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WELCOME

Welcome
INSPIRING CHANGE

Every year, the United Nations-organised International
Women’s Day (IWD) – celebrated on 8 March as we went
to press with this edition – reminds us of the massive
contribution women have to make in all aspects of life.
The day is held to celebrate the changing attitudes to
women’s equality and emancipation.
It is worth noting that ACCA, in 1909, was the
first accountancy body to give women access to its
membership, and was itself the first to appoint a female president. ACCA’s female
membership currently stands at 45%, while its female students account for 51%.
Marking IWD, chief executive Helen Brand said: ‘The more silo-ed things become,
the harder it is to get fresh thinking on matters that affect the finance world.
Innovation is key to changing things for the better. The profession has a massive
part to play in inspiring change.’
Our cover feature this month (page 16) looks at women working in finance in
the Middle East and South Asia. It also includes a roundtable held in Dubai at the
end of January, at which senior female finance professionals discussed what is
needed to redress the gender imbalance in senior business roles. We find a bright
future – women are starting to move into senior roles, thanks to a growing respect
for equality and a more flexible work ethic.
The articles also appear in a special edition on the Middle East and South Asia
published to mark ACCA’s Council meeting, held in Dubai last month. You can
read the special edition at www.accaglobal.com/ab.
Meanwhile, in our main profile this month we talk to Kamal Rajani FCCA, who
is also using innovation in the finance function to change things for the better.
He has helped turn the Nature Conservancy of Canada (NCC) into one of the
best-run not-for-profit organisations in the country. What inspires him, he says, is
protecting the natural habitat for both the present and future.
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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▼ DAILY RIND

The annual Lemon Festival in south-eastern
France highlights the country’s position as the
European Union’s biggest agricultural exporter

▼ SUPER TROUPERS

Abba’s image was partly
influenced by tax laws
enabling deductions against
outlandish costumes, a new
official book suggests

▲ REACH FOR THE STARS

Sir Richard Branson has restated that his
spaceship will have its first commercial voyage
this year. Almost 700 people have booked a trip
on Virgin Galactic’s SpaceShipTwo
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▼ PUTTING THE BRAKES ON

A police officer holds the licence plates of taxis
obstructing roads in Kenya’s capital, Nairobi.
Public transport came to a standstill as taxi
operators protested against higher parking fees
introduced to ease congestion in the city

► PLASTIC FANTASTIC

Star of The Lego Movie, Will Arnett, attends
the Los Angeles premiere. Lego plans to set up
centres in London, Singapore and Shanghai to
make the Danish toy company more international

◄ UNCERTAIN FUTURE
As the situation in
Ukraine remains tense,
demonstrators hold Russian
flags during a rally in the
disputed region of Crimea

▼ BEST FOOT FORWARD

Jérôme Kerviel, the former Société Générale trader convicted of
fraud that led to record losses at the bank, is walking 1,400km
from Rome to Paris to protest against the ‘abuses’ of finance
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News round-up
This month’s stories include a global standard for information exchange, concerns
about EPSAS and the growth of social media networks, while Rihanna courts success
STANDARD UNVEILED

A new global standard for
the automatic exchange
of financial information
has been published by
the Organisation for
Economic Cooperation and
Development (OECD) and
is intended to help G20
countries improve their
collection of taxes on funds
held offshore. Jurisdictions
will obtain information from
their financial institutions
and automatically exchange
these annually with other
jurisdictions. ‘This is a real
game changer,’ said OECD
secretary-general Angel
Gurría. ‘Globalisation of the
world’s financial system has
made it increasingly simple
for people to make, hold and
manage investments outside
their country of residence.’
See also ‘Technical update’,
page 55.

REPORTING UNDER FIRE
Companies reporting under
International Financial
Reporting Standards (IFRS)
are too often influenced
by subjective management
views, such as the treatment
of restructuring costs,
warns ratings agency
Standard & Poor’s (S&P).
‘In our view, investors and
other users of financial
information should exercise
professional scepticism
and carefully scrutinise
underlying earnings and
exceptional items before
reaching their own view of
a company’s performance,’
says the ratings agency.
S&P is calling for improved
disclosures; more
prescriptive and specific
guidance for auditors; and
greater auditor assurance

ACCOUNTING AND BUSINESS

INDIA ADOPTS IFRS FROM 2015
India is to adopt International Financial Reporting
Standards (IFRS) from April next year. It will be
mandatory for companies with a net worth greater
than 1,000 crore rupees (US$162m). A second
implementation phase will apply from April 2016,
when the measure will apply to companies with a net
worth above 500 crore rupees (US$81m). The move to
IFRS requires confirmation through the approval of a
new Companies Act. Some listed Indian companies are
already permitted to report using IFRS.

of underlying earnings and
exceptional items. An S&P
study of non-financial FTSE
100 companies’ reports
found 89% adjusted profits
and in 73% of cases this
boosted operating profits.

‘INVEST TO GROW SMEs’

Governments must invest in
education and infrastructure
if their SME sector is to
grow, says ACCA’s Global
Forum for Small and
Medium Sized Enterprises.
The discussion forum’s
policy paper Innovations in
access to finance for SMEs
argues that governments
must encourage financial
literacy, remove uncertainty
in regulation, and improve
SME access to funding by
raising their knowledge of
funding sources. The study
found that businesses and
investors have lost faith in
banks, which are less able to
lend to small firms because
of capital and liquidity
restrictions. The report is
at www.accaglobal.com/
smallbusiness

FIRMS APPEAL RULING

The Big Four’s Chinese
affiliates have appealed
their six-month suspension

from auditing US-listed
companies. The appeal will
be heard by five Securities
and Exchange Commission
law judges, following the
original decision by an SEC
administrative law judge.
The suspension was the
result of the firms’ refusal
to release to the SEC
audit papers of Chinese
companies listed in the US,
claiming that to do so would
violate Chinese law. The
suspension will not apply
while the matter is being
appealed and could go to
the Court of Appeals.

ESG STANDARDS ISSUED

Sustainable accounting
standards have been
issued for the financial
services sectors by the US
Sustainable Accounting
Standards Board. The
provisional standards deal
with environmental, social
and governance (ESG) issues
including customer privacy;
data security; integration
of ESG factors into credit
risk analysis; investment
management and advisory;
and responsible lending
and debt prevention. The
standards are for listed
companies in the US in

the asset management
and custody, banking,
consumer finance,
insurance, investment
banking, mortgage
finance and security and
security and commodity
exchanges sectors.

NEW CHAIRMAN AT KPMG
John B Veihmeyer is KPMG
International’s new global
chairman, succeeding
Michael Andrew, who has
become seriously ill. Andrew
has been chairman since
May 2011 and will continue
as co-chair of the Australian
B20 Working Group on
Anti-Corruption. Veihmeyer
is chairman and CEO of
KPMG’s US firm and will
continue in these roles.
He said: ‘My focus will be
continuing to strengthen our
global reputation for quality
and professionalism, as well
as our status as one of the
world’s great places to work
and build a career.’

RIHANNA WINS CASE

Rihanna has won US$10m
in a lawsuit against her
former accountant Peter
Gounis of Berdon, a New
York-based firm. The singer,
who lodged the suit in

9

ROUND-UP | NEWS

64%
63%
61%
59%
57%
55%
53%
51%
46%
44%

Source: We Are Social

36%
32%
29%
27%

World average

DIGITAL VAT CHANGES

VAT on digital sales is to be
charged from next January
according to where a
European Union consumer
is based, rather than where
the seller is located. The
move could lead to digital
businesses relocating from
low-VAT countries such as
Luxembourg to those where
there are more consumers,

»

South Korea

Fiji

Philippines

Thailand

China

Maldives

Macau

Malaysia

Many companies in
sub-Saharan Africa lack
the capacity to develop
employee skills, according
to a survey by EY. Employers
were criticised for their
weaknesses in developing
technical and vocational
skills, workforce planning
and career management and
development. ‘The existing
pool of skills in sub-Saharan
Africa isn’t large enough
to meet demand,’ warned
David Storey, EY’s EMEIA
people and change leader.
‘Companies will have to
invest in developing the
skills that are needed to fuel
their growth expectations.’

Australia

SKILLS LACKING

New Zealand

Credit Suisse has agreed
to pay US$200m to settle
charges from the US
Securities and Exchange
Commission that it breached
cross-border securities
regulations. ‘Credit Suisse
relationship managers
travelled to the US to solicit
clients, provide investment
advice and induce securities
transactions,’ said the SEC.
‘These relationship managers
were not registered to
provide brokerage or
advisory services, nor
were they affiliated with a
registered entity.’ Meanwhile,
a Senate committee accused
Credit Suisse of assisting
some US clients to evade
tax liabilities. Credit Suisse
apologised for the behaviour
of a small number of private
client managers, of which,

TRENDS

Singapore

CREDIT SUISSE PENALTY

PwC has acquired Mokum,
an IT consultancy that
specialises in implementing
Oracle applications,
managed services and
related software. The
acquisition is a continuation
of the firm’s strategy to
strengthen its technology
expertise and embed it in
its broader consultancy
provision. About 160 Mokum
employees in the UK will
join PwC, including two as
partners. Ashley Unwin, head
of consulting for PwC UK,
said: ‘The deal complements
our current Oracle capability
which, combined, will
comprise one of the largest
Oracle technology practices
in Europe.’

Hong Kong

FEE, the European
Federation of Accountants,
has told the European
Commission that it ‘does not
seem to be entirely logical
and cost-efficient’ to develop
European Public Sector
Accounting Standards
(EPSAS) when international
standards (IPSAS) already
exist. It said that while
IPSAS are not yet complete
they have gained widespread
acceptance. FEE doubts that
the European Commission
can develop EPSAS and
build consensus for them in
a timely manner.

PwC BUYS MOKUM

Brunei

SCEPTICAL ON EPSAS

it said, senior managers
were unaware.

Taiwan

her real name of Robyn
Fenty, claimed US$35m
for bad advice, but a
lower figure was agreed
out of court. The court
papers alleged that her
accountant had advised
her to buy a US$9m house,
which required more than
US$1m of improvements,
at a time when her financial
circumstances were weak.
She had to sell the house at
a US$2m loss.

IN WHICH COUNTRIES ARE SOCIAL MEDIA
NETWORKS THRIVING?

The degree to which social media is consumed – be
it on computers or mobile devices – across the Asia
Pacific region varies considerably from country to
country, according to a recent report by We Are Social.
The 2014 Asia-Pacific Digital Overview reveals that
Taiwan leads the region with 64% penetration of
social media among its entire population, followed by
Brunei (63%) and Hong Kong (61%). While the world
average figure for social media penetration is 26%, the
lowest levels of consumption of social media across
the Asia Pacific region are in North Korea at 0%,
Myanmar at 2% and Bangladesh at 4%. According to
the report, the longest average time spent on social
media per day in the region (on all social channels)
was four hours a day by users in the Philippines –
despite only 32% of the country’s population engaging
with social media – while China’s social media users
were found to spend a more modest 1.5 hours logged
into networks, and Japan’s just 48 minutes.

ACCOUNTING AND BUSINESS
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such as the UK, Germany and
France. The move is expected
to generate hundreds of
millions of euros in tax
revenues a year.

EY has denied acting
improperly after conducting
a supply chain compliance
review of Dubai-based
commodity dealer Kaloti
last year. The review
found some instances of
non-compliance with the
local and international
regulatory rules, which are
designed to give assurance
to buyers that gold was
not sourced from conflict
zones. A spokesman for
the firm said: ‘It was the
work of EY Dubai that first
brought to light that there
was non-compliance with
the applicable regulations.’
Amjad Rihan, who led
EY’s team that audited
Kaloti, told the BBC that
he had urged EY to notify
the international regulator,
the London Bullion Market
Association, of its findings,
but it had not done so.

PROTECTION EXTENDED
Whistleblower protection
afforded by the SarbanesOxley Act covers employees
of contractors and subcontractors, not only listed

ACCOUNTING AND BUSINESS

14%

Rising costs

18%

Economic uncertainty
Difficulties accessing
finance

15%
8%

TRENDS

EY DENIES FAILURE

Pressure to lower prices of
products and services

15%

HARMONISATION AGREED
France and Germany have
established a working
group to assist with tax
cooperation, which could
lead to tax harmonisation.
The initial focus will be
on harmonisation of
regulations on cross-border
investments, but will move
on to the harmonisation of
the corporate tax bases of
the two countries. This is
intended to pave the way
for an EU-wide Common
Consolidated Corporate
Tax Base and may help to
progress an EU financial
transactions tax.

Lack of demand for
products and services

13%

Competition
Attracting and retaining
staff

5%
9%

Compliance with regulation

3%

Other

COSTS AND CLIENTS KEEPING SMPs AWAKE

A poll of small and medium-sized practices in Europe by the International Federation
of Accountants found that the chief concerns in 2013 were no longer the regulatory
burden and economic uncertainty but fee pressure and winning and keeping clients.

AUDIT PROPOSALS

51%
22%
27%

54%
30%
16%

Left: will companies
welcome communication
of significant risks? Right:
should every audit report
contain a statement on
going concern?
Agree
Disagree
Uncertain

companies’ own employees,
the US Supreme Court has
ruled in Lawson v FMR LLC.
The case related to claims
by staff of a contractor
to mutual fund Fidelity
Management and Research
that they suffered retaliation
after alleging a fraud at
Fidelity. Mutual funds have
few, or no, employees of their
own and rely on investment

advisers. Whistleblowing
therefore rests on the
actions of employees of
their investment advisers,
concluded the majority
opinion of the court. After
the decision, a spokesman
for Fidelity told Bloomberg
that the claims by the
whistleblowers had not
been adjudicated upon and
were refuted.

US FIRMS ‘THRIVING’

Three-quarters of US
accountancy firms are
expanding, according to a
survey by L Harris Partners.
Firms were positive about
their consulting practices,
technology advisory divisions
and international operations. ■
Compiled by Paul Gosling,
journalist
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BEST IN CLASS

How CFO Kamal Rajani FCCA helped turn the Nature Conservancy of Canada into one
of the best-run not-for-profit organisations in the country

W

Making the grade
NCC is one of the largest landowners in Canada with over one
million hectares of land with a book value of over C$550m
and other assets of over C$100m. It aims to protect areas
of natural diversity by securing important land through its
purchase, donation or other mechanisms, and then managing
it for the long term. In 2013, it was one of only four notfor-profits to receive an overall rating of A+ in MoneySense
magazine’s ranking of the top 100 charities in Canada –
an endorsement of its programme efficiency, fundraising
efficiency, governance effectiveness and reserves grade.
However, when Rajani joined the NCC finance team as a
project accountant in July 2003, the picture wasn’t so rosy.
As he explains, the organisation was going through some
very difficult times, with the loss of financial leadership,
cashflow stresses, confusing financials, a high-risk profile,
and a lack of proper financial reporting.
He explains: ‘When I arrived at NCC, we had several big
challenges. First, the CFO and the FD both decided to move
on within my first five months there. We were also going
through a much needed systems conversion, and were in the
middle of a fundraising campaign. We also suffered from a
lack of hedging strategy, resulting in a hit to the operating
position. Since a significant portion of funding at the time
came in fixed US dollar grants, the appreciating Canadian
dollar made conservation delivery very challenging.
‘Accounting standards were not known or understood
by many in the organisation and management, and the
board spent an inordinate amount of time deciphering and
analysing financial results. Also, the numbers were changing
at the year end as accounting standards had not been
applied consistently, putting NCC’s flow of grants at risk.’
Having access to financial management information
would ultimately make or break the organisation. ‘For NCC
ever to be a significant player in its sector, it is vital to have

2003

Joined Nature Conservancy of
Canada as project accountant,
becoming FD in 2005 and then CFO
in 2008.

CV

hen Kenyan native Kamal Rajani FCCA came to
Canada 11 years ago, he had no idea he would
be devoting the next 10 years of his accounting
career to conserving Canada’s wildlife
and natural ecosystems. Today, as CFO of the Nature
Conservancy of Canada (NCC), he has spearheaded many
of the operational and strategic improvements that have
won the organisation the tag of one of the best-run not-forprofits in the country for four years running.

1989

Gained ACCA Qualification.

1987

Became business manager/director of
finance at International School of Kenya.

1985

Appointed external auditor at BDO Binder
Hamlyn.

stability in fiscal management,’ Rajani says. ‘The board
needed to concentrate on strategic decisions and not on
accounting errors, interpretation of accounting standards or
uncertainty of financial performance.’
NCC desperately needed a financial information system
to meet differing reporting needs as well as to facilitate
growth. Improving the financial and management reporting
became Rajani’s top priority. It was at this point that he
brought his international experience as an ACCA member to
bear. His previous job, he says, was a great training ground
for the challenges he would face at NCC.
Initially his NCC role involved fiscal management of
a US-based funding programme, something Rajani was
used to managing at his previous job in Kenya at the
International School. The protocols were familiar, for a start.
He continues: ‘There were also quite a few problems at the
International School such as non-existent financial policies,
financial planning or cashflow management, and it was five
years behind in audits, so I was used to managing multiple
financial challenges at once. My exposure to different types
of accounting software and databases was also important in
the systems conversion and implementation at NCC, as was
my exposure to foreign exchange management.’
Once the financial and management reporting systems
were in place at NCC, managers could make informed
financial decisions that allowed them to focus on

»
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‘In addition to understanding
financial reporting and accounting
concepts, understand the
management and the board’s needs
in respect of financial reporting.’

1m hectares
2011

Announced the largest forest carbon project
to date in North America.

C$100m

Value of land secured by NCC in fiscal
year 2011/12, consisting of 430,000 acres
(174,000 hectares) across 124 properties,
C$60m of which was donated.

1997

John Lounds joins NCC as CEO following
stints as executive director of the
Federation of Ontario Naturalists and
management board analyst for the
ministries of environment and northern
development mines.

conservation and fundraising, says Rajani. ‘The processes
were streamlined and controls established. Financial
statements were provided in a consistent format, and were
timely and accurate. This gave confidence to management,
the audit committee, the board and ultimately donors.’
He highlights several key issues in a successful financial
management transformation: ‘First, along with establishing
critical success factors, it’s important to identify potential
failure points. Second, because systems can be developed
and implemented in many ways, there has to be user
consideration. No project is simple and one must be
prepared to look for temporary and permanent solutions.’

Keeping up the grades
As NCC builds its portfolio of conservation land across
Canada, the finance function continues to evolve.
With growth, says Rajani, come new challenges. The
organisation has spread across Canada and what used to
be easily communicated in a small office now has to be
documented and communicated to a wide variety of users.
Also, now NCC is best in class for conservation delivery, it
is often looked to for best practices in management and
governance. ‘There is therefore an even greater need to
ensure transparency in all respects,’ explains Rajani.
‘Finally, we’re reporting to a wider group of constituents
as the donor base grows. Several years ago financial
institutions did not lend to charities, mainly due to risk
management. Today they do and one of the things they look

ACCOUNTING AND BUSINESS
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BASICS

Area of ecologically significant land that
NCC has helped to conserve across Canada
since 1962.

*
*
*
*
*

‘Learn the regulatory environment,
applicable accounting and other
relevant standards applicable to your
business sector.’
‘Never stop being a mentor and a
trainer.’
‘Keep vigilant watch on the business
environment and business risks.’
‘Try to keep things simple.’
‘Personal development – to better
understand the frequent changes in
technology, standards and business
environment.’

at closely is fiscal management more than secured assets. It
is increasingly important to provide outcome measures and
we’re attempting to report environmental impacts versus
fiscal management measures, which are short-term checks.’
At the end of the day, what inspires Rajani in his role? It’s
really the same today as it was 10 years ago, he explains.
‘Having seen the depletion of habitat and mismanagement
of wildlife in eastern Africa, it’s the protection of the
environment I find the most gratifying. We are conserving
natural habitat for both the present and the future.’
The diversity of the job and the challenges that come
with it are a secondary reward. Each and every property or
programme that is undertaken by NCC is different, he says.
‘Properties are actual acquisitions of interests of land;
programmes vary from supporting another organisation
or studies related to management of habitat conserved.
Each has its own accounting challenge – the use of fund
restrictions, requirements matching, cashflow management
and reporting.
‘The fun part of being CFO at NCC is that it’s not
simple straightforward accounting. In order to understand
the numbers you have to get involved in how things are
financed to make sure that planned conservation is done
and the organisation’s reputation is upheld, particularly
when it comes to contractual obligations. If you look at
different funding sources and projects, there are so many
combinations and permutations.
‘So these are many little pieces of the puzzle that you
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▌▌▌‘THERE ARE MANY LITTLE PIECES OF THE
PUZZLE TO PUT TOGETHER. AND AT THE END, IT
ISN’T THE SAME SHAPE AS IN THE BEGINNING’
have to put together on a regular basis to achieve the whole
picture. And at the end, the puzzle isn’t the same shape as
it was in the beginning.’
Another area becoming increasingly important with
growth is the treasury function, he says. Donors provide
funds in advance for conservation work and NCC endows
funds when it acquires properties. The income from
invested funds supports the future management of
properties. With the recent recession and slow return to
recovery, management and monitoring get intense, along
with reporting. The endowed funds are for the long term,
yet alarm bells ring when there are negative swings in
investment values, he says.
The CFO role has evolved a fair bit as NCC has grown,
Rajani explains. ‘As well as ensuring that the financial
reporting is timely and accurate, I’m quite involved with
the business side, dealing with funding programmes,
particularly those that involve extensive reporting, and
strategic management for the use of funds and risk
management/cashflow around that.’
Meanwhile, the scope of financial reporting has expanded

as a result of the changing nature of
the projects that NCC is undertaking.
About six years ago, it acquired a
significant property in the western
Canadian province of British Columbia.
One of the plans for ensuring
continued stewardship funding for the
Darkwoods property was the sale of carbon credits, which
for NCC was new ground.
‘After going through all the challenges relating to
validation, NCC was able to sell the carbon but the
accounting issues were unknown to management as the area
is an emerging one,’ explains Rajani. ‘Once I had determined
a solution in consultation with the external auditors and
standard-setting accounting bodies, it was my job to explain
the accounting treatment in a way that management and
the board could understand and accept. The revenue
will be recognised over 100 years but we had the cash!
Helping management through accounting standards and
implementing secondary systems will always be an ongoing
and important part of my job as CFO so that conservation
accomplishments can be achieved efficiently.’ ■
Ramona Dzinkowski, economist and business journalist
FOR MORE INFORMATION:

www.natureconservancy.ca
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BRIGHT
FUTURE

Women working in finance in the Middle East and
South Asia are starting to move into senior roles thanks
to a growing respect for equality and a more flexible work ethic

T

hroughout the Middle East and South Asia, more
and more women are occupying mid- to high-level
positions in the finance sector. In these relatively
traditional societies, women face challenges such as
family pressure and long working hours, but many of them
– and the companies they work for – are beginning to find
ways to make women working in finance a norm.
In most countries in the region, the primary challenge
that women working in finance face is balancing long
working hours with family life. For women working in finance,

Ginnie Carlier, EY Dubai

a work day can mean more than 18 hours in the office,
especially in accountancy and auditing firms. This results in
very little time spent at home. ‘This is one of the challenges
that women face in Pakistan and Bangladesh: the long
working hours. There’s no flexibility such as working from
home,’ explains Dr Afra Sajjad, ACCA’s head of education –
emerging markets.
Even if they have full-time jobs, many women are still
expected to care for children and, at times, elderly parents.
For some, this may be a burden, while for others, stepping
back from work in favour of motherhood is a choice. Ginnie
Carlier, a partner with EY in Dubai, says: ‘When I talk to
women there is a level of pride and a level of responsibility
that they believe they owe to their families. They themselves
don’t want to appear to be letting their families down. They
believe these are their responsibilities and they want to do
them well.’
Yet as economies develop and become more competitive,
and costs of living rise, many women will need to continue
working, and companies will want to keep them. To help
women maintain a work-life balance, there is a lot that
companies can do. The key is offering flexibility when it
comes to working hours, allowing women to work from
home, providing on-site childcare facilities, and increasing
maternity leave, which ranges from a low of 45 days in
the UAE to 16 weeks in Bangladesh. By providing such
arrangements, companies can retain women, who in turn
will have more opportunities to grow in their careers and be
more committed to their employers.
‘This is about balancing life in a much more demanding
world, so the more you can make accommodations for your
talented employees, the more loyal, dedicated and productive
they’re going to be,’ Carlier says.
By overlooking the adaptations that
working mothers need, companies
may lose very skilled, bright women
who would otherwise be a big asset for
them. More companies in the region
are realising this and, indeed, making

▌▌▌‘THERE IS A LEVEL OF RESPONSIBILITY
AND PRIDE. WOMEN DON’T WANT TO APPEAR
TO BE LETTING THEIR FAMILIES DOWN’
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RANJANI JOSEPH FCCA,
AUDIT PARTNER, KPMG, SRI LANKA
When I look back at my professional
life, I am reminded of Steve Jobs’
famous quote: ‘You can’t connect the
dots looking forward; you can only
connect them looking backwards.’
When I stepped out of university
as a chemistry graduate, did I ever
imagine that I would be working as
an audit partner in KPMG Sri Lanka?
Working as a female partner in
a business environment dominated
by males poses challenges. The
expectations of the family, high
benchmarks set by the firm on
quality of work and portfolio growth,
demands made by the clients
regarding value addition and meeting
deadlines, a stringent regulatory
framework and so on make the worklife balance a big challenge.
Although the challenges for
women may remain similar in
Western countries, there are added
pressures due to the socioeconomic

factors in our region. The
presumption that women need to
be passive and may not be suitable
for leadership roles is changing,
but slowly. Women are still seen
predominantly as home-makers;
however, with increasing literacy
levels among women in the region,
businesses are learning to embrace
their entry into leadership roles.
KPMG recognises that inclusion
helps to sustain a high-performance
culture, which in turn promotes
business growth and profitability.
Accordingly, flexi-working, global
mobility programmes and availability
of support services roles – for
women who prefer to avoid roles with
client commitments – are some of
the initiatives undertaken by KPMG
to retain women employees.
My career at KPMG was saved
through a global mindset and a
forward-thinking partnership which

changes. Uresha Walpitagama FCCA, finance manager at the
Sri Lankan Ministry of Finance and Planning, says: ‘Since
the culture is changing, I think more companies are looking
into the benefits needed to be given to women. Women are
working in most companies, so they need to make sure they
are retained.’

Oman’s example
In Oman, for example, companies including Petroleum
Development Oman (PDO), Omantel, EY and HSBC are
offering mothers flexible hours, nurseries and other
arrangements to make it easier for them to balance work
with family responsibilities. In fact, women working in
finance in Oman are proving highly sought after and, in
firms like EY and KPMG, the struggle to retain women has
less to do with losing them to family responsibilities and
more to do with bigger industrial companies offering them
more lucrative jobs. Mili Ramaiya FCCA, assistant manager,
advisory, at EY Oman, says: ‘You see a lot of women who
reach a senior manager position and then we lose them to
industry, where they take top positions.’
As women make strides in their careers in Oman, more
of them are also finding positions on boards. There are
no quotas for the numbers of women on boards but it’s

found solutions to accommodate my
personal commitments in Australia
(my daughter is a medical student in
Melbourne), by enabling me to work
from the KPMG Melbourne office for
a few months a year.
Over the years KPMG, both
globally and locally, has seen a
steady growth in the number of
female members, and we also see a
trend for women to join the boards of
many leading companies.
As Jobs said: ‘We’re here to put
a dent in the universe. Otherwise why
else even be here?’

understood that the female perspective is an asset. Ramaiya
says: ‘I’ve seen so many companies that are literally fighting
to get qualified women as their board members. They’re
desperate to have women on their boards. They want to hear
the women’s side of things.’
Haifa Al Khaifi, finance director at PDO, is among five
female managing directors in her company. She says women
are definitely respected by their male colleagues and, thanks
to the support of Sultan Qaboos bin Said Al Said, who has
ruled the country since 1970, there are many Omani women
ambassadors, ministers and managers. ‘I believe Oman is
way ahead in terms of women in the workforce, number of
women ministers and number of women in boardrooms in
comparison to our neighbours. I think Oman is becoming
more and more progressive,’ she says.
Sri Lankan Nisreen Rehmanjee FCCA, vice president at
John Keells BPO Solutions India, says she has never felt held
back by her gender and had many female role models while
beginning her career. She says women are well represented
in finance in Sri Lanka and India, and as more women
graduate from business and financial studies, the number
will rise. ‘In my whole career, even in school, I have never for
a day felt that I was disadvantaged because I was female,’
explains Rehmanjee.

»
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Resistance from society
While in parts of the Middle East and South Asia it is
becoming the norm for women to occupy prominent roles
in finance or on boards, in Pakistan changes are slower.
Ayla Majid ACCA, who heads a corporate brokerage
house and serves on the board of the Islamabad Stock
Exchange, says women not only have family responsibilities
to bear, they also face resistance from society. Majid was
the very first woman elected to a stock exchange board
in Pakistan, and some men were reluctant to support her.
She says: ‘It was a challenging role, I must say. To begin
with, it was taking space in a domain which was primarily
dominated by men. It was kind of a cultural shock for
a lot of people here.’
Majid says that although Pakistan lags behind
international standards, in the past 10 years more and more
women have overcome social pressures. The environment is
slowly changing for the better and there is more acceptance
for women to work in the formal sector. ‘Pakistan is a little
behind compared to the rest of the world, but that does not
mean that the opportunities are not there or women can’t
pursue a career in finance,’ she says.
Other countries in which there are very few women
working in finance are Iran, Iraq and Saudi Arabia. According
to the United Nations, only 17% of Iraqi women even
have jobs, a figure that is similar in Saudi Arabia. Very few
women in Saudi Arabia are employed in finance because,
according to local laws, they can work only in jobs in which
they interact solely with other females. In Iran, meanwhile,
the number of women working in professional and technical
fields has risen noticeably since about 1990, especially in
urban areas, but at about 15% it is still relatively low.
For many women who struggle to maintain a work-life
balance, owning their own businesses often provides the
flexibility they want, so throughout the region there is a
rise in the number of female entrepreneurs. Whether it’s a
catering business from home, a beauty salon or a shipping
company, many women find that by having their own
businesses they can still support their families financially,
while spending time caring for their children and homes.
Al Khaifi says: ‘Women entrepreneurs like the flexibility it
provides, giving the balance they require to look after their
families, as well as their business, and still managing to fit
in some “me time”.’
As more young women in the Middle East and South
Asia fill the universities and colleges, more of them show an
interest in developing their careers before they marry and
keeping their jobs after they have children, too. The general
opinion from women currently working in finance in this
part of the world is that the future is bright.
Walpitagama says: ‘Generally more women are entering
into the finance field and the retention of women is higher
compared to previous years. We know that women are
equally capable.’ ■
Sarah MacDonald, journalist based in Oman
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Springboard
for success
Senior female finance professionals
gathered in Dubai to discuss what is
needed to redress the gender imbalance
in senior business roles
Female finance professionals are leading the charge
in the Gulf region for women to gain senior roles in
countries where men have traditionally dominated.
In January, 23 senior female business leaders
including FDs and auditors gathered in Dubai for
an ACCA roundtable event entitled ‘Finance as a
springboard’. They discussed how a finance career can be
a catalyst for women to progress to management roles,
as well as the challenges facing them in developing their
careers and when they get to a senior position.
Cynthia Corby FCCA, an audit partner at Deloitte &
Touche Middle East and the event’s moderator, said:
‘In general, women make 80% of consumer decisions.
There are strong links between having women on boards
and management success. What is often seen as a key
soft skill women have is to influence people’s decisions
without directing them.’
Mariam Al Rasasi, FD for maritime terminal operator
DP World, added: ‘You need to build credibility with your
male colleagues around the table. Rather than enforcing
my ideas, I tend to engage my colleagues with more of a
focus towards what everyone needs to do as a team. That
means understanding the organisation’s culture and how
it works. You yourself need to have a clear direction and
to think strategically, not just operationally.’

▼ AROUND THE TABLE

From left: Jyothi Kasi, Sheena Ganesh, Claire Duce
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▲ AROUND THE TABLE

From left: Susie Isaacson, head of ACCA UAE, Cynthia
Corby FCCA, Nusrate Ibrahim FCCA, Racha Alkhawaja,
Mariam Al Rasasi, Imelda Dunlop
Irrespective of gender, career success means taking
personal risk, said Shrimati Damal, VP funding and deputy
treasurer for shopping and leisure group Majid Al Futtaim.
‘If you want to achieve something you feel strongly about,
you have to go at it a bit fearlessly,’ she said.
Hilda Mulock Houwer, partner and global head – advisory,
energy and natural resources at KPMG, said: ‘I see myself
as no different from my male colleagues. As soon as you
view yourself as a female and to be treated differently,
people will see it. Being a female has helped me at times.
But what you achieve is based on your qualification and
competence – nothing else.’
Work-life issues, however, can be challenging. In the
UAE, maternity leave is 45 days and flexible work policies,
such as part-time arrangements or the option to work from
home, are unusual. Deloitte has been proactive in this
area, explained Corby, and has seen tangible performance
benefits as a result.
Jyothi Kasi, UAE-based international tax partner with
KPMG, said: ‘I wouldn’t consider working anywhere else
because of the flexibility my employer showed me. But you
need to set clear expectations for yourself and your team on
how you’re going to manage your flexible hours.’
Sheena Ganesh, finance controller at Shell Iraq
Petroleum Development, said: ‘Often, female executives
hesitate discussing flexible working, long maternity leave
and sabbatical options for fear of losing position, being
sidetracked for promotions, etc. It takes tremendous
confidence in one’s own worth and the courage to speak up.’
Nusrate Ibrahim FCCA, managing director of consultancy
NTI, also stressed the need for self-promotion: ‘We cannot
be perfect in everything we do, but do we have to be perfect?
We might be good at what we do but how good are we at
marketing ourselves?’
Yet businesses often get fuller value from their female
employees, said EY partner Ginnie Carlier. For example,
women tend to dedicate more
rather than fewer hours to the
company when on flexible work
arrangements. A bigger issue,
she suggested, was getting
women more networked.
PwC partner Claire Duce
agreed that it was important
to find a way to keep women
who needed a career break
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networked. ‘Women also don’t always put themselves
forward and communicate what they would like to do to
the same degree as their male counterparts,’ she said.
Such issues have led to initiatives such as Reach. A
not-for-profit based at Dubai International Financial Centre,
Reach offers a structured mentoring programme for female
professionals. Mentors are successful businesswomen from
international companies. The programme’s founder, Racha
Alkhawaja, director at Abu Dhabi-based investment bank
Menacorp, explained: ‘Reach has uncovered a range of
issues in the workplace that often stem from a breakdown
in communication. Mentees often come in eager to improve
their career and sometimes have very false expectations of
their work-life balance. They feel they can be perfect at work,
at home and as a mother, which nobody can be.
‘I ask them whether they set weekly targets. It doesn’t
have to be anything big; it could be reaching a client you’ve
been unable to speak to or improving communication with a
particular colleague. This simple task often helps you identify
your shortfalls and strengths, which is key to any fruitful
conversation with managers about promotion or flexible
working or even simply gaining credibility in the workplace.’

Widen the pool
Imelda Dunlop, executive director at the Gulf business
transparency advocate the Pearl Initiative, added: ‘There’s
such a small pool of women at board level in the region.
Because of this they’re asked to sit on so many boards.
We need to widen that pool by helping women through the
pipeline when, for example, they have young children.’
It is increasingly argued that having women executives
on boards brings greater business success, with an often
more measured approach towards decision-making and risk.
There are suggestions that women place a greater emphasis
on building relationships and teams, rather than the more
masculine style of directing and organising.
Yet, said Brenda Rademeyer, head of outstation
finance for UAE carrier Etihad Airlines, gaining maximum
performance from female executives also means building
the right support structure. ‘It’s important for female CFOs
to feel supported,’ she explained. ‘If your team succeeds,
then you succeed, and women can really instill that. In my
own team I put a strong KPI emphasis on soft as well as
technical skills, something I think that women do more than
their male counterparts.’
With a view to unleashing future talent, Dubai has
proposed quotas for the number of women on boards.
Initiatives to address gender imbalance may be in their early
stages, but momentum seems to be growing. ■
Mark Atkinson, journalist based in Dubai
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A prudent suggestion
IFRS may not be perfect but they are a great deal better than an EU GAAP with investors’
needs playing second fiddle to politicians reacting to events, says Jane Fuller
For months it seems that the only
news that has emerged about the
International Accounting Standards
Board (IASB) has been bad news.
Its review of the Conceptual
Framework, which guides the setting
of International Financial Reporting
Standards, has stirred up a host
of calls for change motivated by
criticism of IFRS.
The critics say ‘prudence’ should be
reinstated as a fundamental accounting
concept. They sometimes support this
view with two other charges: that fair
value, or mark-to-market, accounting
is imprudent; and that a ‘true and fair’
override, or a provision for ‘substance
over form’, is missing.
To make things worse, these
challenges have coincided with the
IFRS Foundation, the governing body,
being found wanting because of some
sloppy filing to the UK’s Companies
House. Meanwhile, EU MEPs’ hostility
to IFRS has been exacerbated by
allegations that Mazars and the
Institute of Chartered Accountants
in England and Wales, which were
appointed to review the cost-benefits
of IFRS, had conflicts of interest. Their
contract has been terminated. Both
ICAEW and Mazars have rejected the
suggestion that their independence
would be compromised.
But according to Sharon Bowles,
chair of the European Parliament’s
Econ Committee, and her deputy,
you cannot be independent on these
matters if you think IFRS are a good
thing. This is a bad thing for those of
us who believe in global standards set
by an independent body that puts the
needs of investors first.
So how can the IASB turn it round?
First, through a compromise over
‘prudence’ that a) captures the need to
exercise caution in making judgments
in conditions of uncertainty; and b)
accepts that ‘faithful representation’
means depicting the substance of
the economic phenomena being
reported. Neither of these points has
been dropped by the IASB in practice,
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so why not spell them out in the
Conceptual Framework?
The word ‘prudence’, which some
take to mean a conservative bias,
should not be reinstated. That was the
message of a survey by CFA Society
of the UK, with respondents voting
2:1 in favour of faithful representation

rather than prudence. I chair CFA
UK’s financial reporting and analysis
committee, and it has consistently
advocated neutrality in accounting.
Second, by reminding people that
the standards are designed to tackle
abuse. For example, the revenue
recognition standard will help prevent
sales being recognised too early;
putting leases on the balance sheet will
make serious liabilities transparent;
and switching to an expected
loss model for loans will counter
overstatement of initial profits.
Third, by getting some facts into the
fair value debate. The IASB has restated
its support for a hybrid approach – cost
and fair value – to measurement in the
framework discussion paper. Outside
investment banking, the greatest cause
of crisis-related losses has been costaccounted loans, especially property
loans. Inside investment banking,
derivatives, which cost nothing, have to
be valued – how else would you do that
other than by fair value?
IFRSs are not perfect, but those
who have seized on the confluence of
bad news to knock the global project
should be careful what they wish for.
Would they really prefer EU generally
accepted accounting principles (GAAP),
set by a body that would subordinate
the needs of investors to political
pressure? Do they really believe that
a return to national GAAP, even if set
by technocrats, would be preferable to
global standards?
And have users of accounts looked
in the mirror on these issues? They
should be aware of the limitations
of apparently precise numbers that
are actually estimates, and of the
ephemeral nature of many valuations.
Prudence is a human characteristic,
and accounting numbers – and other
information used in allocating capital –
are the raw material for our decisions. ■
Jane Fuller is former financial
editor of the Financial Times and
co-director of the Centre for the Study
of Financial Innovation think-tank
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Can Africa be gay?
History teaches us that diversity benefits everyone, so the likes of Uganda and Nigeria
are only hurting themselves with their anti-gay legislation, warns Alnoor Amlani
Uganda has just passed a modified
version of its Anti-Homosexuality Bill
making it illegal to conduct marriage
ceremonies between members of the
same sex and imposing life sentences
on gay couples, as well as seven-year
sentences on those who promote
homosexuality, amongst other laws.
This growing hostility towards gay
people continues, despite vehement
opposition from the US and European
and other nations, flying in the face
of President Barack Obama’s public
statement that Uganda would damage
its relationship with its largest donor if
it went ahead. The US contributes over
US$400m in aid to Uganda annually.
But it isn’t the only country in Africa
that has taken this course. Only a
few weeks earlier Nigeria passed the
Same Sex Marriage Prohibition Bill,
introducing a 14-year sentence for
anyone entering a same-sex union.
It is illegal in most African
countries to be openly gay. South
Africa is a notable exception; it
is the only country which openly
recognises same-sex marriages.
It is ironic that Ugandans
and Nigerians, both former
British colonies, point to
laws introduced
by their former
colonisers as the
historical source
of their laws and
hold up the Bible
introduced by
the colonisers to
their defence. The
Nigerian anti-gay
movement is vocally led by Peter
Akinola, a former head of the
Anglican Church.
But the leaders in most
African countries also insist that
they have the support of their
people in making these laws and
independent research seems to
support this. Washington-based
Pew Research conducted a
survey of over 37,000 people
in 39 countries in March 2013

and found the most opposition to
homosexuality was in Africa and the
Middle East, with the greatest rejection
(98%) in Nigeria followed by 97% in
Jordan, 96% in Senegal, Ghana and
Uganda and 95% in Egypt. Even in
liberal South Africa the rejection rate
is 61%.
There are many arguments for and
against homosexuality and, personal
views aside, ultimately laws stand or
fall based on what the people want in
any country.

However, as African countries seek
their place on the global stage they
must also respect the global trend.
Therefore, Uganda had to bow to
international pressure and remove the
more draconian elements in the Bill,
such as making it illegal not to report
gay couples and imposing 14-year
sentences for first-time offenders.
In Western nations that today
recognise gay unions, we observe
that many, including Britain and the
US, went through a public and often
tortuous process before reaching their
current position of acceptance. Indeed,
in some US states there are still laws
discriminating against gay people
today. Societies are, after all, dynamic,
evolving entities and African societies
are no exception.
History and empirical evidence
teach us that diversity offers
unprecedented opportunities for
people. In this context lawmakers
should recognise that by accepting
all people, they will open up huge
opportunities for cooperation
and growth, and recognise the
same primal forces that moved
their former colonisers on to
changing their laws to what
they are today.
Finally, this
is simply bad
for business.
Countries like
Uganda and
Nigeria are likely
to pay a price for
their strong antigay laws and the more
‘progressive’ countries that reform
their laws to suit international
trends will instead reap what
these countries lose in terms
of better inward investment,
employment opportunities and aid
for development.

■

Alnoor Amlani FCCA is an independent
financial management consultant in
East Africa who writes regularly on
social and business issues
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Seize the day
Integrated reporting could be as big for the profession as IFRS, and that means CFOs
must show leadership and take the initiative, says ACCA president Martin Turner
ACCA recently released the findings of a new research report
Understanding investors: the changing corporate perspective,
which looked at the future of financial reporting.
The study showed that CFOs and business leaders saw
the benefits of integrated reporting but were hesitant
about adopting it, with the majority taking a waitand-see approach. It looks like they want to see
who makes the first move – despite the fact that
earlier research by ACCA showed that 93% of the
investor community supported the concept.
Given this overwhelming support from
the investor community it is critical that
the integrated reporting emphasis changes.
Integrated reporting is here to stay. There isn’t
an option for businesses to decide not to do it
because it might go away.
And, given that it is the future, if the CFO or
FD does not take the lead then someone else in
the organisation will. Many more CFOs and FDs
must demonstrate leadership here. While 40% are
taking steps to introduce integrated reporting in
the next few years, most show no firm intention or
clarity about the approach they will take.
Integrated reporting may be in its infancy but
it could be the most significant issue to hit our
profession since International Financial Reporting
Standards. As with IFRS, the bottom line is about making
it easier for investors and stakeholders to access the
information they need about organisations they have an
interest in and so make informed decisions more readily.
ACCA has already recognised the significance of integrated
reporting. Our students will be the first in the accountancy
profession to be examined on the subject when it is introduced
into the ACCA Qualification from December 2014.
When we launched this initiative, we said: ‘This is an area
where ACCA members can show their leadership for the
future, at the heart of long-term value creation for
their organisations.’
So that is the challenge and the
obligation. We need to demonstrate
leadership in this area, create longterm value and ditch the waitand-see attitude which may cost
organisations financially and
reputationally in the future. ■
Martin Turner FCCA is a
management consultant in
the UK health sector
The Understanding
investors report is at
www.accaglobal.com/
reporting
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The view from

‘

THE WORLD IS MORE JOINED UP THAN EVER
AND I WANT TO BE PART OF THIS EVOLUTION’
ESHWAR SUNDERAJ FCCA, UK GLOBAL AUDIT AND
RISK MANAGER, CORPORATE FUNCTIONS, DIAGEO
I started my career as
an audit trainee in India.
I was keen to learn and
understand the different
processes across different
organisations and
industries. I moved from
working in India to working
in Europe seven years ago,
and since then, I have been
fascinated by being able
to travel extensively and
working with different cultures. The
world is a more joined-up place now
than ever before and I want to be part
of this evolution and contribute to the
global workplace.
As part of my role, I lead audits,
review reports, and create and update
audit programmes. I engage senior
stakeholders globally to enhance and
sustain controls and compliance.
I work very closely with the global
functions – legal, compliance and
ethics and the company secretarial
team. Due to the nature of my role
I have to travel extensively,
which I enjoy
thoroughly. I am
away for almost
70% of the time and
recently have been
to Turkey, Denmark,
Russia, Malaysia, the
US and Uganda.
My role plays a key
part in supporting
the business. It
enhances and ensures
good controls and
compliances are in
place. It also provides

► BLACK STUFF
Guinness is part of
Diageo’s portfolio

senior stakeholders
with regional and global
insights and as a result
it contributes to more
effective business
outcomes.
I am very proud to have
contributed to a clear
audit process at Diageo.
This has helped enhance
business partnering
with the global functions team. My
involvement in creating key work
programme areas has provided the
business with more effective audits.
As an accountant, I play a pivotal role
in enabling the business to meet its
goals. I also have great visibility of how
the organisation works across different
functions and at various levels, and
what the key drivers of the business are.
There are three things I can’t live
without, the internet, sports and
Indian food. I enjoy watching Formula
1, cricket, athletics and
tennis. My claim to
fame is sharing a
joke and getting
an autograph from
[German Formula
1 driver] Sebastian
Vettel at a 2011 Red
Bull Racing roadshow,
and meeting [Indian
cricket legend] Sachin
Tendulkar at an airport
after his test-matchwinning century against
the Aussies in 1998. ■
Interested in appearing
on this page? If so, please
contact Lesley Bolton
lesley.bolton@
accaglobal.com

SNAPSHOT:
MINING
The mining industry still
adds significant value to
economies all over the
world. It is a challenging
and exciting sector for
finance professionals to use
their unique technical and
commercial skills.
Hein Boegman, PwC’s
Africa mining leader, says:
‘The recent significant
decrease in industry
profitability led to substantial
contraction in market
capitalisation of South
African mining stocks. This
decrease is in line with global
mining counterparts, which
are struggling with higher
costs and lower prices. It is
imperative that they rethink
risk and the risk landscape
they operate in, as gone are
the days when risks for mining
companies were limited to
health and safety matters.
‘Mining companies now
need to integrate risk and
performance management
and evolve risk management
to be more predictive so they
can anticipate and plan for
potential negative events.’

10%

Mining accounts for nearly
10% of South Africa’s GDP.
The country is the world’s
biggest platinum producer,
with 80% of all known
reserves, as well as 50%
of all known gold reserves,
according to the South African
Chamber of Mines.
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Bumpy road to privatisation
The Nigerian government hopes that its privatisation drive will release funds to invest in
industry and finance health and education, but progress is neither smooth nor uncontested
Over the last decade, many previously
government-owned entities in
Nigeria have been transferred to
the private sector. The key driver
of this privatisation effort is the
Bureau of Public Enterprises (BPE),
a government agency responsible for
privatising and commercialising public
enterprises. Privatisation is such a
big deal to the Nigerian government
that the body that supervises the BPE,
the National Council on Privatisation
(NCP), is chaired by a political
heavyweight – the country’s vice
president, Namadi Sambo.
The liberalisation of many African
economies has made privatisation
a common phenomenon on the
continent. Many state-owned entities
lost their relevance when more efficient,
profit-minded businesses entered the
fray. Massive improvements could
be seen across many facets of the
economy as a result, with particularly
marked improvements in technology
deployment and customer service.
Given the Nigerian government’s
poor track record in managing public
enterprises, many view privatisation as
long overdue. The general perception
of public entities in Nigeria is of
poor management, inefficiency and
misallocation of resources. Funds that
could be better deployed in critical
sectors of the economy are being
frittered away on what are effectively
moribund public entities. Even the
government acknowledges that some
public entities lack the organisation
and transparency needed to succeed in
today’s business world.
Yet the path to privatisation can
be extremely complex. At times,
the government wants to retain
some level of control, so reaching
agreement can be a long drawnout process. This is often the case
because disagreements and breaches
occur. There are instances where the
government has had to cancel the sale
of its assets following the inability of
successful bidders to satisfy their postprivatisation commitments.
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Successes
However, the government has achieved
its objectives in many cases, with
private investors creating sustainable
and profitable businesses. Oando, an
indigenous integrated energy company,
came about as a result of the sale of
the government’s stake in Unipetrol
Nigeria. Oando is now a strong
and reputable business, providing
employment for thousands.
Nigerian entrepreneurs with a track
record of running successful businesses
are involved in the privatisation
process. National Oil and Chemical
Marketing Company (Nolchem), now
Conoil, was acquired by Conpetro, an

Liquidation seems the only viable
solution given that NITEL no longer
favourably competes in the market.
But given NITEL’s relatively weak
competitive position, liquidation
would also have advantages for the
government, including the generation
of much needed cash to fund other
vital projects. This seems a good
proposition given that NITEL’s assets
will be attractive to players seeking to
enter the Nigerian market.
National flag carrier Nigeria Airways
also had to be liquidated after failed
attempts to privatise it. International
Finance Corporation (IFC), a World
Bank body, pulled out of its advisory

▌▌▌FUNDS THAT COULD BE DEPLOYED IN MORE
CRITICAL SECTORS OF THE ECONOMY ARE BEING
FRITTERED AWAY ON MORIBUND PUBLIC ENTITIES
indigenous company owned by Nigerian
entrepreneur Mike Adenuga Jr.
Benue Cement Company (BCC)
was also successfully sold to Dangote
Industries, a conglomerate owned by
Africa’s richest man, Aliko Dangote.
Many of these privatised companies
have changed the business landscape
and revolutionised the way things
are done. They have brought in
organisation, accountability and a
strong profit-making mentality. Their
successes encompass many sectors
including manufacturing, banking and
natural resources.

Failures
The route to privatisation in Nigeria
is often fraught with problems.
For example, after a number of
failed attempts to privatise the
country’s leading telco, Nigerian
Telecommunications (NITEL), dating all
the way back to 2001, the government
eventually opted for liquidation.
However, a recent court injunction
has prevented it from advancing with
the liquidation.

role in the privatisation process, saying
its advice was not being taken by the
Nigerian government.
One of the sectors in the news
of late is power generation, which
is in dire need of investment dollars
and expertise. Nigeria is the largest
country by population in Africa, yet
ranks among the smallest in terms of
electricity generation per capita.
Nigeria relies mainly on hydro and
thermal power plants, generating
about 4,000MW against a requirement
of about 20,000MW. There has been
massive underinvestment over the
years and the government is now
planning to increase generation
capacity as well as transmission and
distribution efficiency. With a roadmap
to reliable power supply in place, the
Power Holding Company of Nigeria
(PHCN) has been unbundled and
successor generation and distribution
companies have been created.
Private companies have now bid for
and won the rights to operate these
successor companies, although the
government is still responsible for
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electricity transmission through the
national grid. Nigerians hope this will
be a new dawn for the power sector in
Nigeria. Time will tell if this policy will
be a success.

Fears and concerns
As the privatisation momentum
continues to build in Nigeria,
concerns have grown. Employees of
public enterprises on the brink of
privatisation fear losing their jobs. And
there is a general view that for-profit
entities are all about making money,
with little interest in the social wellbeing of the populace. Lastly, there is a
fear that if already powerful individuals
are buying public companies, they
could dominate the economy and
dictate policies to government.
Already, one of the biggest
criticisms of Nigeria’s privatisation
programme is that public assets
are being sold off by government
to cronies at below-market value.
However, in many cases these assets
are now being used more efficiently
and adding value to the economy

through employment and taxation.
Even though there is some evidence
that privatisation has strengthened the
economy, allowing the government to
deploy scarce resources to such areas
as health and education, the debate on
the role of privatisation in the Nigerian
economy continues. The opponents of
privatisation have taken their strongly
held opinions into the public space.
For example, the Nigeria Labour
Congress (NLC), the country’s trade
union confederation, opposed the
privatisation of PHCN. The NLC
believes the government should have
explored other options for efficient
power generation. However, the failure
of privatisation usually has more to do
with poor governance and corruption
rather than the policy itself.

▲ MOTOR OF DISSENT

Fundamentals

Kayode Yusuf ACCA, finance
professional and journalist

Many observers ask why African
governments embark so hastily on the
privatisation of state-owned assets
without following due process, which
often leads to disappointing outcomes.
However, with a strong regulatory
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The Nigeria Labour Congress has been
able to rally some very public opposition
to the privatisation programme
framework and reliable implementation,
the advantages of privatisation can still
be harnessed by Nigeria.
Whether or not the Nigerian
people are better off as a result of
privatisation, it is apparent that the
government will continue to pursue it
as a means of injecting capital and
expertise into ageing infrastructure.
The government will be hoping that
privatisation will play a huge role in
meeting the growing demand by the
population for reliable and affordable
services that are more receptive to
their needs. ■

FOR MORE INFORMATION:

Bureau of Public Enterprises:
www.bpeng.org
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China pours in investment
China’s huge investment in Latin America is a great opportunity for the region to
develop infrastructure but what are the risks – and where does this put the US?

There was much fanfare in Managua
in June last year when Nicaraguan
officials granted a concession to
build a US$40bn canal, which would
challenge the great Panama Canal.
The unlikely builder: a Chinese
businessman, Wang Jing, chairman
of China-based Xinwei Telecom
Enterprise Group and president of
the newly established Hong Kong
Nicaragua Canal Development
Investment Company. It would pass
through the south of the country, via
Lake Nicaragua, linking the Atlantic
and Pacific Oceans.
The deal is the latest sign of
growing Chinese interest in Latin
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America, which in fact receives more
investment from Beijing than Africa
gets, explains Dr Kevin Gallagher, a
specialist on Sino-Latin American
relations at Boston University, US –
although the latter partnership receives
far more media attention.
China’s policy banks – chiefly the
China Development Bank (CDB) and
the Export-Import Bank of China –
have poured in Chinese cash, pumping
more than US$86bn in loans to Latin
American countries since 2005, noted
Inter-American Dialogue, a Washingtonbased think tank. Indeed, China’s loan
commitments of US$37bn in 2010 were
more than those of the World Bank,

Inter-American Development Bank and
US Export-Import Bank combined.
China committed US$5.3bn to
the region last year, with US$1.3bn
in loans earmarked for Costa Rica
during the visit of Chinese president Xi
Jinping. Chinese largesse has alarmed
the US, which lacks the same resources
to commit to the region. ‘The US was
focused on the Middle East and then
looked over our shoulder and China
was the number two or three trading
partner of many Latin American
states,’ explains Dr Gallagher.
Indeed, Latin American exports
to China soared from nearly US$4bn
in 2000 to US$71bn in 2012, with
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◄ ALIGNED INTERESTS

China’s president Xi Jinping and Costa
Rica’s president Laura Chinchilla during
Xi’s official visit to Costa Rica last June

85% of exports concentrated in iron
ore, copper, soybeans and petroleum,
according to data from the Global
Development and Environment Institute
at America’s Tufts University. ‘Since
the Munroe doctrine, the US has taken
LA [Latin America] for granted, and
then one day we picked up the trade
data,’ says Gallagher, co-author of The
Dragon in the Room: China and the Future
of Latin American Industrialization.
Washington DC, reacting to the
surge of Chinese interest, invited Shen
Zhiliang, director-general of Latin
American and Caribbean affairs in
China’s ministry of foreign affairs, to
lead a discussion on Latin America

at the annual US-China Strategic and
Economic Dialogue – a formal meeting
of top Chinese and US officials.
Of course, America’s key fear is
whether these investments come with
strings attached. Most of China’s largescale, multibillion-dollar infrastructure
projects in Latin America are completed
with funding from China’s major policy
banks, which generally then partner
with a Chinese construction company.
They have, meanwhile, extended
lines of credit to energy firms and
governments in the region.
Chinese support of the region is
not merely altruistic, however. China
charges market rates for its finance,

‘so it’s not giving loans to friends
or exploiting either’, says Gallagher.
Likewise, China has been careful
to hedge against a Latin American
tendency for currency crises; 50% of
its loans are backed by commodities
– hence a three-year 2009-12
US$3bn loan to Ecuador-based EP
Petroecuador, while a US$10bn line of
credit from the CDB to Brazil-based
Petroleo Brasileiro (Petrobras) was
lent in 2009 – both on the basis of oil
to be sold at market prices. Likewise,
China loaned US$4bn in financing to
Venezuela’s Petróleos de Venezuela,
to be repaid by oil to be sold on the
international market.
‘For too long, the US has relied on a
rather imperial mechanism, just telling
Latin America what it needs,’ explains
Gallagher. ‘Compare that to China’s
approach: it offers Latin America what it
wants. There are no conditionalities.’ He
adds: ‘Chinese credit tends to go to bigticket items such as infrastructure and
averages US$5bn per project, whereas
World Bank loans are micro-sized,
targeting education and health.’
However, this current growth trend
could be unsustainable as China’s deaccelerating economy threatens these
thriving trade ties with Latin America.
The normally upbeat Chile-based
United Nations Economic Commission
for Latin America and the Caribbean
downgraded its growth projections
for Latin America for 2013 from 3.5%
to 3%, citing China’s decreasing
raw materials demand from the
region – ‘the likely end of the boom
in commodity export prices brought
about by China’s growth’, it noted.
In addition, a ballooning trade
deficit has worried Latin America, while
loss of local manufacturing capacity
to cheaper Chinese competition
has stirred resentment. This was
symbolised, according to Gallagher,
by protests in Colombia over imported
US$2 Chinese copies of an ethnic hat
worn by Colombian natives: ‘It’s very
symbolic of the loss of indigenous
manufacturing,’ he says.
Other challenges to upcoming
investment include Latin American
resentment over poor environmental

»
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▲ IN THE SHADE

Cheap Chinese copies of Colombian
ethnic hats have stirred resentment about
reduced local manufacturing capacity

practices and mounting socioeconomic effects of the investments,
adds Gallagher. He believes China
will need to improve its social
responsibility. He added that although
the CDB has integrated corporate
social responsibility guidelines into its
lending policies, these are ‘not very
transparent’ when compared to the
criteria of World Bank loans.
Quality may be another issue;
despite a steady flow of cheap finance
from the CDB, Chinese firms have still
missed opportunities in Latin America,
which has a US$250bn infrastructure
gap. For instance, a Colombian
diplomat in Beijing explained Chinese
firms are not receiving any of the
US$80bn infrastructure contracts
currently under tender in Colombia
‘because they’re not capable of the
quality required’. He said contracts
awarded to Chinese firms in leftistcontrolled Venezuela had not been
awarded on a commercial basis
and to secure Colombian business:
‘They’ll have to learn about project
management and public-private
contracting.’
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More hopefully, in 2008, China
joined the Inter-American Development
Bank as a donor, adding €1.4bn in
funds via the China Export-Import
Bank. In pledging the cash, the
Chinese bank promises to abide by
the World Bank’s high international
environmental rules, noted Gallagher.
China’s private firms may provide
the next phase of investment, which
has so far been largely state-driven.
Latin American countries have had to
deal with the diplomatic consequences
of this government-based trade
and investment, explains Professor
Enrique Dussel Peters, economist
and coordinator of Chinese-Mexican
studies at the National Autonomous
University of Mexico.
‘Over 85% of Chinese investment
in Latin America is from China’s public
sector,’ he says. And as the China
government lays importance on good
diplomatic relations, any spats can be

expensive. ‘The political relationship
between China and Mexico up to 2012
was very tense and China chose to invest
in countries like Panama, which doesn’t
even have diplomatic links with China.’
There is, however, a growing
tendency for Chinese private investment,
according to Professor Jiang Shixue, vice
president of the Chinese Association
of Latin American Studies. According
to Jiang, the major disincentives to
investment in Latin America include ‘red
tape, bureaucracy, militant unions and
rising crime rates’, as well as resource
nationalism. ‘There is a tendency to
raise the control of state over natural
resources, thus it’s not necessarily good
for China to invest,’ he notes.
Meanwhile, despite the increase in
Chinese investment, it is way too early
to write off Uncle Sam in what he used
to regard as a diplomatic backyard.
Rash predictions by some economists
that China would surpass the US as
Latin America’s top trading partner by
2015 now seem unlikely. US exports to
Latin America rose 94% over the past
six years, with imports up 87% in the
same period – while the US, not China,
continues to be the biggest foreign
investor in the area. America, which
has obviously benefited from Latin
America’s Chinese-funded prosperity,
trades more than US$800bn in goods
and services with Latin America –
more than three times the region’s
commerce with China – which
amounted to US$260bn in 2012.
Nonetheless, Latin America appears
keen to further its ties with China, and
Chinese investment in the region looks
set to grow, though at a slower rate.
Gallagher sees China’s Africa model
repeating itself in Latin America, with
governments (some of which, like Costa
Rica, switched diplomatic recognition
from Taiwan to China in return for
Beijing’s largesse) seeking big-ticket
investment projects from China – one
example being a manufacturing park
in Costa Rica set to be built with CDB
funding following a visit by Costa Rican
officials to similar parks in China. ■
Mark Godfrey, journalist based
in Beijing
FOR MORE INFORMATION:

The Dragon in the Room: China and the Future of Latin American Industrialization,
Kevin P Gallagher and Roberto Porzecanski: www.sup.org/book.cgi?id=20122
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The view from

‘

I WOULD ENCOURAGE LOOKING AT HOW TO
ADD A GLOBAL DIMENSION TO THE SKILLSET’
AYESHA BEDWEI FCCA, TAX DIRECTOR, PwC,
ACCRA, GHANA
Finding the right people
with the right skills is
a critical challenge in
professional services but
especially in taxation.
Talent is therefore an
ongoing issue for firms.
In Ghana, the situation
is helped by Ghanaians
returning after gaining
qualifications overseas,
but even so, the supply of
people is low.
The demand for
professional services
in my sector – oil and
gas – has been intensifying since new
oil reserves were discovered in 2000,
so industry groups need to recruit
simply to keep pace. Competition from
neighbouring countries with abundant
natural resources means we have
to focus on what we have to offer as
employers, not just on the skills and
experience we need from recruits.
And it’s not just about bringing people
in at junior levels to work on current
priorities – we also have to keep
succession planning objectives in mind.
Ghana’s oil and gas sector has exciting
opportunities but plenty of challenge.
Issues such as law, regulation and
governance are complex and evolving,
and for many organisations, there isn’t
the depth of experience in-house;
they rely heavily on us. Energy is a
key global economic concern, and our
government is understandably keen
to establish the country as a major
producer that will help to attract
investment from outside Africa.
From our clients’ perspective, it’s
critical to stay on top of obligations
around regulatory compliance, and
to understand how different ways of
arranging their affairs might impact
on their tax liabilities. The sums and

timeframes involved are
vast; most projects are
long term with huge
upfront investment
and a high degree of
uncertainty and risk.
I’m passionate
about learning and
development. Whether
I’m striving to add to my
own skillset or helping
others to develop their
careers, I enjoy finding
new ways to accomplish
different tasks, and
adapting ideas that have worked
elsewhere for my own purposes.
I enjoy acting as a mentor; at
PwC, I work with several people as a
career coach, and I lead learning and
education for the tax service line, not
just in Ghana but across PwC Africa.
As this role includes exploring new and
developing technologies, it’s a virtually
continuous learning curve.
Finance professionals need to be
global in their outlook. I’ve enjoyed
opportunities to get involved in
organising and attending forums and
events outside of Ghana, especially
in Africa. There is almost always
something that you can learn from
how things are done elsewhere. From
a service delivery perspective, having
that broader perspective and global
context is even more helpful when
clients are themselves expanding
internationally or doing business with
foreign customers.
PwC’s international secondment
programme gives people the chance to
gain valuable experience overseas, and
I would strongly encourage aspiring
finance professionals to look at how
they might add a global dimension to
their skillset. ■

SNAPSHOT:
SHARED SERVICES
Outsourcing and shared
services has been a growth
area across the world
for almost two decades,
although it is currently doing
less well than predicted.
For accountants giving
outsourcing advice, it is a
fast-moving environment
where regulatory pressures
and greater automation mean
that accounting standards,
regulation and robots really
do go hand in hand.
Industries with global
footprints are more aggressive
in their approaches because
they need to support a
growing international
customer base. Examples
are pharmaceuticals and life
sciences, transportation and
manufacturing.
Stan Lepeak, global
research director for KPMG
advisory, says that cloud
technology will help players in
less developed countries.
He adds: ‘Outsourcing in
South America is exciting
in that a lot of firms are in
the early stages of exploring
it. There’s probably more
proverbial low-hanging fruit in
South America.’

57th

Peru is a rising power in the
outsourcing market, with Lima
(ranked 57th, up six places
from 2013) among the fastest
movers on the 2014 top
100 cities list, according to
consultancy Tholons.
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Going for growth
Turkey has shifted towards International Financial Reporting Standards, but more work
is needed to prevent reforms being weakened by a large IFRS-exempt SME sector
Over recent years, Turkey has become
one of the world’s most important
emerging markets. Positioned at the
crossroads of Europe and Asia, over
the past five years foreign direct
investment has grown from just over
US$1bn to an annual average of
US$13bn. And although recently the
country has been affected by political
difficulties, especially since the
launch on 17 December last year of a
controversial corruption investigation
targeting a number of people close
to prime minister Recep Tayyip
Erdoğan’s administration, Turkey’s
economy is still forecast to grow at
around 3%-4% this year.
As a result of these economic
advances, Turkey’s accounting and
auditing sector has expanded rapidly
over recent years. Sinem Ari Öz, audit
and financial accounting advisory
services partner at EY Turkey, says that
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last year EY’s Turkey practice’s overall
revenues grew 22%, and that it is
expecting similar growth in 2014.
‘The economic growth has helped
us reach higher revenues, especially

And Gökhan Almaci, head of audit
at Mazars Turkey, which has seven
offices in six different cities, says
that the firm’s audit practice revenue
has grown by an average of 25% per

▌▌▌THE LOW NUMBER OF COMPANIES USING
IFRS COULD DETER FOREIGN INVESTMENT
due to the growing volume of foreign
investment in Turkey,’ she says.
Haluk Yalçın, territory senior
partner at PwC Turkey, says that his
arm of the global accounting network
provides services to around 3,000
clients, and this figure is growing ‘as
companies’ need for professional
services increases due to the
expansion and growth of the Turkish
business sector’.

year over the past five years, and it is
anticipating similar growth over the
coming years. He says that due to the
increasing opportunities, Mazars Turkey
established an M&A services division
and internal control and strategic
consulting services division at the start
of 2012.
Öz says that as well as the
expansion of the Turkish economy,
the formal adoption of International
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TURKEY: FACTS
Turkey’s economy is the
* 17th
largest in the world and

*

*
*
*

forecast to become the 12th
largest by 2028. It figures
in economist Jim O’Neill’s
emerging markets to watch
– Mexico, Indonesia, Nigeria,
Turkey (MINT).
GDP was US$789.3bn in
2012. GDP growth was an
average of 5.2% per year
between 2002–11, before
slumping to 2.2% in 2012.
Growth of 3.7% was forecast
for 2013, with similar growth
expected in 2014.
Turkey’s population, which
is around 75 million, is the
youngest in Europe.
Per capita income in Turkey
has almost tripled over the
past 12 years and is now
around US$11,000.
The Turkish lira fell 17%
in 2013 amid political
uncertainty caused by antigovernment protests.

Sources: Turkstat, World Bank, and
Centre for Economics and Business
Research (CEBR)

Financial Reporting Standards (IFRS),
under a new Turkish commercial code
at the beginning of 2012, is also
helping drive growth in the sector.
And IFRS is no stranger to Turkey.
It has been obligatory for companies
listed on the Turkish stock exchange,
and public interest entities (PIEs) –
banks, insurance companies, other
financial sector companies and
energy sector companies – since 1
January 2005. Under the new code, a
compulsory audit and TFRS (Turkish
Financial Reporting Standards), which
is a translated version of IFRS, is also
obligatory for companies that met two
of these three criteria for the previous
two financial years: total assets of
150 million Turkish lira (US$66m) or
more; total net revenue of TRY200m
(US$88m) or more; and total number
of employees of 500 or more. Prior
to the new code, audits were not

obligatory, with accounts only filed for
tax purposes.
The first audits to be completed
under TFRS will be for the financial
year ending December 2013 – one year
later than originally planned, as it was
agreed that a period of transition and
adaptation was needed.
However, at least in the short term,
because of the high proportion of
small family companies in Turkey, TFRS
will not be widely used. According to
figures from the ministry of customs
and trade, of the 972,491 active
companies in Turkey in 2013, 99.5%
were owner-managed businesses
(OMBs) – in other words, small family
companies that will not be required
to use IFRS. Around 4,000 to 5,000
companies will be subject to FTA (firsttime audit) and IFRS.
However, Zeynep Uras, assurance
partner and regulation leader at PwC
Turkey, notes that the thresholds for
companies required to use IFRS are
likely to be reduced. ‘The number of
companies subject to statutory audit
is expected to increase each year
due to the widening of the financial
and statistical criteria,’ Uras says.
‘Therefore, in a maximum period of 10
years all financial statements prepared
by Turkish companies will be in line
with IFRS and this will create a much
more transparent environment.’
Öz stresses the importance of
the thresholds being lowered, as she
says that the relatively low number
of companies that will be reporting
using IFRS could deter some foreign
investment away from Turkey.
Meanwhile, the use of IFRS by
government companies, instead of
Turkish GAAP, will come into effect
from 1 January 2015, with the first
IFRS financial statements to be issued
as of 31 December 2015.
As Turkey’s accounting and auditing
sector goes through a transition that
reflects the country’s shift as a whole
from emerging economy to developed
country, the sector is also hoping to
see a number of challenges that it
currently faces being resolved.
Öz observes that, especially
following the adoption of IFRS, the
accounting and auditing sector needs
to be expanded to handle the increased
demand. According to data from
the Kamu Gözetimi Kurumu (KGK),
the Public Oversight, Accounting
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and Auditing Standards Authority,
Turkey currently has 5,515 registered
independent auditors, and 92
registered firms, including the Big Four.
‘Apart from the Big Four and two
or three others, there are currently
no other big audit companies who
can report using IFRS,’ says Öz. She
notes that one of the aims of the
new commercial code is for more
accountants and auditors to join
the sector, with the KGK responsible
for ensuring a higher number of
accountants and auditors are trained
to the level required.

Devil in the detail
Almaci adds that a lack of data about
the different companies in Turkey also
poses a challenge. ‘A key problem in
Turkey is that we don’t have a good
database with financial details of
each company, so it is difficult to
decide what the criteria should be for
obligatory use of IFRS.’
In addition, Öz observes that out-ofbook accounting also poses problems
for Turkey’s accounting and auditing
sector. ‘We have to be careful when
we are choosing clients to work with,
and we have a strict process regarding
this,’ she says.
Almaci notes that in order to
combat out-of-book accounting,
the government has implemented
a number of tax amnesty laws over
recent years, but that the frequency
of such laws – one every two or three
years – had led to an unfair tax system
in which a significant number of
companies have not been penalised for
tax irregularities.
Almaci says that the move towards
a more robust financial reporting
sector in Turkey is ‘a work in progress.
Some of what is required is there
and some of it is not, but we have a
positive view ahead.’ ■
Jonathan Dyson, journalist based
in Istanbul
FOR MORE INFORMATION:

EY Turkey: www.ey.com/tr/en
PwC Turkey: www.pwc.com.tr/en
Mazars Turkey: www.mazars.
com/mazarspage/full_
country/9456/tr
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Botswana is Africa’s poster-child for fiscal prudence,
strict financial governance and incorruptibility – not
to mention an enviable record of economic growth

PRIDE OF AFRICA
T

he southern African nation of Botswana has a
glittering reputation for its gem diamonds – it’s the
largest producer in the world. And on a continent
where widespread corruption and poor governance
have until recently inhibited foreign investment, the
country – with a population of just two million people in
a landlocked area larger than France – has acquired a
reputation as a poster-child for financial probity. In fact, its
global barometer places it in the 80th percentile for clean
governance – on a par with Spain and ahead of Portugal,
Italy and Poland.
Just as remarkably, when it gained independence from
Britain in 1966, it was among the 10 least developed
countries in the world. Through what local academic Dr
Emmanuel Botlhale, a political and public administration
lecturer at the University of Botswana, describes as ‘an
undeclared policy of fiscal conservatism’, Botswana now
ranks as an upper middle-income country with a per capita
GDP of US$16,400 at purchasing power parity, according to
World Bank figures.
However, the 2008 world financial crisis hit the nation
hard, with the diamond market taking a pounding. For the
first time, Botswana ran a series of budget deficits. The
Ministry of Finance and Development Planning (MFDP)
describes the deficit experience as a major ‘catalyst’ of the
government’s way of operating that sparked a reform of the
entire public finance management system.

▲ PRECIOUS RESOURCE

A flawless gem found at the Jwaneng mine in Botswana is
shown to the media at Christie’s in Geneva, Switzerland
The European Union, which takes almost 90% of
Botswana’s exports and describes the country as ‘a model
for the use of natural resources for development’, chipped
in with financial and technical support for a reform and
monitoring process that has been running since 2009. No
doubt a factor here, says a political analyst based in the
capital Gaborone (who did not want to be named), was
that the EU has been shifting its developmental support for
Botswana out of the traditional project-based model and
putting 85% into direct budgetary support. The EU says
this performance-based approach, where the government
is given financial assistance to deliver on the targets it has
itself set, reflects a ‘maturing relationship’ characterised by
‘EU confidence in Botswana’s development plans and public
finance management systems’.
Among the primary goals of the reform of public finance
management was the elimination of the budget deficit by
2012–13, the alignment of the budgetary process with the
government’s broader socio-economic national blueprint
‘Vision 2016’, and the establishment of a medium-term
economic framework to guide financial prioritisation.
A public finance management reform coordinating unit
was set up inside the finance ministry. From the outset it
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◄ CAUSE FOR OPTIMISM

Botswana is seen as the world’s largest diamond producer
in terms of the quality and grade of its diamonds

tried to incorporate as wide a range of stakeholders as
possible, including the revenue authorities, parliament and
the business sector. The extensive buy-in sought appears to
have paid off, judging by the starkest budgetary performance
indicator, with Botswana achieving a modest budget surplus
in 2012–13 and on track for another in 2013–14.
Legislation has also played a role. Dr Botlhale points out
that the national debt is restricted by law to a maximum
of 40% of GDP. Currently, total debt is 19% of GDP and
he says the statutory debt limit is seen as instrumental in
keeping the debt at manageable levels.
Olesitse Masimega, head of the reform coordinating unit,
says that moving to a policy-driven budgetary process within
the medium-term economic framework was made easier by
the widespread buy-in of all economic factors. ‘Although we
have had technical assistance and practical support from
our development partners, such as the EU, the International
Monetary Fund, the World Bank, and the Commonwealth
Secretariat, this has been an internally driven process and it
has not been dictated by them,’ he says.

Resource and capacity
A key factor in developing the public finance management
reforms was an awareness of resource constraints and
capacity issues, says Masimega. Part of the reform process
has been a training programme to build the appropriate
local capacity. ‘While we have been able to tap the expertise
of the IMF and other developmental partners, we recognise
that there has to be skills transfer,’ he says.
Capacity is similarly identified as a sticking point by
KPMG Botswana partner Nigel Dixon-Warren. He says that
while the government has undoubtedly accepted the need
for reform, the challenge has been the lack of capacity to
implement them fully. ‘There have been external consultants
aplenty, but there is a lack of change management within
government – so many government employees just don’t
know what “better” looks like,’ he says.
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This is borne out to some degree by last year’s extensive
Botswana Public Expenditure and Financial Accountability
Assessment (PEFA), which seeks to establish what progress
has been made over the past five years as a result of the
public finance management reforms. It looked at a number
of key performance areas, such as the credibility of the
budget, its comprehensiveness and transparency, control
and reporting, and external scrutiny and audit.
Since 2009, some 36% of indicators have improved, 16%
are down, 45% unchanged and 3% are no longer rated. ‘We
are doing quite well, but that’s a relative term,’ says DixonWarren. ‘We are not only not doing as well as developed
countries, but we are not doing as well as might be hoped in
comparison to other upper middle-income countries.’
He adds that a wave of bitter public service strikes in
Botswana in 2011 left a legacy of unhappiness within the
government and a ‘go-slow’ culture. With more than half of
formal employment being in the state sector, there ‘has to
be an effective system of performance management and
accountability’, says Dixon-Warren. ‘Public sector inertia is,
of course, not unique to Botswana, but there is no doubt
that a culture change needs to take place here urgently.’
Given the predominance of public service in the
Botswana economy, both Dixon-Warren and Dr Botlhale
stress that the critical public finance management reforms
must go hand in hand with economic diversification and
private sector-led growth. Botlhale says that while ‘there is
a need for public sector expenditure reform to streamline
expenditure, particularly reducing the public sector wage
bill’, there is also an imperative for ‘speeding up the process
of privatisation so as to reduce the burden on the fiscus’. ■
William Saunderson-Meyer, journalist based in South Africa
FOR MORE INFORMATION:

More on diamonds: www.debeersgroup.com
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MORPHING WITH THE MEGATRENDS

THE CRIME HOTSPOTS

The threats from economic crime continue
to evolve, says PwC in its 2014 Global
Economic Crime Survey. Economic
crime adapts to the trends that affect all
organisations, particularly the increasing
reliance on technology and technologyenabled processes, and the transfer of
economic energy to emerging markets.

Respondents reporting economic crime in their business have risen from 34%
globally in 2011 to 37%. The figure in Africa has fallen from 2011’s 59% while
western and eastern Europe has gone up by 5% and 9% respectively.

41%

More than one in three organisations
report falling victim to economic crime.

53%

More than half of CEOs say they
are concerned about bribery and
corruption.

48%

Nearly half of respondents report that
the risk of cybercrime has increased
(the 2011 figure was 39%).

39%
21%
32%

50%
35%

31%

33%

34%

Energy/utilities/mining

Engineering/construction

Transportation/logistics

Insurance

Manufacturing

Government/state

Hospitality/leisure

Communication

SECTORS HARDEST HIT

Of the three standout industries for reported
economic crime, financial services exhibits high
levels of cybercrime and money laundering,
while asset misappropriation is the crime of
choice in retail/consumer and communication.

29%

27%

35%

22
%

Since the first survey
in 2001, three types of
fraud have consistently
been highlighted: asset
misappropriation,
bribery/corruption,
and accounting fraud.
Cybercrime was added in
2011, and procurement
fraud in 2014.

24%

36%

41%

41%

48%

HOW THEY STRIKE

KEY

Retail/consumer

49%

35%

69%

Financial services

49%

37%

ECONOMIC CRIME

35

Asset misappropriation
Procurement fraud
Bribery and corruption
Cybercrime
Accounting fraud

TO CATCH A THIEF…

Profile of a typical internal fraudster:
Gender: Male
Age: 31–40 years
Length of service: Six or more years
Education: Graduate

THE SURVEY

More than 5,000 respondents contributed from 95 countries around the world to PwC’s survey. The report,
Economic crime: A threat to business globally, can be downloaded at www.pwc.com/crimesurvey
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THE CLONE ZONE

Credit card skimming is now a global epidemic – and will remain so without the will and
more secure technology to fight it, according to recent ACCA research from the US

S

kimmer fraudsters recently claimed their most
high-profile victim to date. In February, PayPal
president David Marcus admitted that his credit card
information had been skimmed – a process which
involves installing a device inside card readers to capture
credit and debit information. Having cloned his card, the
thieves then went on a spending spree in London, the
executive disclosed.
The scam has become a global epidemic, according to
a report produced by New York’s Pace University and ACCA
USA. ‘Criminals – often highly coordinated and operating
globally – are using new methods to steal from customers
at petrol gas pumps and ATMs,’ writes Dr Darren Hayes,
computer information systems programme chair at Pace
University and author of the ACCA-sponsored research.
The global cost of cybercrime more broadly has been
climbing in recent years. According to the 2013 Norton
Report, the total global cost hit US$113bn for the year, up
from US$110bn in 2012. The average cost per victim rose
even faster from US$197 in 2012 to US$298 last year.
Fraud involving credit and debit cards account for a
major component of this loss. In addition, a largescale study of more than 5,000 shoppers
across 17 countries by ACI Worldwide
in 2012 found that 27% of
payment card holders had
experienced card fraud
over the past five years.
Skimmer fraud has
become an important
As of 2012,
part of such swindles.
there were 74
Devices within ATMs and
million Visa
other techniques have
and MasterCard
made cloned cards a
payment cards in
big source of income for
circulation.
criminals. The average
Debit card fraud
gain from such crimes
dropped 45% between
was US$50,000 in 2011,
2011 and 2012 as a
a report by Aite Group
result of enhanced fraud
estimated – up from
detection analytics and
US$30,000 the year
the introduction of
before. A recent report in
chip-and-PIN.
the Daily Mail estimated

CANADA
*

*
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that British tourists were being cheated out of around
£150m a year through card-cloning schemes in Europe.
On the other side of the Atlantic, 13 men were charged
in January with stealing more than US$2m from gasoline
stations in the US by using Bluetooth-enabled skimmers.
While few nations are immune from such abuses, the
prevalence of such crimes varies from country to country,
the ACCA report illustrates. The US tops the list in terms
of financial losses related to skimmer fraud in the first six
months of 2011, the Aite Group concluded, followed by the
Dominican Republic, Russia and Brazil.
There are several reasons that Americans are especially
at risk. For a start they hold far more cards than any other
region, around 1.2 billion debit, credit and prepaid cards in
total. That is equivalent to almost five cards for each adult
in the nation. The large number of ATMs in the country
also increases the peril. There are 425,000 terminals in
the US. What’s more, fewer than half of these
are owned by financial institutions. About
290,000 are located away from bank premises
in convenience stores and other commercial
premises. This may make them more vulnerable.
America’s cards also possess skimpier
safety features than their counterparts in
most other parts of the world.
The plastic in American
wallets still employs
magnetic strips rather than
chip-and-PIN technology.
18% of banks
This latter system is harder
still maintain ATMs
to crack since it combines
that have been in use
a personal code with a
for a decade or more,
micro-chip, from which
according to Aite Group.
it is tougher to extract
A survey of
information. Almost half
executives by Aite
of the world’s payment
Group estimated
cards now employ this
that by 2012, 45%
better-fortified technology
of institutions’ ATMs
and around three-quarters
would have an antiof terminals are able to
skimming solution, up
accept such cards.
from 31% in 2010.
‘The US is pivotal for
criminal gangs because

US

*

*
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▌▌▌’WHEN THE US ADOPTS CHIP-AND-PIN CARDS
THEN SKIMMER FRAUD WILL DECLINE. BUT CRIMINAL
ACTIVITY WILL MANIFEST ITSELF IN DIFFERENT WAYS’

▲ SPENDING SPREE

IRELAND

EUROPE

With a
* population

*

of 4.58 million people,
the Irish Payment
Services estimated
that there were 194
skimming incidents in
2011, of which 142 were
successful.
Anti-fraud measures have
helped reduce the number
of skimming incidences
to just 13 by 2012, with
12 being successful.

A report by the
*European
Central

*

Bank estimated in
July 2013 that ATM
fraud accounted for
20% of all payment
card scams –
totalling €232m.
The report also
estimated that 95%
of counterfeit card
fraud related to
ATMs occurs outside
Europe.

it has more ATMs than any other country and because it
is not EMV [Europay, MasterCard and Visa]-compliant –
so cards do not contain a global chip,’ the ACCA report
explains. ‘Cards that are cloned by criminals are also
used in other non-EMV countries, like Ghana, Costa Rica,
Mexico and Malta.’
Deployment of EMV technology does appear to have
reduced skimming in the UK and Canada. Canada, for
example, managed to cut losses from card cloning from
C$142m in 2009 to C$38.5m in 2012. ‘When the US adopts
the use of chip-and-PIN payment cards then skimmer
fraud will dramatically decline,’ the ACCA report concludes.
‘But criminal activity will manifest itself in different ways.’
One possibility is a rise in physical attacks on ATMs. This
could include the use of trucks to physically rip out the
ATM machine. In addition, criminals can also use devices
that trap cards or the cash itself within the machine to be

PayPal president David Marcus
admitted he had been the victim of
skimming in February, when thieves
used his card details in London

retrieved later. This can be even more financially costly than
skimming. ‘A card-trapping device may yield €100 for the
criminal but the damaged ATM may cost €2,000 to repair,’
the ACCA report says.
One other way of trying to thwart criminal activity is to
place geographical restrictions on where cards can be used.
‘Some banks in Germany have instituted regional blocking,
and losses from skimmer fraud have been further reduced
by limiting the amount that a customer may withdraw at a
foreign ATM,’ the ACCA report says. The Netherlands and
Belgium have had some success with this kind of technique.
The downside, however, is that such policies can be ‘very
unpopular with bank customers’, the ACCA report admits.
More promising still, security experts have been
exploring how new technologies can be used to make card
fraud tougher, including the use of smartphones, nearfield communication or biometric authentication. But the
ACCA report concludes that beyond using chip-and-PIN,
‘there is no consensus on future technologies to prevent
ATM skimmer fraud’. It is especially worrying that the
card of PayPal’s boss was equipped with a chip-and-PIN
– suggesting that no technology is entirely secure. As with
other types of cybercrime, financial institutions and law
enforcement officials are locked in an endless arms race
with ever more sophisticated criminals. ■
Christopher Alkan, journalist based in New York
FOR MORE INFORMATION:

Skimming the Surface: How Skimmer Fraud Has Become
a Global Epidemic is available at www.accaglobal/RI
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WHERE ARE
WE HEADING?

We all have a part to play in shaping the future, says futurist Magnus Lindkvist,
and creativity is a surer bet than competitiveness in delivering progress

▲ TRAIN OF THOUGHT

The Bund Sightseeing Tunnel in Shanghai, China.
Our journey into the future may not be so brightly lit
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e used to think the future would bring us
flying cars. Instead, we got Gangnam Style.
In other words, there’s a gap between
expectations and reality and there are
Gangnam Style-like events in every industry today. Things
that could not be predicted a few years ago are suddenly
topping management agendas.
At a recent conference for global tax lawyers in Madrid,
the moderator stated that none of the topics discussed in
2013 was around a decade ago. The future often takes us
by surprise and the issue is how to work and excel in an
unpredictable environment. In a world without crystal orbs,
the most important tool is mindset.
Infobesity makes us prisoners of the present. We are
mired in dialogues about the here and now that blind our
view of what lies ahead. It’s worth looking at how we could,
perhaps should, think about the future to make better
decisions and create a different tomorrow.

markets that already exist. Globalisation is often seen as
a zero-sum game in which one side will get all the jobs,
where cheaper accountants will outcompete their more
expensive peers and all the resources will be gobbled up
by the rich world.
Before the year 1850, this was what our world looked
like: a cyclical, stagnant society where you could not make
things, only take them by means of plunder, taxation or
something similar. Progress – the idea that the future can
become better – is a relatively new phenomenon. What
began in 1850 was a transition to a society where change
is the norm. Today we expect our children to live longer,
possibly better, lives than us. We expect technology to
bring us new things on a regular basis. We expect life as
we know it to be different in the future. This is vertical
change, where something previously impossible and
unfathomable becomes a reality.

The long view

Science fiction writer Arthur C Clarke once said that a
sufficiently advanced technology should be indistinguishable
from magic. Telepathy was considered magic 10 years
ago; today, we call it Twitter. If we want to keep on living
in a progressive world, vertical
change is a lot more important to
think about and create than mere
horizontal reshufflings. In other words,
technology and how it will change
accountancy is a more important
discussion to have than globalisation,
rule harmonisation and compliance.
Yet technology disrupts and undermines, transforming the
previously smooth, straight path to the future into a fogridden, treacherous and turbulent journey.
There’s a choice between two paths in life and business:
to compete or to create. Competition is about beating
rivals by being faster, cheaper or better; creation is about
undermining the present solutions and challenging the
status quo. A successful, competitive company tends
to make money and win awards; a successful creative
company tends to make enemies and critics. Yet if we want
to keep on living in a progressive world – as opposed to a
cyclical, Game of Thrones-like world – someone, perhaps
you, will need to create.

The British Archive of Criminology has data showing we are
about to run out of murder in society. If that strikes you as
preposterous, bear in mind that its statistics stretch as far

The fog of the future

▌▌▌‘INFOBESITY MAKES US PRISONERS OF THE
PRESENT. WE ARE MIRED IN DIALOGUES THAT
BLIND OUR VIEW OF WHAT LIES AHEAD’
back as the 1400s, when killing someone was a common
way of settling disputes. Since then, the homicide rate has
dropped by around 98%.
Why, then, are people gloomy when asked about the
present? Because pessimism is a defence mechanism.
Sensitivity to danger – real or perceived – has proven a
more useful survival tool than optimism. But in this oneeyed view of the world, we can lose important, underlying
stories about where the world is heading. So where exactly
is the world heading?

Where the future comes from
The future sometimes comes from the side. The megacity of
Shanghai, for example, is built using innovations tried in
many other countries previously – skyscrapers, high-speed
trains, capitalism. The current globalisation of accountancy
standards is another example. This is horizontal change
where the future comes at us from the side.
For the enterprising mind, horizontal change
represents a great business opportunity as you simply
have to R&D – rip off and duplicate – to implement a new
idea in your local market. However, isolating the future
to a horizontal remix between East and West can lead us
into a zero-sum mindset where all we can do is divide up

How to create
Most management literature deals with competition;
creation is a neglected area of study. To find some clues
to what it takes to be a creative enterprise, I conducted a
study while at Stockholm School of Entrepreneurship to
look at how companies had survived great shifts historically.
Not economic shifts – the boom-bust cycle is a part of
everyday business – but more fundamental geopolitical
shifts (the market opens up with the fall of the Berlin
Wall), technological shifts (the rise of the internet) and

»
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spreading infection, was angrily
criticised by other doctors who argued
that frequent breaks to wash hands
Our ability to think ahead is half-baked and we tend to make the
would be wasteful in terms of time
following mistakes when predicting what tomorrow might hold:
and money.
Similarly, we face numerous
Fallacy: the future will have meaning
impractical insights in our world
We tend to reduce the future to a moral fable where good or bad people
today that would generate friction
will win. In reality, we often cannot judge what morals will be like in the
and waste resources in the short
future. The future isn’t binary.
run but create a better world in the
long run: more female leaders, more
Fallacy: if only…
immigration in ageing European
We frame the future as a place where problem X is solved by solution
and Asian economies, technology’s
Y or gadget Z and we will live happily ever after. In reality, it is just ‘one
potential to simplify bureaucracy,
damned thing after another’, to paraphrase Arnold Toynbee.
the automation of accounting, etc.
We tend to deal with such ideas either
Fallacy: a one-dimensional future
by shrugging them off as impractical
We view the future as about one thing – carbon dioxide, the EU – but in
or hoping that someone else will solve
reality it will be as cluttered and contradictory as the present.
the challenge at a later date. Faced
with the choice of a comfortable
Fallacy: everything changes
life or one of conflict, most people
Yet most of us still enjoy barbecuing meat and drinking beer when
choose the former.
relaxing on the summer vacation. Just like they did in the 1500s…
It was once said that whereas
historians give a voice to the
dead, futurologists give a voice to
the unborn. Think for a moment
existential shifts (the founder dies, leaving the company
about what your grandchildren will ask one day. Where
lost and confused).
were you when we needed to change our profession?
What I found was those rare companies that survived and
Where were you when there was a crisis of confidence
excelled in turbulent times – and fewer than 20% of them
and trust in the corporate world? What did you do about
did – had three important features in their corporate culture.
the lack of diversity in accountancy? How did you welcome
Number one, they had a culture of experimentation and
new ways of working and use technology to change things
encouraged a trial-and-error approach. Such companies
for the better? Let us hope that many of us will be able
wasted sustainably; the failures (and there were plenty of
to say we were there, on the barricades, when the future
them) were cheap.
began in the 2010s – a time that will be known in the future
Number two, they had a culture of failure recycling. The
as the Age of Change. ■
status quo does not like to lose its status, so new ideas often
fail. Furniture in flat packs, for example, was invented in
Magnus Lindkvist is a trendspotter, futurologist and
1940 by Stockholm department store Nordiska Kompaniet.
author of When the Future Begins: A Guide to
It was a flop – Swedes didn’t have cars – but it was recycled
Long-Term Thinking
by IKEA a decade later and became a worldwide success.
Recycling failures is about tweaking the execution of an idea
FOR MORE INFORMATION:
that was good in theory but failed in practice.
Number three, and particularly challenging in turbulent
Magnus Lindkvist will be a guest speaker at the following
times, was patience – challenging because markets tend
ACCA Annual Conferences, at which he will share his insights
to be impatient today. From quarterly capitalism to Silicon
into the megatrends of the future:
Valley mantras, speed is worshipped. Yet when it comes
to shaping human behaviour and building new practices,
Hong Kong: Conrad Hong Kong, 10 May
patience is not only a virtue but a requirement.
www.accaglobal/ab70

FUTURE IMPERFECT

When will the future begin?
We should not take progress for granted. New, disruptive
ideas are frequently met with scepticism, even hostility.
Dr Ignaz Semmelweis, the Vienna-based doctor who first
proposed that doctors should wash their hands to avoid
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Singapore: Raffles City Convention Centre, 12 May
www.accaglobal/ab71
Malaysia: Mandarin Oriental, Kuala Lumpur, 15 May
www.accaglobal/ab72

A good MBA fuels
career success
‘The global MBA offers high quality tuition, great
flexibility and global recognition. The real workplace
case studies alongside the theory improved my
knowledge and widened my exposure to business
management. This MBA is perfect for motivated
and self-disciplined finance professionals to further
develop their understanding of business.’

Angie Dai
assistant PRC finance manager, ExxonMobil Investment

Ranked 7th globally in the QS
Distance Online MBA Rankings 2014

www.accaglobal.com
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Career boost
Do you know what you want from life, asks Dr Rob Yeung, plus what really annoys the
CFO, toxic performance appraisals, and a new leader in eye-wateringly expensive cities

TALENT DOCTOR: VISION
Go for a job interview and you may be asked the
question ‘Where do you see yourself in five years’
time?’ Hopefully, you have an answer that will tell the
interviewer how committed you are both to your work
and the industry.
But let me now ask you ‘Where do you see yourself
in 15 years’ time?’ When I put this question to a group
of executives during a recent leadership development
workshop that I was running, the finance director
answered that he didn’t know. He simply couldn’t come
up with an answer and argued that there really wasn’t
much point in thinking that far ahead.
However, research based on something called
‘intentional change theory’ increasingly suggests that
individuals with a long-term vision of how they would like
their lives to turn out have a greater chance of achieving
that vision. If life is like a journey, then it’s the equivalent
of having a destination in mind when you set out.

Simpler than it sounds
The idea of a vision sounds terribly grand. But a vision
is really only a picture or description of how we would
like our lives to turn out.
In my work with senior executives, I use the term
‘balanced vision’ because studies indicate that leaders
are most able to make sustainable change in their lives
when they consider all aspects of their lives and not just
their careers. That means thinking about their families
and friends, their health and their broader interests
too. For some, that may include a contribution to their
communities – perhaps a sport or their spirituality or
religion, for example.
How do you craft a vision? I have invited many
executives to engage in what I say is a seemingly
frivolous exercise – I ask them to dream about their
perfect life. I say: ‘Imagine that it’s 20 years from now
and your life has turned out perfectly. Everything has
gone right and you’re feeling happy, satisfied and
fulfilled. What are you doing? Who are you with? How
do the people around you describe you?’
You need time to create a vision. It’s not something
that you can work on when you’re feeling harassed
and under pressure. It’s a time-out – an opportunity to
reflect on how things are going and to be honest with
yourself. What do you really want? Listen to that voice
in your own head and not to the voices of colleagues,
friends and loved ones. Don’t follow a prescribed career
path simply because it’s expected of you or because it’s
the most prestigious option.
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Do you truly enjoy the path that you’re on? If not, why
remain on it? You’ll never be able to compete with those
who just love, love, love what they do. Better to find your
own niche. Once you’re happy with where you are and
what you’re doing, you can build up your skills, make
plans to pursue the right kinds of opportunities and
prioritise your efforts.
So what do you want from life? Once you know, you
can take the steps to work towards it. And, who knows?
You might just achieve it.
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and author of more than 20 career
and management books including How To Win: The
Argument, the Pitch, the Job, the Race. He also appears
frequently as a business commentator on BBC, CNBC
and CNN news.
FOR MORE INFORMATION:

www.talentspace.co.uk
@robyeung
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WOMEN AND DIVERSITY

In 1909, ACCA was the
first accountancy body to
allow women members.
It was also the first with a
woman president. Female
membership currently stands
at 45%, with 51% making up
the student population.
International Women’s
Day 2014 on 8 March, which
ACCA supported, was a
celebration of the progress
made for women’s equality.
But with UK business
secretary Vince Cable
backing a plan to force allwomen shortlists for boardlevel posts in FTSE 100
companies, there is obviously
still much to be done.
The last word goes to
ACCA chief executive Helen
Brand: ‘Our extensive work
into diversity shows that real
commitment to diversity
widens the talent pool.’

RED RAGS TO THE CFO

A recent Robert Half survey
of 2,100 US CFOs found
32% thought non-businessrelated web browsing and
social media usage caused
the greatest drain on manhours; 27% said employees
chatting by the water
cooler or printer was worse,
while 11% (19% at larger
businesses) chose meetings.
Considering we’re working
longer hours, it’s inevitable
that personal issues will
encroach more into work
time. But – just a thought
– why don’t we work less
and socialise after work, in
person, as opposed to being
distracted by pseudo-social
media during work hours?

ALL CHANGE AT THE TOP
Asia is stealing the lead in
the world’s most expensive
cities league. The top
10 cities in this year’s
Economist Intelligence Unit
Worldwide Cost of Living
Survey – a relocation tool
that uses New York as a
benchmark for the cost
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THE PERFECT: PERFORMANCE APPRAISAL
Is there such a thing? What good does it do an employee to hear good,
bad or ‘constructive’ things from an employer? For that matter, what
good does it do the employer? Recent research by psychologists at
several US universities has found that negative feedback
is taken badly by even the most motivated. Furthermore,
in the context of an appraisal even positive feedback is
often misconstrued or misread as criticism. Stanford
University professor Bob Sutton says appraisals are
‘a bad practice that does more harm than good in
all or nearly all cases’, leading to ‘destructive
internal competition’. However, appraisals
are commonplace in corporate culture and
more often than not considered desirable by
employees. They’re a way for people to feel
connected to their company and respected
by their boss, and that their careers are
being taken seriously. But a good appraisal
depends on so many aspects, not least an
acceptance of their value and seriousness by
both employee and employer.

THE BIG BREAK
FAIZA YASIN FCCA
Management consultant Faiza Yasin’s CV
reads like that of somebody with a career
twice as long as hers. She has managed to
cram a lot into a short space of time. The
knowledge, experience and skills she’s
gained along the way are testament to her
hard work and positive attitude. Now living
in Canada, via the Cayman Islands, where
she was a senior auditor with Deloitte,
and her native Pakistan, Yasin continues
to push her career forward in new and
exciting directions. She is also one half
of an over-achieving brother-sister team –
twins and both ACCA.

Yasin’s top career tips:
What’s the worst thing a candidate could
say in an interview? Criticise their former
employer. Ask questions about the salary,
benefits, vacations, bonuses, etc.
How do you secure work experience in

of living in 400 cities –
are dominated by Asia,
Australasia and Europe, with
Singapore first and Tokyo
sixth. Sydney is fifth, behind
traditional money sponges
Paris, Oslo and Zurich.

a competitive market? Have a positive
attitude, a good work ethic and network.
If you needed a certain soft skill for a
specific role, how would you acquire it?
Learn from others, or by taking courses.

Editor Jon Copestake
puts it down to ‘the
continued rise of Asian hubs
and improving sentiment
in structurally expensive
European cities’.
So if you’re looking to

migrate, Asia is still a good
bet, but no longer the cheap
option it used to be. ■
This page is compiled and
edited by Neil Johnson,
editor, ACCACareers.com
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CPD

O&P means USP
In the first of two articles on organisation and people (O&P)
strategy, Dr Tony Grundy looks at what it really means in practice

Organisation and people
(O&P) is a very important
part of the theory of
competitive advantage,
which emphasises the
importance of having
distinctive internal
resources and capabilities
that then lead to superior
economic performance.
If, for example, you
wanted to compare two
different supermarkets –
Sainsbury’s and Tesco, say
– they would be similar in
many ways. Both businesses
can buy supermarket
sites, products, systems
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and services from the
market, so their resource
base should not be so very
different, should it? Apart
from brands, there is little
to differentiate the two
in the long run – except,
of course, another key
intangible: O&P.
O&P strategy is the flip
side of the externally facing
competitive strategy. It
not only enables the latter
to be implemented but
also has a role to play in
identifying and facilitating
new external strategies. It
does this by prompting the

following question: given
what we are (or what we
could be) really good at, are
there opportunities that we
could excel at?

Definition and role
In my 2003 book with
Laura Brown, Value-based
Human Resource Strategy,
I define O&P strategy as
the plans, programmes
and intentions of developing
an organisation to meet
its present and future
competitive challenges in
order to generate superior
economic value.

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

This is a lot more than HR
strategy, which tends to be
purely focused on supplying
the right number and levels
of skills operationally to
the organisation within
the existing organisational
structure and style.
O&P deals with
the relative level of
organisational competences
vis-à-vis market and
competitive demands,
present and future, too.
It should be owned not
just by the HR director,
but also by the CEO – in
just the same way as the
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latter should own the
competitive strategy.
It should also be closely
tied to and targeted
at superior economic
performance and contain
a ‘stretch’ element, and
not just be performance
maintenance. That makes it
very much the proactive FD’s
concern and interest.
Coming back to Tesco,
O&P strategy, alongside
brand strategy, led to
the success of its growth
strategy in the UK between
1997 and 2007. From
around 1994 to 1995,
Tesco cleared out its senior
management, leaving in
place upwardly thrusting,
intelligent managers hungry

of competitive advantage is
speed. This is derived from
the O&P strategy.
An example of this was
a workshop held in the
mid-1990s when a group
of young Tesco managers
got together to sort out
incomplete attempts at
building a home shopping
model. During the workshop
we came up with the subbrand of Tesco Direct. I
saw that brand in store at
Bar Hill, Cambridge, just
weeks later. That was so
impressive: is your own
organisation capable of
working so fast? Or is it
just set up like the others?
If so, then it should not
be a big surprise if it is

the passwords and the
numerical passcodes. Now,
I am an accountant and have
an MBA, so you would have
thought that getting it right
would have been a doddle
for me. Wrong.
It turned out to be quite
tricky, though with the help
of staff member Samuel
Adetula, I finally completed
the process. Not once did
Adetula show tiredness,
frustration or impatience: he
smiled no matter what.
I did make a payment
the next week and thought I
had it cracked. Then another
week later I tried at home
and it wouldn’t work. So
back I went to Bromley and
Adetula – an unlucky day

▌▌▌NOW, I AM AN ACCOUNTANT AND HAVE AN MBA,
SO GETTING IT RIGHT SHOULD HAVE BEEN A DODDLE.
WRONG… IT TURNED OUT TO BE QUITE TRICKY
for success, led by Terry
Leahy, who became CEO in
1997, aged just 40.
I remember that period
well. On one occasion I was
working with Paul Mancey,
then new head of Tesco
Services (such as utilities
and mobiles). On beginning
one particular project in a
new market, he said to me:
‘We want to be finished in
a week. The goal is to do
something that others would
spend a few months on – in
a week.’
This hunger, focus and
drive paid off and such
bursts of concentrated
thought led to the business
models of Tesco Non Food,
Tesco Dotcom, Express and
Tesco Personal Finance in
incredibly short periods of
time, as well as its brand
and customer service
strategy. Where there is
not much real differential
between the assets that an
organisation can buy, then
the most important aspect

fundamentally no better
than its competitors.
O&P aims to provide a
coherent focus to human
resource allocation across
the organisation so it then
behaves in an outstanding
way – easily capturing
and keeping customers,
making astute decisions
at every level, and creating
a true team across the
organisation. It will be
seamlessly woven in with the
brand strategy. Operationally
and strategically it will be
seen in all interactions
within the organisation and
by customers and suppliers.

Metrobank
Take the case of Metrobank,
a customer-loving new bank
with ‘stores’, not branches,
and ‘no stupid bank rules’.
The brand is customerfriendly, so what about
the staff?
I visited the Bromley
store to register for internet
banking. I had to set up

for him – got me again. But
I never saw his face drop or
his eyes roll; he just kept
on smiling. Please, please,
Metrobank, hang on to that
service culture!

In a nutshell
Using the example of
Metrobank – based purely
on what is available from
the public domain, from
interactions with staff and
from what can be deduced,
this successful and fresh
organisational model can
be attributed to:
recruitment of young,
fresh, eager and
intelligent staff with
some job experience in
non-banking
a desire to establish
a level of personal

*
*
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relationship in every
customer interaction.
an investment in ‘meeting
and greeting’ customers,
making them feel looked
after – it costs money
but is ultimately cheaper
than losing customers
effective manpower
planning so that staff
seen ‘in store’ now
may be groomed for
managerial positions later
mindfulness of the
longer-term competitive
benefits of this strategy.
At my previous bank,
cost seemed its main
interest. As one of
its senior managers
admitted to me: ‘If you
want real flexibility then
we can’t do that: we are
just too big. If you want
flexibility, you would
definitely be better off
with Metrobank.’
Therefore, O&P strategy can
be defined as:
building distinctive
capabilities for the
present and future
delivering these to exactly
the right places at the
right times to support
growth
ensuring that the
organisation develops
and changes to deliver
the competitive strategy
and accomplishes this
at speed, outpacing
competitors
behaving in such a novel
way that customers feel
they are being treated
as if they truly mattered,
rather than being a bit
of a pain. ■

*

*
*

*
*
*

*

Dr Tony Grundy is an
independent consultant
and trainer, and lectures at
Henley Business School
FOR MORE INFORMATION:

www.tonygrundy.com
For previous Tony Grundy articles on strategy and
management theories, visit www.accaglobal.com/abcpd
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Customer centricity
Seeing the business in terms of its customers rather than its products, and locking in
their loyalty, can be an extremely effective way to grow the bottom line

Finance professionals
have an important role
to play in aligning their
organisations more closely
with their customers. The
concept, known as customer
centricity, has become
increasingly important.
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One reason for its
popularity is the success of
pioneers in the area, such as
supermarket chain Tesco.
Tesco’s achievements
in promoting customer
centricity hinged on the
development of its loyalty

card. This gave a small
discount to shoppers but
brought huge value to the
company in terms of the
data it gathered on them.
Departments across Tesco
and external data analysts
participated in harnessing

this data to promote an
acute focus on the customer.
For example, the
card generated detailed
information about
individuals’ buying habits.
These were then linked
to feedback channels
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through which Tesco could
communicate directly with
customers and build loyalty.
Peter Fader, author of
Customer Centricity and
professor of marketing at
Wharton School, University
of Pennsylvania, says the
concept involves identifying
your most valuable
customers and orienting the
entire organisation around
their needs.
But it’s not just the
attempt to follow in the
trailblazers’ footsteps
that is driving customer
centricity. ‘The traditional
product-centric model,
where companies developed
blockbuster products and
rode that wave forever, has
become tougher,’ says Fader.
He has identified seven
‘cracks’ that have appeared
in the traditional productcentric approach and forced
companies to consider
shifting the focus away
from products and towards
customers.

The seven cracks
The seven factors are the
following trends:
1 commoditisation
2 smarter, better informed
customers
3 more demanding
customers
4 retail saturation, where
every product is available
everywhere
5 the global mindset, in
which companies want
to market much more
broadly
6 deregulation – some
companies’ monopoly
protection has
disappeared
7 big data, and the
unprecedented
‘granularity’ and
precision of data
available.
As Tesco’s strategy evolved,
it used its data to segment
customers and direct its
marketing at them in more
refined ways.

Fader says: ‘Too
many companies think
customer centricity is about
surrounding the customer
and being their friend. It
is, but the point is to figure
out the right customers to
surround. When we find the
right customers, we invest to
create more value for them,
make it easier to extract that
value for us and to find more
customers like them.’
Matt Keylock, global
head of data at Dunnhumby,
says customer centricity
requires thinking in different

customers who never came
back. That eroded the base
of truly loyal customers.
‘We helped them
understand that visit
behaviour and breadth of
category engagement were
more important drivers of
loyalty – deeply engaged
customers shopped across
the breadth of the store.’
There are many barriers
to enhancing customer
centricity. Fader says: ‘It
starts at the tactical level
– can we use the data,
analytics and technology to
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linear and predictable
buying process is now
dynamic and continuous.
This demands that
companies provide a
seamless experience across
all touch points. A range of
measures must be taken
to meet these consumer
expectations and take best
advantage of this new
reality, says the report.
One example is setting
up strong command and
control capabilities that
extend across the entire
service delivery model. This

▌▌▌‘IT’S NOT JUST ABOUT SURROUNDING THE
CUSTOMER AND BEING THEIR FRIEND. THE POINT IS TO
FIGURE OUT THE RIGHT CUSTOMERS TO SURROUND’
ways about customers and
profitability: ‘It is sometimes
hard to understand who your
best customers are. Many
companies will do a loyalty
segmentation, but they
also need to understand
customers’ interactions
without necessarily
overlaying their profitability
framework.
‘For example, in the
digital world you can
understand one individual’s
engagement and how
they influence others.
For example, I may not
spend much with a certain
brand, but I may strongly
influence many other
people. That makes me
disproportionately important
compared to my traditional
financial metrics.’
He cites another example
of a retailer that defined
its best customers as those
spending more than $1,000
a year. They decided the
easiest way to grow that
customer base was to sell
them one item that cost
over $1,000. ‘But that
wasn’t their core business,’
says Keylock. ‘So they
were selling one item to

send the right message to
the right customer at the
right time?
‘But that is not easy if a
company does not have the
right science or organisation
behind it. They need to
change the organisational
design and corporate
culture, and use the right
performance metrics and
incentive structures. They
have to hire the right kind
of people who are more
interested in and able to do
customer-centric rather than
product-centric things.’

Missing data
He says another barrier
in some industries is the
absence of data for doing
a proper customer lifetime
value (CLV) calculation. Also
there might be regulatory
issues – in some industries,
for example, you are not
allowed to treat certain
customers differently.
The target is constantly
moving. According to a
recent report by Accenture,
today’s consumers are
highly mobile, tech-savvy
and have constantly rising
expectations. Their once

can help ensure that an
organisation’s resources,
processes and technologies
are fully coordinated to
minimise service failures,
optimise operating
expenditures and deliver the
right customer experiences.
Ed Shepherdson, senior
vice president, customer
success, at Ottawa-based
Coveo Insight Solutions,
says that cultural and
regulatory issues mean
many companies are so
siloed they cannot address
these new paradigms.
However, with the
right backing from senior
management, there are
technologies that can help
overcome those issues,
he says. ‘The ability for
multiple business lines to
have contextually relevant
content available to make
informed decisions is
at the core of customer
centricity,’ he explains.
‘That requires sharing of
information across multiple
silos and organisations – the
technological matrix needs
to be connected.’
Shepherdson refers to
a process called the

»
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‘customer journey’, which
is a framework aimed at
ensuring that all those
different customer touch
points are joined up.
But technology is just an
enabler. ‘The only way for an
organisation to do this is to
create a cultural awareness,
from senior management
down,’ he adds.
So how can finance
professionals help enhance
customer centricity? Dawn
Easeman FCCA, group head
of finance at insurance
company Rock Services,
agrees that customer
centricity is about making
the most of your customers
by satisfying as many of
their needs as possible

adoption is faster than ever,
consumer expectations
are changing constantly,
and new segments and
demographics are entering
the marketplace. Also,
organisations have to adopt
a shorter-term, test-andlearn approach. That
requires shorter investment
cycles and risks because
some tests don’t work.’
Finance has a major role
in measuring and analysing
data. In collaboration with
other functions such as
sales and marketing, a
balanced set of metrics
should be set up to monitor
and measure customer
value without compromising
financial performance.

would rather look to the
past, because you can’t
argue with it. It is tough for
a marketing manager to deal
with analytics and forecasts,
so they should collaborate
with finance.
‘Finance is used
to dealing with future
scenarios, so let’s adopt that
approach for customers.
That collaboration may
help the marketers get the
resource to do it.’
However, Fader says
that in other organisations
marketers are frustrated:
‘They see customers
as assets but, because
customer value does not
always appear on the
balance sheet, sometimes

▌▌▌‘IT IS TOUGH FOR A MARKETING MANAGER TO
DEAL WITH ANALYTICS AND FORECASTS, SO THEY
SHOULD COLLABORATE WITH FINANCE ON METRICS’
rather than by making the
most of your products.
She says: ‘A lot of time
and effort is spent gaining
new customers. You need to
consider what more you can
do for your current customer
base. One bad experience
can switch a customer’s
loyalty across all products.
Finance professionals need
to gain an understanding
of the operational sides of
a business; they go hand in
hand with the financials. The
customer centricity model
takes this further towards
understanding how the
information we produce as
finance professionals is used
and developed.’
Rachel Barton, managing
director at Accenture
Strategy, says: ‘Customer
centricity means that every
function orients around
the customer, so finance
also needs that mindset.
To be customer-centric,
you need flexibility. Accept
that new technology
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Barton says: ‘The metrics
depend on what outcome
you are seeking, what kind
of customers you deal
with, product lifecycle, etc.
Some organisations create
bespoke metrics around
loyalty and cost to serve;
others are keen on things
like net promoter score and
customer effort score. The
best metrics tie to financial
value as that makes difficult
choices easier to justify.’

Fewer metrics
She recommends focusing
on a small number of
metrics that should be
discussed at board level on
a regular basis.
Fader says finance can
sometimes lead on customer
centricity: ‘Some finance
functions say they need to
account for customer capital
to get a full picture of what
an enterprise is worth.
Customer centricity looks
to the future with concepts
like CLV. Many managers

finance dismisses that
idea. I want everyone to see
customers as tangible assets
on the balance sheets. I
want investors to demand
customer-oriented numbers
to judge how good a firm is.’
Barton agrees with
Easeman that it is just as
important to think about
retaining customers as
acquiring new ones. She
points to the vast research
now available showing
that customer disloyalty
is at an all-time high.
‘Think seriously about your
acquisition and retention
strategy,’ she says. ‘What is
the value case for retention
versus acquisition and
are you balancing funding
across those two? In the
US, we estimated there is
$1.3 trillion of revenue up
for grabs across the whole
US economy because of
customer disloyalty.
‘The board must
discuss metrics that
describe customer loyalty,

satisfaction and the ability
to turn the customer into
a fan with the same level
of importance as other
financial indicators.’

Misleading
Keylock stresses that
financial metrics on their
own can be misleading. ‘As
well as understanding the
value of a customer base,
the role of finance is to get
into more sophisticated
metrics about how it is doing
with customers,’ he says.
‘For example, a business
may have sacrificed
customer engagement for
short-term sales and find
that the loyal customer base
starts to erode. Customer
metrics may show you this
before the financials do.
‘Measure things like
loyalty segmentation.
Attribute sales across
segments to understand
whether you are growing
or retaining your loyal
customers and moving
people up the loyalty ladder,
or losing loyal customers.
Segmenting customers
according to their needs is
also important in this.’
Finally Shepherdson
says finance can have a
significant role in identifying
the cost of inefficiencies in
the customer journey – for
example, in a bank, the cost
of the mortgage department
not sharing information with
the credit card function.
‘We see cost of sales,
but I have never seen a
measurement of the cost
of marketing overlap
to a customer from six
different business units,’
he says. ‘Finance can
calculate customer-oriented
metrics in terms of the
relationships between
different business lines. The
costs are significant and an
organisation that catches on
to this will do well.’ ■
Tim Cooper, journalist
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The purpose of the
statement of profit or
loss and other
comprehensive
income (OCI)
is to show an
entity’s financial
performance in a
way that is useful
to a wide range of
users so they may
attempt to assess
the future net cash
inflows of an entity.
The statement should be
classified and aggregated
in a manner that makes
it understandable and
comparable.
International Financial
Reporting Standards (IFRS)
currently require that the
statement be presented as
either one statement, being
a combined statement of
profit or loss and other
comprehensive income,
or two statements, being
the statement of profit or
loss and the statement
of other comprehensive
income. An entity has to
show separately in OCI,
those items which would
be reclassified (recycled)
to profit or loss and those
items which would never

Profit, loss and OCI
Graham Holt explains what differentiates profit or loss from other
comprehensive income and where items should be presented

those items
of income or
expense that are
recognised in OCI as
required or permitted
by IFRS. Reclassification
adjustments are amounts
recycled to profit or loss
in the current period that
were recognised in OCI
in the current or previous
periods. An example of
items recognised in OCI that
may be reclassified to profit
or loss are foreign currency
gains on the disposal of

gains and
losses on a
defined benefit
plan under IAS 19,
Employee Benefits.
However, there is a
general lack of agreement
about which items should be
presented in profit or loss

▌▌▌THE LACK OF A CONSISTENT BASIS FOR
DETERMINING HOW ITEMS SHOULD BE PRESENTED
HAS LED TO AN INCONSISTENT USE OF OCI IN IFRS
be reclassified (recycled) to
profit or loss. The related
tax effects have to be
allocated to these sections.
Profit or loss includes all
items of income or expense
(including reclassification
adjustments) except

49

a foreign operation and
realised gains or losses on
cashflow hedges. Those
items that may not be
reclassified are changes in
a revaluation surplus under
IAS 16, Property, Plant and
Equipment, and actuarial

and in OCI. The interaction
between profit or loss and
OCI is unclear, especially
the notion of reclassification
and when or which OCI
items should be reclassified.
A common
misunderstanding is

that the distinction is
based on realised versus
unrealised gains. This lack
of a consistent basis for
determining how items
should be presented has
led to an inconsistent use
of OCI in IFRS. It may be
difficult to deal with OCI on
a conceptual level since the
International Accounting
Standards Board (IASB) is
finding it difficult to find
a sound conceptual basis.
However, there is urgent
need for some guidance
around this issue.
Opinions vary, but there
is a feeling that OCI has
become a ‘dumping ground’
for anything controversial
because of a lack of clear

»
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definition of what should be
included in the statement.
Many users are thought to
ignore OCI as the changes
reported are not caused by
the operating flows used for
predictive purposes.
Financial performance
is not defined in the
Conceptual Framework, but
could be viewed as reflecting
the value the entity has
generated in the period
and this can be assessed
from other elements of the
financial statements and
not just the statement of
comprehensive income.
Examples would be the
statement of cashflows
and disclosures relating
to operating segments.
The presentation in profit
or loss and OCI should
allow a user to depict
financial performance,
including the amount,
timing and uncertainty
of the entity’s future net
cash inflows and how
efficiently and effectively
the entity’s management
have discharged their duties
regarding the resources of
the entity.
There are several
arguments for and
against reclassification. If
reclassification ceased, there
would be no need to define
profit or loss, or any other
total or subtotal in profit or
loss, and any presentation
decisions can be left to
specific IFRSs. It is argued
that reclassification protects
the integrity of profit or
loss and provides users with
relevant information about
a transaction that occurred
in the period. Additionally, it
can improve comparability
where IFRS permits similar
items to be recognised in
either profit or loss or OCI.
Those against
reclassification argue that
the recycled amounts
add to the complexity of
financial reporting, may lead
to earnings management,
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▌▌▌THE LOGIC FOR OCI WAS THAT IT KEPT INCOMERELEVANT ITEMS THAT POSSESSED LOW RELIABILITY
FROM CONTAMINATING THE EARNINGS NUMBER
and the reclassification
adjustments may not meet
the definitions of income
or expense in the period as
the change in the asset or
liability may have occurred
in a previous period.
The original logic
for OCI was that it kept
income-relevant items that
possessed low reliability
from contaminating the
earnings number. Markets
rely on profit or loss and
it is widely used. The OCI
figure is crucial because
it can distort common
valuation techniques used
by investors, such as the
price/earnings ratio. Thus,
profit or loss needs to
contain all information
relevant to investors. Misuse
of OCI would undermine
the credibility of net
income. The use of OCI
as a temporary holding
for cashflow hedging
instruments and foreign

currency translation is
non-controversial.
However, other
treatments such as the
policy of IFRS 9 to allow
value changes in equity
investments to go through
OCI, are not accepted
universally.
US GAAP will require
value changes in all equity
investments to go through
profit or loss. Accounting
for actuarial gains and
losses on defined benefit
schemes are presented
through OCI and certain
large US corporations have
been hit hard with the losses
incurred on these schemes.
The presentation of these
items in OCI would have
made no difference to the
ultimate settled liability, but
if they had been presented
in profit or loss the problem
may have been dealt with
earlier. An assumption that
an unrealised loss has little

effect on the business is an
incorrect one.
The discussion paper
on the Conceptual
Framework considers three
approaches to profit or loss
and reclassification. The
first approach prohibits
reclassification. The other
approaches, the narrow and
broad approaches, require
or permit reclassification.
The narrow approach
allows recognition
in OCI for bridging
items or mismatched
remeasurements, while
the broad approach
has an additional
category of ‘transitory
measurements’ (for
example, remeasurement of
a defined benefit obligation),
which would allow the
IASB greater flexibility.
The narrow approach
significantly restricts the
types of items that would be
eligible to be presented in
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OCI and gives the IASB little
discretion when developing
or amending IFRSs.
A bridging item arises
where the IASB determines
that the statement of
comprehensive income
would communicate more
relevant information about
financial performance if
profit or loss reflected a
different measurement
basis from that reflected in
the statement of financial
position. For example,
if a debt instrument is
measured at fair value in
the statement of financial
position, but is recognised
in profit or loss using
amortised cost, then
amounts previously reported
in OCI should be reclassified
into profit or loss on
impairment or disposal of
the debt instrument.
The IASB argues that
this is consistent with
the amounts that would
be recognised in profit or
loss if the debt instrument
were to be measured at
amortised cost.
A mismatched
remeasurement arises
where an item of income or
expense represents an
economic phenomenon
so incompletely that
presenting that item
in profit or loss would
provide information that has
little relevance in assessing
the entity’s financial
performance. An example
of this is when a derivative
is used to hedge a forecast
transaction; changes in the
fair value of the derivative
may arise before the
income or expense
resulting from the
forecast transaction.
The argument is that
before the results of
the derivative and the
hedged item can be
matched together, any
gains or losses resulting
from the remeasurement
of the derivative, to the

extent that the hedge is
effective and qualifies
for hedge accounting,
should be reported in OCI.
Subsequently those gains
or losses are reclassified
into profit or loss when the
forecast transaction affects
profit or loss. This allows
users to see the results of
the hedging relationship.
The IASB’s preliminary
view is that any requirement
to present a profit or loss
total or subtotal could
also result in some items
being reclassified. The
commonly suggested
attributes for differentiation
between profit or loss and
OCI (realised/unrealised,
frequency of occurrence,
operating/nonoperating,
measurement
certainty/
uncertainty,
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realisation in the short/
long-term or outside
management control) are
difficult to distil into a set of
principles.
Therefore, the IASB
is suggesting two broad
principles, namely:
1 Profit or loss provides
the primary source of
information about the
return an entity has
made on its economic
resources in a period.
2 To support profit or loss,
OCI should only be used
if it makes profit or loss
more relevant.
The IASB feels that changes
in cost-based measures
and gains or losses
resulting from initial
recognition should
not be presented
in OCI and that
the results of
transactions,
consumption and
impairments of assets
and fulfilment of liabilities
should be recognised in
profit or loss in the period
in which they occur. As
a performance measure,
profit or loss is more used,
although there are a number
of other performance
measures derived from
the statement of profit
or loss and OCI. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department
at Manchester
Metropolitan
University
Business School

FOR MORE INFORMATION:

Speech by Hans Hoogervorst: ‘Defining Profit or Loss and
OCI... can it be done?’: http://tinyurl.com/orl28bf
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Thailand puts tax faith in clusters
In moving away from easy incentives for foreign investment, Thailand is instead targeting
businesses that add value and can spring the country from the middle-income trap
As the country looks to
move away from low-cost,
low-value, environmentally
damaging manufacturing
industries and towards
those that might foster a
sustainable, knowledgebased economy, Thailand’s
Board of Investment
(BOI) has drawn up a new
investment promotion policy
that will come into effect in
January 2015.
Under the old system of
promotions, implemented in
1993, Thailand was divided
into three geographical
zones. Those provinces
furthest from Bangkok
received the biggest tax and
non-tax incentives: corporate
income tax (CIT) exemption
of up to eight years plus
another five years at 50%.
The new plan looks to
shift the focus of investment
promotion to 10 target
industries, including
infrastructure and logistics,
medical and scientific
equipment, renewable
energy and environmental
services, hospitality and
wellness, and the country’s
growing automotive industry.
Within these industries,
about 100 activities will be
eligible for a CIT exemption
of three to eight years.
Roughly 32 activities
deemed the most important,
such as green energy and
R&D, will receive maximum
benefits, with the rest
getting fewer tax breaks.
Another 30 activities
will be given import duty
exemption on machinery
and raw materials as well
as other non-tax incentives.
Also, incentives will be
given to new regional
industry clusters in areas
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such as food processing,
fashion, entertainment and
aerospace. Depending on
the industry and activity,
companies will be eligible
for a maximum CIT
exemption of eight years,
according to the BOI.
It is a dramatic overhaul
of Thailand’s investment
policy, but reaction
from investors has been
relatively muted, say tax
and legal experts. Yupa

which could conceivably take
them tax-free through to
2022 or 2023.
However, concerns
about the winners and
losers in this new system,
such as the Exit Group,
remain. The losers include
low value-added, lowtechnology, polluting and
energy-intensive processes
from deep sea fishery to
chemicals and pesticide
manufacturing companies.

past corruption charges
causing outrage. As long
as the list of favoured
industries remains a
draft, there is a degree of
uncertainty for investors.
Eder warns that the
uncertainty combined with a
geographic imbalance may
cause serious difficulties:
‘The new guidelines will
abolish all three investment
zones and, as a result,
remote areas will face

▌▌▌‘RESPONSIBLE AND FURTHER-SIGHTED COMPANIES
AREN’T TOO BOTHERED ABOUT ZERO TAX INCENTIVES.
THEY HAVE OTHER PRIORITIES WHEN CHOOSING A BASE’
Wichitkraisorn, tax market
segment leader at EY
Thailand, says most of her
firm’s clients are certainly
interested in the changes,
but ‘not concerned’ for the
time being.

Give us a break
Meanwhile, Thavorn
Rujivanarom, lead tax
partner at PwC for Thailand
tax and legal services, says:
‘Local investors who would
be detrimentally affected by
the changes are approaching
the Board of Investment to
present the need to continue
the current incentives or
receive enhanced incentives
to be competitive and green.’
Another 80 industries
are part of an ‘Exit Group’
that the BOI has indicated
will no longer be in line
for incentives.
Since the incentives will
not be retroactive, investors
will be able to apply for tax
breaks through the current
incentive scheme until 2015,

Ulrich Eder, managing
director of Bangkok-based
law firm Pugnatorius,
views the new policies
with scepticism. ‘Any
modification of a wellproofed and tested system
has to be justified,’ he says.
‘To argue that the new rules
are more beneficial than
the old ones would be an
uphill battle. The number
of promoted activities is
significantly reduced. The
destiny of the so-called Exit
Group is still unclear.’
He also warns investors
‘not to trust too much in
grandfathering rules’ that
protected earlier tax breaks.
While the outline of the
policy and its timeframe are
clear, there is no guarantee
it will unfold on schedule,
especially in the current
political climate in Thailand,
which remains charged, with
a controversial bill granting
former (and exiled) populist
prime minister Thaksin
Shinawatra amnesty over

more intensive competition
with Bangkok itself. That
an unbalanced situation
will be compensated for
by industry clusters might
turn out to be just wishful
thinking. The worst case
would be that the zones
are gone and the clusters
are still on the drawing
boards in the ministries: a
possible nightmare for any
investment decision.’

Uncertainty
Despite this lack of clarity,
for potential investors or
companies operating in
Thailand, the BOI website
is a useful resource
with a comprehensive
selection of policy papers,
announcements and
presentations. The BOI has
offices throughout Thailand
and in China, Japan, South
Korea, Australia, Sweden,
France, Germany and the US.
Experts warn that
investors should allow for
delays in the new incentive

THAILAND | TECHNICAL

53

scheme. ‘The process of
obtaining benefits based on
the new rules is likely to be
more time-consuming until
the BOI officers reviewing
the applications become
more familiar with the
measurables that determine
type and extent of benefit,’
says Rujivanarom.

Change of focus
While there will undoubtedly
be glitches in rolling out
a major new investment
policy, it seems clear that
Thailand must try to attract
investors less by the cost of
labour and easy incentives
(possibly including the new
tax regime) and more by its
attractiveness as a place to
live and work, its strategic
location, and its particular
industry clusters.
‘Companies that are
quite vocal about the
policy changes may be
manufacturers for whom
zero tax is the main reason
for investing in Thailand and
they will probably already be
exploring other countries for
lower/zero tax investments,’
says Wichitkraisorn.
‘Responsible and furthersighted companies aren’t
too bothered about zero tax
incentives. Of course they
would like help setting up
and want to pay as little
tax as possible, but they
have other priorities when
choosing a base for their
operations. These are the
type of companies that
Thailand will be targeting.’
Over the second half of
the 20th century, Thailand
transitioned from a rural
economy to an exportoriented, industrialised
one using a formula found
in many other developing
countries – a young, cheap
labour force and incentives
for foreign investors.
Like other developing
countries from Brazil to
South Africa, however,
Thailand has found it

▲ FASHION FIX

Thailand’s fashion sector is one
of several new regional industry
clusters exempted from corporate
income tax for up to eight years

difficult to take the next step
into the high-income bracket
(defined by the World Bank
as having an annual gross
national income of at least
US$12,616 per capita;
Thailand’s 2012 figure was
US$5,210). The country
has been in the middleincome trap for more than
20 years, battered by the
1997 economic collapse,

recent global recession and
political upheaval at home.
With any edge it had
in cheap labour lost long
ago to neighbours such as
Myanmar, Cambodia and
Vietnam, Thailand must
now plot a sustainable and

buoyant economic course.
Only time will tell if the
country’s new investment
policy tax incentive scheme
will be any help. ■
Thomas Maresca, journalist
based in Bangkok
FOR MORE INFORMATION:

Thailand Board of Investment: www.boi.go.th
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Technical update
A monthly round-up of the latest
developments in financial reporting, audit,
taxation and legislation from the European
Union, the OECD and elsewhere

EUROPEAN UNION
EU VAT
ADMINISTRATIONS

Detailed reports have been
released by the European
Commission which say
how European Union (EU)
VAT fraud controls need
improving, notably by an
automatic exchange of VAT
information between all 28
member states. The reports
also recommend solutions
such as joint audits, better
cooperation with nonEU countries and more
resources for VAT officials.
The first report says
VAT administrations need
improving, with detailed
recommendations being
made for specific countries.
See: http://tinyurl.com/
oyuzmm7
And a second report
assesses how effectively
existing administrative
cooperation systems and
other powers are being used
to fight EU VAT fraud. See:
http://tinyurl.com/olk7bho

MARKET MANIPULATION
JAIL LAW
The European Parliament
has approved a proposed
directive that would impose
minimum four-year jail

ACCOUNTING AND BUSINESS

sentences for serious
insider dealing and market
manipulation offences in EU
member states. The law
would also impose at least
two years’ jail for unlawful
disclosure of information,
aiding and abetting
insider traders and market
manipulators.
The rules, said a
parliament note, ‘aim to
restore confidence in the
EU’s financial markets
and improve investor
protection’. They must also
be approved by the EU
Council of Ministers to come
into force.
For more details, visit:
http://tinyurl.com/pnt8gg7

ANTI-FRAUD TRAINING
FUNDING

A new EU spending
programme offering funds
to subsidise anti-fraud
training projects has been
approved by the European
Parliament.
This revamped EU
Hercules programme,
which also funds anti-fraud
technology purchases, has
€104.9m in financing to
offer relevant independent
projects until 2020.
More at: http://tinyurl.
com/orjrow3

BRUSSELS RELEASES
CORRUPTION DOSSIERS

Detailed reports on
the kind of corruption
that is occurring in EU
member states have been
released by the European
Commission.
It estimates that graft
costs the EU economy
€120bn a year. The report
does not make panEuropean anti-corruption
reform proposals, but
detailed country-based
recommendations, for
instance, proposing that
Greece boosts the authority
of its national anticorruption coordinator.
More at: http://tinyurl.
com/qxh2f88

VAT FRAUD
COOPERATION TALKS

The European Commission
has launched talks with
Russia and Norway to
strike agreements on
cooperation between their
and EU customs and tax
officials to help fight crossborder VAT fraud.
The objective, according
to a Brussels note, would
be ‘helping each country
recover the VAT it is due’.
More information at:
http://tinyurl.com/qa8axqc

IFRS IMPLEMENTATION
REVIEW BEGINS

The European Commission
is to carry out an evaluation
of EU regulation (EC) No
1606/2002 that says EU
listed companies must
use International Financial
Reporting Standards
(IFRS) to produce their
consolidated accounts.
Brussels will look at
how this commitment is
being implemented across
the EU. It will draw on the
recommendations made to
the EU Council of Ministers
last November by Philippe
Maystadt, the special
adviser to the European
Financial Reporting Advisory
Group (EFRAG).
More at: http://tinyurl.
com/n86uzjs

VAT FORUM PILOT
EXTENDED

The European Commission
has extended for a year a
pilot project to boost legal
certainty for small-andmedium-sized businesses
in VAT transactions made
across EU states.
It involves member states
giving an advance opinion
on how such business
should attract VAT. Belgium,
Britain, Cyprus, Estonia,
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◄ NORDIC TALKS

The European Commission
is seeking to fight crossborder VAT fraud in Norway

Finland, France, Hungary,
Latvia, Lithuania, Malta,
the Netherlands, Portugal,
Slovenia and Spain are
involved in the project.
More at: http://tinyurl.
com/pgokgl6
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OECD
SINGLE STANDARD FOR
AUTOMATIC TIE

The Organisation for
Economic Cooperation
and Development (OECD)
has released a new single
global standard for the
automatic exchange of
information between tax
authorities.
The global standard sets
out the financial account
information that should
be exchanged; financial
institutions that need to
make reports; and the
different types of accounts
and taxpayers covered.
In addition, the standard
details the common due
diligence procedures
that must be followed by
financial institutions.
For details, see: http://
tinyurl.com/q6c8tm5 ■

ERODED TRUST
The legacy of the financial crisis is low growth, high
unemployment, and a devastating problem with trust
over financial reporting and business ethics, OECD
secretary-general Angel Gurría has said. Speaking on
a Brussels panel about the international cooperation
to tackle tax evasion, he said: ‘Trust that we have been
growing for many years has been broken between
people and their ministers, presidents, companies,
banking systems, international organisations.’
Méabh McMahon, journalist based in Brussels

Keith Nuthall, journalist

Your professional
development is
important to us.
So check out ACCA’s learning hub –
My Development to find details of local
face-to-face events, technical articles,
e-learning courses and lots more.
Designed to be the central access point for
all your learning needs, it will help you meet
your CPD requirement as well as gain new
skills and progress in your career.
Visit My Development today at

www.accaglobal.com/cpd
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PEOPLE | THE OVERSEAS MAURITIAN SOCIETY

Giving something back
Helping children in Mauritius to make successes of their lives has been the driving force
behind the setting up of The Overseas Mauritian Society (TOMS) by two ACCA members
While countries across
the world have seen
unseasonably dramatic
weather this winter, such
as the eye-wateringly low
temperatures in North
America, Pajani Singah
FCCA was hoping he wasn’t
going to be affected by the
fierce storms in the UK
during February. On the day
we spoke he was packing
for an Asian trip, hoping
his flight to the Far East
wouldn’t be cancelled.
Even though he has
been living in London for
14 years, Singah’s heart
remains very much on the
island he grew up on, and
having achieved enormous
personal and professional
success himself, he now

▲ PROUD MAURITIANS

devotes part of his time
helping to ensure that
the next generation of
Mauritians can have the
same opportunities as were
afforded to him.
‘I came over [to England]
after my A levels and went
straight into accountancy,’
he says. ‘ACCA has given
me the opportunity to do
what I always wanted to do.
It certainly helps to open
doors. I didn’t originally
plan to stay here, but things
change in 10 years.’
‘I qualified in December
2005. I was working for a
hotel group as assistant
accountant and then I
moved to State Street
Bank,’ he says. Some may
have thought that this role,

Pajani Singah FCCA (left) and Ashwin Jokhoo FCCA,
founders of The Overseas Mauritian Society
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working as a fund accountant
for one of State Street’s
major clients, would have
set Singah’s career up
nicely, but he had always
wanted to work in the fund
management industry and
in 2007 an opportunity
presented itself.
‘It was a start-up hedge
fund in Mayfair, so I jumped
ship,’ he says. ‘I was 24 and
it was a pretty risky and
exciting thing to do.’

Bumpy start
Indeed, the timing, perfectly
coinciding with the global
financial crisis, meant that
Inflection Point Investments
had a rather bumpy start.
‘We had a rough 2008,’
Singah admits, ‘But now
I’m a partner and COO and
we’ve been going for seven
years. We started with $6m
and now we’re at $100m. We
tend to specialise in picking
small-growth companies,
run by smart entrepreneurs,
that have the potential to
go up 10 times or more. It’s
been just three of us for the
last seven years, but recently
we hired a fourth person to
join our team.’
With his professional life
in the ascendancy, Singah
became more acutely aware
of how, in order to do your
best in life, you need to
have been given the right
opportunities from an
early age. ‘I wanted to give
something back at home,’
he says. ‘I was lucky enough
to be given an education and
to get to where I am now.’
So Singah and his friend
Ashwin Jokhoo FCCA – they
met when while studying
at Emile Woolf College –
who is a senior manager

at Kingswood Chartered
Accountants, founded TOMS
to help other Mauritians
make successes of their
own lives. As well as aiming
to help underprivileged
children, the charity wants
to promote the Mauritian
brand abroad, and build
networks of professionals
and entrepreneurs worldwide
to exchange ideas and
business opportunities.
‘We were lucky enough
to be given a free education,
so we thought that even if
we could make a difference
to 10 or 20 children, it
would help them break the
cycle of poverty that may
have come about due to an
underprivileged upbringing.’
To start giving something
back, TOMS sponsors a local
project at a centre called La
Maison Coeur-Ecoute (Home
with a Listening Heart),
which aims to reduce poverty
and improve the situation of
underprivileged children by
providing educational and
moral support.

Growing concern
The centre supports an
inclusive and integrated
approach to the education
and social integration of
underprivileged children
of Barkly in Beau Bassin.
It provides breakfast daily
before the children go to
school and ensures that
each of them has got
a packed lunch. ‘It was
started by Marie Jolicoeur,
a teaching assistant,’ says
Singah, ‘and at the start she
had seven children. She now
gives breakfast and lunch to
over 150.’
The centre’s fundamental
belief is that healthy and
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adequate nutrition could
make access to education
easier for children, and
increase their chances
of staying in school.
Consequently, the children
communicate constructively
with others. With better
academic and moral support,
the children learn to respect
differences across all areas,
including philosophical,
religious, physical, cultural,
social and gender.
On Saturdays the centre
also has volunteer teachers
to provide additional
educational support to the
children and other activities
are put on such as sculpture
classes and football.
Singah hopes that TOMS
will be a blueprint for
similar schemes in other
Commonwealth countries.
‘We have put in our own
money and time,’ he says,
‘and this gives us credibility
and helps us channel the
funds directly to where they
are needed. TOMS creates a
good networking for expats
living in the UK. At the
moment we are very small
and hope it will take off in
other countries like France,
Australia and Canada, where
the overseas Mauritian
community is big. I try to go
[to Mauritius] once a year
to visit the centre and we
have other members who go
and if they need anything
specific we try and help.’
Singah and Jokhoo
spread the word of TOMS
and get much needed
funds by hosting events in
London like charity dinners,
sponsored charity runs by
members, and each year
a football tournament on
Wandsworth Common,
where the teams are
made up of Mauritian and
non-Mauritian players. ‘It
gives us the opportunity
to get society here in the
UK involved as well,’ says
Singah. ‘The charity is also
sponsored by Westminster
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▲ FEEDING HEARTS AND MINDS

La Maison Coeur-Ecoute believes that healthy and adequate
nutrition and a constructive education go hand in hand

▲ HELPING THE NEXT GENERATION

The Overseas Mauritian Society helps many children break the
cycle of poverty brought about by factors beyond their control
Wanderers football club
and the club has kindly
donated gear and money
to La Maison Coeur-Ecoute
football initiatives. So we
also do things over here that
help the local community
integrate and the proceeds
go back there.
‘Education is the only
natural resource in Mauritius
and we need to get people to
be more aware of it. Recently
we started a Saturday music
school. A small number of
children, around 10, signed
up, but learning about music,
art and culture on a Saturday
instead of wandering around
the streets might mean
they become an artist one
day, and it will also help
their cultural knowledge.

That’s where our focus is
this year and next. We are
trying to cover the costs of
the equipment and teachers
and so on.’
Ultimately, though,
Singah and Jokhoo’s aim
is to help both the next
generation of Mauritians
as well as the country they
have called home for the last
14 years. ‘We really wanted

to do something for society
as a whole,’ says Singah.
‘Mauritius is a stable country
and has a good education
system, and education is
how society evolves and
gets out of poverty, how
countries transform from
underdeveloped to emerging
to developed economies.’ ■
Beth Holmes, journalist
FOR MORE INFORMATION:

http://theoverseasmauritiansociety.org
www.facebook.com/groups/
theoverseasmauritiansociety
https://twitter.com/OMauritian
Speech by Pajani Singah: http://tinyurl.com/singah1
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Going global
Ramona Dzinkowski talks to BDO International Limited’s chief human capital strategist
Emree Siaroff about the war for talent and the benefits of working for a mid-tier firm

Q: What are some of the
key trends you’re seeing
in terms of accountants
moving between borders?
A: It comes down to any
given country and whatever
processes they have in place
to recognise international
accreditations. It’s certainly
more fluid between common
groups of countries. For
example, if you were to look
at Commonwealth countries
around the world, they have
set up similar structures
and backgrounds, which
makes it a lot easier for a
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The growing demand for
accounting professionals,
the nature of global
business models and
the wide acceptance of
international accounting
standards have greatly
increased the mobility
of accountants around
the world. We speak to
Emree Siaroff, managing
director, human capital,
BDO Canada LLP, and
global head of people at
BDO International Limited,
to gain his views on these
and other critical factors
that influence the ability
to attract and retain
talent, particularly for
mid-tier firms.
Siaroff joined BDO
Canada LLP as managing
director, human capital,
in 2008 and took up his
additional international
role in 2012. BDO
International Limited is
currently the world’s fifth
largest network of public
accountancy firms, providing
advisory services in 144
countries, with more than
56,000 people working out
of 1,264 offices worldwide.

Appointed global head of
people, BDO International
Limited, in addition to his role since
2008 of managing director, human
capital, BDO Canada LLP.

2011

Appointed board member, Canadian
Employee Relocation Council.

2008

Appointed managing director, human
capital, BDO Canada.

2001-2008

Xstrata Nickel (formerly Falconbridge
and Noranda).

1999-2001

Director, human resources, the Mibro Group.

1992-1999

Human resources manager, Hudson’s
Bay Company.

1992

Certificate in Human Resources
Management.

1991

Graduated with BA from University of
Western Ontario.

person to move from one
to the other. You see a lot
of movement by Australians,
South Africans, British and
Americans. And again, those
cultures tend to be looking
for experiences abroad.
Q: Where do you see
the most opportunities
internationally for
mid-tier firms?
A: In general, there are great
opportunities globally for
people in this industry. That
said, I think the biggest
growth we’re seeing right

now is in Asia Pacific as
our profession follows the
rise and fall of business
in general.
It’s also a function
of demographics on a
country-by-country basis.
In Canada, for example, if
you compare the number of
people turning 65 with the
number of people coming
out of schools, there isn’t
enough talent emerging to
meet workforce demands.
Similarly, in countries like
Japan, Germany, France,
Britain, the US and Canada,

there are ageing populations
where increasing numbers
of retirees will increase
workforce demand. Much
of it is pure demographics
creating greater demand.
Q: What sort of training and
talent will you be looking
for in the future?
A: I see the technical
requirements as the ‘given
that you need to get in
the door’, but not at the
expense of ‘soft’ skills. We
will therefore be looking for
individuals who are able
to provide more holistic
critical thinking and advice.
If you are a student thinking
about the type of education
you will need, my advice
would be to make sure you
nail down the technical
aspects but also ensure
that you’re sharpening your
thought processes, your
interpersonal skills and your
ability to communicate and
to give presentations – don’t
just look at the numbers,
but look at what the
numbers mean, and be able
to give advice and insight.
I also think technology is
key. A lot of people entering
the workforce now are
technologically savvy and
we can’t underestimate how
important that is in our
profession as well.
Q: What do mid-tier firms
offer accountants?
A: What we offer are the
expertise and resources
of a national firm or an
international network but
with a service level that’s
more personal, like a local
firm. That means that an
individual who comes to
work for BDO can build
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close relationships with
their clients, building on
extensive knowledge of
their businesses, as well
as with partners and other
staff. This makes a distinct
impact: smaller client
service teams, smaller
staff-to-partner ratios
and a more supportive
environment.
I think you also have
a better chance of being
acknowledged for the work
you do by your peers,
partners and clients. So,
again, I think we offer the
resources of a big firm but
the personalised attention
and guidance offered by a
smaller boutique practice.
Q: When sourcing talent
internationally, what
characteristics are you
looking for that might
differ from what the Big
Four want?
A: We offer an environment
where starters are going to
get more exposure to clients
and be part of smaller
teams. That means we need
people who are extremely
well rounded in their skill
set. Clearly, if you don’t
have the requisite technical
knowledge, you’re not even
at the table in terms of an
opportunity – that’s kind of
a given.
What we’re then looking
for beyond that – and I
can speak specifically here
for BDO – is individuals
who have the ability to
communicate, interact
and think on their feet
because they are more than
backroom staff focused on
crunching numbers. They’ve
got to be able to work
closely with their partners
and team members and to
think holistically about the
client’s business and needs.
At BDO you get a lot more
exposure and are expected
to be a self-starter, so you
need to have the skills to
handle that.

»
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Q: What career experiences
are accountants looking for
today compared with 10
years ago?
A: Everybody is unique in
what they’re looking for,
but if I was to take a broad
brush to this, I think new
accountants are looking for
greater responsibility earlier
in their careers.
Historically, the career
model was more about
putting your time in. When
you did that, you could
then be promoted and
ultimately get those broader
experiences.
In my view, people
entering the accounting
profession today are looking
for more, earlier on –
more responsibility, more
interesting things to work on
and more exposure, such as
you get in firms like BDO.
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▌▌▌PEOPLE ENTERING THE PROFESSION TODAY ARE
LOOKING FOR MORE, EARLIER – MORE RESPONSIBILITY,
MORE INTERESTING WORK AND MORE EXPOSURE
Q: What are the biggest
challenges in your role?
A: The war for talent. It’s
only going to get stronger
as the economy gets
stronger. We’re consistently
looking for people so,
again, the big challenge is
demographics and numbers.
On top of that, there’s the
challenge of finding people
who have the skills that
will allow them to interact
effectively with their clients.
There’s another challenge
as well in terms of getting
people interested in the
profession. In my view, over
the last few years students

have been shying away from
accountancy or looking at
other areas, such as finance
related to banking and
investment banking. That’s
what’s keeping me up at
night – how to stay on top
of that war for talent and
stimulate interest in our
profession going forward.
Q: What’s your strategy for
winning the talent war?
A: The obvious answer is
to create awareness of
the value and career benefits
of working in a mid-tier firm
as opposed to a boutique or
much larger entity.

Perhaps not all the
students and individuals
in the industry have a
true understanding of
the value that a member
firm of a network like BDO
can bring to them in terms
of the exposure, experience
and career progression.
That’s one of the reasons
why we’re talking today – to
get the word out that midtier firms, and particularly
BDO, are really a great place
to work. ■
Ramona Dzinkowski is an
economist and business
journalist
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Promoting quality, meeting needs
The evolution of ACCA’s examination
structure reflects changes in the
professional, vocational and educational
landscape, says Alistair Gilbert

Since ACCA exams were
first formalised in 1918,
the TV, personal computer,
mobile phone and internet
have all appeared on the
global landscape. As
these have evolved, the
same could be said of the
ACCA Qualification, which
has changed throughout
the years in order to stay
relevant, up to date and
compliant with standards.
‘It is essential to ensure
the ACCA Qualification
reflects what the market
needs in terms of creating
newly qualified finance
professionals,’ explains
Catherine Edwards, ACCA’s

director of qualifications.
‘ACCA has always assessed
the Qualification, updating
it where necessary to stay
relevant, and will continue to
do so.’
One of the more
significant structural
changes occurred in 1998
when ACCA launched
computer-based exams
(CBEs). Currently,
seven papers within the
Foundation-level exams
and the Knowledge module
(F1-F3) exams of the ACCA
qualification are available
as CBEs. In 2013 alone,
112,315 exams were taken
by this format, and ACCA

is working to transition
more of its exams to CBE
to better reflect how finance
professionals work today.

Greater flexibility
On-demand CBE
assessments allow for
greater flexibility in exam
delivery and the format
in which questions are
delivered is more in line with
the candidates’ experience
of tasks undertaken at
work, using IT and other
applications.
The F4 (Corporate and
Business Law) examination
will undergo significant
changes from December
2014, including the
introduction of new question
formats for all variants,
while the Global and English
variants will be added to
those available through
CBE assessment.
Additionally, the
Fundamental Skills
exams (F5-F9) will see
format changes made
this year. These exams
now incorporate multiplechoice questions (MCQs),
allowing ACCA to assess
the full breadth of the
syllabus in every exam. The
more traditional longer,
written, question types will
continue to examine the key
objectives of the subject.
A belief among some
ACCA members is that the
increase in membership
numbers must mean that
exams have become easier,
and that the introduction
of more CBE assessment
will only enhance this belief.
However, the evidence
dispels both these myths.

The ACCA Qualification
is placed on a number of
education frameworks at
Masters Level, assuring
the standards. In reality,
membership is increasing
because more students
are turning to ACCA as the
qualification of choice.
Furthermore, analysis shows
that pass rates do not vary
significantly between CBE
and paper-based equivalents.
‘I think the concern most
people have regarding CBEs
is that they think they are
only using MCQs; however,
this is not the case for
ACCA,’ says Edwards. ‘We
are not planning to remove
longer questions from the
Skills exams, even though
our analysis shows that MCQ
format does not actually
make the exams easier.’
As expected, ACCA has
an established approach to
exam development which
will ensure maintained
levels of rigour across the
qualification. A key part of
this is the pre-testing of
the new exam format. This
process involves subject
matter experts, including
ACCA members, refining
and calibrating questions to
ensure the new exam formats
remain fit-for-purpose and
equivalent to the exams that
are known and respected
globally today.
The message is clear.
The ACCA exams may evolve
over time, but the same
quality-assured qualification
remains constant. ■
Alistair Gilbert is marketing
promotions executive
at ACCA
FOR MORE INFORMATION:

ACCA Qualification Student Journey:
www.accaglobal/ab69
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Faith in recovery at highest in years
Finance professionals are less optimistic about their own business prospects – although
2014 expected to be last year of recovery, with fundamentals improving on the ground

Confidence in the strength
of the economic recovery is
at its strongest than at any
time over the past five years,
according to the Global
Economic Conditions Survey
(GECS), conducted by ACCA
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and Institute of Management
Accountants. The world’s
largest regular economic
survey of accounting
professionals revealed that,
in the last quarter of 2013,
55% believed conditions
were improving or about to
do so, up from 53% in Q3.
However, when it came
to the prospects of their
own organisations, 35%
of finance professionals
reported a loss of business
confidence (32% in Q3).
Manos Schizas (pictured),
senior economic analyst at
ACCA, said: ‘At the global
level, Q4 may not have seen a
surge in business confidence,
but its quality of confidence

was improved somewhat,
by becoming more closely
aligned to actual business
opportunities and less reliant
on a consistent supply of
growth capital.’
Regionally, the strongest
confidence gains in Q4
came from Ireland, after the
country’s bailout and fiscal
adjustment programme
ended, as well as a strong
return to the capital markets.
The United Arab Emirates
had the most optimistic
economy in Q4, thanks to
Expo 2020. Meanwhile falling
business confidence put
Africa in negative territory
amid further exchange rate
destabilisation and shattered

expectations of recovery for
national economies.
US businesses saw a
major jump in investment
and jobs in Q4, but fallout
from the government
shutdown still dampened the
mood of US accountants.
In Australia, investment
remained strong in what is
viewed as a safe haven for
the wider region – although
60% of respondents believed
economic conditions were
deteriorating or stagnating.
Business opportunities
are untapped in India as
flows of funds reverse and
financial instability looms.
Download the GECS at
www.accaglobal/ab68. ■

THINGS
work
beTTer
wHeN
THey are
compleTe

This applies to accountants too. ACCA
accountants are complete finance professionals
– thoroughly trained in all areas of business
and finance including strategy and innovation,
leadership and management, reporting,
professionalism and ethics, taxation and audit.
ACCA develops ‘business ready’ finance
professionals who can help grow your business.

Find out more at
accaglobal.com/complete
The global body for
professional accountants
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Council meets in Dubai
Special Middle East and South Asia edition of Accounting and
Business produced to mark ACCA Council annual meeting
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50%

Percentage
of
employers
that consider ACCA to
be the leading global
accountancy body by
reputation, influence and
size. Find out more in our
member benefits video
at www.accaglobal.com/
memberbenefits

ABOUT
ACCA
ACCA is the global
body for professional
accountants.
We aim to offer
business-relevant,
first-choice
qualifications
to people of
application, ability
and ambition around
the world who seek a
rewarding career in
accountancy, finance
and management.
We support our
162,000 members
and 428,000
students throughout
their careers,
providing services
through a network
of 89 offices and
active centres.
www.accaglobal.com
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As this edition was going
to press ACCA’s Council
of senior members
was holding its annual
meeting in Dubai, along
with additional meetings
in Bangladesh, Oman,
Pakistan and Sri Lanka.
To mark the meeting,
a Middle East and South
Asia special edition of
Accounting and Business
has been produced, packed
with articles. One, on how
a career in finance can be a
springboard to boardroom
success for women in
business, is reproduced
here, starting on page 16.
We will report from the
Council meeting in the
next edition. You can read
the whole special edition
publication online at
www.accaglobal.com/ab

Visitors to ACCA’s website will be able to see content
tailored to their geographic location as a result of a
programme of improvements.
In common with other leading global organisations,
ACCA’s website now uses technology that detects
which country each visitor is viewing the website from,
and presents the content most relevant to them.
Colin Watt, ACCA’s head of web channels, said:
‘This means you will now see one clean and consistent
look across our website, which will benefit from
improved layout and navigation.’
Visitors will be able to change their view of the
website by clicking on the list of countries in the top
right-hand corner of the website.
The project is expected to be completed by the end
of April.

RECORD EXAMS SUCCESS
A record number of students successfully completed
their final ACCA exams in December 2013.
Almost 195,000 candidates took over 357,000
papers around the world, with another 57,000
students sitting computer-based exams.
A total of 7,980 students are now able to take the
next step to membership once they have satisfied their
practical experience and ethics requirements.
Pass rates at the Professional level remained
constant overall. Pass rates across the Skills module
(F4 to F9) of the ACCA Qualification fell overall,
although results in F4, Corporate and Business Law,
improved over the previous session.
A total of 8,455 students became eligible for the
Advanced Diploma in Accounting and Business on
completion of their Professional Ethics module.

KALLMAN HONOURED
ACCA has recognised James Kallman, global head of
human rights for Mazars, for his contributions to the
industry at the ACCA Achievement Awards ceremony at
the Four Seasons Hotel in the Indonesian capital, Jakarta.
The award recognises individuals who have made an
outstanding contribution to developing the profession
and whose efforts reflect ACCA’s core values.

Get up to speed
in record time,
and get back to
doing what you
do best: growing
your business.
Annual Update for the Accountant
in Industry & Commerce 2014
13 convenient dates and locations
Running over 2 days, this intensive update will provide you with a comprehensive summary of
the key issues in tax, financial reporting and company law that you need to know for 2014/15.
Each session features practical advice and real life examples to ensure you are prepared for the
everyday compliance challenges facing your business. That’s why over 600 people every year
rely on this course to keep them up to date on changes of vital importance to their business.
With hundreds of pages of detailed and genuinely useful take-home notes, expert speakers,
12 hours CPD, and networking in a relaxed and stimulating environment, this two-day course
will get you up to speed in record time.

Register now, because you’ve got better things to do than worry about CPD.
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Visit www.cch.co.uk/aic for details and to book your place,
email cch@wolterskluwer.co.uk or call 0844 561 8166
CCH is a trading name of Wolters Kluwer. Registered in England and Wales, No 450650. Registered Office: 145 London Road, Kingston upon Thames, Surrey KT2 6SR.
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CPD

Get verifiable cpd
units by reading
technical articles

AB

THE MAGAZINE FOR FINANCE PROFESSIONALS

ACCOUNTING AND BUSINESS 04/2014

CLONE ZONE

BATTLING CYBERCRIME: THE SKIMMER FRAUD EPIDEMIC

WAR FOR TALENT

INTERVIEW: BDO INTERNATIONAL’S CHIEF HUMAN CAPITAL STRATEGIST
TURKEY THE SHIFT TO IFRS
BOTSWANA PUBLIC FINANCE MANAGEMENT REFORM
CAREERS WHERE DO YOU SEE YOURSELF IN 15 YEARS’ TIME?

AB

ACCOUNTING AND BUSINESS INTERNATIONAL 04/2014

BRIGHT
FUTURE

WOMEN IN FINANCE IN THE MIDDLE EAST AND SOUTH ASIA

BEST IN CLASS

CFO INTERVIEW: NATURE CONSERVANCY OF CANADA
NIGERIA THE ROAD TO PRIVATISATION
TRADE CHINA HAS THE LATIN AMERICAN DREAM
CPD TECHNICAL PROFIT, LOSS AND OTHER COMPREHENSIVE INCOME

