodities were 
segmented from financial markets 
and from each other, and prior to the 
1990s, pension plans couldn’t buy 
futures,’ he said. ‘But that all changed 
in the early 2000s and more and more 
financial firms invested in commodities 
through futures indexes and exchange-
traded products. It went from US$13bn 
in 2003 to US$380bn in 2011.’ 

Though financialisation of  
commodities will increase price risk 
sharing and reduce hedging costs, it 

also moves the market ‘since demand 
and supply increasingly don’t correlate’.

Tang also predicted that the rising 
volume of  commodities, especially 
non-energy commodities, would hurt 
social welfare in developing countries. 
He added: ‘Quantitative easing in 
the US means Chinese investors 
are buying commodities as a hedge 
against inflation, especially because 
the renminbi is effectively pegged to 
the dollar.’

Given such risks, experts say serious 
thought needs to be given to reform 
of  China’s stock market regulatory 
system as well as the capital account, 
so that the country’s critically 
important middle class do not suffer. 
Pan Yingli, professor of  finance at 
Shanghai Jiao Tong University, said 
the government needed to push ahead 

with plans to reduce reliance on 
informal lending for private finance, 
improve law enforcement and reform 
the capital account to reward outflows, 
while also restricting inflows of  hot 
money. Government had to rely less on 
administrative measures and do more 
to protect investors, she added. 

After agriculture subsidised China’s 
industrialisation during the country’s 
initial phase of  economic reform in the 
1990s, reform of  the financial sector 

Rich pickings: with rural businesses 
currently dependent on informal finance 
providers, the countryside could be a big 
source of new business for China’s banks
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A branch of state-run bank ICBC, China’s 
largest lender by assets, in Lanzhou, in 
the north west of the country

became a priority in the wake of  the 
Asian financial crisis. The interest rate 
spread was devised to pay for resolving 
the bad loans problem besetting state-
controlled banks. Later, in 2006, banks 
were encouraged to buttress their 
capital bases by listing on the Hong 
Kong and Shanghai exchanges. 

Hot property
The government is right to be wary. A 
record M2 money supply of  CNY94 
trillion in 2012 is now being absorbed 
by real estate while the ‘younger 
generation is being forced to bear the 
costs of  bailing out past generations’ 
banking mistakes,’ Pan suggested. 
All the while, a widening urban-rural 
income gap is exacerbated by the 
absence of  a land market which could 
act as a source of  wealth generation 
for country dwellers.

This comes at a time when 
overvaluation in the housing market 
is distorting spending power. ‘Ideally 
rents should be 30% of  monthly 
salary: you rent at CNY5,000 per 
month and your salary should be 
CNY15,000 but in China the middle 
class salary is often still less than 
CNY10,000. The distortion is 
squeezing ordinary families,’ she said. 

The problem is exacerbated by banks 
retaining a stranglehold on the lending 

and finance markets, while being 
conservative in demanding collateral; 
lending is therefore skewed to property 
and land developers. And as long 
as credit is focused on investment 
projects, the banks cannot readjust 
existing loans. China’s branch-HQ bank 
organisation model also means that 
risks are transferred to headquarters, 
increasing the risk of  bad loans. 

Meanwhile, a lack of  legal process 
means that stock market interest 
groups can – and do – poach and 
hunt entirely according to their own 
interests. As 80% of  their finance 
continues to come from bank loans, 

banks are forced to step up their 
lending to risky business. 

Furthermore, with the China 
Securities Regulatory Commission 
(CSRC) waiting for approval of  rights 
issues, banks suffering from depleted 
capital bases cannot lend. As a 
result, some are raising capital by 
selling stakes to other state-owned 
corporations. Pan cited China Mobile’s 
taking of  a 20% stake in Shanghai-
based Pudong Development Bank. 
‘This is unhealthy,’ she stressed. 

Mark Godfrey, Shanghai-based 
journalist 

Having struggled with non-performing loan ratios of up to 40%, China’s 
leading commercial banks owe their current strength to the central 
government’s 1999 removal of CNY1.4 trillion (US$225bn) from balance 
sheets, leaving the banks with a capital adequacy ratio (CAR) of 4%. A Chinese 
version of the Basel III accords meanwhile has instituted a CAR of 11.5%. 

Chinese banks have benefited from a favourable interest rate spread, while a 
thriving domestic economy and the global financial crisis have taken Chinese 
bank ICBC to the top of  international rankings with profits of  US$21bn in 
2010. However, Chinese banks face competition from a thriving underground or 
shadow bank system that has filled the gap left by formal banks’ unwillingness 
to lend to the private sector. Informal lenders had CNY6.3 trillion (US$1 trillion)
in loans outstanding in 2010, a figure comparable to the lending total for 
state-controlled banks in the same year (CNY8 trillion). Another problem is the 
exposure of  Chinese banks to bad loans arising from China’s US$1.4 trillion 
stimulus programme in 2009–10, most of  which was government-directed 
lending by the banks.  

  *CHINA’S BANKS: BAILOUTS CAN WORK
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CHINA GROWS 
THE WORLD
China’s ‘going global’ policy is providing an 
investment-hungry global economy with 
much-needed capital injections. The country’s 
overseas acquisitions have expanded so rapidly 
that 400,000 US workers alone are predicted to 
be on Chinese payrolls by 2020
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China booms: with 
state-owned oil 
company CNOOC’s 
recent US$15bn bid 
for Canada’s Nexen, 
China’s foreign 
economy is as vibrant 
as its domestic scene, 
where developments 
include Wanda Plaza 
commercial centre 
(opposite) in Fuzhou

B
ig spenders aren’t always 
popular, especially when they 
are nations with a taste for 
foreign assets. In the 1960s 

French journalists and politicians 
warned that US multinationals were 
buying up the world. Japan became 
the target of global animosity in the 
1980s when its companies splurged 
on overseas acquisitions, including 
New York’s iconic Rockefeller Center. 

Now it is China’s turn. Over the 
past decade the Middle Kingdom 
has shot from nowhere in the league 
tables of  global investors to one of  
the top spots. Last year the nation 
pumped a record US$88bn into foreign 
ventures, according to the Heritage 
Foundation, a seven-fold increase on 
2005 when China first announced a 
policy of  ‘going global’. That looks 
set to put China second only to the 
US in the worldwide rankings. As we 
went to press, it was also completing 
its biggest foreign takeover ever, with 
giant state-owned oil company CNOOC 
gaining approval to buy Canadian oil 
company Nexen for US$15bn. 

Not surprisingly this burst of  
spending from China has provoked 
some nervousness. A poll showed that 
seven in 10 Canadians wanted their 
government to rebuff  the latest Chinese 
bid for its oil. Some US politicians also 

worry that China is seeking to gain 
privileged access to natural resources 
and technology – to the detriment of  
other nations. Even small purchases, 
such as the US$257m bid by China’s 
Wanxiang for a US lithium battery 
maker, are subject to intense scrutiny 
by wary politicians. 

But as with worries about investment 
by Japan, many economists believe 
such fears over China are overdone. 
In fact, like most capital infusions, 
Chinese investment is overwhelmingly 

positive for the recipients, creating 
jobs, boosting growth and possibly 
helping to lower the price of  energy 
and minerals across the globe. The real 
danger is that economic nationalism 
will slow down the precious flow of  
capital from China. 

Role of  the state
In recent years one of  the main 
concerns about China’s spending spree 
is that it has been led by government-
controlled companies. Critics say 

that, far from being motivated by 
profit, such investments are intended 
to boost the nation’s political and 
diplomatic power. The Canadian prime 
minister Stephen Harper recently 
declared that state-owned buyers 
would face extra scepticism. ‘To be 
blunt, Canadians have not spent 
years reducing the ownership of  
sectors of  the economy by our own 
governments only to see them bought 
and controlled by foreign governments 
instead,’ he said in December. While 

approving CNOOC’s purchase of  
Nexen, he warned that other state 
bids would be approved only in 
‘exceptional circumstances’.

This policy could prove a costly 
mistake, according to investment 
expert Karl Sauvant of  Columbia 
University. He says: ‘State-owned 
companies have been buying up assets 
abroad for decades with no sinister 
effects. In China these companies 
are generally allowed to run on sound 
commercial principles.’ 

‘NATIONS THAT ALLOW JINGOISM TO GET IN 
THE WAY OF FOREIGN DIRECT INVESTMENT 
WILL BE SHOOTING THEMSELVES IN THE FOOT’

21



caption style

In fact, the biggest state investors 
are not from China. Topping the 
rankings is French utility company EDF, 
which employs 55,000 foreign citizens 
and derives about US$33bn of  its 
revenues from abroad. The next largest 
state investors are Sweden’s utility 
Vattenfall and Norway’s Statoil. ‘There 
is nothing wrong with state-owned 
investors in principle,’ says Sauvant. 

Deep pockets
In making life harder for China’s 
state-owned companies, Western 
nations also risk missing out on some 
lucrative opportunities. ‘Around two-
thirds of  the cash value of  China’s 
outbound investment still comes from 
the state-owned enterprises,’ says 
Thilo Hanemann, research director of  
Rhodium Group, a consultancy with 
offices in the US, China and India. 
‘These companies have deep pockets.’ 

China’s 59 listed state-controlled 
companies have a total of  US$167bn 
of  cash on their balance sheets and 
the capacity to borrow far more. This 
gives them the financial firepower to 
pay handsome premiums to investors 
– 61% more than the undisturbed 
market value of  Nexen. 

State titans also have the funds 
to invest in boosting the output of  
companies they have bought. For 
investment-hungry nations like Canada, 

whose government recently announced 
that it needed US$650bn of  capital 
invested in its natural resources over 
the coming decade, China’s state 
companies offer a valuable source of  
finance. ‘With such a huge need for 
money, Canada can ill afford to turn 
its nose up at state-owned investors,’ 
says Phil Weiss, an analyst at Argus 
Research in New York. ‘After all, these 
are the most likely buyers.’ 

Scaremongers also exaggerate the 
strategic power that China gains when 
it buys resources overseas. ‘The notion 
that a nation gives up sovereignty by 
allowing such investment is entirely 
mistaken,’ says Mark Williams, top 
China expert at consultancy Capital 
Economics. ‘In the unlikely event 
of  a global shortage, Canada or the 
US would be able to stop or restrict 
exports of  oil and other minerals. In 
extreme circumstances they could even 
nationalise Chinese assets. So they 
have not totally surrendered control.’ 

In fact, the whole world benefits from 
lower prices when these state titans 
plough money into boosting the output 
of  energy and minerals, says Nick 
Lardy, an economist at the Peterson 
Institute in Washington. He explains: 
‘Once China gets ownership of  these 
resources, the oil, gas or minerals go 
to the open market in most cases; they 
are not usually funnelled directly back 

to China and taken off  the market. 
And since Chinese investment boosts 
the global supply, the nation is helping 
lower prices for the world.’ 

Meanwhile, there is far more to 
Chinese investment than just state 
money. While much of  the cash still 
comes from the government, China’s 
non-state companies account for 
two-thirds of  the nation’s foreign 
purchases. ‘Much of  the momentum is 
now coming from the market economy,’ 
says Hanemann. ‘Chinese companies 
have been eager to diversify away from 
the purely domestic market, and have 
been pumping money into sectors 
from entertainment and software to 
industrial machinery.’ 

Jobs motor
This is likely to have ever more 
beneficial effects for recipient 
countries. Struggling European 
economies are especially in need of  
outside capital. So far, China’s foreign 
subsidiaries already support 45,000 
jobs in Europe, according to Rhodium, 
and the figure is rising fast. In the 
US, Rhodium believes that Chinese 
companies – which currently have 
27,000 US workers on their payrolls – 
could employ up to 400,000 by 2020. 

Investment by the Middle Kingdom 
can deliver an even more powerful 
boost to the smaller economies of  

Constructing Africa’s infrastructure: Chinese workers busy on a water supply system in 
Lusaka, Zambia, that will provide clean, drinkable water for 120,000 local people
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sub-Saharan Africa. China has been 
the biggest investor in the region over 
recent years, according to Heritage 
Foundation data. Yet even this spending 
has come under attack. One criticism 
has been that Chinese investment 
creates little work for Africans, since 
most of  the workers are brought in 
from China. 

This accusation is unfair, says 
Dambisa Moyo, a former World Bank 
and Goldman Sach consultant and 
author of  Winner Take All: The Race for 
the World’s Resources. In Zambia, for 
example, Chinese projects employ 13 
domestic workers for every one of  their 
own nationals. 

More effective than aid
In addition, there is strong evidence 
that most Africans are happy with 
China’s presence. A Pew Research 
Center poll in 2007 showed that 
86% of  people surveyed in Senegal 
believed China’s involvement in 
their country helped make things 
better. Only 56% felt the same way 
about the US. Meanwhile in Kenya, 
91% believed China’s influence was 
positive. ‘China has been an engine for 
growth in Africa,’ says Moyo. ‘China’s 
focus on investment and trade has 
been more effective at raising living 
standards than the failed aid policies 
of  the West.’ 

Nor is China’s contribution to Africa 
confined to cash. China has helped 
beef  up the continent’s infrastructure 
by building roads and electric 
generation networks. 

Overall, most economists believe 
China’s going global policy should 
be celebrated rather than feared. 
‘There is still a lot of  irrational 
nationalism over foreign direct 
investment,’ says Sauvant. ‘In fact, 
allowing foreign ownership usually 
creates employment, boosts economic 
growth and increases access to 
international markets. China is no 
exception to this. Nations that allow 
jingoism to get in the way will be 
shooting themselves in the foot.’

Christopher Alkan, journalist

China may have had a record-breaking year of investing abroad but experts say it 
is premature to worry about the nation becoming too powerful in foreign markets.  

Even after a US$88bn splurge in 2012, China’s total stock of  foreign assets 
still amounts to no more than around US$450bn. That is still barely 2% of  the 
value of  assets held by foreigners, according to figures from UNCTAD, the UN 
trade and development agency. ‘That doesn’t seem excessive for the world’s 
second largest economy,’ says Nick Lardy of  the Peterson Institute. 

Many smaller economies own a larger chunk of  global assets, as the graphic 
above shows. For example, Singapore, the 41st largest economy in terms of  
global GDP, owned US$339bn worth of  overseas assets at the end of  2011. 
Germany, which ranks fourth, owned foreign investments worth US$1.4 trillion 
– three times more than China. And the US owned foreign assets valued at 
US$4.5 trillion – 10 times more than China’s stock of  foreign investments. 

‘We don’t need to fret about China buying up the world,’ says the Heritage 
Foundation’s Asia expert Derek Scissors. ‘They have a long way to go before we 
need to start talking about that.’ 

  *A LONG WAY TO GO
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W
hat do French movie star 
Gérard Depardieu and 
Facebook co-founder 
Eduardo Saverin have 

in common? The answer is that both 
recently provoked patriotic outrage by 
abandoning their home countries to 
move to those with less onerous taxes.

Extreme tax protests have been 
catching on, especially as cash-
strapped governments around the 
world seek a bigger contribution from 
the well-to-do. In 2011 close to 1,800 
people handed back their coveted US 
passports or green cards – a seven-fold 
increase on 2008. Most economists 
assume that taxation lies behind the 
rise. And one in eight of  the world’s 
1,625 billionaires now live outside of  
their country of  birth, according to a 
recent study. 

That poses a dilemma for nations 
eager to prevent an ill-timed erosion of  
tax revenue. Outraged US senator Bob 
Casey estimated that the US taxpayer 
had lost US$67m as a result of  the 
Facebook founder’s decision to give 
up his citizenship, although Brazilian-
born Saverin said he was moving to 
Singapore for other reasons and would 
still pay taxes on everything he earned 
in the US.

Such defections also call into 
question the fairness of  tax systems 
that allow notable citizens to opt out. 
Yet with no shortage of  low-tax nations 
willing to roll out the red carpet for 
prestigious tax exiles, it is not always 
easy to stop them leaving. 

Watch your wallet
In a number of  nations around the 
world, the wealthy have felt their 
wallets come under attack. The most 

annual lift of  less than $100, according 
to the Tax Policy Center. Yet some of  
these gains were clawed back by the 
last-minute deal brokered by the US 
Congress on 1 January to avoid the so-
called fiscal cliff. 

High earners
For a start, Americans earning over 
$400,000 a year will see their top rate 
of  tax rise from 35% to 39.6%. Capital 
gains and dividends tax climb to 20% 
from 15% for this top tier. Equally 
important for the ultra-rich, the estate 
tax – levied on their property after 
death – will rise 5% to 40% on fortunes 
of  over $10m for a couple. 

Chas Roy-Chowdhury, head of  
taxation at ACCA, says: ‘The US has 
not moved with the times in seeking 
to still tax the worldwide income of  its 
citizens in a truly globalised world. I 
am surprised that even more of  
the well-off  are not tearing up  
their US passports since the fiscal  
cliff  agreement increased capital 
taxes.’ 

For many hyper-rich, these are 
further turns of  the screw. One of  
the most unattractive features of  
France for them is the wealth tax. 
This levy, introduced in the 1980s by 
President François Mitterrand, eats 
away at estates even when they are not 
generating any income. 

The tax rate in the US may not be 
high by international standards. But it 

INTO EXILE
It’s not only corporates that have become embroiled in the fair tax controversy. The 
headlines are full of the famous de-friending Uncle Sam or saying adieu to France 

‘I AM SURPRISED THAT EVEN MORE OF THE WELL-OFF 
ARE NOT TEARING UP THEIR US PASSPORTS SINCE 
THE FISCAL CLIFF DEAL INCREASED CAPITAL TAXES’

notable example is France. François 
Hollande, the newly elected socialist 
president, has seemed unnecessarily 
hostile towards the upper crust. His 
plan for a 75% upper tax rate on 
incomes over €1m would have raised 
no more than €300m a year – small 
change compared with the nation’s 
€85bn euro deficit. While France’s 
highest court has struck down the plan 
as unfair, Hollande is expected to try a 
new variant. 

What’s more, he is keen to add new 
charges on capital gains, to beef  up 
inheritance tax and to impose a levy on 
entrepreneurs selling their companies. 
This slew of  extra demands appears 

to have been the final straw for some 
of  France’s elite, including former 
president Nicolas Sarkozy. 

Last November, the New York Times 
quoted the boss of  an exclusive real 
estate broker saying that 2012 had 
seen a flurry of  high-end houses put up 
for sale as French entrepreneurs and 
investors fled the country. Depardieu’s 
quirky acceptance of  Russian 
citizenship – where the tax rate doesn’t 
reach above 13% – is just the most 
prominent example. 

After a decade of  getting almost 
everything their own way, wealthy US 
citizens are also suffering a setback. 
Tax reforms between 2000 and 2012 
boosted the average annual income 
of  the top 0.1% of  earners by almost 
$400,000 while the poorest received an 
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inflicts other frustrations. The US taxes 
its citizens on worldwide income even 
when they live overseas. That can be a 
bureaucratic quagmire for individuals 
with income from various countries. 
‘America’s tax collectors make life 
extremely hard for the globe-trotting 
rich,’ says Chris Edwards, director of  
tax policy studies at the libertarian 
Cato Institute. 

So if  France is financial purgatory 
for the wealthy, where is their tax 
nirvana? ‘Fiscal heaven partly depends 
on how you get your money,’ says Joel 
Slemrod, professor of  economics at 
the University of  Michigan and former 
adviser to President Ronald Reagan. 

So while Belgium wouldn’t be a 
great choice for high earners, since it 
has a 50% top rate of  income tax, it is 
wonderful for those who have already 
made their fortunes because there is no 
wealth tax or (in most circumstances) 
capital gains tax. The application of  
capital gains tax is also more limited. 

This may explain why Depardieu also 
considered the country before he was 
granted Russian citizenship. Belgium 
has been a popular choice for wealthy 
French for years, including members 
of  the Taittinger family of  champagne 
makers. It also has the merit of  
proximity to France.

Politically conservative Americans 
might disdain what they see as 
Canada’s socialist tendencies, but the 
northern neighbour can be an effective 
haven for the wealthy. Again, the country 
lacks the most hated scourges of  the 
affluent – a wealth tax or an estate tax.

Small is beautiful
Then there are more conventional 
wealth havens. The tiny European 
principality of  Monaco has been a 
magnet for the rich and famous, partly 
due to its absence of  a tax on income 
and lenient inheritance levies. 

A recent study of  the super-rich 
by Tino Sanandaji, of  the Research 

Institute of  Industrial Economics in 
Sweden, even ranked the success of  
havens in attracting billionaires. Top of  
the charts was Switzerland, which has 
an extremely attractive system for the 
wealthy; it does not, for example, tax 
royalty income. The nation has lured 23 
billionaires. Hong Kong came a close 
second with 20 billionaires, followed by 
Monaco with eight and Singapore with 
six. Bermuda, Gibraltar, Bahamas, the 
Cayman Islands and Costa Rica also 
featured on the list. 

The choice for any tycoon is 
influenced by proximity to their native 
land and cultural ties. Many German-
born billionaires live in Switzerland, 
says Sanandaji, while Indian 
billionaires prefer the UK or Canada. 

The next question is whether nations 
should attempt to stop tax emigration. 
The US, for example, makes life hard 
for defectors. There is a hefty exit bill. 
After the 2008 HEART Act, a departing 
American pays capital gains tax as 
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caption style

if  they had sold all of  their assets at 
the same time as they handed in their 
passport. Any heirs left in the US also 
get hammered. 

This is already very aggressive by 
global standards. Yet following the 
departure of  Facebook’s Saverin, there 
were calls for even more draconian 
rules. Casey and another senator, Chuck 
Schumer, wanted to charge defectors 
twice the current capital gains tax and 
capture future gains too. In addition, tax 
emigrants would be barred from ever 
entering the US again. 

There is a vigorous debate in the US 
over whether such penalties are fair or 
sensible. Edwards argues that a fiscal 
Berlin Wall to prevent citizens leaving 
amounts to financial oppression. 
‘Successful individuals have every right 
to protect their property,’ he says. ‘US 
policymakers have not accepted the 
fact that we live in a global economy.’

But many scholars believe nations 
should do their best to discourage 
defections. ‘From a pragmatic point 
of  view, governments need to defend 
their revenue base,’ says Slemrod. For 
others the main issue is one of  justice. 

Moral debt
‘People who make fortunes in this 
country owe it a huge debt, only part 
of  which is repaid by taxes, even for 
those who stay,’ says Leonard Burman, 
professor of  practice in public 
administration and international affairs 
at Syracuse University. ‘It’s like the 
guy whose wife sacrifices her career 
to support him and a family while he 
builds his career, and then ditches 
her for a younger woman after he has 
become successful in part because of  
the investment his wife made in him.’ 

Hollande has attempted to present 
high taxes as a patriotic duty for the 
rich rather than a punishment. Such 
arguments are unlikely to sway many 
plutocrats. Trying to lock in a nation’s 
most affluent and international citizens 
is never easy. The best alternative may 
be to develop a tax system that the top 
tier can live with. 

Christopher Alkan, journalist based in 
New York

* Johnny Hallyday, France’s answer to Elvis Presley, left the country for 
Switzerland in 2006 to reduce his tax bill. He said he would return if  the 
nation ‘reforms the wealth tax and inheritance laws’. He complained that 
‘70% of  everything I earn goes on taxes’. 

* Switzerland-based Formula 1 racing driver Michael Schumacher’s brother 
Ralf, also a highly paid driver, negotiated a deal with Austria to lower his tax 
bill and moved there. ‘Germany is simply a taxation jungle. That’s why I used 
the chance to go abroad for tax reasons,’ he said in 2002. 

* International opera icon Luciano Pavarotti set up home in Monaco. The star 
was convicted of  tax evasion in Italy and was fined $4.55m in 1999. In  
2000 he agreed to repay the Italian government over $11m in back taxes  
and penalties.

  *FAVOURITE DESTINATIONS 

‘PEOPLE WHO MAKE ENORMOUS FORTUNES IN 
THIS COUNTRY OWE IT A HUGE DEBT, ONLY PART 
OF WHICH IS REPAID BY TAXES’
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T
he history of the accountancy 
industry in the Kingdom of 
Cambodia is short. Following 
independence from France in 

1953, the French Unified Accounting 
System was adopted; the current 
legal system was only introduced in 
1993, following decades of political 
turmoil. Unlike in Europe and the US, 
Cambodia does not have tax courts, 
with disputes generally resolved 
between the parties at a local level. 

As James Roberts, a director at 
Premier Consulting Cambodia, points 
out, with no case law and legal system 
to fall back on, accountancy can be a 
challenging industry to work in. ‘A lot 
of  what we’re doing when we work with 
the government is demonstrating what 
the law says and how it was applied,’ 
he says.  

There are numerous anomalies to 
deal with, as partial implementation 
and contradictions between laws is 
a common problem. ‘For instance, 
the new Civil Code’s provision on 
commercial enterprises uses different 
terms and concepts from the Law on 
Commercial Enterprises,’ explains 
David Haskel, legal counsel at BNG 
Legal. ‘I think the drafters were 
cognisant of  how big a change the Civil 
Code is, and have done a decent job 
overall of  reconciling it with prior laws’.

Meeting international standards in 
law or accounting certainly doesn’t 
happen overnight; it requires decades 
of  institutional development. Cambodia 

has made great strides but there’s 
still a way to go. Since its accession to 
the World Trade Organization (WTO) 
in 2004, Cambodia has committed 
to adopting new laws to ensure full 
compliance with WTO standards. A 
number of  these have been enacted, 
but there are many still to action.

Guillaume Massin, deputy managing 
director at law firm DFDL, says 
that Cambodia has some way to 
go compared with its neighbours. 
‘Vietnam in many regards is more 
developed than Cambodia and 
Myanmar. Vietnam has introduced 
transfer-pricing regulations and 
concluded double-tax treaties with over 
50 countries, whereas Cambodia has 
not concluded tax treaties with any 
country. Interestingly, Myanmar has 
concluded tax treaties with a number 
of  countries including Singapore and 
the UK.’

Change makers
However, this lack of  development 
makes today’s Cambodia an exciting 
environment to operate in. Roberts says 
that Cambodia is ‘a good place to be in 
that you can have a hand in changing 
the law. The government is open to 
discussion around the laws, around tax. 
If  you see a problem and you raise it, it 
will be looked at. There’s an openness 
that the law isn’t perfect and you can 
have a hand in changing it.’ 

ACCA in Cambodia has a big 
role to play in that. It has signed a 

REACH FOR  
THE SKY
Cambodia’s burgeoning accountancy profession has  
many hurdles to overcome – from cutting through red  
tape to recruiting and retaining locally trained staff 
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Tapping success: Cambodia’s exports of rubber   
– from plantations such as this one in Kampong 
Cham province – increased by 50% in 2011

Memorandum of  Understanding with 
Cambodia’s National Accounting 
Council (NAC), under the Ministry 
of  Commerce and Finance, in order 
to develop capacity, providing 
technical support and advising on 
draft regulations. ‘The government 
is always listening to practitioners 
because there’s good government-
private corporate sector cooperation 
when it comes to implementing 
new laws or changes,’ says ACCA 
Cambodia country head Senaka 
Fernando. ‘They’re really willing to 
listen to ACCA.’ 

The country’s infrastructure and 
political situations are improving, 
helping attract more international 
attention for investment and thus 
growing the accountancy industry, 
but it’s a slow process. ‘We’ve got 
political stability. The key concerns for 
businesses coming in are tax risk and 
compliance, because of  the powers 
officers have and inconsistencies in the 
law,’ Roberts says. ‘Things are starting 
to improve – even if  very slowly.’

Haskel says that one of  the 
biggest challenges the industry 
faces is corruption and red tape. 
‘The key to dealing with corruption 
and bureaucracy is to really 

understand and rely on the law and 
established procedures, and insist 
on following them even in the face 
of  opposition,’ he says. ‘It’s when a 
business is not complying with the 
law or trying to do something irregular 
that they’re most susceptible to 
improper practices.’ 

‘Transparency issues is one of  
the main concerns that is usually 
raised by foreign investors as 
being the reason why they 
may not develop projects in 
Cambodia,’ Massin says. ‘The 
fact that the government is 
taking active steps to remedy 
these issues through new laws 
and practices will hopefully 
help to attract more 
foreign investment.’ 

Education vital
Despite those issues, 
one of  the biggest 
challenges facing the 
industry now and in 
the short-to-medium 
term future centres 
on human resources. 
The reality is that the 
vast majority of  the 
population has no 

14,952,665 
Population  (July 2012 est.)

73.6% 
Literacy (15 and over) 
Total population: 
Male: 84.7%
Female: 64.1% (2004 est.)

10% 
Growth in the economy per year 
from 2004 to 2008, driven largely 
by an expansion in the garment 
sector, construction, agriculture and 
tourism. Gross domestic product 
contracted slightly in 2009 but 
climbed more than 6% in 2010 and 
6.7% in 2011, driven by tourism and 
renewed exports. 

300,000 
Number employed by the garment 
industry – about 5% of the work 
force, contributing more than 70% of 
Cambodia’s exports. 

Oil deposits have been found 
beneath Cambodia’s territorial 
waters, and opportunities also exist 
to mine bauxite, gold, iron and 
gems. 

50% 
Increase in rubber exports 
in 2011. However, the 

global financial crisis is 
weakening demand for many 
Cambodian exports, and 
construction is declining. 
The government is working 
with donors, including the 
World Bank and IMF. 

The major economic 
challenge is dealing with 
Cambodia’s demographic 
imbalance: over 50% of the 
population is under 25. 

Source: CIA World Factbook 

  *COUNTRY FACTS

‘THE GOVERNMENT IS OPEN TO DISCUSSION.
THERE’S AN OPENNESS  THAT THE LAW ISN’T   
PERFECT AND YOU CAN HAVE A HAND IN CHANGE’
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The issue of  skills shortage extends 
beyond borders as well, in terms of  
attracting foreign legal advisers to 
go to Cambodia to help develop the 
industry and train local staff. 

Some of  the legal professionals 
working in Cambodia say there 
are fewer qualified accountants in 
Cambodia than there are accountancy 
businesses, raising the question of  who 
actually runs these businesses. ACCA, 
which has 51 members in the country, 
all local practitioners, as of  November 
2012, has seen a small year-on-year 
increase in membership since its 2004 
launch, but the head of  ACCA Cambodia 
admits it’s not the ideal situation and 
he’d like to see more. Fernando, who’s 
been in Cambodia for 18 years, says: 
‘When I arrived in 1994, there were no 
ACCA-qualified accountants. The first 
certified member was in 2002.’

The good news is that industry and 
government recognise the importance 
of  training accountants to international 
standards and are committed to 
developing the profession. Apart from 
the local and international private 
companies supporting their staff  
to pursue the ACCA Qualification, 
the ADB funds 70 government 
employees to pursue the ACCA and 

Certified Accounting Technician (CAT) 
Qualifications annually: 35 for ACCA 
and 35 for CAT.

‘It sounds trite, but the future 
of  the country is in its youth,’ says 
Haskel. ‘The most important thing for 
encouraging investment and growth is 
to expand educational opportunities 
and raise standards. I see positive signs 
in terms of  higher education enrolment, 
though more could be done to produce 
more skilled tradespersons.’ 

However, for Atkinson, there is a 
danger that a localism agenda could 
go too far, too soon. ‘From 2014 you 
have to be local and qualified in order 
to sign statutory audit reports,’ he 
says. ‘I think it’s a very short-sighted 
and short-term view. While I can 
understand in the longer term you 
want to be having a profession that’s 
made up of  local qualified people, 
there simply won’t be enough by 2014 
to support the profession.’ 

One thing that is certain is that 
there is a role for both the government 
and the private sector to play in 
ensuring the growth of  the industry in 
the country. For now, it appears that 
the majority of  the push is coming 
from international firms working in 
Cambodia or local companies, or joint 
ventures with expats at the helm. Their 
hope is to raise up the workforce to 
take the lead in shaping the industry, 
the practices and standards and 
working with the local accountancy 
body to ensure sound practices.

‘As for local companies, promoting 
new commercial practices through more 
sophisticated types of  transactions and 
practices that comply with international 
standards would definitely help local 
businesses to grow and will encourage 
foreign investors to partner with local 
companies for the development of  their 
projects,’ Massin says. ‘But these issues 
are not only the responsibility of  the 
government; the private sector also has 
an essential role to play.’ 

Asha Phillips, journalist

access to education beyond school age. 
In 2008 only 7.8% of  students who 
completed secondary school went on 
to tertiary education in Cambodia – far 
fewer than the East Asia and Pacific 
developing countries average of  22%, 
according to Unesco. The adult literacy 
rate is also much lower, at 77.6% 
compared with the regional average of  
over 90%.  

Not only is there a shortage of  
skilled local accountants with the 
right qualifications; having invested 
in their staff, firms find it hard to 
retain them. Although this is a familiar 
story around the region, countries 
such as Vietnam are addressing the 
problem; there, for example, foreign 
companies are investing in local staff, 
with a view to succession planning, and 
encouraging overseas secondments to 
retain staff.

Setting standards
Since Cambodia’s industry is so 
new, accountants are not gaining 
exposure to international accounting 
practices and don’t have the history 
of  the local industry to learn from. As 
Kenneth Atkinson, managing partner 
at Grant Thornton Vietnam – which 
has worked in Cambodia as a joint 
venture with a Malaysian firm since 
2011 –  points out: ‘You cannot teach 
people experience, and in such a young 
profession it’s very difficult to get that 
from the local market.’

ACCA is helping tackle the skills 
issue, facilitating training in Cambodia 
by organising workshops with the 
NAC, the Securities and Exchange 
Commission of  Cambodia, and the 
General Department of  Taxation. 

‘Unlike many other countries, there’s 
no local qualification for accountants, 
so people see ACCA as the preferred 
choice in accounting,’ Fernando says. 
‘The good thing is when people get 
ACCA membership, they are qualified 
under the local body also and get 
automatic membership.’ This in 
turn helps build the local body – the 
Kampuchea Institute of  Certified 
Public Accountants and Auditors – and 
a larger pool of  qualified accountants 
in the country.

‘IN SUCH A YOUNG
PROFESSION IT’S VERY  
DIFFICULT TO GET 
EXPERIENCE FROM THE
LOCAL MARKET’ 

Fishing for skills: raising Cambodia’s 
education standards are vital to boost the 
local talent market
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Comment

Not all finance professionals end up 
in the accountancy profession, and 
even those in practice sometimes 
switch over to the corporate side. But 
it seems that many are fascinated by 
how well – or how badly – the Big Four 
accounting firms perform financially 
at the end of the year. 

They should be impressed by the 
performance of  Deloitte, Ernst & 
Young, KPMG and PwC in 2012. The 
Big Four did exceptionally well. Deloitte 
and PwC had revenues of  more than 
US$31bn each, while EY and KPMG 
reported sales of  US$24.4bn and 
US$23bn, respectively.

In aggregate, the four firms had an 
amazing year. Their combined revenues 
for 2012 were the highest of  all time, 
at US$110.3bn. The previous record 
was US$103.6bn, set the year before, 
in 2011. Impressively, last year’s 
billings were up 6.2% over 2011, and 
24% over 2007.

Accounting and auditing, in 
other words, remain among the 
world’s most reliable and robust 
professions. This is especially true 
in Asia. As tracked by the website 
Big4.com, Asian revenues 
soared 17.4% to US$17bn 
in 2012 – that’s the 
seventh year in a row 
that Asia was the 
fastest-growing 
region for the 
audit firms. 

Ahead of the game
[The Big Four firms notched their highest revenues in history in 2012, notes Cesar Bacani. And with the 

biggest growth coming in advisory, those planning their careers have been given a marker

Since 2004, Big Four revenues in 
Asia Pacific (which includes Australia, 
China, India, Japan and Southeast 
Asia) ‘have more than doubled from 
US$7bn in 2004’, Big4.com notes.

Another interesting trend is the 
growth in service lines. While auditing 
still accounts for the biggest share of  

total billings, with 45%, that is down 
from 47% in 2011 and 52% in 2004. 

The biggest advance was notched by 
the advisory service line, which covers 
non-audit and non-tax services such as 
transaction advisory, risk management 
and business consulting. Advisory 
raised its share of  the pie to 32%, up 
10 percentage points from 2010. 

Tax advisory, which is typically 
provided as an add-on service to audit 
clients and standalone projects related 
to complicated tax restructuring,  
for example, was steady at 23% of  
total revenues.

What does all this tell finance 
professionals? That it is not 

a bad idea for those just 
embarking on a career 
to seriously consider 
advisory as a specialty, 

given the evident demand 
for this service line. Nurturing 

one’s career in Asia would also be a 
good move.    

All Big Four firms had a very good 
year in advisory in 2012, with PwC 
growing this side of  the practice by 
16.7%, followed by Deloitte at 14.1%, 
EY by 12.9% and KPMG by 4.2%.

This is not to say that assurance 
and tax should be spurned. Demand 
for these services remains stable. 
Indeed, despite job cutbacks in other 
professions in the aftermath of  the 
global financial crisis, there was a 
13.1% increase to a record 690,000 
finance professionals employed by the 
Big Four last year.

This data buttresses the belief  that 
every financial professional hopes is 
true: accountancy is virtually  
recession-proof. Whatever financial 
crisis hits the global economy, we will 
always have accountants.

 
Cesar Bacani is editor-in-chief of CFO 
Innovation Asia
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It certainly would be unfair to accuse 
the International Auditing and 
Assurance Standards Board (IAASB) 
of failing to engage with stakeholders 
in doing its job.

The standard-setting body was set 
up primarily to improve the quality and 
uniformity of  auditing and assurance 
practice globally, and to boost public 
confidence. Among the board’s more 
visible efforts on these fronts in 
recent years was the publication of  
a consultation paper, Enhancing The 
Value Of Auditor Reporting: Exploring 
Options For Change, in 2011.

The follow-up document is 
Improving the Auditor’s Report, an 
invitation to comment (ITC) issued 
last June. To gather additional 
feedback, the board held roundtables 
in New York, Brussels and Kuala 
Lumpur last year.

The IAASB’s latest project 
is another consultation paper 
that came out in January: A 
Framework for Audit Quality. This 
‘describes the input and output 
factors that contribute to audit 
quality at the engagement, 
audit firm and national levels’. 
The framework, the IAASB 
adds, also demonstrates 
the importance 
of  appropriate 
interactions among 
stakeholders and the 
importance of  various 
contextual factors.

Open for public 
comment until 15 May, 
the paper identifies 10 
areas that ought to be 
explored by auditors and 
other participants in the 
financial reporting supply 
chain, including no. 3: 
‘Improving information 
sharing between audit 

Share and share alike
[A new IAASB report that focuses on communication within the auditing profession puts the spotlight 

on ethics and raises interesting questions about where auditors’ priorities lie, says Errol Oh

firms when one firm decides to resign 
from, or is not reappointed to, an audit 
engagement.’ Among the 10 areas 
this is the only one that is essentially 
about interaction within the auditing 
profession – a matter that reflects 
firms’ ability to balance self-interest 
with the interests of  stakeholders. 

In the consultation paper, the 
IAASB explains: ‘Consideration could 
usefully be given to how information 
sharing can be improved and thereby 
reduce the risk of  high-risk audits 

being undertaken by 
audit firms without the 
necessary background 
information and 

possibly without the requisite skills 
and experience.’

The Malaysian Institute of  
Accountants’ (MIA) by-laws on 
professional ethics have a lot to say on 
this. Among other things, they require 
the incoming accountant to determine 
whether there are any reasons for not 
accepting the engagement. Steps taken 
may include ‘direct communication 
with the existing accountant to 
establish the facts and circumstances 
regarding the proposed change (in the 
professional appointment)’.

In addressing the fact that the 
existing accountant is bound by 
confidentiality, the by-laws prescribe 

the circumstances in 
which accountants can 
discuss a client’s affairs. 

After the IAASB 
released the ITC on 
the auditor’s report, 
the MIA, the Malaysian 
Institute of  Certified 
Public Accountants and 
the Audit Oversight 
Board submitted 
comment letters. It 
will be interesting 

to see how the 
Malaysian accountancy 

fraternity will respond 
to the consultation paper, 
particularly on the sharing of  
information between outgoing 
and incoming auditors.

Having laws and rules in 
place is often only half  the 

solution. To convince people that there 
is indeed deep value in audit work, 

it must be seen that 
auditors always look 
out for the interests of  

stakeholders.

Errol Oh is executive editor 
of The Star
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[Finance professionals need strategic skills as 
well as an understanding of the whole finance 
chain, says ACCA president Barry Cooper

There has always been a recognition across the whole of 
ACCA that it is critical for finance professionals to excel 
in a range of areas. That view has been held even more 
strongly since the global financial crisis – tough times 
demand that our members have the skills to help get 
businesses back on their feet. 

New ACCA research shows that today’s employers need 
finance professionals not only with the traditional skills but 
who also get the ‘big picture’. Employers want new recruits 
to understand the whole finance chain, to have skills and 
experience in such things as risk management, while also 
being able to develop effective strategies for growth and 
drive financial insight, which businesses see as vital.

As part of  ACCA’s report, The complete finance professional 
2013, nearly 500 CFOs around the world were asked what 
was important to them when it came to appointing new staff, 
what gave them confidence in their new hires, and what skills 
enabled them to grow their business, particularly since the 
financial crisis. 

The key findings demonstrate a need for new recruits to 
possess a clear understanding of  the differences between 
management accounting and financial accounting, to know 
about financial management, to demonstrate professionalism 
and ethics, and to possess management skills.

Over 80% of  respondents said that a complete understanding of  
the finance value chain was critical, while 96% said newly qualified 
finance professionals should know about financial management, and 
94% said a good understanding of  professionalism and ethics was 
important. Management skills scored 73%.

The results strengthen our resolve not only to promote the 
complete finance professional concept – to demonstrate the 
contribution that those who hold the ACCA designation can make – 
but also to continue to ensure that everything we do is underpinned 
by offering excellent and relevant qualifications that meet the 
needs of  both business and individuals.

Read more about The complete finance  
professional 2013 in the Corporate section  
of this publication.

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

Whole in one
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Q What does your role at 
Barclays involve?
A I establish new relationships 
between government bodies 
and financial institutions in 
sub-Saharan Africa and our 
investment banking division. 
We deepen those relationships, 
providing our counterparts 
with solutions across a 
range of  asset classes, from 

investment, risk management and e-trading 
capabilities to financing solutions and market 
information from across the globe.

Q What particular challenges and opportunities 
does sub-Saharan Africa currently present?
A Global financial institutions play a key role in 
attracting foreign investors to new and emerging 
markets. Sub-Saharan Africa is a vast untapped 
market; ever increasing discoveries of  mineral 
wealth, when properly managed, can lead to 
greater opportunities for the local community. The 
accuracy and reliability of  market information, the 
infrastructure (such as IT connectivity) and the 
regulatory framework are key priorities. The region 
is leading the rest of  the world in some areas, 
such as Kenya’s development of  the Mpesa mobile 
money concept. 

Q How do you keep up to date with developments 
in your sector?
A Our South Africa-based research team publishes 
regular reports on sub-Saharan Africa. Regular 
dialogue takes place with clients locally and I attend 
various conferences in London. Bloomberg and 
Reuters are also valuable resources.

Q What are your hopes for your career?
A A large organisation such as Barclays has a 
large pool of  talent to learn from. From a graduate 
in 2001 I am now at the forefront of  our Africa 
strategy in the fixed income, currencies and 
commodities (FICC) division. 

SHORT CV
Interests: Nature and wildlife, golf, Formula 1 
motor racing, ethnic music, soccer (Arsenal and 
Nottingham Forest)

STRATEGIC CSR GROWS
Business leaders across Asia Pacific 
are becoming more strategic in their 
use of  employee engagement and 
community programmes to create 
social and business outcomes. Jose 
Ferrao, vice-president of  United Way, 
a global not-for-profit, said: ‘Through 
our work across 12 countries 
in Asia, we have seen corporate 
organisations are increasingly looking 
for community impact strategies that 
are coherently aligned to their global 
brand, with the capacity to respond 
to unique local needs. To this end 
we have had considerable success in 
Asia; we now want to leverage these 
local business partnerships to further 
extend the impact multi-country 
partnerships can achieve.’ Citi and 
Deloitte are cited as examples of  
companies with successful multi-
country partnerships in Asia. 

LUXURY SOURCED ABROAD
Chinese luxury consumers are spending 
more overseas, with cosmetics, watches 
and bags their top picks, according 
to KPMG research. The firm found 
that 71% of  survey participants now 
travel overseas, up from 53% in 2008. 
Nick Debnam, Asia Pacific chairman, 
consumer markets, KPMG China, said 
the message for brands was to measure 
the impact of  their business strategies 
both in mainland China and the travel 
segment. He said: ‘It is no longer just 
about doing business in China, as it is 
also crucial for luxury brands to target 
the global Chinese luxury segment. 
Brands need to align their branding 
and marketing strategies both in China 
and for the rising number of  travelling 
Chinese consumers.’

The view from: 
Banking: Raymond Ofungi, director, 
FICC sub-Saharan Africa, Barclays

35 Corporate The view 
from Raymond Ofungi of 
Barclays; good financial 
reporting is crucial to 
the growth of businesses 
in emerging markets; 
applying the lessons of 
industrial disasters to ward 
off financial catastrophes; 
the complete financial 
professional

45 Practice The view from 
Steven Collings of Leavitt 
Walmsley Associates; how 
the six big international 
networks are drawing joint 
lessons from the global 
financial crisis
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‘INCLUSIVE BUSINESS MODELS ARE NO DIFFERENT 
FROM OTHER BUSINESS MODELS IN REGARD TO 
CONTROLS AND DECENT FINANCIAL REPORTING’

Comprehensive and precise financial 
reporting is critical to the success of 
multinational businesses – and every 
bit as important for small companies 
in emerging markets. 

Last year, the World Bank’s 
International Finance Corporation (IFC) 
released a report, Being the Change: 
Inspiring the Next Generation of Inclusive 
Business Entrepreneurs Impacting the 
Base of the Pyramid, which highlights 
IFC’s ‘inclusive business models’ 
strategy. It says companies are a key 
tool in tackling poverty through 
creating jobs and improving access to 
goods and services. Without effective 
financial reporting, these companies 
simply cannot deliver.

In Being the Change, IFC profiles 14 
industry leaders who have found a way 
to balance financial returns and 
long-term development impact through 
inclusive business models, bringing 
low-income producers and consumers 
into their supply chains. 

Nigerian fast food
Food Concepts, for instance, is a 
leading West African quick service 
restaurant and bakery operator 
headquartered in Nigeria that works 
closely with small-scale suppliers 
and distributors, providing them with 
inputs and training to improve their 
livelihoods. Food Concepts’ partners 
include Butterfield Bakery Nigeria 
(which has nine bakeries) and poultry 
restaurant chain Chicken Republic, 
which has opened 65 outlets in Nigeria 
and Ghana since 2004. 

The fact that 90% of  the food that 
Nigerians consume is imported – even 
though 70% of  Nigerians work in 
agriculture – is what gave Nigerian-
born Food Concepts CEO Deji Akinyanju 
the idea to develop home-grown food 
and restaurant brands in Africa. IFC 
praised how the company was meeting 

its real-world business challenges 
through a comprehensive supply and 
distribution chain: ‘Current demand is 
outstripping supply because of  
underdevelopment in the agricultural 
sector and strict import controls on 
chicken,’ it noted.

One way to improve reporting and 
financial management in emerging 

markets facing such growing pangs is 
to exploit e-commerce and internet 
trading. Ireland-based wireless network 
solutions provider Altobridge has also 
been highlighted by IFC for its 
attempts to remove the technical and 
commercial barriers that deny remote 
and rural communities access to 
internet connectivity and affordable 
mobile voice services. 

Altobridge has designed, patented 
and commercially deployed 
technological solutions since 2002 to 
help bridge the digital divide. Its 
services enable mobile network 
operators to affordably connect remote 
communities (with between 100 to 
1,500 subscribers) in countries such 
as Malaysia, Indonesia, Ghana, Niger 
and Papua New Guinea. 

M-payments in India
Such networks can link businesses to 
emerging market consumers in remote 
areas. In India, Paresh Rajde, CEO of  
Suvidhaa Infoserve, has been using a 
web-based platform to expand access 
to online services in the country. It 
offers individuals the means to make 
payments online and over their mobile 
phones for a variety of  different 
products and services. 

Indians can now transact with 300 
businesses in a variety of  sectors 
(transport, utilities, telecoms, etc) over 
Suvidhaa’s e-platform for payments, 
purchases, transfers, ticketing and 
more. Suvidhaa’s physical network 
currently totals about 55,000 retail 
points across India. 

‘Suvidhaa’s highly inclusive business 

model brings the convenience of  
electronic payments to a population 
that still transacts largely in cash and 
has relatively little access to payment 
cards or the internet,’ according to 
Being the Change.

‘In India currently only about 8% of  
the population is able to transact 
online, so clearly there is a huge gap,’ 
Rajde says. There are a few reasons for 
this disconnect with online 
transactions. ‘One is access to the 
internet,’ he explains. ‘The second has 
to do with lack of  payment options, 
and the third is the educational level of  
consumers – their computer literacy, 
for example.’

Trained as a professional accountant, 
Rajde says that all Suvidhaa’s financial 
reporting, accounting standards, legal 
requirements and auditing practices 
are ‘very standardised and the 
company is highly compliant’. He adds: 
‘Proper controls and financial reporting 
are a prerequisite for any organisation, 
whether it is an inclusive business 
model or not.’

Integrating good accounting 
practices is crucial for any business at 
the very beginning of  development, 
Rajde says, in order to attract 
investment in the first place. ‘If  there 

Model behaviour
Good financial reporting is an essential ingredient for inclusive businesses in emerging 
markets that are seeking to bring low-income cohorts into their supply chains
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International Finance Corporation imagines a world in which the four billion 
people at the base of the economic pyramid (BOP) have access to the 
products, services and economic opportunities they need. 

By embracing this market segment, creative business leaders can find ways 
to offer it those goods, services and economic opportunities through scalable, 
‘inclusive’ business models. Key elements of  such models include balancing 
short-term returns with long-term goals, a local focus, considering the team to 
be as important as the leader, seeing good relationships as the key to success, 
and staying optimistic (crucial to growth).

 *ELEMENTS OF GROWTH
were not proper controls, accounting 
procedures and reporting structure, we 
might become discredited as a 
business itself. These practices are 
essential for this business to succeed.’ 
He adds that accounting controls are 
not put into place solely for the 
comfort of  investors, but are the 
‘prerequisites of  the business itself’.
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Amsterdam-based Wim Bartels, 
global head of  sustainability assurance 
at Big Four firm KPMG, agrees that 
financial reporting within inclusive 
business models in emerging markets 
is just as important as that within 
multinational enterprises. ‘Inclusive 
business models are no different from 
other business models in regard to 
controls and decent financial 
reporting,’ he says, adding that trust in 
a company is principally determined by 
its ability to properly manage and 
control the funds its business partners 
have provided. 

‘Proper controls and decent financial 
reporting – internally and externally – 
ensure that the company can 
demonstrate one side of  the inclusive 
business coin – financial viability and 
financial sustainability,’ he says. If  a 
business of  any size wants to grow 
sustainably, he says, ‘the financial side 
of  the business as well as the social/
inclusive side of  business needs to be 
managed’.

To highlight the 
importance that financial 
reporting holds in 
emerging markets or 
economies, Veronica 
Poole, UK head of  
corporate reporting and 
global IFRS technical 
leader for Deloitte, 
says there are two 
levels that need to be 
considered – the 
macro and the micro. 

On the macro level, 
accounting provides a 
‘communications 
language’ to express 

the goals and role of  businesses. Poole 
says: ‘Good communications and good 
accounting leads to reduced cost of  
capital – and the ability in the first 
place to access markets and raise that 
capital. As long as the trust in 
companies and markets is functioning 
well, the end result is that companies 
that communicate well pay less of  a 
risk premium when they try to raise 
capital in the financial markets.’ 

She champions auditing as adding 
value. Auditors, she says, ‘create an 
environment of  trust, and add to the 
credibility of  information, oiling the 
whole financial market system’.

Everyone needs capital
On the micro side, inclusive business 
models are important because 
‘everybody needs capital’. Poole 
explains: ‘As a sole trader, as you 
enter the business environment there 
is only so much leverage that you can 
get out of  what you invest in your 

own business. You need the trust of  
lenders. You need a language in which 
you can communicate what your 
business does objectively, and that’s 
what accounting brings.’

At the micro level any small business 
startup has the same challenge: raising 
capital – and this is where accounting 
plays a key role, she says, ‘in creating 
the ability and language in which 
people can explain what their business 
does, what their business model is, 
what their business risks are, and what 
the financial returns are’. 

She continues: ‘Small businesses 
entering the regulatory world for the 
first time are basically trying to explain 
themselves in order to raise capital at 
that very micro level.’

Obviously, there are differences 
between a small startup in Nigeria, for 
instance, and a European multinational. 
Poole says: ‘Looking at some African or 
Asian countries, you often have the huge 
[barrier] of  education, along with the 
fact that you do not have the same 
financial markets or lending cultures as 
in the West, where there are well-
established capital markets and 
well-established routes to raising 
capital. There may be no company 
house or educated accountants and the 
money may not be as easily available 
because there are fewer investors, and 
fewer sources of  finance.’

Inclusive business models, however, 
are helping to change this situation. 
Poole says that the World Bank wants 
sustainable growth, where capital 
market lending can be credibly 
developed worldwide. ‘The goal is to 
have the same opportunities 
available for a businessman in a 
developing country versus one sitting 
comfortably in the UK or the US.’ 

Bartels adds that multinationals 
could have jam today and tomorrow 
too through inclusive business models. 
‘The emerging countries of  today 
might be the leading countries of  
tomorrow,’ he says. ‘China will overtake 
the US in terms of  innovation, India 
will be much stronger in the near 
future, and this can be the same for 
other emerging countries as well.’ 

MJ Deschamps, journalist

A member of the World Bank group, International Finance Corporation 
(IFC) focuses on helping developing countries to achieve sustainable growth 
through leveraging private investments and mobilising capital in international 
financial markets. 

In 2012, IFC investments totalled more than US$20bn. Over the past eight 
years, inclusive business models have accounted for between 7% and 10% of  
IFC’s annual US$7bn commitment, with the organisation working with over 300 
inclusive business clients in 80 countries, where it has reached over 250 million 
people. These business models are important in a world where four billion people 
go without basic goods and services and have little hope of  employment.

   *IFC’S WORK
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The financial crisis was so traumatic 
that it is tempting simply to conclude 
that all banking risks should be 
legislated out of existence, with fancy 
financial instruments outlawed and 
banks compelled to hold gigantic 
capital cushions. But that would 
take for granted – and threaten – the 
benefits we now enjoy from banking. 
The end of error in finance would also 
be the end of new ideas, and indeed 
of most banking as we know it.

We’d miss it. In the 1960s, my 
father-in-law tried to get a mortgage. He 
couldn’t. He was a dentist, so self-
employed – too risky. Property was 
concentrated in the hands of  a narrow 
class of  wealthy landlords who were 
able to buy it cheap, without much 
competition, and rent it out to the 
masses. Immigrants or those with the 
wrong colour of  skin were often the last 
to be able to get hold of  a loan to buy 
their own home. Let’s not forget that, 
although we ended up taking several 
steps too far in making mortgages easy 
to come by, those steps started off  as 
being in the right direction. As in any 
other sector, some innovations in 
finance will inevitably fail. And as in any 
other sector, those inevitable failures are 
a price well worth paying for innovations 
that succeed – but only if  the failures 
are survivable. Economist John Kay’s 
‘narrow banking’ proposal aims to 

structure banks in such a way that the 
financial system can continue to take 
risks and develop valuable new 
products, but without endangering the 
system as a whole. 

That is the key lesson that emerges 
from industrial safety. We can make a 
priority of  getting more reliable 
indicators of  what is going on, in a 
format that might enable a regulator 
both to anticipate systemic problems 
and to understand crises as they are 
occurring. We can get better at 
spotting latent errors more quickly by 
finding ways to reward – or at least to 
protect – those who speak up. We can 
be more systematic about publicising 
latent errors, too; the nuclear industry 
now has a system for recording 
near-misses and disseminating the 
information to other power plants that 
might be on the verge of  making the 
same mistake. But above all, we should 
look at decoupling connections in the 
financial system to make sure that 
failures remain isolated. 

After those fateful few days in 2008 
when the US government let Lehman 
Brothers fail and then propped up AIG, 
many people drew one of  two 
contradictory conclusions: either AIG 
should have been treated like Lehman, 
or Lehman should have been treated 
like AIG. But the real lesson is that it 
should have been possible to let both 

Lehman and AIG collapse without 
systemic damage. Preventing banks 
from being ‘too big to fail’ is the right 
kind of  sentiment but the wrong way of  
phrasing it, as the domino analogy 
shows: it would be absurd to describe 
a single domino as being too big to fail. 
What we need are safety gates in the 
system that ensure any falling domino 
cannot topple too many others.

Above all, when we look at how future 
financial crises could be prevented, we 
need to bear in mind the two ingredients 
of  a system that make inevitable failures 
more likely to be cataclysmic: 
complexity and tight coupling.  
Industrial safety experts regard the 
decoupling of  different processes and 
the reduction of  complexity as valuable 
ends in themselves. Financial regulators 
should, too. 

Deepwater Horizon
After nightfall on 20 April 2010, 
Mike Williams was in his workshop 
on a floating drilling rig in the Gulf  
of  Mexico. The rig was a colossal 
engineering achievement, with a deck 
400 feet by 250 feet, and the world 
record for deep-water drilling to its 
credit: over 35,000 feet – deeper than 
Mount Everest is high. The rig’s team 
had just completed the drilling and 
sealing of  the Macondo oil well, and 
that very day had hosted executives 

How to prepare for the worst
Economist Tim Harford explains why the lessons that have emerged from industrial 
disasters should be applied to prevent future financial disasters
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from the rig’s operator, Transocean, and 
the well’s owner, BP, to celebrate seven 
years without a notable accident. But 
the accident that was about to occur 
would be far more than merely notable: 
it was to be the worst environmental 
disaster in American history. The name 
of  the rig was Deepwater Horizon.

Williams first realised something was 
amiss when the rig’s engines began 
revving wildly. He did not realise that 
explosive methane gas had bubbled up 
from the seabed, a mile below the 
surface of  the water. It was being sucked 
into the rig’s engines, forcing them to 
excessive speeds. Alarms sounded; lights 
glowed so brightly that they shattered; 
Williams pushed back from his desk just 
as his own computer monitor exploded. 
He was then hurled across the room by a 
far larger explosion – pinned under a 
three-inch steel fire door that had been 
ripped off  its hinges by the force of  the 
blast. He crawled towards the exit and 
was again flung across the room by a 
second flying blast door. Bleeding 
profusely from a head wound, he finally 
reached the deck of  the rig to see that 
the crew were already evacuating, not 
realising that he and a few other crew 
had survived and remained behind on 
the rig. With a last thought of  his wife 
and young daughter, and a prayer, 
Williams leapt from the deck of  
Deepwater Horizon. Like the few 
survivors of  the Piper Alpha disaster, he 
faced a ten-storey drop. Mike Williams 
survived; eleven others died.

The exact distribution of  blame for 
the Deepwater Horizon explosion and 
the gigantic oil spill that followed will be 
left to the courts – along with a bill of  
many billions of  dollars. Almost five 
million barrels of  oil surged into the 
Gulf  of  Mexico just 40 miles from the 
coast of  Louisiana. How did it happen?

Blame could possibly be attached to 
the rig’s operator, Transocean; to the 
contractor responsible for sealing the 
well with cement, Halliburton; to the 
regulator responsible for signing off  on 
the drilling plans; and of  course to BP, 
which owned the Macondo well and was 
in overall charge of  the project. Each 
party has a strong financial incentive to 
blame the others. Still, amidst the 
confusion, the details that have 

emerged at the time of  writing suggest 
a pattern that will now be familiar.

The first lesson is that safety systems 
often fail. When the boat that picked 
Mike Williams up circled back to tow a 
life raft away from the burning rig, it 
found the life raft tied to the rig by a 
safety line. Transocean, the rig’s 
operator, banned crew from carrying 
knives – so the boat, and the life raft, 
found themselves attached to a blazing 
oil rig by an interacting pair of  safety 
precautions. (The safety line was 
eventually severed and the crew 
rescued.) Or consider a safety device 
called the mud-gas separator: when the 
well started to leak, blowing mud and 
gas onto the deck of  the rig, the crew 
directed the flow into the separator, 
which was quickly overwhelmed, 
enveloping much of  the rig in explosive 
gas. Without this device, the crew would 
simply have directed the flow over the 
side of  the rig, and the worst of  the 
accident might have been prevented.

The second lesson is that latent errors 
can be deadly. BP’s own review of  the 
accident concluded that eight separate 
lines of  defence had been breached. But 

that is no great surprise; in such 
disasters, multiple lines of  defence are 
almost always breached. The most 
noticeable failure was that of  the 
blowout preventer, a massive seabed 
array of  valves and hydraulic rams 
designed to seal the well in the event of  
disaster. A congressional hearing has 
heard that the preventer appeared to be 
in a shocking state: one of  the automatic 
triggers had no battery power, while 
another had a faulty component. The 
preventer was leaking hydraulic fluid, 
meaning that when it was eventually 
triggered by a robot submersible, it 
lacked the power to seal the well. All this 
sounds shocking, but failsafe systems 
such as the blowout preventer are often 
in a poor state of  repair because in an 
ideal world they would never be used: 
Deepwater Horizon’s blowout preventer, 

which operated in extreme conditions a 
mile under the sea, had last been 
inspected five years before the accident.

The third lesson is that had  
whistleblowers felt able to speak up, 
the accident might have been 
prevented. The well had been unstable 
for weeks, and for months BP 
engineers had been expressing concern 
that the specific design of  the well 
might not be up to the job. The 
Macondo well’s manager reported 
problems with the blowout preventer 
three months before the accident.

Meanwhile, Transocean’s safety record 
had been deteriorating for the few years 
prior to the accident; the company was 
showing signs of  stress after a merger. 
On paper, BP has a clear policy of  
protecting people who blow the whistle 
with safety concerns. But in practice, the 
tight-knit community of  an offshore 
drilling rig can encourage conformist 
thinking, regardless of  the official policy. 
Oil companies, like banks, need to find 
ways to encourage whistleblowers.

Fourth, the rig system was too tightly 
coupled. One failure tended to 
compound another. The rig was 

‘TRIAL AND ERROR  IS NOT ENOUGH WHEN
FACED WITH SYSTEMS THAT ARE NOT ONLY 
COMPLEX BUT ALSO TIGHTLY COUPLED’
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Above: an activist protests in front of the 
federal court in New Orleans during the 
trial of BP in 2012; left: campaigners 
highlight the environmental damage 
caused by oil disasters

and others seem to have grabbed a 
contingency plan off  the shelf, one that 
was originally designed for drilling in 
Alaska or the North Sea.

The final lesson is that of  ‘normal 
accident’ theory: accidents will 
happen, and we must be prepared for 
the consequences. The US government 
signed off  on the Macondo drilling 
project because the risk of  trouble was 
thought to be small. Perhaps it was 
small – but the chance of  accidents is 
never zero.

As the economy we have created 
becomes ever more complex, both the 
engineering that underpins it and the 
finance that connects it all together will 
tend to become more complex, too. 
Deepwater Horizon was pushing the 
limits of  deep-sea engineering; Three 
Mile Island came at a time of  constant 
innovation in nuclear technology; the 
burgeoning market in credit derivatives 
also tested the boundaries of  what was 
possible in finance. The usual response 
to complexity, that of  trial and error, is 
not enough when faced with systems 
that are not only complex, but also 

tightly coupled. The costs of  error are 
simply too high.

The instinctive answer is to eliminate 
the errors. This is an impossible dream. 
The alternative is to try to simplify and to 
decouple these high-risk systems as 
much as is feasible, to encourage 
whistleblowers to identify latent errors 
waiting to strike, and – sadly – to stand 
prepared for the worst. These are lessons 
that some engineers – both petroleum 
engineers and financial engineers – seem 
to have to learn again and again. 

Tim Harford writes ‘The Undercover 
Economist’ column for the Financial 
Times, and his ‘Dear Economist’ 
column is published in Men’s Health. 
His writing has also appeared in 
Esquire, Forbes, New York Magazine, 
Wired, the Washington Post and the 
New York Times. His previous books 
include The Logic of Life and The 
Undercover Economist. Harford is a 
visiting fellow at Nuffield College, 
Oxford, and Cass Business School, 
London. He also presents the popular 
BBC Radio 4 show More or Less.

designed as the key defence against 
minor and major spills: the rig 
contained the mud-gas separator to 
prevent small spills, and also controlled 
the blowout preventer. But at the very 
moment when the rig’s capabilities were 
most needed to plug the leak, the rig 
itself  was being torn apart by a series 
of  explosions. In an awful echo of  Piper 
Alpha, the blowout preventer could not 
be triggered from the rig’s deck because 
power lines had been severed in the 
initial explosion. A safer design would 
have decoupled the blowout preventer 
from the rig’s control room.

Fifth, as Tony Lomas [PwC’s lead 
administrator following the Lehman 
Brothers collapse] could have attested, 
contingency plans would have helped. 
BP – along with other oil majors – was 
humiliated when it was discovered that 
their contingency plans for a major 
spill included measures to protect the 
local walrus population. This was not 
actually necessary; walruses typically 
look after themselves when oil is 
spilled in the Gulf  of  Mexico by staying 
exactly where they are, in the Arctic 
Circle. The implication was clear: BP 

This article is an extract from Tim Harford’s book Adapt: Why 
Success Always Starts With Failure, published by Abacus at 
£8.99. UK readers can buy the book for an offer price of £7.99; 
call 01832 737525 and quote offer reference LB 159. Offer ends 
30 June 2013. Copyright © Tim Harford 2011.
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The vast majority of CFOs who are 
looking to appoint new staff believe 
potential employees should have 
both a breadth and depth of finance 
expertise and capabilities, a new 
report from ACCA reveals. 

Called The complete finance 
professional: Why breadth and depth of 
finance capability matter in today’s 
finance function, the report is based on 
a survey of  nearly 500 CFOs in the UK, 
Malaysia, Russia, China and the UAE 
(see box on opposite page). 

‘More than 80% of  respondents said 
a complete understanding of  the 
finance value chain – from budgeting to 
external reporting – and how all this 
fits together, was critical,’ says ACCA 
chief  executive Helen Brand. ‘Given the 
breadth of  financial activities that 
finance leaders are now engaged in, it 
is hardly surprising they are looking to 
recruit employees with a broad range 
of  skills and understanding.’

She adds that finance functions now 
have to be excellent in a wide range of  
capabilities, from supporting 
businesses to managing risk, 
developing effective strategies for 
growth, driving financial insight and 
maintaining appropriate levels of  
control across the organisation as well 
as ensuring its statutory and regulatory 
responsibilities are met. 

‘This confirms our belief  that ACCA 
offers a relevant qualification that 
meets the needs of  business, 
individuals and employers to ensure 
that we develop the complete finance 
professional capable of  achieving 
strategic roles in business,’ she says. 

In today’s finance function, ensuring 
a balance of  skills across the entire 
finance value chain has never been 
more important. Broad-based 
professional finance qualifications 
provide a vital grounding in developing 
the skills that businesses need in a 
number of  areas, discussed below.

The whole finance value chain
The reality of  finance roles in the 
corporate sector today is that 
breadth of  understanding across the 
finance value chain remains entirely 
relevant. It is difficult to conceive of  
finance professionals with statutory 
reporting responsibilities not having 
an appreciation or understanding of  
external auditing principles. Competent 
management accountants and financial 
analysts should have an understanding 
of  risk issues. And those supporting 
finance decision-making or investment 
appraisal should be conversant with 
basic tax or regulatory issues that may 
affect project viability. 

External audit training remains a 
popular entry route into the corporate 
sector because an understanding of  
basic financial control and reporting 
principles permeates so many different 
finance roles.

Balanced finance leadership
Finance leaders must continue 
to partner with the business and 
collaborate with the CEO and 
executive team to help drive the 
organisation’s strategy. But this must 
be balanced with their need to exercise 
independence as the gatekeeper of  the 
organisation. Long-term value cannot 
be created or sustained unless the 
business is appropriately controlled, 
its risks managed effectively, its funds 
protected and maximised, and its core 
fiduciary responsibilities met.

The growth in finance priorities 
Effective cost management, better 
forecasting, more insight, strengthening 
the control environment, ensuring 
appropriate levels of  working capital 
and managing risk have all recently 
been identified in ACCA research as 
key priorities for the finance function. 
With the focus on sustainable value 
creation, and the drive for transparency, 

finance may also play an increasingly 
important role in reporting on social 
and environmental performance, 
and assessing business investments 
that have environmental and social 
outcomes as well as financial ones.

Changing face of  operations
Transformation of  the finance function 
is a priority for many businesses and 
testimony to the desire for greater 
efficiency and effectiveness through 
balanced finance knowledge and 
expertise. The construct of  today’s 
global finance function is designed 
to drive improved capability across 
the entire finance value chain, 
transactional finance mastery in shared 
services, specialist finance expertise 
in centres of  excellence such as tax 
and corporate finance knowledge, and 
business partnering activities to drive 
more effective financial insight in the 
retained finance organisation. 

The partnering mandate
To become a trusted commercial 
partner to the business, finance must 
recognise that its reputation is built 
on its traditional fiduciary capabilities; 
these remain fundamental to creating 
a platform for growth. Failure to 
meet these responsibilities also has 
significant reputational consequences 
for the business. 

If  the business has assurance that 
its assets are effectively controlled, 
finance can devote more resources 
and support to commercial partnering 
activities. With the growing interest 
in areas such as analytical insight, 
the finance function has a significant 
opportunity to expand its influence 
across the business, but it must not 
deprioritise core finance duties. 

The future of  ‘finance’ careers
Career paths in the finance function are 
changing. According to ACCA research, 

The complete finance professional
We report on new ACCA research highlighting the need of the post-crisis finance 
function for accountants who not only have skills in depth, but also in breadth
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over half  of  the younger generation are 
seeking wider business careers while 
some continue to want to pursue classic 
finance careers. 

For individuals, broad-based finance 
qualifications such as ACCA help keep 
career doors open to pursue a wide 
range of  finance and business careers, 
as well as provide insights into future 
career options. 

From an organisational perspective, 
it is recognised that the role of  the 
CFO is changing. With the increasing 
breadth of  responsibility, aside from 
the requirement for a strong technical 
understanding across a wide range 
of  finance disciplines, finance chiefs 
are being expected by the business to 
exhibit broader leadership capabilities. 

The complete finance professional is 
at www.accaglobal.com/complete

Enables holders to see the 
full financial picture

Enables them to minimise 
future financial risks

Enables them to deal with 
financial challenges

Enables them to ask the 
right finance questions

Enables them to lead a 
financial team

Ensures ethical decision 
making

Enables them to build a 
career on a solid structure

Enables them to go in any 
financial career direction

Yes, provides a clear link No, not especially related

Finance leaders are operating in, and 
having to react to, an increasingly volatile 
and technology-driven global economy. 
Clockwise from top left: protest against 
corruption in Delhi, clashes in Cairo, 
NYSE traders, and Hong Kong shoppers

Benefits of broad-based qualifications to newly qualified finance professionals
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45 Practice The view from 
Steven Collings of Leavitt 
Walmsley Associates; how 
the six big international 
networks are drawing joint 
lessons from the global 
financial crisis

35 Corporate The view 
from Raymond Ofungi of 
Barclays; good financial 
reporting is crucial to 
the growth of businesses 
in emerging markets; 
applying the lessons of 
industrial disasters to ward 
off financial catastrophes; 
the complete financial 
professional

Q Why did you embark on a 
career in accountancy?
A I liked the fact that it is 
extremely varied. I started off  
working in industry before going 
into practice. The idea was to 
gain experience working for 
various companies in different 
sectors to prepare me with 
hands-on experience for when I 
moved into practice. Doing this 

has definitely helped me in my career.

Q What’s the best thing about working for an 
accountancy practice as opposed to in industry?
A The diversity of  our client base. I will be planning 
an audit for a multimillion-pound-turnover food 
distribution company one week and for a firm of  
solicitors the next, or lecturing on the CPD circuit.

Q How did you make the move from practice to 
being a consultant and adviser, going on to write 
extensively about accountancy?
A When I was studying ACCA, I found financial 
reporting and auditing were my strongest subjects. 
As I progressed from accounts senior to audit 
manager and then partner, my job became more 
and more technical. I used to write for a student 
accountancy website about accountancy issues 
and gradually became involved in writing for other 
accountancy publications, which I still do. 

Q What are some of the biggest issues facing 
accountants today with regards to IFRS?
A Transitional issues present obstacles as there 
is still a major lack of  understanding among 
countries where it comes to first-time adoption of  
International Financial Reporting Standards (IFRS). 
The extensive disclosures required in corporate 
financial reports can also be challenging, especially 
where there is a lack of  IFRS expertise.

Q How would you describe your work/life balance, 
and how do you like to spend your spare time?
A Some would say it seems all work and no life, but 
I do have time out from professional obligations and 
I like to spend time with my family and friends. I am 
a very keen socialiser and enjoy a good night out. 

JV OUT, DELOITTE CHINA IN
Deloitte has completed setting up 
its own firm in China to replace 
its former joint venture. Chris Lu, 
CEO of  Deloitte China, said the 
new business structure would 
support the firm’s plans to invest 
a further US$160m in China over 
the next three years, and expand 
its workforce to 15,000 people by 
2015. Deloitte invested US$250m 
in China between 2004 and 2012.  
Lu noted the firm’s role in the 
development and internationalisation 
of  China’s accounting industry, from 
its contribution to the new Chinese 
Accounting Standards to attracting 
and nurturing new talent. He said: 
‘We are committed to supporting 
the need for professional services 
in China’s inbound and outbound 
business opportunities as well as 
ensuring that its economy is well 
supported by the ongoing growth and 
maturity of  the Chinese accounting 
industry.’

EY AFRICA DESK FOR BEIJING
Demand for tax advice on Chinese 
investments in Africa has persuaded 
Ernst & Young to set up an Africa desk 
in Beijing. Gerrit Groen, EY’s global tax 
desk leader, said that as companies 
focused on growth opportunities in 
emerging and developed markets, 
the need for cost-effective and 
efficient solutions to simplify global 
tax complexity had become more 
important in the executive boardroom. 
The initiative will be led by Rendani 
Neluvhalani, international tax services 
partner, who has been with the firm for 
over 15 years and has extensive pan-
African tax experience. 

The view from: 
Manchester: Steven Collings FCCA, 
technical director, Leavitt Walmsley 
Associates
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The six large international audit 
networks – BDO International, 
Deloitte, Ernst & Young, Grant 
Thornton International, KPMG and 
PwC – have been working together 
for more than a decade on key policy 
issues that impact accounting, 
auditing and corporate governance 
around the world. The main vehicle 
of collaboration is the Global Public 
Policy Committee (GPPC), which 
comes together regularly to discuss 
key policy developments, both among 
ourselves and with key stakeholders. 
I hasten to add that we always do so 
with a competition lawyer present to 
keep us on the straight and narrow!

That we are able to collaborate while 
still being competitors is a testament, I 
think, to the global audit profession in 
general and its desire to ensure that 
the way in which public interest entities 
report, govern themselves and are 
audited continually evolves to meet the 
needs of  users.

On becoming chair of  the GPPC last 
July, I was not short of  material for 
setting our priorities for the next two 
years. The main areas we are currently 
looking at are:

* accounting for the sovereign debt 
issued by key European financial 
institutions and the related 
reporting issues;

* working with independent audit 
regulators to continue to build audit 
quality and maintain confidence in 
audit reports;

* the evolving role of  audit.

Banks and sovereign debt
The first and most urgent priority 
continues to centre on corporate 
reporting by banks and financial 
institutions. On a national level much 
has been achieved since the financial 
crisis burst upon the world. For 
example, in the UK, audit firms worked 
closely with the Bank of  England, 
the Financial Services Authority and 
the Financial Reporting Council to 

A time for dialogue
Grant Thornton partner Steve Maslin explains how a collaborative initiative by the six 
large international audit networks is drawing lessons from the financial crisis
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Crash and burn: street clashes have 
accompanied the public austerity 
campaigns that have been triggered by 
the global financial crisis and the 
resulting paralysis in the debt markets.

form a code of  dialogue. This code 
ensures that for systemic banks 
there is a regular dialogue between 
the prudential supervisor, bank and 
auditor, allowing views on key issues 
and pressure points to be shared and 
discussed in advance of  each new 
reporting cycle. The audit networks 
have an important role in making such 
national initiatives more widely known 
to benefit other capital markets.

On the international front, the firms 
and audit regulators are working with 
the Financial Stability Board to enhance 
the quality and relevance of  disclosures 
in banks’ accounts. The next task is to 
embed these ideas into practice.

The networks have also been 
engaging each other in far greater 
regular dialogue on bank accounting 
since the crisis emerged. For example, a 
working group of  senior-level 
professionals meets regularly to discuss 
the impairment of  sovereign debt and 
related reporting issues by European 

It is easy to answer yes, but 
obstacles such as trust, confidentiality 
and cost cannot be dismissed out of  
hand. However, effective leaders see 
obstacles as challenges to be 
overcome, and there is a huge desire 
among audit network leaders to 
continue this debate and find solutions. 
We must look for ways to move the 
audit role forward to deal confidently 
with a world of  ever more volatile 
valuations, business models and 
financial confidence.

There are other issues we must bear 
in mind. The work by the International 
Federation of  Accountants (IFAC) on 
public sector accounting standards here 
seems vital to me. I also believe the 
fairly routine sharing of  good practice, 
such as making it unlawful to mislead 
an auditor, would bring improvements in 
many countries far more quickly than 
further changes to reporting and audit. 
Nor should we close our minds to 
embracing new customs and practices 
from emerging economies.

Enron and all the other scandals of  
the last decade were a wake-up call and I 
believe that audit is in a strong state 
now, the more so for strengthening 
dialogue with other stakeholders. 
However, life moves quickly and we 
cannot rest on our laurels and feel that 
an audit model that has its roots in the 
mercantile trade of  Europe centuries ago 
is automatically doing all it can to meet 
the needs of  the future. The financial 
crisis showed that business is vital to the 
well-being of  everyone in society. As we 
move forward the debate on evolving our 
role as auditors, the question ‘what are 
we doing to benefit society?’ is a useful 
one to have at front of  mind.

Steve Maslin is head of external 
professional affairs at Grant Thornton 
and chair of its Partnership Oversight 
Board in the UK. He was the firm’s 
head of assurance services for seven 
years and a member of the Audit 
and Assurance Advisory Panel of 
Grant Thornton International. He is 
also a member of the ACCA/IMA 
Accountants for Business Global 
Forum. The views expressed here are 
his own and not necessarily those of 
Grant Thornton or the GPPC.

banks. Debating these issues in advance 
minimises the risks of  substantial 
differences in the way that key 
institutions report such instruments.

These are important initiatives and 
for me closer two-way (and three-way) 
dialogue between auditors and 
prudential supervisors (and bank 
management) is the number-one lesson 
from the crisis. However, much still 
remains to be done.

Good practice
The second priority concerns sharing 
good practices between the networks 
and with regulators to reinforce the 
effectiveness of  our international 
quality assurance programmes. Again, 
cooperation with other stakeholders 
is an important lesson from the crisis 
and work is under way between the 
International Forum of  Independent 
Audit Regulators and the networks. 

A key strand of  this work is to try to 
capture recurring themes from 
independent inspections and the 
networks’ own inspections around the 
world. The aim is to see whether there 
are lessons that the networks and 
regulators can take at the global level 
to increase the speed with which 
actions are taken in particular 
countries to maintain and continue to 
build audit quality and ensure 
consistent high-quality execution. 

The views of  stakeholders
Third, the networks have been listening 
to the views of  other stakeholders – in 
particular, investors – on the role of  
auditors in maintaining and building 
market confidence. We are looking to 
learn lessons from the financial crisis 
for audit and how it needs to evolve to 
meet current and future user needs.

The overwhelming reaction from 
nearly all stakeholder groups is that 
the large audit firms play a crucial role 
in sustaining capital markets and on 
the whole do a pretty good job. A 
common theme from investors and 
other stakeholders is that auditors have 
vast quantities of  information on the 
strength of  individual companies and 
industry sectors; could this information 
be shared with investors and regulators 
to increase market confidence? 
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The European Securities and Markets 
Authority (ESMA) was formed to 
ensure the effective and consistent 
application in financial statements 
of European securities and markets 
legislation and more specifically 
that of International Financial 
Reporting Standards (IFRS). ESMA 
has highlighted the areas of focus for 
European national regulators when 
they come to review December 2012 
financial statements. 

It is the first time EU enforcers have 
agreed common enforcement 
priorities. Given the global economic 
and market environment, enforcers 
around the world are likely to take note 
and pay particular attention to the 
same areas.

The financial reporting topics ESMA 
has identified are:

* financial instruments; 

* impairment of  non-financial assets;

* defined benefit obligations;

* provisions that fall within the scope 
of  IAS 37, Provisions, Contingent 
Liabilities and Contingent Assets.

ESMA is to monitor the application 
of  IFRS requirements relating to these 
items. These common enforcement 
priorities will be incorporated into the 
reviews performed by national 
competent authorities – the Financial 
Services Authority in the UK, for 
example – which will take corrective 
action where necessary. ESMA will 
also collect data on how European 
listed entities have applied IFRS 
requirements in relation to these  

topics and will report the results to  
the market. 

Common enforcement policies
Financial instruments
As a result of  the financial crisis, 
transparency of  information relating 
to financial instruments has become 
a top priority for investors, issuers 
and regulators. The provision 
of  disaggregated and expanded 
disclosures about material exposures 
to all financial instruments that 
become subject to risk and the 
explanation of  the nature and extent of  
that risk help protect investors. 

IFRS 7, Financial Instruments: 
Disclosures, requires entities to 
disclose information that enable users 
to evaluate:

* the significance of  financial 
instruments for the entity’s financial 
position and performance; 

* the nature and risks arising from 
financial instruments to which the 
entity is exposed during the period 
and at the end of  the reporting 
period, and how the entity manages 
those risks.

An entity should provide disclosures 
by class of  financial instruments that 
are appropriate to the nature of  the 
information disclosed and that take 
into account the characteristics of  
those financial instruments. 

ESMA expects financial statements 
to follow the requirements in IFRS 7 
and include relevant quantitative and 
qualitative disclosures that reflect the 

nature of  the risk exposure, elements 
related to the valuation of  such 
financial instruments as well as an 
analysis of  concentration of  exposure 
to relevant risks. 

Sovereign debt 
Investors’ focus has been on how the 
sovereign debt crisis has affected the 
financial performance and financial 
position of  listed financial institutions. 
ESMA is encouraging disclosure of   
the following:  

* country-by-country disclosures, 
including quantitative disclosures 
on gross and net exposures to 
sovereign debt; 

* non-sovereign exposures by type 
(corporate, banks, for example), 
including qualitative and 
quantitative information about 
credit risk; 

* the impact of  credit derivatives 
used in managing material 
exposures to financial instruments. 

In July 2012, ESMA published 
a review of  the accounting treatment 
of  Greek sovereign debt in the 
2011 annual financial statements  
of  a sample of  European 
financial institutions. 

Impairment of financial assets 
IAS 39, Financial Instruments: 
Recognition and Measurement, requires 
entities to assess whether there is any 
objective evidence that a financial asset 
is impaired. An impairment loss is 
recognised if  and only if  such evidence 

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
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EU enforcers make common cause
For the first time regulators in the EU have agreed the areas that they will focus on 
when they come to review 2012 financial statements. Graham Holt explains
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exists. IAS 39 provides guidance as to 
when such objective evidence exists: 

* as a result of  an event that occurred 
after the initial recognition of  the 
asset (loss event);

* when that loss event has an impact 
on the estimated cashflows of  the 
financial asset that can be reliably 
estimated.

The two issues in IAS 39 that have 
been identified are the application of  
the ‘significant or prolonged’ criteria 
for assessing the impairment of  equity 
instruments, and the accounting for 
loans modified for economic or legal 
reasons relating to the borrower’s 
financial difficulty. 

IAS 39 states that a significant or 
prolonged decline in the fair value of  
the investment below its cost is 
additional objective evidence of  
impairment. However, IAS 39 does not 
provide further guidance for 
determining what constitutes a 
significant or prolonged decline in fair 
value. Divergent practices in the 
application of  the significant or 
prolonged criteria have created varying 
degrees of  transparency in the 
disclosure of  judgments made. 

A higher level of  transparency in the 
assessment of  the trigger event for 
impairment is recommended by ESMA. 
Such transparency should be based on 
the provisions in IAS 1, Presentation of 
Financial Statements, which requires 
management to disclose the significant 
judgments made in applying the 
entity’s accounting policies. 

Modified loans 
Bank leverage is still high and thin 
equity buffers make banks vulnerable 
to shocks in performance and the 
economy. Many holders of  bank loans 
are affected by the difficult economic 
situation and are struggling to meet 
their obligations.

As a result a practice of  forbearance 
has developed: where a borrower is in 
financial difficulties and does not pay 
on time, the lender decides to wait and 
see, perhaps even renegotiating the 
arrangement on more favourable terms. 
There are currently different practices 
in judgments made on the level of  
provisioning and disclosures for 
renegotiated loans. IAS 39 states that 
where a loan is renegotiated on 
substantially different terms, it 
should be accounted for as an 
extinguishment of  the original financial 
liability and the recognition of  a new 
one. ESMA requires transparent 
qualitative and quantitative disclosures 
in this regard.

Impairment of non-financial assets 
The current economic situation 
increases the likelihood that the 
carrying amounts of  assets might 
be higher than their recoverable 
amounts. The market value of  many 
listed companies has fallen below 
their book value, which potentially 
indicates impairment and thus the 
need for an impairment test. Due to 
the widespread economic slowdown, 
assessing future cashflows requires 
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A PRINCIPLES-BASED ENVIRONMENT CAN SURVIVE 
ONLY IF CLEAR AND ENTITY-SPECIFIC DISCLOSURES
BRING USEFUL INFORMATION TO INVESTORS
considerable judgment to be exercised 
by management and is subject to high 
levels of  uncertainty. 

ESMA considers that particular 
attention has to be paid to the valuation 
of  goodwill and intangible assets with 
indefinite life spans whenever significant 
amounts are recognised in the financial 
statements. IAS 36 requires detailed 
disclosures on the estimates used to 
measure the recoverable amount of  
cash-generating units to which 
significant goodwill or intangible assets 
with indefinite lives is allocated. 

ESMA emphasises the need to use 
assumptions that represent realistic 
future expectations and would expect 
issuers to provide entity-specific 
information related to assumptions used 
when preparing discounted cashflows 
(such as growth rates, discount rate and 
consistency of  such rates with past 
experience) and sensitivity analyses. IAS 
1 requires similar disclosures on the 
assumptions made about the future, and 
other major sources of  estimation that 
have a significant risk of  resulting in a 
material adjustment to the carrying 
amounts of  assets within the next 
financial year.

Defined benefit obligations
Discounted post-employment benefit 

obligations should be determined 
with reference to the market in high-
quality corporate bonds. However, 
where a country no longer has a deep 
market in such bonds, the market 
yields on government bonds should 
be used. With the crisis and economic 
downturn resulting in significant swings 
in market yields for some sovereign 
and corporate debt, the question 
could arise as to whether entities 
should change their approach when 
determining discount rates for their 
post-employment benefit obligations. 

The International Financial Reporting 
Interpretations Committee (IFRIC) is 
currently discussing the notion of  
high-quality corporate bonds. ESMA 
believes that entities should wait for an 
IFRIC clarification and not change their 
approach to determining discount 
rates. In the meantime, ESMA 
emphasises there is a particular need 
for transparency in this area and 
expects issuers to disclose the yields 
used and provide a description of  how 
they determined them. 

Provisions within the scope of IAS 37 
The measurement of  provisions 
involves significant management 
judgment and could in the current 
market circumstances be subject to 

more uncertainty. The strong link 
between provisions and the risks an 
issuer is subject to makes a case for 
high-quality disclosures. Nevertheless, 
European enforcers often find that only 
aggregated and boilerplate information 
is provided. 

IAS 37 provides clear guidance 
that the aim of  disclosures on 
provisions is to inform users about 
changes in amounts of  provisions. It 
requires entities to disclose, for each 
class of  provision, descriptions of  the 
nature of  the obligations concerned, 
the expected timing of  outflows of  
economic benefits, uncertainties 
related to the amount and timing of  
those outflows as well as, if  relevant, 
major assumptions made concerning 
future events. The wording used is a 
strong indication that these 
disclosures should be adapted to 
reflect the risks attached to the 
entity’s activities.

Disclosures allow entities to provide 
investors with high-quality information 
within a principles-based environment. 
However, a principles-based 
environment can survive only if  clear 
and entity-specific disclosures, 
re-assessed at the end of  each 
reporting period, bring useful decision-
making information to investors. 

Graham Holt is an examiner for 
ACCA, and associate dean and 
head of the accounting, finance 
and economics department at 
Manchester Metropolitan University 
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SINGAPORE

SECOND READING FOR BILL 
The second reading of  the 
Singapore Accountancy 
Commission Bill took 
place on 14 January. The 
bill aims to establish the 
Singapore Accountancy 
Commission (SAC) and a 
framework for the growth 
and development of  the 
accountancy sector and its 
related fields. It will also 
provide for the registration 
of  chartered accountants 
in Singapore. 

The setting up of  the 
commission will put the 
accountancy profession 
on the same footing 
as the legal, medical, 
architectural and 
engineering professions, 
all of  which are overseen 
by statutory bodies. 

The Bill can be 
downloaded from www.
parliament.gov.sg

FIRST GLOBAL AUDIT SURVEY 
The International Forum 
of  Independent Audit 
Regulators (IFIAR), of  
which the Accounting 
and Corporate Regulatory 
Authority is a member, 
has issued the first global 
survey of  audit inspection 
findings, which identifies the 
level of  inspection activity 
and common inspection 
findings related to audits 
of  listed public companies 
around the world. 

Please visit www.acra.gov.
sg for more details.

PRACTICE DIRECTION ISSUED
The Accounting and 
Corporate Regulatory 
Authority has issued 

Practice Direction No. 
1 of  2013: Applications 
under Sections 23(2), 
29(1), 29(2), 29(4), 200(3), 
201(14), 202, 373(5) and 
373(7) of  the Companies 
Act, Cap. 50. 

This Practice Direction 
serves to:
1 set out the legal 

requirements of  the 
Companies Act in  
relation to financial 
reporting imposed on 
companies and foreign 
companies; and 

2  set out the criteria and 
conditions to be fulfilled 
when applications under 
the respective sections 
are made.

The Practice Direction can 
be downloaded from www.
acra.gov.sg 

Joseph Alfred, head of 
policy and technical,  
ACCA Singapore

MAINLAND CHINA

DIVIDENDS AND INCOME TAX
As approved by the State 
Council, as of  1 January 
2013, dividends of  stock 
of  listed companies 
obtained by individuals 
from public offering and 
transfer market should 
apply differentiated 
individual income tax by 
the length of  holding time. 
For shares held for more 
than one year, the tax rate 
should be 5%; for shares 
held for between one month 
and one year, the tax rate 
should be 10%; and for 
shares held for less than one 
month, the tax rate should 
be 20%. 

The longer investors 

hold shares, the lower 
tax burden they will enjoy. 
The aim is to stimulate 
long-term investment, 
curb short-term speculation, 
and promote the sustained 
and sound development 
of  China’s capital market.

Sophia Zhao, technical 
manager, ACCA Beijing

HONG KONG

CDTA SIGNED WITH ITALY
Hong Kong signed its 27th 
comprehensive double 
Taxation agreement 
(CDTA) in January. The 
agreement was with 
Italy for the avoidance of  
double taxation and the 
prevention of  fiscal evasion 
with respect to taxes 
on income.  

Under the agreement, tax 
paid by Italian residents in 
Hong Kong will be allowed 
as a credit against tax 
payable in Italy. For Hong 
Kong residents receiving 
interest from Italy, the 
withholding tax, which is 
20% at present, will be 
capped at 12.5%. The 
Italian withholding tax 
on royalties, currently at 
22.5%, will be capped 
at 15% where the 
dividend withholding tax 
rate will be reduced from 
20% to 10%.

Double taxation will 
also be avoided under 
profits tax where any Italian 
tax paid by Hong Kong 
companies doing business 
through a permanent 
establishment in Italy will 
be allowed as a credit 
against the tax payable in 
Hong Kong in respect of  

the income.
Under the CDTA, Hong 

Kong airlines operating 
flights to Italy will be 
taxed at Hong Kong’s 
corporation tax rate, 
which is lower than that 
of  Italy, and will not be 
taxed in Italy. Profits from 
international shipping 
transport earned by Hong 
Kong residents that arise 
in Italy will also not be taxed 
in Italy.

The article on 
exchange of  information 
is incorporated in the 
CDTA. The agreement 
will come into force 
after the completion of  
ratification procedures on 
both sides.

BOARD DIVERSITY
The Stock Exchange of   
Hong Kong Limited has 
published its consultation 
conclusions on Board 
Diversity. 

The proposed 
amendments in the 
consultation included 
introducing a code 
provision, subject to 
‘comply or explain’, that 
the issuer should have a 
policy concerning diversity 
in the board, and should 
disclose the policy or a 
summary of  the policy in its 
corporate governance report 
along with any measurable 
objectives for implementing 
the policy, and progress on 
achieving those objectives. 
These amendments to the 
Code will be effective on 1 
September 2013.

Sonia Khao, head of 
technical services, ACCA 
Hong Kong
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The term ‘audit quality’ is 
frequently used in debates 
and policy communications, 
but has no widely accepted 
definition. A number of 
factors make a simple 
definition difficult given the 
myriad views of different 
stakeholders about what 
audit quality is and how it is 
demonstrated. 

The International Auditing 
and Assurance Standards 
Board (IAASB) acknowledges 
that many would put 
compliance with high-quality 
auditing standards and 
well-qualified, competent, 
sceptical auditors as equally 
essential to a quality audit, 
but says there are less 
obvious factors at work too.  

The IAASB is currently 
consulting on an audit 
quality framework to help 
raise awareness of  the key 
elements of  audit quality, 
encourage stakeholders to 
explore ways to improve 
audit quality, and stimulate 
dialogue between key 
stakeholders on the topic. 

The board says the 

framework describes the 
input and output factors that 
contribute to audit quality at 
the engagement, audit firm 
and national levels. The aim 
of  the framework is to 
demonstrate the importance 
of  appropriate interactions 
among stakeholders and the 
relevance of  contextual 
factors such as national 
laws and business 
practices and broader 
cultural issues.

The consultation paper 
seeks input from 
stakeholders, including 
regulators, audit 
committees, investors and 
audit firms. 

The IAASB is seeking 
responses in particular as to 
whether the proposed 
framework is clear, 
comprehensive and useful. 
Comments are requested by 
15 May 2013.

To contribute to ACCA’s 
comments on this 
consultation, contact sue.
almond@accaglobal.com

The consultation paper is 
at www.iaasb.org

At its December meeting in New York, the International 
Auditing and Assurance Standards Board (IAASB) 
approved a consultation draft of an audit quality 
framework. The aim is to raise awareness of the key 
elements of audit quality and encourage key 
stakeholders to explore ways to improve audit quality 
(see main article). The paper highlights a number of 
areas to explore and asks whether there is likely to be 
any benefit in international collaboration on those areas.

The comment period on auditor reporting ended in 
October 2012, with IAASB receiving feedback from 164 
responses, three roundtables and other outreach activities. 

Broadly speaking, there was support for the IAASB’s 
efforts, but a diversity of  views on both the value of  and 
the impediments to its suggestions for how the auditor’s 
report could be improved and how concepts such as 
auditor commentary could be made to work. 

The IAASB aims to issue exposure drafts of  the revised 
auditor reporting standards at its June 2013 meeting but 
recognises this is an ambitious target. An additional 
three-day board meeting had been scheduled in February to 
focus on this key project and the task forces have already 
met to develop the discussion material. Next month’s 
Accounting and Business will contain an update on progress.

Other matters discussed included a paper on the need 
for changes to the International Standards on Auditing 
(ISAs) in relation to disclosures, the ongoing project on 
ISAE 3000, Assurance Engagements, and the impact of  
planned changes to the International Ethics Standards 
Board for Accountants’ (IESBA) code of  ethics on ISA 610, 
Use of Internal Audit.

Any feedback from ACCA members on these, or other 
IAASB matters, is welcome. 

Email sue.almond@accaglobal.com

Sue Almond is ACCA technical director

A new good practice guide from the Professional 
Accountants in Business (PAIB) committee of the 
International Federation of Accountants (IFAC) aims to 
help organisations enhance their reporting processes.

It offers 11 key principles for evaluating and improving 
business reporting processes, plus practical guidance on 
the arrangements needed for effective reporting. 

Download the guide at www.ifac.org/paib

  *IAASB ROUNDUP

   *EFFECTIVE REPORTING

Audit quality
The IAASB is exploring ways to improve 
audit quality and dialogue with stakeholders

mailto:sue.almond@accaglobal.com
www.ifac.org/paib
www.iaasb.org
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企业税务风险管理与税收征管新模式共发展
李文静, 注册会计师 By Wendy Li, RSM China

随着我国社会主义市场经济的深入发展和现

代企业制度的建立，企业内部控制的建设问

题逐渐引起了我国理论界和实务界的关注，

政府的相关部门也在积极制定各项政策法规

来推动这项工作。作为企业整个内部风险控

制管理体系中一个必不可少且非常重要的环

节及组成部分,相比于财务风险控制和经营

风险控制，中国企业给予税务风险内控建设

方面的重视度则不够充分，同时政府也缺乏

相关的政策法规要求和规范企业进行税务风

险内控方面的评估和建设。

同样，与发达国家相比，中国的税务风

险管理起步较晚，直至2009 年5 月5 日国

家税务总局颁布了《大企业税务风险管理

指引（试行）》（简称《指引》），以此

来指导大企业开展税务风险管理，防范税

务违法行为并依法履行纳税义务。《指

引》就大企业风险管理的制度与目标、税

务风险管理组织、岗位和职责、税务风险

识别和评估的机制和方法、税务风险控制

和应对的机制和措施、税务信息管理体系

和沟通机制、税务风险管理的监督和改进

机制等问题进行了明确。

然而，我们注意到，该文件是以“指

引”的方式出台，并未使用类似“规定”

、“管理办法”等形式。从这一角度，我

们了解到《指引》并非强制要求大企业按

其内容遵照执行，只是说明企业可以参照

本指引，结合自身经营情况、税务风险特

征和已有的内部控制体系，建立相应的税

务风险管理制度。虽然如此，我们亦了解

到，在实践中，随着《指引》的出台，许

多大企业，特别是国家税务总局定点联系

大企业及省级税务机关的定点联系企业，

大部分已着手建立或已建立完毕针对本企

业的税务风险内控体系。这些体系包括梳

理本企业的业务 流程，确认税务风险点，

建立税务管理组织架构，明确职责分工，编

制和建立《税务发展战略》、《税务管理办

法》及《税务管理操作手册》，从而建立税

务风险识别和评估方法及税务风险控制和应

对机制。

在《指引》正式颁布两年后，国家税务

总局又于2011 年7 月13日颁布了《大企业

税收服务和管理规程（试行）》（简称《

规程》）。《指引》是针对纳税人的，而

《规程》是针对税务机关的，其要求各级

税务机关在大企业税收服务和管理工作

中，应以纳税人的需求为导向，提供针对

性的纳税服务，以风险为导向，实施科学

高效、统一规范的专业化管理。通过有效

的遵从引导、遵从管控和遵从应对，防范

和控制税务风险，提高税法遵从度，降低

税收遵从成本。

长期以来形成的税企双方缺少互相信

任、近乎对立和隐瞒的关系迫切要求税务

机关改变其征管模式，从以前僵化的且多

为事后管理和稽查的模式转变为具有前瞻

性的、服务意识的、税企双方相互信任、

相互合作的税收征管新模式。新模式要求

税务机关首先从导致纳税人不遵从的原因

入手，通过更优质高效的纳税服务，增强

纳税人自身的遵从能力和意愿，规范纳税

人的纳税行为，最终将在过程中提高纳税

人的税法遵从度，这将大大降低纳税人的

遵从成本，提高税务机关的工作效率，事

半功倍。

《规程》第二章即为“遵从引导”，其

中第三节即为各级税务机关应按照《指

引》对企业税务风险内控体系状况进行调

查、评价，并根据企业实际情况采取相应

措施，引导企业建立完善税务风险内控体

系。从而我们看到，《指引》其实是落实

大企业税务管理新模式整套方案中的一个

步骤，是大企业税务风险管理体系中的一

个环节。对于经税务机关评估税务风险内

控体系合乎规定的企业，税务机关可根据

企业内控体系状况及其税法遵从能力，经

与企业协商，在自愿、平等、公开、互信

的基础上，签订税收遵从协议，共同承诺

税企双方合作防 控税务风险。签订税收遵

从协议是《规程》对中国税收征管模式的

一个开创，标志着中国税收征管新模式和

新纪元的到来。

税收遵从协议的签订，可以减少税务机

关对企业的稽查，企业可以对税法不明确

事项从税务机关拿到事先处理意见，且在

协议签署前，企业遗留税务问题必须得以

解决。这些均是签署税收遵从协议为企业

带来的好处。然而，必须注意的是，税企

双方签订税收遵从协议的前提是，企业必

须具备相对完善的税务风险内控管理体系

及足够的税法遵从意愿和能力。

通过企业对税务风险内控管理体系的建

立及税务机关对征管模式向服务型的转

变，税企双方的关系有望能够进入一个良

性运转的轨道，从而，作为纳税人的企业

就会减少被稽查的风险，税务机关也可以

把有限的资源投入到风险更高的事件中，

从而节省征管成本。

就未来的发展趋势来看，今天的税务风

险内控制度和建设只是一个开始，随着体

系的不断完善，企业和税务机关之间遵从

信任的不断建立，企业会从这种良性循环

中受益，更好地推动企业未来的发展进

程。

Wendy Li, is vice general manager, 
Zhongrui Yuehua Tax Advisory Co Ltd, 
and tax director, RSM China
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units on the web

So far this series has highlighted 
that the competitive environment has 
a very profound impact on financial 
returns. For an example of the effect, 
let’s take a brief look at the case of 
Marks & Spencer.

In the very late 1990s M&S was 
Britain’s most profitable retailer. It was 
making profits of  more than £1bn on 
sales of  just £8bn. In economic terms, 
given the general competitive state of  
the retail industry, the company was 
making abnormally high returns. This 
was partly a reflection of  its previous 
competitive advantage – brand, 
reputation, products and so on – but 
also in part because it was milking its 
position, underinvesting (lower 
depreciation), and skimping on 
customer service. Newer, nimbler and 
more aggressive competitors from 
niche retailers right up to Tesco and 
Asda were poised to attack its clothing 
business. And Waitrose, Tesco Finest 
and Sainsbury’s were attacking its 
premium foods business.

Using various strategy matrices at 
that time and through the early 2000s 
I monitored M&S’s strategic position as 
shown in the table on this page.

M&S’s clothing business was 
undermined by complacency, and by 
the early 2000s was really suffering 
against the competition. During this 
period, margins and profits at the 
company collapsed as a result of  this 
weakening competitive position and the 
rise in rivalry.

Its food business didn’t show much 
innovation throughout the very late 
1990s and into the early 2000s. 
Although that improved greatly 
post-2005 under Stuart Rose, 
competition sharpened as its rivals 
improved their offerings.

In short, M&S’s profits collapse and 
its faltering recovery record very much 
mirrors, with some lags, the changing 

strategic position of  its individual 
business streams. The company’s 
profits look unlikely to return to the 
levels of  the last century for the 
foreseeable future because those 
elevated returns have returned to a 
‘normal’ level. What was cunning and 
unique in those halcyon days of  
bumper profits is no longer so.

So profits and financial returns are 
closely correlated with external 
changes, with shifts in relative 
competitive position and with the extent 
to which the organisation is cunning or 
complacent. So when accountants look 
to the profit and loss (P&L) account as 
the key performance indicator of  the 
business they are often looking at 

Making strategic options fly
In the last article of this series, Dr Tony Grundy examines how the finance function –  
and the accountant within it – can play a much more strategic and influential role

Clothing/non-food

Market attractiveness

Competitive strength

Food

Market attractiveness

Competitive strength

Marks & Spencer: strategic position

Value tree for new supermarket trolleys

Late 
1990s

Medium

Medium

High

High

Very early 
2000s

Low/med

Very low

High/med

Medium

After 
2005

Medium

Medium

Medium

Medium

After 
2010

Low/med

Medium

Medium

Medium

New 
trolleys

Customer 
value

Company 
value

Operating 
cost saved

Investment 
cost saved

Contribution to 
brand image

Ease 
of use

Contributed to 
capturing new 

customers?

Switching to 
competitor 
avoided?

(by segment)

Irritation 
avoided
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symptoms rather than causes; the P&L 
figures don’t uncover the real drivers of  
corporate performance. 

By becoming strategically astute, 
accountants and the finance 
department as a whole can begin to 
fulfil their true role as the guardians of  
shareholder value, rather than being 
primarily the score-keepers who look 

after accounting profit. 
To turn this role into a reality, 

financial professionals need to:

*	become much more involved in the 
planning process, by co-ordinating 
and project-managing it

* apply the strategic option grid (as 
described in the third article of  this 
series) to help operational managers 
carry through the ‘challenge-and-
build’ process of  refining and 
testing their options 

*	champion the role of  shareholder 
value in the business (as described 
below), not just in business cases 
but more generally

*	be much more effective in 
influencing key players in 
the organisation

*	spend less time on more pure 
number-crunching and backward-
looking work.

Returning to the issue of  shareholder 
value, there are said to be seven key 
value drivers that propel the net present 
value of  future cash streams of  the 
business: sales growth rate, operating 
profit margin, three drivers concerned 

with fixed and working capital, the tax 
rate, and the cost of  capital.

These seven drivers all have an 
impact on the share price. This impact 
can be modelled on a relatively simple 
spreadsheet which discounts forecast 
cashflows and the ‘terminal value’ at 
the end of  the planning period to a 
present value.

If  all this is a foreign language to 
you, then as an accountant there is 
something that you aren’t doing but 
which you should be: keeping a close 
track on the value of  your business, 
seeing whether this value is going up 
year on year (the ‘economic profit’), 
and understanding what is really 
behind that. 

This is a quite different way of  
looking at finance. It is forward-looking 
and not confined to just a year at a 
time. It is also based on a more honest 
metric: cashflow. It all helps you, in 
your role as an accountant, to assess 
the value to the business of  new 
strategic options and decisions. 

The first two of  the seven value 
drivers are called ‘business value 
drivers’; they are generally the most 
important in determining the share 
price and business value. 

If  we look first at the more generic 
business value drivers, we can trace 
the links as shown below between 
competitive strategy (boldfaced) and 
the value drivers a strategically astute 
accountant should be looking for.

Sales growth rate

* PEST (political, economic, social 
and technical) factors: lower 
economic growth reduces the sales 
growth rate

* Life-cycle effects: maturity dampens 
price increases, may cause price 
deflation and lower sales volumes

* Relative competitive advantage: 
impacts on relative market share 
and supports premium prices.

Operating profit margin

* Porter’s five forces: squeezes prices, 
pushes up costs and reduces margins

* Relative competitive advantage: 
protects against discounting, and 
lowers costs of  acquiring new 
customers and reducing the cost of  
replacement 

* Variables: economies of  scale and 
lower costs.

These are merely high level, but it is 
precisely this kind of  analysis that 
accountants with a strategic role should 
be undertaking. The two business 
value drivers of  sales growth rate and 
operating profit margin are a very good 
start but very generic. An accountant 
can make them far more specific. So 
first, a business value driver is defined 
as anything that generates – directly 
or indirectly – the cash inflows of  a 
business, now or in the future. A cost 
driver can be defined in a very similar 
way as anything which generates – 
directly or indirectly – the cash outflows 
of  a business, now or in the future.

In the earlier article on the option 
grid, at ‘strategic attractiveness’ we 
were implicitly asking about cashflows, 
so we should look too at value and cost 
drivers, but now specifically.

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.
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To operationalise these, it is best to 
try to sketch out a tree of  value (and 
cost) drivers which underpin a 
particular strategic option. An example 
is in the value tree graphic shown on 
the first page of  this article. This 
examines the value drivers for a new 
form of  supermarket trolley which goes 
in a guaranteed straight line. 

The graphic shows an example of  
value segmentation – that is, economic 
value which accrues either to different 
people or in different ways/activities. 
This process allows indirect and less 
tangible sources of  value to be captured 
– and ultimately for some ‘what if?’ 
approximate valuation to be done. This 
allows the accountant to capture softer 
value in business cases. In strategic 
planning softer value is very common.

Such value trees not only help to cast 
the net of  quantification wider but also, 
as we drill down to the bottom of  that 
page, in more detail and depth. This 
methodology has helped me to put an 
economic value on culture change at BP 
and on learning and development at a 
police force, demonstrating the high 
ratios of  value over cost resulting.

The cost driver tree I created had the 
investment and running costs broken 
down into losses and damage (big) and 
trolley retrieval costs (enormous). 
Drilling down here has begun the 
process of  convincing UK 
supermarkets to reconsider coin locks.

Using these kinds of  pictures can 
enable accountants to perform a 
combined strategic and financial 

analysis of  strategic options, project 
cost breakthroughs and generate far 
better business cases generally.

Let’s now look at how a finance 
department might develop a strategy 
for itself. 

Current position    
What businesses are we in?

*	Transactional

*	Technical

*	Reporting

*	Budgeting and financial planning

*	Strategic, advisory, influencing

*	Process development

*	Special projects (for example, cost 
management)

*	What is the current value added and 
what are the costs?

*	Internal customer analysis/costs.

Value outsourcing 
Options/breakthroughs:

*	Shift resources from traditional 
activities to strategic.

*	Adapt structure and adopt more 
fluid roles.

*	Mindset more commercial, forward-
looking, advisory.

Vision      

*		To be regarded as more of  a business 
unit than a functional overhead, a 
voice championing shareholder value. 

Not rocket science
Creating a strategy for a finance 
department isn’t rocket science.  
It is a very similar process to 

developing one for any other business 
or function. 

In the future it would be wise to 
capitalise on your learning. Sadly the 
provision of  short courses on strategy 
has dried up. In terms of  further 
reading, Wikipedia is excellent and cuts 
through the terminology, although it is 
still rather conceptual.

MBA courses can help broaden you 
conceptually and give you far more 
confidence. They put a lot of  emphasis 
on strategic thinking – contact me via 
my website if  you have serious interest. 

Strategic projects are another 
excellent way to develop further – for 
example, major change programmes, 
secondments, acquisition work and so 
on. Do trial techniques such as the 
option grid on these projects.

Let me finish with a story. A group 
of  turkeys were having a day out in 
London’s Hyde Park. While they 
were having their lunch (chicken 
sandwiches), a man came up to them 
and said, ‘Would you like to fly? I can 
show you how.’ They agreed and he 
took them on a flight around the park, 
over Buckingham Palace and Big Ben. 
When they landed, they thanked him 
and said what a great time they had 
had, then walked home happily. 

What is the one big thing that the 
turkeys forgot to do?

Dr Tony Grundy is an independent 
consultant and trainer and lectures 
at Henley Business School in the UK 
www.tonygrundy.com
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Location, location, location
[Taking a postgraduate qualification can definitely give you the leading edge in the jobs market and  

help boost your earning power, but where should you choose to study – home or away? 

LOOKING FOR A NEW JOB?
www.accacareers.com/china-hong-kong

The reasons for having an MBA or 
MSc on top of your other professional 
qualifications are just as pertinent 
today as they have ever been. With 
many countries suffering from double-
dip recessions and global economies 
facing strict fiscal cutbacks, 
businesses everywhere need to make 
sure they are recruiting and paying the 
most talented individuals available. 
A postgraduate qualification may just 
put you ahead of the field.

‘Organisations looking to hire 
employees for positions of  increasing 
responsibility consider postgraduate 
qualifications as a critical professional 
development tool,’ says Erin O’Brien, 
associate dean, TRIUM and Global 
Programs, NYU Stern School of  
Business. ‘The results are more 
capable employees who, in the short 
term, can immediately apply what 
they are learning to the 
day-to-day job and, in the 
longer term, are equipped 

with the understanding, skillset and 
contacts necessary to navigate today’s 
global economy.’

Christophe Coutat, CEO of  the 
Advent Group and founder of  
AccessMBA.com, agrees: ‘Young 
professionals who commit to doing a 
master’s in business or an MBA invest 
in their development and thus 
considerably increase their potential for 
career growth and business success.’

But with more than 3,000 MBA and 
7,000 master’s programmes in 
existence worldwide and many different 
types of  programmes tailored to meet 
a diverse range of  student needs, as 
well as pricing and quality 

considerations, potential 
students can sometimes 

uncomfortably straddle 

the line between being spoilt for choice 
or having too much of  it.

Difficult choice
One decision they have to make is 
about location and, with prestigious 
programmes offered in every corner of  
the globe, this is no easy task. 

‘Studying abroad is a major 
investment in time and money, and for 
many students it’s the biggest 
educational expense they will make in 
their lives,’ says Coutat.

The potential benefits of  going 
further afield, though, are clear. 
‘Business and management in today’s 
global world are more and more about 
understanding and accepting cultural 
differences and diversity,’ says Coutat, 
‘Doing an MBA abroad helps managers 
encounter different cultures and their 
organisational aspects.’

With over 100,000 alumni in over 
100 countries, NYU Stern offers one of  
the largest, most successful alumni 

bodies of  any business school in the 
world, with 500 CEOs.

‘Our powerful alumni network 
opens doors for you in virtually 

any industry, almost 
anywhere in the world,’ 
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LOOKING FOR A NEW JOB?
www.accacareers.com/china-hong-kong

‘BUSINESS  TODAY IS ABOUT UNDERSTANDING 
CULTURAL DIFFERENCES. DOING AN MBA ABROAD
HELPS MANAGERS ENCOUNTER DIFFERENT
CULTURES AND THEIR ORGANISATIONAL ASPECTS’

says O’Brien. ‘Their varied 
backgrounds, perspectives and 
expertise make the educational 
experience one of  the richest and  
most rewarding.’

So how should you go about 
choosing the right course and location 
for you? ‘Candidates should evaluate a 
programme by three different criteria: 

the quality of  its academic 
specialisation, its educational 
environment, and its career placement 
programme,’ advises Coutat. 

He adds: ‘A school’s alumni network 
is another important factor, not only 
because it gives an idea of  the level of  
the programme, but it is also a vital 
source of  contacts for future 
employment. Another reliable method 
is to look at school accreditations; 
Equis, AMBA and AACSB have the best 
reputation internationally.’

‘It is important for potential students 
to identify their drivers for seeking out 
a programme and think about what 
they anticipate their return on 
investment will be on completing the 
programme,’ adds O’Brien. ‘The 
community and culture of  the 
programme is also an important 
consideration, especially as it relates 
to executive-level students who are 
often seeking a lifelong network and 
thrive on the varied backgrounds, 
perspectives and areas of  expertise 
that will add to their educational 
experience.’

Cost, of  course, may be a deciding 
factor, especially if  you are thinking of  
studying abroad. At NYU Stern, 
financial aid is available for the 
programmes, but to qualify for them 
you must be a US citizen or US 

permanent resident. Scholarships are 
available for the TRIUM Global 
Executive MBA programme, usually 
intended for people working in 
emerging markets or economies or the 
public sector where the pay scales are 
not equivalent to the role they provide 
for their organisation.

Of  course, you can get an MBA from 

an international business school 
without ever setting foot in the country 
it comes from. ‘Online programmes 
have a number of  advantages in terms 
of  time management, saving on travel 
and living expenses in another country,’ 
says Coutat. ‘However, some 
candidates may well prefer the 
traditional classroom contact 
programmes because of  the different 
style of  interaction with faculty and 
other MBA students.’

Ensuring that the course is respected 
is absolutely crucial if  you go down the 
distance learning route. One doesn’t 
have to look too far to find high-profile 
examples of  well-known individuals 
purporting to hold professional 
qualifications before being exposed as 
having bought them over the internet 
from an educational establishment of  
questionable credibility. ‘Candidates 
should look for proof, such as an 
accreditation, and that certain quality 
standards are met,’ says Coutat.

Once you are completely sure of  the 
credibility of  the business school and 
the course, the return on your financial 
and time investment will soon become 
clear because, as Coutat concludes, 
‘an MBA has become key to business 
success, ambition and leadership’.

Beth Holmes, journalist

www.accaglobal.com


MILLION-DOLLAR FUN
The 16th ACCA charity fun day, held in January, raised HK$1.1m 
for three organisations that support the elderly poor, and people 
with hearing and visual impairments.

Matthew Cheung Kin-chung, Hong Kong’s secretary for labour and 
welfare, officiated at the event celebrating the completion of  this 
year’s ACCA fundraising campaign. The day had a Sports for Love 
theme to highlight the Olympic spirit. Olympic table tennis men’s 
doubles medallists Ko Lai-chak and Li Ching, together with other elite 
Hong Kong athletes, came along as special guests. 

With 37 teams taking part from accountancy firms, companies, 
universities and institutions, the hotly contested rickshaw race was 
the highlight of  the day and was won by Deloitte Touche Tohmatsu. 
Ernst & Young was named first runner-up and Sino Group Hotels 
was second runner-up

William Mak, ACCA Hong Kong chairman, said the funds raised 
would help social groups that do not receive funds from mainstream 
charities or the government. Proceeds this year will go to Jubilee 
Ministries, Otic Foundation and Project Concern Hong Kong. Corporate 
sponsors include Nine Dragons Paper (Holdings), SML Group, Ultra 
Active Technology and World Wide Touch Technology (Holdings) . 
Co-sponsors are Belle International Holdings, Prince Jewellery and 
Watch Company and Rosaryhill School Old Students Association.
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01  The charity 
fun day kicked 

off  with a fancy dress 
parade (opposite, top)

02  Matthew Cheung 
Kin-chung, GBS, 

JP, Secretary of  Labour 
and Welfare (2nd r); 
William Mak, chairman, 
ACCA Hong Kong (centre); 
and representatives of  
beneficiary organisations 
at the opening ceremony

03  Most Outstanding 
Costume Award 

went to the Ernst & Young 
team, which also finished 
runner-up in the big race

04  Teams mingle 
before the start 

of  the highly competitive 
rickshaw race

05Elite Hong 
Kong athletes 

demonstrate their gold-
medal technique

06Teams danced 
and sang their 

way along the pre-race 
parade route

07A star turn 
from the EY 

contingent, which also 
took the Outstanding 
Cheering Team Award
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Young and ambitious
[Kenneth Chan Mun Wai, financial controller, Wallem Shipagencies 

division, Wallem Shipping (HK) 

Q How would you describe a typical day? 
A The start of  the day would be to get emails done. Usually, I have a to-do 
list prepared at the start of  the week which involves a series of  discussions 
and setting of  action plans with my colleagues both here in Hong Kong and 
the various overseas locations. As the majority of  the business in our division 
is generated outside Hong Kong, it is critical that these communication 
lines, especially with the overseas finance managers, are kept opened and 
all relevant parties well-informed, which also means that I visit the overseas 
offices periodically.
 
Q Why did you want to become an accountant?
A The stereotypical view that accountants are boring bean counters 
who speak in incomprehensible jargon is already outdated. 
Nowadays, we are expected to be business advisers, proficient 
mathematicians, strategists and leaders rolled into one! Back to 
the original question, I wanted to be an accountant as I enjoyed the 
number crunching and analytical side of  things. But as I continued 
to develop, I realised that a competent accountant had to be armed 
with a range of  diverse skills while also maintaining a keen learning 
attitude, and that was when I decided that that was the career I wanted.

Q What are your main priorities in the coming months, and what 
challenges and opportunities do you anticipate?
A Our company is constantly looking to increase our revenue 
streams and expand our range of  services to our customers. 
Hence we have a number of  projects currently in the pipeline. 
It is going to be a minefield managing our partners and 
the various stakeholders as the start of  any venture or 
project is always the most challenging but exciting 
period. Nevertheless, this also means that it is a great 
opportunity for me and my team to influence and map 
the direction of  these new business streams.

Q What advice would you give to young accountants 
starting out in their career? 
A Learn everything that you can in not only what you do but 
also what your colleagues around you do. Establish friendships 
and learn from mentor-like figures who have been there and 
done that. Always keep an open mind on career opportunities 
that will advance your career over the long term.

Q Where would you like your career to be in five years’ time?
A By that time, I would have hoped to have refined my 
strategic and management skills, as well as establishing a 
strong reputation for being a diligent and reliable business 
partner. I’m open to doing this in a number of  official roles 
just as long as I can continue to maximise my abilities in a 
stimulating and rewarding environment.

FAST FACTS
Average hours per week: It takes 
me about 45 minutes on average 
to commute to the office in the 
mornings. I work 50 to 55 hours 
a week on average, not taking into 
account business travel.
If I wasn’t an accountant I’d be 
a… Chef. The looks on the faces of  

people enjoying the food you’ve 
cooked is extremely fulfilling.
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SUMMIT TACKLES CRITICAL ISSUES
China’s leadership transition may go smoothly, 
the economy might manage a soft landing and the 
government can probably contain social tensions for now. 
But what other short-term changes are in store for China, 
and how will these affect its development and that of 
the rest of the world? At The Economist’s China Summit, 
sponsored by ACCA, experts explored the critical issues 
facing China and examined how businesses must adapt 
to thrive.

The event, which took place in Beijing in January, engaged 
business leaders, policymakers and academics on both an 
intellectual and a practical level to debate and examine 
linkages with rigorous, global and forward-looking 
perspectives. Several hundred high-profile guests were 
invited to attend. Ada Leung, ACCA China country head and 
Jordan Yu, head of  ACCA Beijing attended.

ACCA SAYS ‘THANK YOU’ 
ACCA Guangzhou hosted a 
‘thank-you’ dinner and Approved 
Employer award ceremony in 
Guangzhou in January. Many high-
profile executives, such as Jiang 
Jianping, secretary general of 
Guangzhou Institute of Certified 
Public Accountants, Ding Yuewen, 
secretary general of Guangdong 
Provincial Institute of CPAs and 
more than 10 partners from Big 
Four firms, attended the event. 
There were also around 80 senior 
managers from Approved Employers 
and partner organisations. 

Nine companies were awarded 
Approved Employer certificates by 
Ada Leung, ACCA China country head. 
These included PwC Guangzhou, 
Amway (China) Co, the Bank of  East 
Asia (China) – Shenzhen Branch, 
E Fund Management Co, Randstad 
and Viasystems Group.  

Participants thoroughly enjoyed 
the event and were impressed that 

01  The Economist’s China Summit included a panel 
discussion on change, China and the US 

02  Nine companies were awarded Approved Employer certificates at ACCA 
Guangzhou’s ‘thank-you’ dinner and ceremony in January

ACCA has such a powerful network of  
supportive members. For ACCA, the 
event was an excellent way of  

networking and showcasing the 
organisation’s significant contribution 
to China’s development.
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65 News  
The Economist’s China 
Summit, sponsored 
by ACCA, examines 
critical issues; ACCA 
Guangzhou hosts 
Approved Employer 
event

64 Young and 
ambitious  
Kenneth Chan Mun Wai 
of Wallem Shipping

62 Fun time  
ACCA Hong Kong’s 
Charity Fun Day 
raises over HK$1m for 
good causes

Inside 
ACCA

Council is ACCA’s governing body and as such has a pivotal 
role in ACCA affairs. It has a wide-ranging remit that includes 
ensuring that ACCA operates in the public interest and delivers the 
objectives stated in its royal charter, setting the overall direction 
of ACCA through regular approval of ACCA strategy, ensuring 
that governance structures are aligned to the effective delivery of 
strategy, engaging with ACCA members to explain and promote 
ACCA’s strategic direction, acting on behalf of all members and 
future generations of members (today’s students), and providing 
an objective environment for the executive team to explore new 
ideas or challenges.

Council and the executive team collaborate in order to devise 
ACCA’s strategy, which is then approved by Council. Delivery of  
strategy is the responsibility of  the executive team, with governance 
of  the process and performance management provided by Council.

Whatever their geographical or sectoral bases, Council members 
do not represent particular areas or particular functions and are 
elected by the membership as a whole.

Candidates in the Council elections come from all parts of  the 
world, from every sector of  the profession, and represent a wide 
range of  senior positions. Long-term or technical experience is 
valuable, but so is a proven ability to participate actively in strategic 
decision making. Council experience as such is not necessary. 
However, an understanding of  good governance is essential, and 
personal and professional integrity must be of  the highest standard.

Specifically, ACCA expects members to bring the following skills 
and attributes to Council: an ability to take a strategic and analytical 
approach to issues and to see ‘the big picture’, an understanding of  
the business and the marketplace, communication and networking 
skills, an ability to interact with peers and respect the views of  
others, decision-making abilities, an ability to act in an 
ambassadorial role in many different environments, planning and 
time management, and a willingness to learn and develop.

Nominations are now invited for any members wishing to stand  
for election to Council at the 2013 AGM. Anyone wishing to stand 
must be nominated by at least 10 other ACCA members in good 
standing. Candidates should supply a head-and-shoulders 
photograph and an election statement of  up to 180 words. Election 
statements should not include references to email addresses or 
internet websites. Candidates are also required to sign declarations 
of  their willingness to comply with, and be bound by, the code of  
practice for Council members.

Further information on the Council election process, including pro 
forma nomination papers, may be obtained by writing to the 
secretary at 29 Lincoln’s Inn Fields, London WC2A 3EE, by sending 
a fax to +44 (0)20 7059 5561, or by sending an email to 
secretariat@accaglobal.com quoting ‘Council Elections’ in the 
subject box.

The closing date for submission of  nominations to the secretary is 
19 June 2013.

Council election
Nominations are invited for members wishing to 
stand for election to ACCA’s Council

NEW SME 
CERTIFICATE 
ACCA has launched a 
new certificate to support 
finance professionals 
in understanding IFRS 
for SMEs.

The CertIFR for SMEs is 
available on demand. See 
www.accaglobal.com/
certifr

CMA OPPORTUNITY
The ICMA (Institute of 
Certified Management 
Accountants) Board of 
Regents, representing 
the certification division 
of IMA (Institute 
of Management 
Accountants), has 
voted to waive its usual 
bachelor’s degree 
requirement for ACCA 
members wishing 
to earn IMA’s CMA 
(Certified Management 
Accountant) credential. 

This is the latest 
outcome of  a strategic 
partnership between 
IMA, the US-based 
association of  accountants 
and financial professionals 
in business, and ACCA.  

For more, go to www.
imanet.org/acca
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FUN AND GAMES
AT THE ACCA CHARITY FUN DAY

HOME OR AWAY?
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CPD
get verifiable cpd  
units by reading  
technical articles
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