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ECONOMIES IN MINT CONDITION

The new year has seen a new acronym for us all to get
to grips with. MINT. That’s Mexico, Indonesia, Nigeria
and Turkey. It’s been coined by the economist Jim
O’Neill, who gave us BRIC: Brazil, Russia, India and
China. There will be more on the MINT economies in
future issues. But this month, we focus on two of the
BRIC economies that O’Neill predicted would be taking
their place at the high table of economic success.
China and India, as sort of sibling rivals, have experienced different growth
trajectories. While China’s GDP is predicted to overtake the US by the late
2020s, India has lagged. We ask why this is, beginning on page 16.
With promising predictions for some African countries’ GDP growth, and
indeed the appearance of Nigeria in O’Neill’s MINT list of economies to watch,
the need for more professional accountants on the continent couldn’t be more
urgent. Our main interview this month is with Dr Claudius Williams-Tucker FCCA,
who heads tax, regulatory and people services at KPMG in Sierra Leone (page
12). Sierra Leone is one of the 10 fastest developing economies in the world, he
reports. He explains why he would like his legacy to be more ACCA accountants
qualifying and for them to be ‘the envy of every Sierra Leonean’.
Meanwhile, this month we look in depth at the new International Integrated
Reporting Framework, which was published by the International Integrated
Reporting Council (IIRC) last December.
In particular, we feature an article by Professor Bob Eccles from Harvard
Business School on the investor conundrum (page 36). He is a member of the
IIRC’s steering committee, and co-founder of the Innovating for Sustainability
social movement. See also our columnist Ramona Dzinkowski on the topic (page
20) and ACCA president Martin Turner (page 22). Graham Holt also explains the
framework in his technical CPD article on page 49.
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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NEWS | PICTURES

▼ HIGH HOPES

Greece started its six-month presidency of the
European Union on the 1 January with growth
and employment among its priorities

▼ HEAD OVER HEELS

A man models the new Polaroid XS100i camera
– gadget lovers were in heaven at January’s
Consumer Electronics Show in Las Vegas

▲ SPOT THE DIFFERENCE

Latvians learn to tell counterfeit euro banknotes
from the real thing as Latvia became the
eurozone’s newest member on 1 January 2014
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▲ CALLED TO ACCOUNT

Princess Cristina, youngest daughter of King
Juan Carlos of Spain, has been summoned
to appear in court over fraud charges

▲ NO TO NEW ROMANCE

Facebook has banned new dating adverts
from its website until after Valentine’s Day
due to complaints there were too many

▲ MAKING HISTORY

As Janet Yellen takes over as the next head of
the US Federal Reserve, she becomes the first
woman in the post in its 100-year history

▲ PUTTING IT ON ICE

In anticipation of the 2014 Winter Olympics this month in
Sochi, Ekaterinburg in Russia has unveiled its ‘ice
town’ complete with ice runs, maze and sculptures
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News round-up
This month’s stories include progress on IFRS, bank risk profiling postponed by IT issues,
Vodafone’s fair tax promise, EU mandatory audit rotation, and KPMG’s Link acquisition
IFRS GAP CLOSING

International Financial
Reporting Standards (IFRS)
have become the de facto
global language for financial
reporting, according to the
latest findings from the IFRS
Foundation. Research into
their use in 122 countries
reveals ‘substantial progress’
towards the global adoption
of IFRS. Nearly all the
jurisdictions studied have
publicly committed to IFRS,
and IFRS is already required
for all or most domestic
listed companies in 101 of
the 122 jurisdictions. Michel
Prada, chairman of the
IFRS Foundation Trustees,
said: ‘The vision of global
accounting standards has
been publicly supported

by almost all international
organisations. Twelve years
after the reform of the IASC
and the establishment of
the IFRS Foundation and
the IASB, we now have firm
evidence of that vision
becoming a reality.’ See
also ‘The divided don’t rule’,
page 52.

FRAMEWORK SUPPORT

There has been wide
support for the International
Integrated Reporting
Framework, which was
launched in December.
City of London Lord
Mayor Fiona Woolf said
that the framework ‘is
underpinned by a new
vision for how business
goes about business. It is

TRENDS

a catalyst that can bring
about profound changes
in business and investor
behaviours.’ Jeremy Osborn,
of EY’s climate change
and sustainability services,
described the framework as
‘a major milestone in the
development of corporate
reporting’ that ‘will lay
strong foundations for
sustainable capitalism’.
And Larry Bradley, global
head of audit at KPMG
International, said: ‘It is
time to move business
reporting beyond merely
a discussion of past
financial performance.’
The framework was also
strongly welcomed by PwC
and Deloitte. See articles on
pages 20, 22, 36 and 49.

ANTI-GREENWASH CFOs

Accounting for Sustainability
has formed the European
CFO Leadership Network
to put sustainability at
the heart of corporate
decision-making. Network
members include the CFOs
of Sainsbury, Unilever,
Danone and Walmart
EMEA. Sainsbury CFO John
Rogers, who is co-chair of
the network, said that it
was ‘of vital importance to
bring sustainability issues
into the heart of corporate
governance and accounting’.
He added: ‘What used to be
seen as greenwash needs
to become as natural to
company finance teams as
it is to CR departments or
even NGOs.’

TOP THREE SHAKEUP FOR GLOBAL GDP LEAGUE

China will overtake the US in 2028 as the world’s largest economy, according to the
Centre for Economics and Business Research’s World Economic League Table. India
will overtake Japan in the same year to become the world’s third largest economy. As the Indian economy will then
be only a fifth of the size of the next largest economy, it is unlikely to change positions again for a very long time
despite favourable demographics and growth (see feature on page 16).

China
Japan

$8,939bn
$5,007bn

$33,513bn

China

$32,241bn

US
India

$6,560bn
$6,415bn

$3,593bn

Japan

France

$2,739bn

Brazil

$5,143bn

UK

$2,649bn

Germany

$4,398bn

Brazil

$2,190bn

UK

$4,305bn

Russia

$2,118bn

Russia

$4,125bn

Italy

$2,070bn

Mexico

$3,697bn

Canada

$1,825bn

Canada

$3,677bn

India

$1,758bn

Korea

$3,490bn

Australia

$1,488bn

Turkey

$3,461bn
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ROUND-UP | NEWS

KPMG reported 3.7% growth
in global revenues in the
year ending September
2013, driven by strong
performances from its audit,
tax and advisory divisions.
The strongest growth was
recorded in the Americas,
where revenues rose by
6.7%. Advisory revenues
rose globally by 6.5% and
tax by 4.2%. The firm hired
45,000 people in the year,
adding an extra 3,000
partners and staff, bringing
total partners and staff to a
record 155,000.

IT DELAYS PROFILING

Regulatory assessments of
risk exposure at the world’s
largest banks have been
delayed by weaknesses
in banks’ IT systems. The
Basel Committee of banking
regulators from 27 countries
is attempting to compare
risk profiles of the major
banks and had intended
to complete the process
by the end of next year.
However, the committee
said it was now clear that
IT systems at 10 of the 30
largest banks cannot provide
the necessary aggregated
information. Despite
the problem, the Basel
Committee will now extend
its focus to mid-tier banks.

PwC/BOOZ MERGER

Partners in consulting
firm Booz & Company
have approved its merger
with PwC. The transaction
is expected to conclude
in March. PwC said the
merger will give it a more
comprehensive consultancy
service, covering strategy
development through
to execution. Dennis
Nally, chairman of PwC
International, said: ‘The
combination of PwC and
Booz & Company will create
the stand-out professional
services organisation in
the world, working with a

full range of stakeholders
to build trust and solve
important problems from
strategy through execution.’

69% Australia

KPMG has acquired Link
Analytics, a US-based
analysis applications
consultancy. The deal is
intended to assist KPMG’s
capacity to provide data
and analytics services,
providing more support
for clients’ growth plans,
acquisitions, loyalty
schemes and performance
outcomes. ‘Data and
analytics continue to
fundamentally transform
core business processes
and decision-making for
our clients,’ said John
Veihmeyer, chairman and
CEO of KPMG in the US
and chairman of KPMG
International’s Americas
region.

64% UK

EU ROTATION DEAL

An audit reform
compromise has been
agreed by the European
Parliament and EU
member states introducing
mandatory audit rotation
every 10 years. Public
interest entities – such as
banks, insurers and

»
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70% Taiwan
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$370,966
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64% France

$191,039

$176,814

57% Canada
$171,154
70% Hong Kong
$145,943
71% Brazil
$131,761

VODAFONE TAX PLEDGE

Vodafone has pledged its
commitment to country-bycountry taxation and paying
its fair share of taxes. The
telco has now published its
second country-by-country
breakdown of taxes paid and
its economic contributions.
In recent years, Vodafone
has faced criticism by
India’s tax authority, which
has been seeking capital
gains tax payments related
to the company’s acquisition
of Hutchison’s operations in
India in 2007, although the
Indian Supreme Court ruled
in 2012 that the country did
not have the jurisdiction to
levy the tax sought.

$501,919

70% Singapore

ANALYTICS ACQUISITION

84% Mexico
$96,347
59% China
$68,422
86% India
$47,775
78% Malaysia
$38,814
Retirees expecting to leave an inheritance
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LASTING LEGACY

Globally, nearly seven in 10 (69%) retirees
expect to leave an inheritance to their
children, with an average value of nearly
US$150,000. Australian, Singaporean
and UK retirees are the most generous
globally, HSBC research shows. The Future
of Retirement: Life After Work? also found
that a high number of working-age people
expect to live off their inheritance after they
finish working.
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listed companies – will
be permitted to renew
audit tenure no more than
once. Joint audits will be
encouraged and action taken
against perceived conflicts
of interest involving audit
firms, with tax advice by
auditors prohibited and a
cap on audit firms’ provision
of other non-audit services.
See also Technical Update,
page 54.

PAPAL STATE TURNS TO KPMG
KPMG has been appointed by the Vatican to strengthen
its accounting practices and bring them into line
with IFRS. EY had previously been asked to advise on
making the state’s government more transparent, while
McKinsey has been retained to report on modernising
the Vatican’s communications.
Pope Francis is committed to improving the way
the Vatican is managed following the arrest of its
chief accountant, the bishop of Salerno, on fraud
and corruption charges. The Vatican Bank is under
investigation for possible involvement in money laundering.

US AUDIT FIRM WORRY

The US Public Company
Accounting Oversight Board
is concerned about the
risk of conflicts of interest
from the expansion of audit
firms’ consulting arms, its
chairman James Doty has
said. PCAOB is to call in
the Big Four to discuss the
relationship between audit
and consultancy operations.
Doty said of the links: ‘We
simply can’t be unaware
of the implications for
independence, objectivity,
scepticism, audit quality.’

EU AUDIT DATABASE

Audit regulators from
across the EU have set
up a single database to
collate information from
audit firm inspections. The
private database will contain
inspection findings for the
10 largest European audit
networks: PwC, KPMG,
Deloitte, EY, BDO, Grant
Thornton, Nexia, Baker
Tilly, Mazars and Moore
Stephens. The database will
include reviews of selected
audits of listed companies,
banks and insurers, with
the objective of raising the
quality of audits.

JPM FINED $1.7BN

JP Morgan has agreed to
pay a $1.7bn penalty for
failing to spot the Madoff
fraud. The bank avoided
criminal prosecution
under the deal with the
US Attorney’s Office. It
accepted it had failed to

ACCOUNTING AND BUSINESS

operate adequate money
laundering controls and had
failed to file a suspicious
activity report regarding
Bernard Madoff. It will
also pay a further $350m
to the US Office of the
Comptroller of the Currency
on related matters.

EXTRA €110BN NEEDED

Western Europe’s top 50
banks need another €110bn
in capital – 60% of the
global €185bn banking
capital shortfall – to keep
their credit ratings, S&P
has warned. The ratings
agency said there are wide
divergences between the
strength of the respective
banks’ capital positions and
the quality of their capital.
It predicts that the European
Central Bank’s stress testing
this year will lead to further
deleveraging and more
capital raising by banks.

LIBYA TO ADOPT SHARIA
Sharia finance is set to
become the standard for
Libya, following a vote by
the National Assembly to
adopt Islamic law more
generally. Economy minister
Mustafa Abu Fanas said
the government would
bring forward legislation to
implement sharia finance.
No date for implementation
was given. The government
believes the move could lead
to more investment in the
country from the Gulf.

EGYPT STIMULUS PLAN

Egypt has upgraded its
economic stimulus package
by over a billion dollars to
$4.36bn, largely financed
by loans from Saudi Arabia,
Kuwait and the UAE. The
budget deficit is already
14% of GDP and public debt
stands at 87.5% of GDP.
Given the continued political
crisis, it seems unlikely
that the economy will be
able to grow quickly. Before
the Arab Spring, Egypt’s
economy was growing at 7%
a year.

GROWTH FOR PRAXITY

Praxity, the international
alliance of firms, has
reported a 10% rise in
revenues for last year.
Member revenues grew
from $3.7bn in 2012 to
$4.1bn last year. The biggest
growth was in management
consultancy, where revenues
rose by 28%. Revenues in
litigation support grew by
18%, in corporate recovery
and insolvency by 13%, in
corporate finance by 12%,
tax by 10% and audit by
8%. Revenues grew by over
11% in North America and
Asia Pacific, 8% in Africa
and the Middle East and 7%
in Europe.

BITCOIN ALERT

The European Banking
Authority has issued a
warning about the use of
Bitcoin and other virtual

currencies. Risks include
a collapse in value, given
the lack of any guarantee
system. Digital wallets may
also be hacked or access
lost. And criminals have used
digital currencies to launder
money and conceal illegal
activities and their identities.
The EBA suggests users limit
holdings to what they can
afford to lose, adopt effective
security and become familiar
with Bitcoin’s business
model and trading practices.

TUNISIA REFORM

The International Monetary
Fund has told Tunisia to
accelerate progress on
agreed economic reforms.
The warning follows a
visit by an IMF delegation
in November to review
government actions
promised as a condition
of a $1.7bn aid package
awarded last June. An IMF
spokesman said: ‘The IMF
remains fully committed to
supporting Tunisia through
financing, economic and
financial policy advice, and
technical assistance.’ He
added that the IMF is aware
of the political tensions that
create difficulties for the
implementation of economic
reforms, but that some
progress had been made on
financial services, tax and
investment policies. ■
Compiled by Paul Gosling,
journalist
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LEADING LIGHT

Growing a tax practice and developing the profession. All in a day’s work for Dr Claudius
Williams-Tucker FCCA, head of tax, regulatory and people services at KPMG Sierra Leone

S

2012

Elected president of the Institute
of Chartered Accountants in Sierra
Leone, holding office until May 2014.

CV

ierra Leone is an exciting growth economy. ‘We are
one of the 10 fastest developing economies in the
world,’ says Dr Claudius Williams-Tucker FCCA,
president of the Institute of Chartered Accountants
of Sierra Leone and head of tax, regulatory and people
services at KPMG Sierra Leone. GDP growth in 2013 is
expected to be around 11%, and to reach somewhere
between 10% and 15% in 2014 – mainly due to expansion
in the mining sector.
‘In the recent past the mining and petroleum sector has
grown exponentially and a lot of activity in Sierra Leone is
now focused around mining and oil and gas exploration,’
Williams-Tucker says. ‘We have one of the biggest iron ore
mines in Africa and in the next five years, Sierra Leone is
positioned to be the highest producer of iron ore in Africa.
We also have a big diamond mine, and in the oil and gas
sector there is a lot of exploration happening.’
Such growth is helping to drive the workload of KPMG,
where Williams-Tucker is responsible for the day-to-day
management of the 17-strong tax practice in Sierra Leone
– built from scratch after he joined the firm in 2002.
‘It’s the fastest-growing side of our business,’ he says,
identifying two key reasons. ‘A lot of companies are coming
into Sierra Leone because of the growth in the economy.
Secondly, donor funding is drying up and therefore African
governments are becoming more aggressive in terms
of mobilising domestic revenue.’ The UK government is
currently supporting an initiative to modernise the Sierra
Leone tax authority and help it raise tax revenue. ‘The
authority is very aggressive now, which means we have a
lot of work – tax compliance and tax advice. We work to
effectively manage tax exposures and tax structuring, and
advise on specific transactions.’

2010

A leading member of the committee
that drafted Sierra Leone’s Goods and
Services Tax.

2007

Became a partner in KPMG Sierra Leone.

2004

Senior manager, then director, Tax,
Regulatory and People Services, KPMG.

2002

Joined KPMG Sierra Leone to set up its tax
practice.

FEBRUARY-APRIL 2002

Joined Unipetrol Nigeria Ltd as assistant
finance manager.

2000

Joined Select Service Partners as finance/
tax analyst.

1995

University of Sierra Leone, head of financial
accounts and control.

Wide remit
Williams-Tucker’s workload isn’t confined to business
activity in Sierra Leone, however. ‘We also cover Liberia, the
Gambia and Guinea because KPMG doesn’t have offices
there,’ he says. ‘I travel a lot. There is a huge volume of
work. I have loads of meetings, discussions with staff, phone
calls and work to review. My clients are mainly multinational
corporations. When they make a decision to invest, they
look at the tax benefits. It’s quite challenging to get them
to understand the tax issues and implications of their
operating in Africa.’

Alongside his tax focus, Williams-Tucker’s role includes
‘head of regulatory’. He is in charge of the range of legal
services the firm offers, such as Companies Act compliance
and company set-up. ‘We also provide ad hoc legal advice
on commercial issues,’ he says. On top of that, his ‘people’
role has both an external and an internal remit. ‘We help our
clients deliver HR solutions,’ he explains. ‘Then within KPMG
I am the partner in charge of administration and HR.’
Not surprisingly, managing his work-life balance is a
big personal challenge. Williams-Tucker works long

»
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BASICS

*
*

KPMG is the only Big Four firm with an
office in Sierra Leone.

KPMG’s roots in Sierra Leone stretch
back to the 1930s, when Edward
Cassleton Elliott founded the original
practice.

*
*
*

103: number of professional staff in
KPMG Sierra Leone, out of a total
headcount of 149.
3: number of KPMG partners in Sierra
Leone.
45: number of KPMG offices in Africa.

days – typically from around 8.30am until 10pm. ‘It’s a
difficult situation – to be on top of your game and do the
balancing act. Luckily for me, my wife is also a professional
accountant, trained at KPMG, so she understands.’
The life of the professional
accountant in Sierra Leone in general is
challenging, Williams-Tucker says. ‘One
of the biggest challenges the profession
faces here is the competence of the
auditees. Rather than being presented
with a full set of accounts ready for
audit, staff are more likely to receive a
basic trial balance. We have to write up
the accounts and then do the audit.’
Being able to charge appropriate fees is also an issue.
‘Businesses want to scale down their costs, but the costs of
accountants are going up,’ Williams-Tucker says. Maintaining
the basic infrastructure to run the office is itself costly. ‘A
lot of what professionals in developed countries would get
through public utilities, we have to provide ourselves,’ he
explains. ‘For example, we have to provide power ourselves
because the national grid is not very reliable.’
Staff costs are also relatively high. ‘We have to pay our
people market rates, and so our charge rates go up,’ he
says. ‘We find it hard to balance that – maintaining our skills
pool and paying market rates, and managing the clients’
expectation that the fees remain the same. We explain the
issues – that we have our professional costs.’
Although Williams-Tucker’s two fellow partners are
not ACCA members, all trainee audit and tax staff within
KPMG’s Sierra Leone office are required to study for the
ACCA Qualification. ‘ACCA gives me a broad understanding
of our business,’ Williams-Tucker says. ‘I am not only
proficient in what I do as a professional accountant, in the
tax and the accountancy sides of our firm, but I also see
the business from a holistic point of view. That helps me to

▌▌▌’THERE IS A DEMAND FOR ACCOUNTANTS
AND IF WE DON’T KEEP PACE, THERE WILL COME
A TIME WHEN WE HAVE A SERIOUS SHORTAGE’
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develop a proper business strategy and grow the business,
as well as helping me with challenges such as talent
management and people retention.’
His technical and personal strengths are recognised
in KPMG. In 2013 Williams-Tucker was appointed ‘lead
reviewer’ for the KPMG practice in South Africa. ‘On an
annual basis we undergo peer reviews – a partner goes
from one office to another to review the work being done
and ensure it is up to the KPMG standard,’ he explains. ‘It’s
an elaborate process. This year I was signed up to do the
reviews in South Africa – our largest practice in Africa. In
the past South Africa was always reviewed by partners from
Europe or the Americas. This is the first time an African has
been given the role. It was quite a challenge.’ The groundbreaking appointment also attracted public attention, with
local press carrying the story.
Williams-Tucker believes his ACCA Qualification has
equipped him well to meet such challenges, and he wants
to give something back to the profession. He is currently in
his second year as president of the Institute of Chartered
Accountants in Sierra Leone and has been a member of
Council, honorary treasurer, vice president and chairman of
the Education and Training Committee.
On leaving office in May 2014 he would like his legacy to
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TIPS

*

‘Interpersonal skills are very
important in the professional
environment. Maintaining excellent
client relationships is about being
responsive, becoming a trusted
adviser and delivering to their
expectations.’

*

‘No man is an island. You cannot work
in isolation. You have to work in a team
environment and contribute to the
success of the team. As you grow in your
role you realise you need to work with
people and need to develop that skill.’

*

‘It’s important to have a mentor,
someone you can rely on, who you can
discuss things with and will guide you.
You need someone who has blazed a
trail in the profession.’

*
▲ UP TO SPEED

Williams-Tucker believes that if finance professionals are able
to work in an environment which is dynamic, volatile and fast
moving, they are able to work anywhere
be more ACCA accountants qualifying, and for them to be
‘the envy of every Sierra Leonean’. He says: ‘As the economy
is expanding, there is also a huge demand for accountants
and if we don’t keep pace, there will come a time when we
have a serious shortage.’

Law to accountancy
As for Williams-Tucker himself, an accountancy career
wasn’t always on the cards. He originally envisaged
becoming a lawyer, but after sixth form began studying for
the ACCA Qualification. ‘I thought there would be a greater
opportunity for me in the field of accountancy than law,’ he
says, revealing that his father was also an accountant. He
began his studies in Sierra Leone before completing them in
London, qualifying in 2001. ‘I did some tax work in the UK,
then went back to Sierra Leone and started my career in the
petroleum sector as a finance manager.’
He believes his UK experience helped his career. ‘People
are quite ambitious in the UK and so you are pushed to
give of your best,’ he says. ‘It’s also a busy, more stressful
environment. If you are able to work in an environment
that is dynamic, volatile and fast moving, you can work
anywhere.’ KPMG tries to give its own staff international
exposure. ‘We have a programme where we move people
around,’ Williams-Tucker says. ‘It’s quite hard to come to

‘If you want to be an international
professional, you should learn at least
one foreign language. In Africa, English
and French are dominant. If you can
communicate in both it makes life
easier for you.’

*

‘To be a successful accountant you
need very good writing skills because
accountancy has moved away from just
figures. You need to write reports and
communicate clearly so that you can
respond effectively to issues that come
to your table.’

Europe, but we try to give them international experience so
they can see work ethics and processes in other offices and
bring them back. It’s a big learning experience.’
Though Williams-Tucker originally worked in industry
after returning to Sierra Leone, the opportunity soon arose
to join KPMG and he was attracted by the challenge of
starting up its tax practice. As the tax practice burgeoned,
so did Williams-Tucker’s career. ‘Within five years I was able
to become a partner in the firm,’ he explains.
Grateful for his own success, helping others achieve is
important to Williams-Tucker. He maintains an open door policy
for all KPMG staff and mentors a ‘quite huge’ number of people.
‘It’s difficult to turn people down, so I do try to accommodate
them – to find time to talk to them and advise them on their
career. It’s a challenge, but something I have to try and do.’ ■
Sarah Perrin, journalist
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SIBLING RIVALRY

In the economic marathon taking place between China and India for a place at
the high table of economic success, India has been falling behind. Why?

N

othing is more natural than comparing the relative
again took another jump – getting a big boost to growth from
achievements of siblings. So it is with the world’s two
entry into the World Trade Organisation.
most populous nations, India and China.
The upshot is that China is about two-thirds of the way to
The two countries, among the poorest on the
reaching the $15,000 income level that the IMF considers a
globe not so long ago, are now vying to join the US as
high-income nation. Meanwhile India, with an average income
economic superpowers.
of around $3,900 a person, less than half of China’s, still has
Yet in this economic marathon, India has started to lag
a mountain to climb.
behind. GDP growth, which India’s prime minister Manmohan
‘Given this growth gap, this is no time for India to be
Singh said would remain around 8% and 9%, has slowed
losing further ground,’ says Win Thin, an emerging markets
to barely half this rate. The crucial manufacturing sector is
economist at Brown Brothers Harriman, a New York-based
barely expanding. India’s rupee was one of last year’s worstinvestment bank. ‘The key problem is that India has been less
performing currencies and Morgan Stanley included the nation
successful at developing the institutions, infrastructure and
in its group of ‘Fragile Five’
budgetary discipline that is really
emerging markets.
necessary. Unless they can turn
‘India looked set to be the
this around they will continue
Maharaja of the emerging markets
The economist credited with coining the term
to lag behind China and also let
– even perhaps growing faster than
BRIC for the burgeoning emerging economies
down their own citizens.’
China,’ says Mark Williams, Asian
has asked where next for the world economy
One area where India has
analyst for Capital Economics.
and coined a new term – MINT. Jim O’Neill,
been notoriously lax is in
‘But something has gone wrong
former chief economist and head of asset
investing in infrastructure.
in India and the country isn’t even
management at Goldman Sachs, has
‘Without an adequate electricity
coming close to living up to its
identified Mexico, Indonesia, Nigeria and
grid, roads and ports, even the
economic potential.’
Turkey as the most likely to follow Brazil,
most determined entrepreneur
More than national pride is at
Russia, India and China on to the A-list of
is at a big disadvantage,’ says
stake. Despite massive reduction
world economies.
Devesh Kapur, director of the
in poverty, about a third of Indians
Center for the Advanced Study
still live in extreme poverty,
of India at the University of
surviving on less than $1.25 a day – about 400 million people
Pennsylvania. ‘Even India’s biggest fans would admit that it
in total, according to World Bank figures. Without a resurgence
has failed in this regard.’
of growth, more will remain in misery for longer. What’s more,
In 2002, for example, when India finally graduated to the
the global economy has come to rely on India – along with
ranks of the middle-income nations, it was generating only
China – as a powerful driver of growth.
550 kilowatt-hours of electricity per citizen. When China hit
So what has gone wrong in India and can the nation
the same income level about a decade earlier its citizens
recover its mojo?
enjoyed 28% more electricity per head. The gap continued
One problem for India is that it caught the capitalism bug
to widen. Eight years after becoming a mid-tier economy,
a bit later than China – and less wholeheartedly. In 1978 when
China’s available electricity per head was about 62% higher
China started to open up, India had a slightly higher GDP per
than India’s.
capita – about $209 a head to China’s $155, according to
Economists Amartya Sen and Jean Drèze estimated in their
World Bank data. It took India until 1991 before the nation’s
book An Uncertain Glory that a third of Indians do not have
politicians started to follow China’s lead and open up the
access to electricity, against just 1% in China. This particular
country to some outside investment and work towards a more
deficiency was underlined in the summer of 2012 when a
business friendly environment. As a result of India’s tardiness,
massive blackout left 600 million Indians without electricity.
by 1993 when China’s average income climbed above $2,000
Sadly, the problem is not confined to electricity. While China
– the International Monetary Fund’s threshold for a middlehas 16 subway systems, India has just five. India’s roads are
income nation – India was far behind. It took India until 2002
generally full of potholes, while China is constructing a network
to reach the same $2,000 mark. Yet around this time China
of superhighways.

WILL MINT FOLLOW BRIC?
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What’s more, India has also skimped
on investing in its human capital. For a
nation famed for its prowess in information
technology and services, India has a
remarkably polarised education system.
The elite can expect high-quality training
and often speak English – an advantage in
an American-dominated global economy.
However, China has done a far better job
of preparing its rank-and-file workers for
the modern world. Adult literacy in India is
65% – the same as in Malawi and Sudan,
according to Sen and Drèze. In China, by
contrast, just over nine in 10 adults can read
and write.
The failure of Indian politicians to ever
get their fiscal house in order seems partly
to blame for this under-investment in crucial
public goods. For example, in the three
decades since China entered the ranks of
the middle-income nations it has shown
admirable restraint, with average budget
deficits of 1.3% of GDP. India’s has been
three-times larger. The cumulative result is
that India’s real public debt at 54% of GDP
is more than double China’s.
‘Even allowing for the fact that China’s
figures sweep some problems under the
carpet, India is far more fiscally stretched,’
says Thin. ‘China’s authorities have much

▼ INDIA

From left: Showroom attendants polish a
Jaguar vehicle at a showroom in Mumbai;
labourers unload wheat from a tractor trolley
at a wholesale grain market on the outskirts
of Amritsar; and a vendor selling ice cream by
Kwality Wall’s, a Hindustan Unilever brand, in
front of the India Gate in New Delhi

INDIA FACTS
1.2 BILLION
Population

$4.7 TRILLION
GDP purchasing power
parity in 2012

9.7%

Inflation rate in 2012

$298BN

Foreign exchange
reserves in 2012

CHINA FACTS
1.35 BILLION
Population

$12.6 TRILLION
GDP purchasing power
parity in 2012

2.6%

Inflation rate in 2012

$3.3 TRILLION
Foreign exchange
reserves in 2012
Source: CIA World
Factbook
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▲ CHINA

From left: Chinese workers assemble cars
at a plant of Dongfeng Peugeot Citroen
Automobile Company in Wuhan; labourers
work next to a welcoming sign of the newly
announced Shanghai Free Trade Zone;
and the headquarters and head office of
Chinese e-commerce giant Alibaba Group in
Hangzhou, China
more flexibility to invest in public goods
that will eventually boost economic growth
and help businesses.’ The Indian public
revenue system is deficient. Taxes and other
revenues in China have reached almost 23%
of GDP – dwarfing the 9% in India. And
politicians have been stalling on proposals
to introduce a new tax on goods and
services – called GST.
The government has let India down
in other ways too. Economists blame a
‘licence Raj’ – a reference to Britain’s
bureaucratic rule of India – for standing
in the way of entrepreneurs. India still
suffers from rampant red tape, corruption
and inefficiency, says Miguel Chanco, India
analyst at Capital Economics. India now
ranks 134th out of 189 countries in the
World Bank’s Doing Business survey. On
the category of ease of starting a business,
India ranked a miserable 179th. China was
no model citizen either, ranking 96th on
the World Bank’s list, but it is still doing far
better than India and also benefits from its
control of Hong Kong, which was placed an
impressive second on the doing business
ranking – two places ahead of even the
notoriously entrepreneurial US.
‘A whole host of investment projects
are currently stalled because of

»
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India’s bureaucratic issues,’ says Chanco. ‘Despite the
government’s repeated promises to clear these obstacles,
which centre on the difficulty of land acquisition, it has
made little progress. Given these frustrations, appetite for
new projects has dried up.’
One potential ray of light, some economists believe, is
the possibility that a BJP-led government may enter office
on a more pro-business platform after the 2014 elections.
The likely prime minister, Narendra Modi, boasts a solid
record of sweeping away obstacles to business as chief
minister in his home state of Gujarat. Still Chanco warns
that Modi might struggle to replicate this achievement on a
national scale.
That said India does have a trump card to play: its
demographics. China was blessed with an abundance of
workers during the 1990s. There were nearly twice as many
people of employable age as children or the retired. India
didn’t enjoy this friendly dependency ratio when it became a
middle-income country. Now these demographic fortunes are
reversing. China’s one-child policy has helped ensure that the
number of 15 to 24-year-olds will be around 150 million in
2030 – a massive 40% drop compared to 1990. Meanwhile,
India’s dependency ratio is improving. This is one reason that
US investment bank Morgan Stanley has projected that within
a few years India will be growing faster than China.
Yet this demographic bonus will only help boost India’s
growth if this new cadre of young people can be put to
work. ‘There are plenty of emerging nations that have a large
population of youths and are doing terribly,’ says Williams
at Capital Economics. ‘All you get is a disruptive group of
teenagers causing havoc.’
To really reap this benefit, Williams says, India will need to
relax its restrictive labour laws – which like those in continental

▼ INDIA

From left: An Indian commuter makes a call with his mobile
phone in New Delhi, India; a man works inside an iron smelting
factory in the western Indian city of Ahmedabad; and a
labourer stands on a truck carrying construction materials at a
construction site in Noida on the outskirts of New Delhi
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▲ CHINA

From left: People stand outside a UNIQLO shop in Beijing; a
man looks at the Shanghai World Financial Center, the Shanghai
Tower and Jin Mao Tower in the Lujiazui Financial District in
Pudong, Shanghai; and a worker inspects solar panels at a solar
farm in Dunhuang, China

Europe make employers reluctant to hire. ‘We already see in
India this perverse situation in which companies make great
use of robots because labour laws give workers such generous
protection,’ he adds.
‘Indian politicians really need to feel that pro-growth
policies will be rewarded,’ says Tanvi Madan, a fellow at the
Brookings Institution. ‘We do not seem to be at this point
yet. Most politicians fear they will be punished for helping
business and only rewarded for offering more generous
welfare programmes.’
If that proves the case in the May 2014 elections, some say
India will risk throwing away a historic opportunity. China is
expected to overtake the US in economic heft between 2030
and 2040, US intelligence agencies told Ed Luce for his book
on India In Spite of the Gods. India, meanwhile, would take until
2050 to achieve the same feat. But with a slower rate of growth,
this triumph could be delayed until 2090, Luce concludes. ■
Christopher Alkan, journalist
FOR MORE INFORMATION:

World Bank Doing Business survey:
www.doingbusiness.org/rankings
Amartya Sen interview (joint author with Jean Drèze
of An Uncertain Glory: India and its contradictions):
http://tinyurl.com/p89bnv9
In Spite of the Gods, Ed Luce: http://tinyurl.com/nq6mgad
Who you calling a BRIC? Jim O’Neill column for
Bloomberg Opinion: http://tinyurl.com/mkuyhbf
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COMMENT | RAMONA DZINKOWSKI

Steps in a transparent direction
Despite being internationally commended, the newly revised integrated reporting
framework still has some significant challenges to overcome, says Ramona Dzinkowski
When in 1993, I first took up the task
of trying to understand corporate
social responsibility and the concept
of the triple bottom line, it was clear
that in order to be exposed to the
leading thinkers on the topic, I had to
leave my home country.
I was quick to learn that not only
were we (North Americans) behind in
our knowledge of the area, (ie hardto-measure intangibles) we were a
good 10 years behind the UK and
Europe. Twenty-one years later, much
of the momentum for increasing
knowledge and awareness of these
issues, particularly as it relates to the
role of the accounting profession, still
originates from the other side of the
pond and, more specifically, through
the ongoing work of ACCA.
On 9 December, the International
Integrated Reporting Council (IIRC)
released its final draft of the Integrated
Reporting (IR) framework. Following a
three-month review and consultation
period, the framework was revised to
take into consideration over 350
responses received worldwide.
The new draft has been
internationally commended
as making significant
progress towards improving
transparency in corporate
reporting by providing the
principles for considering
factors often hard to measure
– the broad-based, valuecreating assets of a firm
(financial, manufactured,
intellectual, human, social
and relationship capital).
Upon the release of the
framework, Helen Brand,
ACCA’s chief executive,
commented that the IR
framework has the potential
to improve the understanding of
investors and companies alike with
respect to corporate performance.
‘A better understanding of long-term
risks to commercial models can
only be of benefit to business and to
the investor community. Explaining
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how corporate value is created and
sustained is important, and the IR
framework enables business to do
this,’ she said.
However, significant challenges lie
ahead. Perhaps the most pressing
is changing the corporate culture of
many companies not used to taking
a holistic view to value creation.
Second, is the availability of the
data and accepted measurement
methodologies; third, are the resource
and time constraints of the smaller

company CFO, and, finally, is perhaps
the reluctance of companies to reveal
hidden competitive advantage. I’m not
alone in this view.
There are similar sentiments in
the US. Jeff Thomson, president and
CEO of the Institute of Management
Accountants, points out that ‘IR will
never be efficiently implemented
without technology enablements’.
Second, he alludes to the potential
reluctance of companies to disclose
aspects of how they create value, which
may include the interplay of the forms
of capital outlined in the framework.
More specifically, ‘it is unlikely that
investors and other stakeholders will
want management to disclose sensitive
competitive information about how
they achieved profitable growth’, he
notes. Third, he raises the issue of
company size in the ability to provide
ever more disclosures, recognising that
SMEs ‘are often disproportionately
impacted by excessive reporting
requirements’. Ultimately, he
concludes: ‘While certain components
of a more effective and efficient
external disclosures process should
be implemented, it may not be IR.’
Clearly the jury is still out on if,
how and when the IR framework
will be taken up by the industry
and the accounting profession
as a whole. However, I’m
pleased to see that despite
the fact that it’s still early
days, ACCA, as it did 20
years ago, has the foresight
to recognise that if no one
does anything to push this
agenda, nothing will move forward.
As of December 2014, ACCA will be
the first global accountancy body to
introduce integrated reporting into
its qualification.
See also Bob Eccles on
integrated reporting, page 36, and
technical CPD article, page 49. ■
Ramona Dzinkowski is an economist
and business journalist.
www.dzinkowski.com
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The lion sleeps
The passing of Nelson Mandela marks the end of an era – and what could be a crucial
turning point in the fortunes of South Africa, says Alnoor Amlani
On 5 December, after two years
of suffering, going in and out of
hospital with ageing ailments, one
of the greatest living heroes of our
generation finally passed away aged
95. He had spent 27 of those precious
years in prison at the prime of his
life – an enormous sacrifice he made
willingly for his people.
Nelson Mandela has gone, but he
will always be a global icon because
he was a visionary who took a stand
against official state racism, despite
the risks, in the only country left in
the world that still practised it – and
he won.
After his release from detention
in 1990 he ruled South Africa as
president for just one term and then
cordially handed over power to a
younger man who was not related to
him. He was still consulted after he
retired, even from his hospital bed.
Now that he is gone, what will
South Africa be like?
Modern South Africa faces
many challenges, including a slow
economy, high unemployment
(more than 24% in 2013,
with youth unemployment
at over 50%, according to
the International
Monetary Fund) and
the omnipresent
challenge of
widespread poverty.
The IMF predicts
that South Africa will
grow at just 2.5% in
2014, far below the
6% plus growth of many
sub-Saharan countries. Currently
the South African rand is trading
at a shade off a seven-year low
against UK sterling and has
hit a five-year low against the
US dollar.
But perhaps the greatest
challenge that South Africa
faces is good leadership. As yet
there is no one in South Africa
who inspires and manages like
Mandela did.

MADIBA’S WISDOM
counts in life is not the
*‘What
mere fact we have lived; it is
what difference we have made
to the lives of others.’
‘We have not taken the final
step of our journey, but the
first step on a longer and even
more difficult road.’

*

During the public memorial
televised globally, South Africans
gathered in huge numbers and
studiously ignored their own leaders as
they sought attention on the podium,
conducting their own rituals. The only
thing that captured their attention was
when US president Barack Obama
addressed the crowd. It seemed as if
he satisfied them because soon after
he finished, the large crowd whittled
away, going home to their lives and
private rituals.
With its superb infrastructure,
strong institutions and natural
resources, South Africa should be the
leading economy on the continent, and
it is – just.
But Nigeria is on the verge of
overtaking it. It is the first African
country to be included by economist
Jim O’Neill (who coined the term
‘BRIC’ previously for Brazil, Russia,
India and China) in his new list of
high-growth emerging markets, which
he has dubbed MINT (Mexico,
Indonesia, Nigeria and Turkey).
South Africa’s future without
strong leadership is not good.
Mandela helped the country to
transition from apartheid to
a representative democracy,
building strong
institutions
and rejecting
nationalisation.
South Africa now
needs to deal with
widespread and
growing inequality
and crippling poverty,
which are the seeds of labour unrest
and high crime prevalent today.
South Africa will undoubtedly miss
Mandela. He was a rare man, who
led by the force of his character and
beliefs and not by the power of any
official title.

■

Alnoor Amlani FCCA is an independent
financial management consultant in
East Africa who writes regularly on
social and business issues
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COMMENT | MARTIN TURNER

The vision thing
Integrated reporting gives ACCA members another opportunity to demonstrate their
financial leadership and ability to add value, says ACCA president Martin Turner
It has always been a source of pride to me that I am a member of
a professional body that challenges convention and is at the
cutting edge of development.
ACCA has a long history of innovation. It opened the
profession to people of all backgrounds, becoming
the first truly international accountancy body in
the process. It has long recognised that the only
certainty in life and in business is that everything
will change. This is why we are committed to
working to ensure that its qualifications and
the way in which they are delivered continue to
meet the diverse needs of trainee professionals
and their employers, and to ensure that the
ACCA Qualification opens doors and enhances
opportunities for those who hold it.
Innovations have included being the first body
to examine in International Financial Reporting
Standards and on the framework on the Global
Reporting Initiative. Now, we have become the first
global accountancy body to introduce integrated
reporting to our qualification – from December
2014. With shareholders and stakeholders calling for
more information which provides a more complete
picture of organisational activity, integrated reporting
will become ever more important, particularly since the
recent launch by the International Integrated Reporting
Council of a new integrated reporting framework.
Having tested most of the elements of integrated
reporting in its syllabus, ACCA has now brought them
together and it will form part of the assessment for
the ACCA Qualification. We believe this will enable ACCA
members to demonstrate their leadership for the future, and
will put them at the heart of long-term value creation for their
organisations. It will also ensure the ACCA Qualification meets
the needs of employers in the modern global business
environment. I would urge all members to introduce
the initiative into their own organisations.
The subject is being extensively covered
in Accounting and Business, including
articles on pages 36 and 49 of this
month’s edition.
I and my Council colleagues are
committed to ensuring that ACCA
and its members remain at the
cutting edge of the profession.
We welcome your views on how
to continue to be the world’s
pioneering professional
accountancy body.

■

Martin Turner FCCA is a
management consultant
in the UK health sector
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The view from

‘

PROVIDING THE NEXT GENERATION WITH
OPPORTUNITIES HAS AN ADDED URGENCY’
YASIR GHANI FCCA, VICE PRESIDENT, INTERNAL
AUDIT, NCB CAPITAL, JEDDAH, SAUDI ARABIA
My remit is wide and
varied – but everything
revolves around mitigating
risk. The people internal
audit supports – the senior
executive team and the
company’s audit committee
– need reassurance that
our governance procedures
are robust and effective,
and that we take a
systematic approach to
deploying resources and people. But
it’s also about remaining vigilant for
opportunities to improve the quality
of our processes and due diligence
activities, taking financial, operational,
commercial, regulatory and reputational
risk into consideration.
Perceptions of internal audit are
changing. Throughout industry and
commerce – and especially in banking
– senior management teams and
functional heads increasingly rely
on their internal audit colleagues for
information and insights that support
commercial and operational objectives,
and not just for reassurance that
legislative and regulatory compliance
is in good order. It’s always satisfying
to experience the sense that my ideas
and initiative are valued, and that the
business recognises and appreciates
the proactive approach I strive to foster
throughout my team, regardless of
whether they’re our own employees or
specialist contractors drafted in from
professional services firms.
It’s a fascinating time to work
in banking in Saudi Arabia. The
economy is opening up rapidly, with
financial services markets proving
especially attractive to investors and
global organisations, from fellow G20
countries and emerging markets alike.
Our central bank and sovereign wealth

funds are cash-rich, with
a national budget that’s
been run at a surplus for
several years. Stability,
certainty and a relatively
conservative outlook are
naturally appealing to
foreign organisations, while
the arrival of global names
– whether on a stand-alone
basis or in joint ventures
with Saudi organisations –
makes for a more dynamic, competitive
marketplace. Experience of trading
and investing within an Islamic finance
framework, and familiarity with local
business and workplace cultures give
Saudi organisations a head start, but
banks from the US, the UK, Europe
and Asia Pacific have made successful
inroads in the Gulf states; there’s no
reason to expect them not to do the
same in Saudi Arabia.
Talent attraction and retention is a
challenge for everyone. Established
world-class financial centres – such as
London, New York and Sydney – are
magnets for banking professionals.
As our banking industry matures,
bringing the next generation onboard,
while providing opportunities to
develop technical and commercial
skillsets, takes on an added urgency.
Saudi employers are required to focus
recruitment campaigns on hiring
and training Saudi workers, as part
of wider initiatives to address skill
shortages among local talent pools.
From a banking perspective, that’s a
worthwhile long-term goal. We may
face the occasional challenge when
seeking people with the right mix
of technical ability, soft skills and
market knowledge for certain roles
but, ultimately, it supports capacitybuilding and reduces the sector’s
reliance on overseas talent. ■

SNAPSHOT:
TELECOMS
The global telecoms
industry is one of the most
exciting environments for
finance professionals to
work in. With continued
strong growth, especially in
emerging economies, along
with persistent security
challenges, it is on the
leading edge of innovation
and is a key determinant
of economic growth across
the globe.
Michelle Sarhis, executive
recruiter at Robert Walters
in New York, says that the
dynamism of the industry
puts accountants in high
demand. ‘The telecom sector
will be on the rise this year.
With “mobile” establishing its
presence among the adtech,
media and advertising space,
the telecom industry will be
present within new verticals,’
she says.
‘With new growth and
even regulatory changes, it
will be essential for strong
finance professionals to be
in place.’

60%

According to Analysys Mason’s
forecast report, Global
telecoms market: trends and
forecasts 2013-2017, twothirds of global revenue growth
during this period will come
from emerging Asia Pacific,
and around 20% from Latin
America. China, India and
Brazil will account for about
60% of global revenue growth.
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Catching on
Sub-Saharan Africa’s large Muslim population means Islamic banking is beginning to take
off in the region, although the jury is still out on which regulatory model to adopt – if any
Islamic banks are big business in the
Middle East and South-East Asia, but
not thus far in sub-Saharan Africa. The
World Bank’s International Finance
Corporation (IFC), however, has taken
a US$5m, 15% equity stake in Kenya’s
Gulf African Bank (GAB) to support
corporate finance and lending to small
and medium businesses – its first in
the sub-Saharan Islamic bank sector.
The move signals the potential
of Islamic banking in sub-Saharan
Africa, given the region’s large Muslim
population and the appeal of interestfree banking that is compliant with
Islamic ethics and principles (known as
sharia or Islamic banking). The low rate
of banking penetration in the region is
a further incentive.
According to a 2012 Gallup poll,
just 24% of adults in sub-Saharan
Africa have bank accounts; in countries
such as the Democratic Republic of
the Congo, Guinea and Niger, the figure
is 4% or less. Buoyant markets are
also encouraging Islamic banks to set
up in the region, with 4.9% growth
forecast in 2013, according to the
World Bank. Meanwhile, foreign direct
investment is projected to reach record
levels over the next three years, up
from US$37.7bn in 2012 to US$54bn
by 2015.

Financially viable
‘The whole idea of investing in GAB
was to support the development of
Islamic banking in Kenya,’ says Kariuki
Thande, an IFC senior investment
officer in Nairobi. ‘Islamic banking is
still a very nascent sub-sector in the
banking industry, so the IFC is saying,
look, there’s something here, and
it’s financially viable, and there are
significant opportunities to grow it in
Kenya and the region.’
Partly owned by Dubai equity
company Istithmar World, GAB was
Kenya’s first Islamic bank when it
launched in 2007 and was soon
followed by First Community Bank.
Standard Chartered is launching its
Saadiq Islamic banking brand in Kenya,
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and conventional banks are also set to
expand into sharia banking.
‘We are hearing noises about
these banks setting up subsidiaries,’
adds Thande. ‘I guess that is likely
to happen, and there’s the option to
go the whole hog and set up a fully
fledged Islamic bank.’
To compete with the betterestablished commercial banks, GAB

in 2012, the country’s first Islamic
bank, Jaiz Bank, was launched, but
later in the year the federal high court
declared Islamic banks to be illegal.
Commentators attributed the decision
to attempts to calm sectarian tensions
within Nigeria. Jaiz Bank’s licence has
not been revoked and its operations
expanded from three branches to 10 by
the end of 2013.

▌▌▌‘ISLAMIC BANKING HAS TO ENGAGE WITH
THE REGULATORS TO WORK WITH THE EXISTING
RULES, OR GET THEM TO CRAFT NEW ONES’
is focusing on women, small and
medium-sized enterprises (SMEs) and
the unbanked non-urban areas, as well
as working to develop mobile-phone
banking. Sharia mortgages, involving
fees rather than interest, are also a
key product, appealing to Muslims and
non-Muslims alike.
Yet, while GAB has been successful
– in 2012 its net profitability rose by
154% over the previous year – Islamic
banking has been slow to penetrate
sub-Saharan Africa, which has 284
million Muslims, around 30% of the
region’s population, according to a
US-based Pew Research Centre report
released in December 2012.
Tanzania’s first Islamic bank,
Amana Bank, opened in 2011, while
in 2012 the Central Bank of Uganda
proposed amendments to the country’s
Financial Institutions Act to set up
Islamic banking. Mauritania also has a
flourishing Islamic banking sector.
However, Islamic banking in subSaharan Africa has not matched the
overall growth of the market globally,
which is worth US$1.3 trillion and
grew on average by 19% a year over
the past four years, according to EY’s
World Islamic Banking Competitiveness
Report 2012–13.
In Nigeria, Islamic banking has been
fraught with problems, despite around
half its population being Muslim. Early

Such different market conditions,
populations and regulatory concerns
are likely to result in mixed growth
for Islamic banking. Salman Ahmed,
head of Islamic finance Middle East
and Africa at law firm Trowers &
Hamlins in Bahrain, says: ‘Certain
parts of Africa will take off faster than
others, and Kenya will be one of them.
Development of innovative Islamic
financial products tailored to the
various legal regimes in sub-Saharan
Africa and proper marketing of safe
foreign investment in the region is
the key to the development of the
Islamic finance market. If stability
can be maintained in Nigeria, it can
be extremely attractive, and has
clear potential to be quite a decent
jurisdiction for Islamic banking. But
there’s a lot of uncertainty in Nigeria.’

Regulatory obstacles
A core issue that has slowed the
uptake of Islamic banking is the need
to change financial regulations to
permit its operation. Thande says:
‘Islamic banking has to work with
existing regulations and engage with
the regulators, or get them to craft new
regulations for Islamic banking, which
is what tends to happen.’
The International Islamic Trade
Finance Corporation (ITFC), a member
of the Saudi Arabia-based Islamic
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▼ SKY’S THE LIMIT

Downtown Nairobi – many
commentators believe there are big
opportunities to grow Islamic finance
in Kenya and the region

Development Bank Group (IDB)
established by the Organisation of
Islamic Cooperation, agrees. Lamin
JK Sanneh, assistant general manager
and head of sub-Saharan Africa at
ITFC’s corporate and structured
finance department, says: ‘The lack
of regulatory clarity has created some
obstacles to the development of the
Islamic banking market.’
IDB is working to address such
regulatory shortcomings with the
Central Bank of West African States,
which runs the currency used by eight
mainly francophone states, to facilitate
the introduction of Islamic banking
in west Africa. ‘With the success of
these initiatives, it is expected that
more countries will introduce Islamic

banking as a viable option in their
financial market,’ says Sanneh.
The jury is still out on what Islamic
banking regulatory model the countries
of sub-Saharan Africa should adopt –
or indeed whether they should develop
their own instead. Malaysia is one
possible model, given its success in
Islamic finance, as is London.
Mohammed Amin, an Islamic
finance consultant and former head
of Islamic finance at PwC UK, says:
‘Muslim-majority countries should take
the Malaysian approach, and countries
where religion is contentious or that
have a Muslim minority may want to
follow the UK model, as it doesn’t
specifically take the sharia approach.’
The UK uses different terminology and

does not provide specific tax clauses
for Islamic finance as Malaysia does.
For Islamic banking really to take
off in sub-Saharan Africa, suitable
regulations are clearly required, and
need to include Islamic financial
products such as insurance (‘takaful’)
and bond (‘sukuk’) issues, but also
capital, which the Middle East is well
poised to do, given the Islamic finance
structures in place and liquidity. ■
Paul Cochrane, journalist based in Beirut
FOR MORE INFORMATION:

Read EY’s World Islamic Banking
Competitiveness Report 2012–13
at http://tinyurl.com/njqeb9z
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The view from

‘

HOW MANY ACCA MEMBERS HAVE BEEN
TAUGHT TO COOK LAMB STEW ON HOT STONES?’
AZMI OSMAN ACCA, PARTNER, CROWE
HORWATH, ULAANBAATAR, MONGOLIA
SNAPSHOT:
DIRECT TAX
The world of direct tax has
not been far away from
international headlines
recently and is one of the
most important areas of
accountancy. Direct tax
ensures full compliance with
transfer pricing regulations
across the world and helps
companies with their domestic
and foreign tax positions.
Direct tax accountants
work with organisations
and individuals to structure
transactions and operations
in a tax-effective manner,
mitigate tax risk and comply
effectively with tax laws.
‘Corporate income tax
can represent a substantial
outflow of funds from your
business. A company not
properly attuned to its tax
environment may never
truly realise its full potential,’
says Kalin Hadjidimov,
partner, tax and legal,
KPMG Bulgaria. Increased
corporate tax and regulatory
reporting requirements can be
a drain on management time.
A more investigative approach
by the tax authorities can
increase the risk of penalties
for non-compliance.’

US$60bn

According to the International
Monetary Fund’s Fiscal
Monitor in October 2013, in
the US estimated loss from
tax planning (avoidance)
by multinationals is about
US$60bn each year.
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I’m on a mission to build
our brand in an important,
strategically located
emerging market. Crowe
Horwath wants to become
one of the most reputable
public accountancy
and consulting firms
in Mongolia. When I
joined, it wasn’t an
established name here;
three years on and it’s
so far, so good. Another objective
is to extend the network’s global
reach, helping member firms to
take advantage of inbound and
outbound opportunities.
Mongolia is rich in natural
resources, making it a key target
for multinationals. The country has
already attracted global players in the
industry, accompanied by Big Four, top10 and mid-tier professional services
firms like us. My own background is in
oil and gas, having trained at KPMG in
Malaysia and worked in its specialist
energy team. I frequently call on that
previous experience, since most of
my clients are mining companies, and
there are many similarities in terms of
financial and operational set-up.
Much of my work focuses on due
diligence on behalf of potential
investors and acquisitive foreign
organisations. Many of the companies
which look to do business in emerging
markets want to explore opportunities
for mergers, acquisitions or joint
ventures; financial modelling and
business valuation are critical
components of our overall service
offering. Securing that kind of business
often requires bringing in colleagues
from other Crowe Horwath firms to
support local staff; the associated
transfer of knowledge gives us an

added edge in the face
of competition from local
firms. It’s a good example
of why membership of an
international network is
important for firms outside
the Big Four seeking to
capitalise on opportunities
in emerging markets.
Patience and adaptability
go hand in hand with
calculated risk-taking. They’re not
mutually exclusive commodities
although, like other firms, we too
have to overcome a shortage of
professionally qualified people
with those attributes. Add in the
fact that, for most people who
come here, Mongolia represents
an environment in which both
living and working are unlike
anything they’ve experienced
anywhere else. We prefer to employ
local staff and help them to
develop the skills we need, through
internships, in-house training and
funding studies towards professional
qualifications like ACCA’s.
Relocation isn’t for everyone – but I’ve
found it to be uniquely stimulating
and rewarding in equal measure. I
don’t get much spare time here – it’s
far removed from a traditional nine-tofive role – but when I get the chance,
I enjoy exploring the countryside
with my family. Moving here has been
a refreshing and intriguing change of
culture and lifestyle; I’ve even spent
time living in a nomadic yurt out in
the steppes. Yes, there are almost
constant demands on my time – but it
continues to be an amazing experience.
And how many of my fellow ACCA
members can say they’ve been taught
by clients how to cook lamb stew
outdoors on hot stones? ■
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Taking CSR forward
Corporate social responsibility efforts must produce real results if they are
to be sustainable, says PwC US’s Shannon Schuyler
Nobel-prize winning economist
Milton Friedman once wrote that ‘the
social responsibility of business is to
increase profits’ and that any broader
philanthropic goals were ‘hypocritical
window-dressing’. It’s a view now
shared by a shrinking minority.
CSRHub, an organisation that
compiles data on the issue, says that
nine out of 10 companies worldwide
with revenue exceeding $100bn a year
now publish details of their social
impact along with more traditional
financial metrics. That’s a dramatic
increase from a decade ago when just
a handful of corporate giants did so.
While the practice of corporate
social responsibility (CSR) has gained
significant visibility and acceptance
as a core part of business strategy,
it is still likely to expand, develop
and change considerably over
coming years, according to Shannon
Schuyler, the leader on such issues at
professional services firm PwC US.
One possible development is that
reporting will become even more
prevalent. However, while Walmart,
Microsoft and PwC are already on
board, far fewer companies with
revenues under $1bn attempt to
document their impact on society
and the environment. There are also
geographical gaps. According to the
European Commission, less than 10%
of the largest companies in the region
regularly produce sustainability reports.
Moves to force more companies to
do so are proceeding slowly in Europe.
Even so, it is likely that many companies
will decide to do so without prodding
from government. ‘There is a growing
appreciation that it is helpful for firms to
catalogue their effort to have a positive
impact on society,’ says Schuyler.
PwC’s corporate responsibility
reports, for example, document its
progress in trimming its greenhouse
gas emissions and report on its
financial donations to charities and
creation of a culture of giving. Staff
are given the flexibility and opportunity
to support their own causes as well.

▌▌▌’THERE IS A GROWING APPRECIATION THAT
IT IS HELPFUL FOR FIRMS TO CATALOGUE THEIR
EFFORT TO HAVE A POSITIVE IMPACT ON SOCIETY’
The methods by which companies
seek to help society are also evolving,
with technology presenting new
opportunities. One focus at PwC
US, for example, is encouraging
financial literacy. The firm has set
itself the five-year goal of providing
$60m and a million volunteer hours to
develop the financial competency of
more than 2.5 million young people
and educators. One current model
for offering advice and tuition over
the internet is Khan Academy, which
provides thousands of free internet
lectures on everything from maths and
science to finance and art.

The emphasis of CSR is also
shifting from measuring just inputs
– such as financial donations and
volunteering hours – to attempting to
verify how far these efforts genuinely
help recipients. ‘The more you can
measure these outcomes, the more
you can fine-tune programmes to make
them more effective,’ says Schuyler.
In the case of its Earn Your Future
financial literacy initiative, PwC collects
data on which teaching approach and
materials work best.
More companies are embracing
this approach. Lloyds Banking
Group recently commissioned a

»
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Shannon Schuyler is PwC US corporate responsibility
leader of the Americas and an officer of the board of
the PwC Charitable Foundation. She graduated with an
English degree from the University of Michigan and in
1997 was hired as a lead recruiter by the Chicago office of
Coopers & Lybrand before it merged with Price Waterhouse
to form what is now known as PwC.
In 2005 she was appointed managing director in charge of
alumni relations. In 2007 she wrote an internal white paper on
the need to rationalise the firm’s philanthropic and ecological
initiatives. A few months later she was appointed to her current
position, coordinating the firm’s CSR projects. She spends part
of her time advising the firm’s clients on socially responsible
business operations. This consulting work has also led to her
involvement in public policy as well as speaking engagements at
the Social Innovation Summit and other conferences.

consultancy to evaluate how far its
CSR programmes helped communities
and what the bank could do to make
its money go further. ‘Corporate social
responsibility isn’t just about making
donors feel good,’ Schuyler says.
‘Unless these efforts are producing real
effects, they are not sustainable.’
Unless companies can prove their
efforts yield real results, they are
vulnerable to Friedman’s critique that
CSR is just window dressing. What’s
more, measurement can build support
for CSR initiatives from even the most
sceptical financial manager. A paper
by Harvard business professor Michael
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Porter, for example, showed how
chemical company Dupont saved $2bn
from making cuts in its energy use
between 1990 and 2006.
Meanwhile, the role of CSR chiefs
within companies is likely to become
more important. ‘So far this role within
companies is relatively new,’ says
Schuyler. ‘Over the coming years, it
should become more integral to the
way companies operate.’
In the same way that a CFO
is involved in many key decisions
across a company, the CSR officer
should also play a more active role.
For example, decisions on where

a company buys its supplies have
a financial component, but they
also have social and environmental
implications. On the negative side,
sourcing can damage a company’s
reputation if the vendor employs
environmentally destructive practices
or neglects its employees’ welfare.
By contrast, buying goods or services
can also promote good practices or
assist underprivileged communities.
PwC, for example, has increased
its spending with minority-owned
suppliers and collects scorecards on
the environmental records and conduct
of its suppliers. One implication of
this is that companies are developing
a mutual monitoring network – with
larger businesses putting pressure on
suppliers to raise ethical standards.
In addition, more companies are
seeing CSR as a valuable tool in
recruiting and retaining staff. ‘Staff
turnover can be hugely costly for
companies,’ Schuyler says. ‘More
businesses will realise that CSR efforts
can relieve this burden on human
resources departments by fostering
staff loyalty. Corporate responsibility
touches on most areas of how a
company operates. This importance
will only grow in coming years.’ ■
Christopher Alkan, journalist based
in New York
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Flock to the boardroom
While the Big Four in Singapore are actively recruiting increasing numbers of women
into senior positions, more support is required to enable female talent to truly excel
Diversity should be a business
imperative, not a feel-good luxury, for
the accountancy industry, and setting
the right tone at the top is essential
to recruit more women into senior

positions. This strategy was behind a
recent move by EY which announced
that 40% of its 80 new Asia-Pacific
partners are women. The accountancy
firm is leading the way in the city-

state of Singapore when it comes to
diversity, and it is hoped that others
will follow suit.
But diversity shouldn’t be seen as a
corporate obligation; it should

»
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be based on sound business
fundamentals. ‘Research has shown
that diversity in teams is a vital
competitive differentiator,’ says Max
Loh, EY’s managing partner for Asean
and Singapore. ‘Well-managed, diverse
teams stimulate innovation, new
ways of problem-solving and different
approaches to decision-making, and
clients reap the benefits of more
robust outcomes when our diverse
teams consult, collaborate and listen.’
While the link between diversity and
performance has been well established
by many international studies and

of women in the industry as a whole,
along with senior roles. But there are a
few hurdles in the way.

‘Lack of role models’
‘One of the key concerns that top
female talents have at the tipping point
of their careers is the lack of role
models who have successfully managed
a career and family life,’ says Loh.
Organisational culture and policies
that genuinely support and invest in
the flexibility required for female talent
to excel are needed. Without this,
female talent may shy away from top

▌▌▌’ONE OF THE KEY CONCERNS THAT
TOP FEMALE TALENTS HAVE AT THE TIPPING
POINT OF THEIR CAREERS IS THE LACK OF
ROLE MODELS WHO HAVE SUCCESSFULLY
MANAGED A CAREER AND FAMILY LIFE’
reports, some industries have been
slower than others to recognise the
benefits. PwC says that it recognises
not just the need for diversity but
diversity in all forms. ‘We feel that
diversity extends beyond gender to
include other considerations such as
age and culture, among others,’ says
Karen Loon, diversity leader at PwC
Singapore. ‘Diversity, inclusion and
geographical dexterity are critical in
today’s economy as they will allow us to
work effectively with our clients.’
The benefits of diversity are
magnified when the organisation is a
client-focused one. And having women
in senior positions tends to show how
forward-thinking an organisation is.
‘We have a diversified pool of
people across different age groups,
nationalities and gender that work
well with our wide client base that is
similarly as varied,’ adds Quek Shu
Ping, head of people, performance and
culture at KPMG in Singapore.
KPMG says that there is a trend
towards hiring more female partners
at its member firms around the world.
In South-East Asia, between 22% and
45% of its partners are women. In
fact, its Thai and Indonesian firms are
led by women.
While such figures are encouraging,
most would admit that much more
can be done to improve the number
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positions. They may also be perceived
as less competent, when in reality, it
could be the lack of support that has
impacted negatively on their ability to
maximise their career potential.
Often, the challenges women face
in the workplace stem from having
to manage pressures and deadlines
both inside and outside the office. As
a result, the flexibility organisational
HR policies and support provided to
talented individuals can make a big
difference as employers compete for
scarce talent.
‘The challenges often vary from
case to case, and at PwC our focus is
placed more on talent development
regardless of gender,’ notes Loon.
‘In some cases, we have felt the need
to provide additional support to our
women leaders so that they are able to
make use of the same opportunities as
men.’ PwC finds that often it is when it
doesn’t stereotype people into certain
roles that it is able to reap the most
benefits from diversity and inclusion to
better serve clients.
While accountancy firms seem to
be aware of the problems that exist
internally, what about the external
challenges such as the perception that
the industry is male dominated?
‘There is a good gender mix
across the accounting profession
generally, with the gender gap

perhaps widening at the top ranks of
the profession,’ says Loh. ‘The issue
is less of attracting qualified women
than enabling these talents to develop
their career potential to the fullest
while balancing other competing
priorities, and thus keeping them
within the profession.’
Once firms talk about their focus
on serving clients to the best of their
abilities it becomes clear that having a
diverse workforce is a vital ingredient.
‘Diversity, geographical dexterity and
inclusion are critical to our business
strategy and are essential to our ability
to effectively harness the best talent
across all differences,’ says Loon.
‘Many of our clients share these views
and look to service providers who share
common values.’

Global pressure
There is also increasing pressure
globally and locally to increase
the number of women in senior
positions. The Singapore government
has been actively promoting flexible
working arrangements – a signal that
businesses in Singapore should take
on board. Other organisations such
as BoardAgender are also helping to
increase the available pool of senior
women in Singapore for boards. This
combination of external pressure and
internal benefits can provide a strong
impetus for the Big Four in Singapore.
‘Given that we operate in a
relationship-driven business, it is
important that the DNA of our people
match the DNA and values of our
clients,’ says Loon. ‘Improving gender
diversity through talent development
and being in line with the expectations
of our client will increase the overall
competitiveness of our firm.
EY, meanwhile, has been very
forthcoming with figures for the
number of women in the company. It
says that to be market-leading, it must
be at the fore of the diversity agenda.
‘Women are a key component of
the diversity mix in our Singapore
talent pool,’ explains Loh. ‘Our culture
supports inclusiveness and diversity
at every level of the organisation,
and a strong ‘tone at the top’ from
senior leaders holds our executives
accountable for the development and
advancement of women.’
While in Asia Pacific four out of
10 of this year’s new partners were
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women, EY recognises that more can
be done to build high-performing and
diverse teams that make up its pipeline
of future leaders.
Accountancy, as a profession,
generally allows for flexible working
arrangements as many accountants
work on a project basis. This is a
solid foundation to improve work/life
balance and attract more women into
the profession and retain them.
But this issue is not exclusive
to Singapore’s accountancy sector.
Recently, ACCA and the Commonwealth
Business Council launched a
groundbreaking report, Paving the way
to opportunities: women in leadership
across the Commonwealth, with the
aim of encouraging more women into
senior business positions. The report
lists six recommendations (shown in
the box, right).
Goh Geok Cheng, CFO of Prudential
Assurance Company Singapore and
member of ACCA Singapore’s local
executive committee, explains: ‘The
six proposed recommendations are a
systematic way to work towards and
achieve diversity in the boardroom
and senior leadership positions across
the Commonwealth.’
The report also looks at how the
pipeline of talent for women can
be supported. ‘For this support to
happen we need to start early by
enabling young girls to see and
learn about women in positions of
senior leadership as a part of their
educational experience,’ adds Goh.
‘Role models are important.’
According to the International
Federation of Business and
Professional Women, females account
for 40% of the global workforce. ‘We
are still some way off from seeing
this reflected in leadership positions,’
says Leong Soo Yee, head of ACCA
Singapore. Sustainable economic
growth requires a broad range of
skills and experience – something that
women can bring to the table.’ ■
Justin Harper, journalist
FOR MORE INFORMATION:

Paving the way to opportunities:
women in leadership across the
Commonwealth is available at
www.accaglobal.com/diversity
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SIX WAYS TO ACHIEVE DIVERSITY:
1 Create a database of women who are board-ready or have board potential.
This would hold details of women in all regions of the Commonwealth,
across a wide range of sectors and backgrounds, to make sure ‘all bases are
covered’ and to provide ample recruitment and sponsorship opportunities.
2 Support sponsoring initiatives. Consistent levels of quality would be
created, while sharing best practice across different regions. This could
also help countries share ideas and experiences through organisations
such as ACCA and Commonwealth Business Women (CBW).
3 Build a research monitor across the Commonwealth. Greater
transparency comparing all Commonwealth countries’ boards – how they
are composed and the recruitment process – would provide the means
of benchmarking the impact on business performance.
4 Raise career aspirations. Career development needs to be ingrained in
education from the beginning at primary level and continued through to
university. This, combined with higher visibility of female role models,
will give women someone to aspire to.
5 Create a media strategy which demonstrates the impact of women in senior
leadership positions. This will enable stakeholders to make informed choices
by working with business organisations, business schools and other bodies.
6 Share best practice across the Commonwealth. One of CBW’s priorities
is to develop and strengthen support networks. The Commonwealth’s
unique experience, footprint and voice, covering diverse countries and
economies, takes discussions beyond a narrow number of countries.
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END OF EASY MONEY?
With the US economy recovering from a slump that started way back in 2008, the tricky
process of returning monetary policy to normal can begin. But is the world ready?

S

o far America’s bold experiment in monetary policy
appears to have worked. When former Federal
Reserve chief Ben Bernanke lowered interest rates
to zero and started buying trillions of dollars’ worth
of bonds, doom mongers fretted that a surge in inflation
would surely follow.
No such disaster occurred. Now with the US economy
recovering, Bernanke’s successor, Janet Yellen, can start the
laborious process of retuning monetary policy to normal.
But this process is not without its dangers. If the new Fed
chief moves too quickly she may stifle the US recovery, cause
chaos in the bond markets and send shock waves through
vulnerable financial markets such as India and Brazil.
‘The exit from easy money needs to be delicately
handled,’ says Mark Weisbrot, co-director of the Center for
Economic and Policy Research. ‘The question is whether the
US or the world is ready for tighter policy. Jumping the gun

get by without the monetary drip-feed. The main cautionary
tale is 1937 – a year when rate increases helped crush a
promising recovery from the Great Depression. In its haste
to return interest rates to normal, the Fed helped plunge the
nation back into recession, with industrial output dropping
by a third and unemployment jumping back up to 19%.
Weisbrot says: ‘The US has not yet reached
escape velocity and any interest rate increases before
unemployment is close to 4% would be harmful.’
Others believe the US is now more robust. ‘Yellen will not
risk doing anything radical until she is convinced that the
economy is recovering,’ says Paul Ashworth, a US analyst
at Capital Economics. ‘Even so there are promising signs
that the US can tolerate an end to monetary easing.’
There are indeed positive signs. The US housing market,
which began its slump in 2007, is recovering. House prices
in 20 US cities climbed by 13% in the year to September
2013 – the fastest rise in seven years.
‘One result is that fewer Americans are
burdened by negative equity and feel
able to spend,’ says Ashworth. ‘That
has been good for employment.’
Another tailwind has come from a
surge in oil and gas production, the
result of the relatively new drilling
technique of fracking. This has meant lower gas prices and
cheaper electricity for US households; consultancy IHS
recently estimated fracking has lifted household incomes
by $1,200 a year. US companies also benefit from bargain
price energy. IHS believes shale drilling will support 1.7
million US jobs this year and 3.5 million by 2035.
Even with tighter policy Capital Economics still believes
the US economy will grow by 2.5% in 2014 and 3% in 2015
– far faster than European nations.
Meanwhile, higher US interest rates will create winners
as well as losers. ‘Savers in society, such as pensioners
or those nearing retirement, actually see a boost to their
incomes as rates rise,’ says Ashworth. ‘The positive effects
of going back to normality are often forgotten.’
Assuming the US can take the Fed’s medicine, the second
question is whether the rest of the world is ready. Several
vulnerable countries stand out. Ashworth says: ‘It is notable
that crises in the eurozone have tended to flare up when
the US stops buying assets.’ One possible reason is that US
government bonds represent the safest global assets. As the

▌▌▌‘JUMPING THE GUN WOULD BE BAD NEWS
FOR THE ENTIRE GLOBAL ECONOMY, ESPECIALLY
THE EUROZONE AND EMERGING MARKETS’
would be bad news for the entire global economy, especially
the vulnerable eurozone and emerging markets.’
America’s journey back to interest rate normality will be
in several stages. The US took the first step in this process
in late December, reducing its monthly asset purchases
by $10bn to $75bn. This tapering is expected to continue
over coming months. ‘It may take until the autumn of 2014
before we see the Fed ceasing altogether to buy assets,’ says
Doug Handler, US economist for IHS Global Insight.
The next logical step for the Fed would then be to start
to reduce the size of its balance sheet, which has ballooned
from around $867bn in August 2007 to nearly $4 trillion
by last November. Reduction could be achieved through
a combination of reverse repos – temporarily lending Fed
assets to banks and so draining their cash – or by raising
the sums of idle ‘reserve’ cash that banks are forced to hold
at the Fed. Finally, the Fed can start to raise interest rates –
a move that most economists don’t expect until 2015.
Since the Fed is required to focus only on US fortunes,
the key question will be whether the US is strong enough to
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▲ BACK TO THE BREADLINE?

The US Federal Reserve strangled the 1937 recovery from
the Great Depression by cranking up interest rates too fast
return on these climbs, other governments and companies
have to offer investors a higher return in order to compete.
This can be a problem for the likes of Greece, Portugal and
Italy, where public finances are weak and vulnerable to even
small rises in interest rates. While the European Central
Bank can intervene to alleviate such pressures by buying up
bonds, such nations can be damaged in the meantime.
A host of emerging economies are even more vulnerable.
The nations you really have to worry about are those
that rely on foreign inflows of capital to buy imports and
service existing debt, says Sara Johnson, an international
economist at IHS. ‘As Treasuries and safer options offer
a higher return, investors can demand a higher rate of
interest from riskier places, like developing nations,’ she
explains. ‘Having a bloated government debt increases the
threat since higher interest rates increase the burden of
repayment.’ Morgan Stanley has identified a ‘fragile five’
– Brazil, South Africa, India, Turkey and Indonesia – most
likely to suffer in a world of rising interest rates.
India, for example, has an imposing current account
deficit equivalent to 5% of GDP. When the US looked like
ending quantitative easing last August – which turned out
to be a false alarm – the rupee fell sharply, losing a fifth of
its value over the course of the year. It has since rebounded,
partly on hopes that the more business-friendly BJP party
will be elected in May. ‘Still, as interest rates rise again
it will likely feel the heat,’ says Win Thin, global head of
emerging-market strategy at Brown Brothers Harriman.
Brazil also has a substantial current account deficit
as well as high levels of external debt. Short-term foreign
borrowings equal 64% of its foreign exchange reserves,
according to Brown Brothers Harriman. In neighbouring
Peru, for example, such debt is a more manageable 11%
of foreign exchange reserves.

The economic damage can be severe when capital flows
out in this kind of scenario. Win Thin says: ‘Such countries
face a painful choice of allowing their currencies to fall,
which exacerbates inflation and makes it harder to repay
foreign debt, or they can hike interest rates, which can entice
foreign capital to stay but raises the cost of borrowing for
businesses and consumers, and so slows economic growth.’
Often they face the curse of a falling currency and rising
rates at the same time – an economic hammer blow.
Jonathan Loynes, chief European economist at Capital
Economics, believes both the UK and the eurozone will follow
the Fed with a lag. ‘The British economy has been doing
better,’ he says. ‘But while GDP in the US is about 6% above
its 2008 level, British GDP is still about 2% below its peak.
This slack in the economy may prevent rates from rising until
the second half of 2015.’ Loynes argues that the European
Central Bank – which determines eurozone rates – will be the
last to move. ‘The zone is still very weak,’ he says. ‘It might be
only in 2016 that policymakers feel the need to raise rates.’
The Fed’s easy money has not only helped the US
economy recover from the 2008 crisis. It also diverted capital
to emerging markets, boosting investment, asset values
and growth. The US economy may now be strong enough to
continue growing with tighter monetary policy, but it is far
from clear that this is the case for the rest of the world. ■
Christopher Alkan, journalist based in New York
FOR MORE INFORMATION:

Read our article on fracking in the US at
www.accaglobal.com/ab48
Fed balance sheet trends at http://tinyurl.com/fedBST

ACCOUNTING AND BUSINESS

34

INSIGHT | IPSAS

PUBLIC FIGURES

Most governments are still using cash-based accounting, but more are adopting accruals
to improve accountability and decision-making, says PwC partner Patrice Schumesch

T

he financial crisis and sovereign debt crisis have
created a direct challenge for governments to
improve management of resources and report highquality information to their stakeholders, such as
citizens and parliament, investors in government bonds
and financial markets.
While sound and transparent public accounting does not
in itself lead to high-quality public finance management,
it is a necessary component. Better accounting leads to
better reporting, which provides the information necessary
for better decision-making, which in turn should lead to
better use of resources. Public sector entities and their
stakeholders need to understand the full and long-term
impacts of their decisions on financial performance,
financial position and cashflows.
PwC’s global survey of government accounting practices,
Towards a new era in government accounting and reporting, shows
that only one in four central governments surveyed apply
accrual accounting in preparing their financial statements.
Most use cash-based accounting practices, which fail to
capture information on public sector assets and liabilities, and
present a very short-term view of public finances.
However, the landscape is evolving. Of the 100 countries
surveyed, 37 intend to adopt accrual accounting over the next
five years. The trend is particularly pronounced for developing
countries, primarily in Africa, Asia, and Latin America.
International and supranational organisations such as the
International Monetary Fund and World Bank contribute to
the adoption of accrual accounting and International Public
Sector Accounting Standards (IPSAS) by laying down reporting
requirements for their members or funding recipients.
In Europe, there is a clear political consensus on the
need to apply harmonised accrual accounting standards
to improve the quality of statistical data, which is used
in the context of the budget surveillance mechanism and
fiscal monitoring and policy decision-making. The European
Commission has embarked on a project to implement
EPSAS (European Public Sector Accounting Standards), with
IPSAS as an indisputable reference and based on a strong
EU governance system.
Moving to an internationally recognised accruals-based
accounting framework requires a clear vision and strong
political commitment to strengthen public institutions,
develop high-quality standards and practices, enhance skills
and build capacity. The conversion to accrual accounting
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PUBLIC SECTOR CONFERENCE
Patrice Schumesch was among leading figures
speaking at ACCA’s International Public Sector
Conference, which was held on 5 December 2013
and which you can watch online.
The conference explored the direction of public
sector reporting, and rebuilding public trust through
improved financial reporting. Other speakers included
Carla Moody of Monitor UK, Zinga Venner of the
World Bank, and Professor Michael Parker of Henley
Business School. See report, page 38. Watch the
conference at www.accaglobal.com/ab37

principles based on IPSAS or similar standards represents a
multi-year transformation project that extends well beyond
the finance function.
Our survey identifies training and adapting information
systems and processes as the biggest challenges. The
governments surveyed also indicate a desire to improve
their finance function, reporting the following key areas for
improvement: fixed asset management, cost accounting,
performance management, and long-term planning and
forecasting. The full benefits of accrual accounting can be
captured as part of a wider finance reform.
By introducing high-quality accrual requirements,
governments demonstrate their desire for greater
transparency and accountability, and also better information
for decision-making. This is essential to the democratic
accountability process and to ensure the long-term
sustainability of public finances. ■
Patrice Schumesch is PwC global public finance and
accounting partner and chair of PwC’s global IPSAS
technical working group
FOR MORE INFORMATION:

Towards a new era in government accounting and
reporting is at: http://tinyurl.com/PwCipsas
IPSAS in a nutshell, from principles to practice is at:
http://tinyurl.com/PwCipsas1
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INTO THE MAINSTREAM

The growth in the number of countries
and companies covered in KPMG’s eighth
survey of corporate responsibility (CR)
reporting is just one indication of how CR
reporting has evolved into a mainstream
business practice over the past 20 years.
But many companies still shy away from
quantifying these risks in financial terms,
and few factor in the management of these
risks into executive remuneration.
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QUALITY BY COUNTRY

Large companies in Italy, Spain and the UK lead the world for the quality of
CR reports. CR reporting has grown most in Asia Pacific: the region’s reporting
rate averaged 49% in the survey two years ago; in the 2013 survey it is 71%.

KEY (SCORE OUT OF 100)
EY:
Italy 85
Spain 79
UK 76
France 70

5%

Australia 70

Number of companies that report the
potential impact of environmental and
social risks on their financial results

Netherlands 69
Germany 68

71%

Switzerland 63

Number of companies worldwide that
publish a corporate responsibility report

South Korea 60
Japan 55

87% vs 81%

US 54
China/Hong Kong 39

QUALITY OF REPORTING

The survey assessed the quality of the CR reports of the world’s
largest 250 companies (G250), and identified the leaders.
Large firms in the electronics and computers, mining and
pharmaceutical sectors produce the highest-quality reports.
Electronics and computers 75
Mining 70
Pharmaceuticals 70
Utilities 65
Communications and media 65

QUALITY BY CRITERION

46 Suppliers and the value chain

53 Stakeholder engagement

53 Governance

Automotive 64

58 Transparency and balance

62 Strategy, risk and opportunity

Transport 64

66 Materiality

68 Targets and indicators

CR REPORTING

In their CR reports, more G250 companies
mentioned the opportunities of environmental
and social ‘megaforces’ than mentioned risks

The greatest improvement in CR reporting
by G250 companies needs to be made in the
category: suppliers and the value chain.

Food and beverage 59
Finance, insurance and securities 58
Chemicals and synthetics 58
Oil and gas 55
Trade and retail 55
Metals, engineering and manufacturing 48
Construction and building materials 46

THE SURVEY

The KPMG Survey of Corporate Responsibility Reporting 2013
covers 4,100 companies across 41 countries. It can be
downloaded at: http://tinyurl.com/kpmg-G250.
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THE CONUNDRUM
Companies already practising integrated reporting complain that investors
show little interest. So what is to be done, asks Professor Bob Eccles

T

he recent publication of the
International Integrated
Reporting Council’s (IIRC)
international framework
Robert G Eccles is professor of management practice
marks a milestone in integrated
at Harvard Business School. He has been studying and
reporting (IR). Many people and
working to change corporate reporting for 25 years and
groups – including investors – have
was awarded honorary ACCA membership in December
helped create the framework,
2013. His books on corporate reporting include One
which can be used by companies to
Report: Integrated Reporting for a Sustainable Strategy
‘improve the quality of information
(with Michael P Krzus). He is a member of the IIRC
available to providers of financial
steering committee, chairman of the SASB, and co-founder
capital to enable a more productive
of the Innovating for Sustainability social movement.
and efficient allocation of capital’.
While financial capital can take
many forms, the main target audience, at least initially, is
argues that IR fosters integrated thinking, which facilitates
equity investors. So, how excited are investors about the
integrated decision-making, leading to better resource
framework? Or, to ask the question in a more cynical way,
allocation decisions for short, medium and long-term
will they even notice or care?
performance. This begs the question of whether the market
Some will – particularly the big pension funds that
will recognise the value implications of these resource
have a long-term investment horizon given the long tail of
allocation decisions. Many executives are rightly sceptical
their liabilities, since the framework aims to promote in
that it will, given the market’s short-term focus and
companies ‘actions that focus on the creation of value over
obsessive attention to financial performance metrics like
the short, medium and long term’. These pension funds are
earnings and revenue growth.
asset owners. The asset managers hired by asset owners
Yet it is a company’s responsibility to make the case to
typically have a much shorter timeframe, often because of
its investors for the value to them in their own investment
the way they are evaluated and compensated by the asset
decisions of the information provided in an integrated
owners, typically on an annual basis. Sell-side analysts have
report. Companies believe they have to do this for such
even shorter timeframes, about a quarter.
things as major acquisitions or mergers, entry into highSo, much as I would like to believe otherwise, I don’t
risk/high-opportunity markets, and expensive R&D and
expect the market today will be a driver for voluntary IR
product development efforts. Why shouldn’t the same be
adoption without regulation. This is what has to change.
true for investments that build intellectual, human, social
Although regulation has happened in South Africa, for a
and relationship capital?
variety of unique historical reasons, it is not likely to happen
Up until recently, and somewhat immodestly, I had
in any other country any time soon. In places like the US, it
thought that there was no question about IR I hadn’t
is hard to imagine the Securities and Exchange Commission
heard before. Then I interviewed a fellow academic, who
(SEC) transforming the 10-K annual performance summary
said that one of the companies he’d investigated in his
to conform to the framework’s guidelines. And even if
research had told him it didn’t support IR ‘because it’s the
IR were mandated, it would likely result in a box-ticking
investor’s job to figure out the things that are supposed
approach given the lack of standards for information on
to be in the integrated report’. Apparently, the company
such things as intangible assets and environmental, social
didn’t want to explain its strategy because that would tip
and governance (ESG) performance. The US Sustainability
off its competitors.
Accounting Standards Board (SASB) is making progress on
I’ve heard variations on this for years and think it’s a silly
this front but is still at the very early stages.
or naive point of view and not worth addressing here. The
Logically, companies should practise IR out of selfmore interesting issue is the company’s assertion that it is
interest because of the benefits in doing so. The IIRC
not its job but the investor’s to figure out everything that
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▌▌▌LITTLE EVIDENCE EXISTS THAT INVESTORS
WILL BE A DRIVING FORCE ANY TIME SOON TO
ENCOURAGE COMPANIES TO ADOPT IR
should be in an integrated report. I guess the argument here
is that investors, as either asset owners investing on their
own account or as asset managers paid by an asset owner,
have a big incentive to seek out information that reveals
market inefficiencies in a company’s stock price. Thus the
company needn’t provide an integrated report and can trust
the market to ferret out relevant information to ascertain its
true value. And all the while companies complain that their
stock is undervalued!
So where does that leave us? If investors don’t care
about IR and companies believe it’s the investor’s job to pull
together the information that would go into an integrated
report, does that mean all the work of the IIRC is for
naught? The answer to this must be an emphatic ‘no!’. What
this conundrum means for me is that the work of the IIRC

goes beyond the important benefits
of better resource allocation decisions
by both companies and investors who
have a long-term view.
The IIRC’s work shines a spotlight
on the duplicity of both companies
and investors. Companies should
quit complaining about the lack of investor interest or
saying that investors should figure out for themselves how
the company is creating value without the benefit of the
company’s point of view. It is the company’s responsibility
to make the case for its decisions if it truly does have a
long-term view and wants to attract investors who do as well.
Investors, in turn, need to take greater responsibility for
shaping the corporate reporting environment. They must
recognise that their competitive advantage lies less in
finding information that other investors haven’t, and more
in developing the deeper insights that can come from more
holistic reporting. Yes, regulation has a role, but it will be
most effective when companies and investors alike recognise
that markets work best when they want them to and take
responsibility for this. ■
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FRESH THINKING

ACCA’s International Public Sector Conference had one overriding theme: the need
for more transparency and accountability in government financial reporting

A

shortage of accountants makes it
difficult for governments to build the
capacity for proper financial reporting,
ACCA deputy president Anthony
Harbinson told the fifth annual International Public
Sector Conference. Yet the need for high-quality financial
reporting is increasing, with rising public expectations
of service standards and infrastructure quality, at the
same time as austerity regimes cut public sector budgets.
Meanwhile, debt levels remain too high in many countries.
The failure of some governments to publish balance
sheets or financial reports undermines political
accountability. Professional accountants need to tell
public bodies that they should publish comprehensible
financial reports. Harbinson, who is also chair of UK
organisation the Consultative Committee of Accountancy
Bodies (CCAB) and director of safer communities for
the Department of Justice in Northern Ireland, added

pilot programme. Integrated reporting is essential
in the private sector, she added, in part because of
the disconnect between a company’s tangible asset
valuation and its share price. In the 1970s, tangible
assets accounted for around 80% of a company’s stock
price value; by 2009, this had shrunk to 20%. Yet many
intangible assets are not recognised on balance sheets.

Changing strategies
Integrated reporting is equally important in the public
sector. Organisations involved in integrated reporting
pilots find their strategies change because it makes
them consider more carefully how they use resources.
In the public sector, the debt crisis penalised
countries for their debt, a result of investors in the
past having had insufficient information for making
their investment decisions.
Ron Hodges FCCA, professor of accounting
at Birmingham University, told the
conference that the UK government had
used the private finance initiative (PFI)
and other public private partnerships
(PPPs) to take capital spending off
the balance sheet. Based on UK GAAP,
some £40bn of £56bn of PFI/PPP
capital expenditure in the period to
2010 was off-balance sheet. If International Financial
Reporting Standards (IFRS) or International Public
Sector Accounting Standards (IPSAS) had been used
at that time, £41bn of £47bn analysed PFI/PPP
capex would have been on-balance sheet.
The change of accounting treatment has led to
PFI/PPP schemes drying up. But some government
guarantees and future types of PPP may be offbalance sheet, such as the UK’s Help to Buy scheme
and guarantees on future nuclear power output prices.

▌▌▌DEVELOPING NATIONS THAT HAVE ADOPTED
IPSAS HAVE RAISED THE QUALITY OF PUBLIC
FINANCIAL MANAGEMENT AND REDUCED COSTS
that ACCA is a leader in the development of financial
reporting standards, including in the public sector.
His comments came in his opening speech to the
conference, held in London at the end of last year, on
the theme of financial reporting for an open world.
The World Bank is one institution committed to
better financial reporting and it champions integrated
reporting in the private and public sectors. Its financial
reporting and analysis manager Zinga Venner said that
the bank is undertaking its own integrated reporting
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Eurostat’s head of government accounting Alexandre
Makaronidis reported that European Public Sector Accounting
Standards (EPSAS) will be based on IPSAS, with an IPSAS ‘lite’
for low-risk public bodies. Europe’s need for harmonised public
sector accounting standards was demonstrated by sovereign
debt crises and incorrect financial reporting by some member
states. The European Commission will issue a communication
on EPSAS in 2014, with a draft framework regulation by the
end of 2015 and subsequent implementation.
Patrice Schumesch, PwC global public finance and
accounting partner, explained that 54% of governments still
report on a cash basis; just 26% use accrual accounts only.
Within five years, he said, there will be a 142% rise in the
application of accrual accounting, with the biggest adoption
of IPSAS being in Asia, Africa and Latin America. It typically
takes three years to transition to accruals; the biggest
challenges are shortages in trained staff and IT requirements.
He added that broader reform of the finance function is
needed for IPSAS to have their full impact.

Concise and digestible
Philippe Peuch-Lestrade of the International Integrated
Reporting Council (IIRC) told the conference how integrated
reporting would work for the public sector. He said its
importance, in part, is to make financial reports more
concise and digestible. In some countries, including France,
public sector accounts are too large to be comprehensible
and so are read by few people. Integrated reporting will
be developed for the public sector for implementation
from 2020, said Peuch-Lestrade. It encourages integrated
thinking and requires a different approach to financial
management – for example by recognising and mitigating
the future cost of climate change.
Hetan Shah, executive director of the UK’s Royal
Statistical Society, told delegates that a data revolution is
taking place, with the stock of data doubling over the next
three years. ‘We are living in the big data era. There is just a
lot more data around,’ he said. Public bodies are using data
to drive down costs, measure impacts, monitor risks and
better understand who uses public services and why.
Nida Naeem, an independent consultant and chair of
ACCA’s subcommittee for the public sector in Pakistan,
argued that there is ‘a vast difference in governance’ between
Pakistan and some other developing nations compared to
the advanced democracies. Reform of financial reporting
standards is less of a priority where governance is weak.
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Stephen Emasu FCCA, chair of ACCA’s Global Forum for the
Public Sector and a public financial management expert with
the IMF, explained that developing nations that have adopted
IPSAS have raised the quality of public financial management,
while reducing costs through improved efficiency. IPSAS have
increased financial reporting transparency and accountability,
but only where reporting is timely.
ACCA’s head of public sector, Gillian Fawcett, closed the
conference, saying that speakers had consistently stressed
the topicality of the reform of public sector financial
reporting and the need to use improvements to strengthen
transparency and accountability. Fresh thinking is needed
on financial reporting, she said, such as the adoption of
integrated reporting in the public sector. ■
Paul Gosling, journalist
WATCH THE PRESENTATIONS ON VIDEO:

Anthony Harbinson, deputy president, ACCA:
www.accaglobal.com/ab52
Zinga Venner, financial reporting and analysis manager,
World Bank: www.accaglobal.com/ab53
Patrice Schumesch, global public finance and accounting
partner, PwC: www.accaglobal.com/ab54
Alexandre Makaronidis, head of government finance
statistics quality management and accounting, Eurostat:
www.accaglobal.com/ab54
Ron Hodges, professor of accounting, Birmingham
University: www.accaglobal.com/ab54
Philippe Peuch-Lestrade, deputy to the CEO, IIRC:
www.accaglobal.com/ab55
Hetan Shah, executive director, Royal Statistical Society:
www.accaglobal.com/ab55
Nida Naeem, chair of the subcommittee for the public
sector, ACCA Pakistan: www.accaglobal.com/ab56
Stephen Emasu, chair, ACCA Global Forum
for the Public Sector: www.accaglobal.com/ab56
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INSIGHT | TYPHOON DISASTER

SUM OF DEVASTATION
Accountants have been at the forefront of the typhoon relief effort in the Philippines, as
they work to ensure efficient aid dispersal and help businesses get up and running again

A

fter monster typhoon Haiyan devastated much
of the Philippines’ Leyte and Samar islands, the
humanitarian aid machinery was quick to get
going, with spectacular footage of a US aircraft
carrier supplying horrified locals dominating the world’s
TV screens for days. Less headline-grabbing, but equally
important for the survival of thousands, has been the work
of auditors and financial reporters on the ground.
The Philippines had just been shaken by a ‘pork barrel
scandal’, implicating dozens of lawmakers, officials and
private citizens in the outright theft of money intended
for relatively small infrastructure and other development
projects. This has left storm victims wondering how much
of the donations and reconstruction funds for recovering
from Yolanda – as the storm was called in the Philippines –
has been, and probably will be, stolen.
Between theft and efficient aid dispersion now stands
the army of auditors, who also play a key role in helping
the region’s small businesses to get back on their feet in
the longer run. This is a daunting task, given that not only
lives and property were destroyed but also much financial
data. Along with the estimated 6,000-plus people who have
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died (the count at 3 January was 6,166 and rising), direct
economic losses could be at least US$6.5bn, according to
catastrophe-modelling analyst AIR Worldwide.
‘Of course, our challenges are plenty; to begin with, it’s
the unprecedented scope of the disaster and the need to
deal with very immediate expenditures and disbursements,’
explains Maria Gracia M Pulido Tan, chairperson of the
Philippine Commission on Audit (COA), in an interview with
Accounting and Business. ‘Relief goods such as rice and
noodles have to be procured in huge quantities with little
paper trail because the survivors simply cannot wait for
bureaucracy to sort out the red tape,’ she elaborates.
Pulido Tan took over as head of the COA in 2011,
and it was she, together with two other female officials
in key positions, who exposed the pork barrel scandal,
earning the trio the nickname ‘the three furies’ with the
Philippine media. The COA is mandated by the country’s
constitution to audit the receipts and distribution
of Haiyan donations that have coursed through the
national government agencies. Pulido Tan’s strategy to
keep corruption at bay is twofold: the audit needs to be
conducted almost simultaneously with the dispersion
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◄ DAMAGE ZONE

Destroyed houses lie abandoned in Guiuan, on the tip of the
island of Samar, which bore the full brunt of Typhoon Haiyan
of relief goods and funds, and the COA must have an
overwhelming number of auditors on the ground. ‘The
persistent threat of corruption is why we audit as relief
work happens – where relief goods have been brought to,
where funds came from and so forth,’ she says.
Pulido Tan admits she is not aware of the exact number
of auditors at work on the relief effort, but that there are
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collaterals for bank loans may no longer exist, except for
parcels of land which the bank may foreclose,’ he says.
Punongbayan adds that to make matters worse, the
standalone businesses in the areas hardest hit by the storm
may have receivables from customers who in most instances
are also typhoon victims, hence, will not be able to pay their
accounts. The businesses concerned will have to write off
such receivables, he predicts.
The country’s Bureau of Internal Revenue (BIR) has
said that taxpayers who are Haiyan victims may file sworn
statements of loss and other requirements necessary to
substantiate claim of losses within
40 days if the losses are not paid
by their insurance company. Tax
deductions will also be given to
businesses that claim their losses were
due to theft, and can prove this, for
instance, by filing a police report.
At the time of writing, it was not
known whether the BIR would grant some tax breaks or other
reliefs, such as relaxation of documentary and substantiation
requirements, or extension of deadline for filing reports of
losses and documents, to the typhoon victims.

▌▌▌’OUR CHALLENGES ARE PLENTY; TO BEGIN
WITH, IT’S THE SCOPE OF THE DISASTER AND THE
NEED TO DEAL WITH IMMEDIATE EXPENDITURES’
‘many’. To achieve this, the COA drafted in the Philippine
Institute of Certified Public Accountants (PICPA) to help, as
well as the National Federation – Junior Philippine Institute
of Accountants (NFJPIA).
According to PICPA executive director Jose M Ireneo,
under normal circumstances the institute would not audit
the receipts and distribution of donations going through
government agencies, but only those going through private
organisations, if commissioned to do so. ‘That the COA
now fields a new approach by choosing us as partners
is probably because we have made a name for ourselves
participating in the audit of resources and accounting for
the last national elections,’ he says.
Another big challenge to auditors is how to deal with
individual enterprises that have been devastated by Yolanda.
According to Ben Punongbayan, founder of Philippine
accounting and consultant firm Punongbayan & Araullo, it
is first necessary to distinguish between big businesses,
particularly those based in the metropolitan area of the
capital Manila, and the independent, standalone businesses
in the calamity areas, which will typically be small.
‘The losses of the affected entity in the first group
generally would not be significant in relation to the total
operations of its parent company or head office; but it
is the small businesses that were severely affected in
relative terms,’ he says. He elaborates that their buildings,
warehouses, facilities and inventories might have been either
lost due to the typhoon or due to the subsequent looting
resorted to by some victims.
Punongbayan notes that if accounting records were also
lost or damaged, record reconstruction is a big problem
for standalone entities that operated only in the typhoonaffected areas, as they have no Manila head office to turn
to for a backup.
‘But even with their data recaptured, they will probably
not be able to pay their debts to banks and suppliers, as

Auditing the losses
In terms of audits of the tax reductions, Punongbayan
points again at the difference between Manila-based
businesses and those operating solely in the typhoonaffected areas. Particularly for the latter, ‘external auditors
will have difficulties in auditing the losses to be reported by
a business in its financial statements, as copies of previous
annual financial statements were required to be filed with
agencies whose offices typically have been located in the
same typhoon-affected areas’, he says.
Furthermore, the original copies of supporting
documents, such as invoices, official receipts and contracts,
might have all been lost as well.
As to how the BIR is to deal with all that, Punongbayan
sees only one plausible direction: ‘The BIR may be lenient,
and most likely it will be,’ he says, adding that small
businesses may receive some aid from the Philippine
government coming from the government’s own funds or
donated funds, or both. ■
Jens Kastner, journalist based in the Philippines
FOR MORE INFORMATION:

Bureau of Internal Revenue:
www.bir.gov.ph/home.htm
Punongbayan & Araullo:
www.punongbayan-araullo.com
SGV: www.sgv.ph
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INSIGHT | BRIBERY

SOUR SWEETENERS
A recent ACCA report investigates how bribery affects SMEs and how accountants can
help them to manage the risk. ACCA’s John Davies and Rosana Mirkovic report

B

ribery is a long-standing feature
of human society. It occurs in all
countries, business sectors and
walks of life. It is also almost
everywhere a crime that affects the poor
disproportionately and is not, as some
might argue, a victimless crime.
Bribery is also gaining attention in
business life, where it is thought to be on
the rise because of harsh global economic
conditions. A 2013 survey by EY found
that nearly half of workers questioned
across Europe, the Middle East, India and
Africa think that bribery and corruption
are acceptable practices for businesses
trying to survive an economic downturn.
The issue has a special resonance
for the accountancy profession, which
stands for transparency in the financial
management of enterprises. The financial
statements that businesses produce for
shareholders, regulators and others –
invariably prepared by accountants – are
expected to reflect fairly and accurately
a business’s assets, liabilities and
transactions over the period under review.

ACCA surveyed its members across
the world who work as accountants or
general managers in SMEs or in public
d
 istorts fair
practice, and received 915 responses.
competition, penalises
Some of the headline findings certainly
honest businesses and
justified our interest. The majority (62%)
perpetuates inefficient
of respondents believe SMEs are likely to
business practices
encounter bribery and corruption in the
u
 nfairly diverts funds
course of their business dealings, and
that rightly belong to
think the risk has grown in recent years.
shareholders/citizens
And one-third believe the global financial
jeopardises growth by
crisis has left businesses more prepared to
deterring businesses
misstate figures in their annual accounts.
from investing in or
Yet we also found that many SMEs
trading with particular
are not taking the right steps to mitigate
markets and sectors
the risks of exposure to bribery and
(a survey of 350
corruption. There may be good reason for
businesses worldwide
this as fewer than half our respondents
by Control Risks found
think that SMEs understand the legal
that 35% had been
definition of bribery and corruption
deterred from an
in their jurisdiction. With many SMEs
otherwise attractive
conducting business across borders
investment opportunity
in multiple legal environments, this
because of the host
uncertainty can have a big impact on how
country’s reputation for
they can cope with the risk. There was
corruption).
most confidence in SMEs understanding
the legal definition in Central and Eastern
Stiffer sanctions
Europe, and least in the UK, where fewer
Governments in several countries have acted to deter acts
than a quarter thought SMEs generally understand the legal
of bribery by introducing stricter legislation. This tighter
definitions of bribery and corruption, despite the introduction
legislation has been accompanied by a greater commitment
of the Bribery Act in 2011, and significant efforts to raise
on the part of regulatory authorities to impose heavy
awareness of its implications by policymakers.
sanctions against those individuals and companies found
The lack of legal certainty may account for so many
guilty of bribery. In the biggest case of its kind so far,
respondents (44%) saying they are not convinced that the
German engineering company Siemens was fined $800m by
risk of sanctions deters SMEs from doing business with
the US authorities. To the financial cost of being found guilty some sectors or countries, while one-third believe it is not
in such cases can be added the likely cost of long-term
a deterrent at all.
damage to the company’s reputation.
And this brings us to one of the most interesting of all
While much attention has been devoted to the problem of
the survey findings: SMEs support a legal framework that
bribery and corruption in the public sector and among large
applies the same standards to all organisations and want
corporates, ACCA has identified a lack of focus on small and
no truck with modified anti-bribery legislation for SMEs.
medium-sized enterprises (SMEs), which make up the major
Coupled with the finding that more than three-quarters of
part of the economy in all countries. As a result, we still
respondents believe high-profile prosecutions would be
have a very limited picture of how the issue affects SMEs.
most effective in helping SMEs to reduce their exposure
To improve awareness and understanding, in July 2013
to bribery and corruption risk, it shows that a strong legal
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▲ THE ANTI-CORRUPTION FIGHT
Police stand guard at a peaceful protest
against bribery in Tunis in 2012

framework, visibly enforced, is viewed as a priority by SMEs
in the interests of a corruption-free business environment
that works for businesses of all sizes.

Advice needed
This leads us to some important conclusions. Despite
recognising that bribery poses great challenges to them,
many businesses in the SME sector feel vulnerable and
in need of advice on protecting their interests. There is
a role here for accountants in public practice to advise
their clients on how to manage bribery risk. The report
offers some broad guidance to SMEs (and practising
accountants) on how they can put in place compliance
programmes at minimal cost.
The clear majority of accountants working in the
SME sector accept there is a sound business case for
adopting policies and practices designed to combat
bribery. A business that is committed to the adoption and
implementation of anti-bribery policies and practices –
and can demonstrate it has done so – is better placed to
do business with those large companies and public-sector
bodies that are obliged to follow such policies and practices
throughout their supply chains.
Respondents overall feel that SMEs should not be

subjected to more lenient expectations on this issue than
larger businesses. That said, the report makes the point
that the controls adopted by smaller businesses to combat
bribery need not be as all-encompassing and expensive as
those adopted by larger businesses, and should aim to be
proportionate to the risks that the business actually faces.
The full restoration of trust and confidence in the
business sector can be achieved only when stakeholders
believe that business is being conducted fairly and
transparently. By adopting a values-based approach,
businesses can help themselves – and, indirectly, help
to achieve the wider goal of enhancing confidence in the
business sector as a whole. Accountants, who have twin
responsibilities to give best advice to their employers or
clients and an obligation to act in the public interest, have
a major part to play in this process. ■
John Davies is ACCA’s head of technical and Rosana
Mirkovic is ACCA’s head of SME policy
FOR MORE INFORMATION:

The full results of ACCA’s survey can be found at
www.accaglobal.com/ab44
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Career boost
Promotion comes faster if you’re organisationally savvy as well as task-efficient, says our
talent doctor Dr Rob Yeung. Plus, office romance, eye candy for creativity, and more

TALENT DOCTOR: RELATIONSHIPS
Want to win in the career race? Of course you do. So
think about the extent to which you disagree or agree
with the following statements:
I am able to make most people feel comfortable and
at ease around me.
I pay close attention to people’s facial expressions.
I am good at getting people to like me.
Congratulate yourself if you strongly and wholeheartedly
agree with those statements. Because you’re probably
strong on a skill called organisational savvy.
My new book, How To Win, presents advice culled from
published research on what has been shown to predict
success. One key finding is that people – spanning
diverse groups such as finance analysts in the US
Midwest, construction workers in China, and experienced
managers in Germany – get ahead when they have the
skill of organisational savvy.
Organisational savvy is also known as ‘interpersonal
style’, ‘political finesse’ and ‘street smarts’. But what it
is called matters less than what it measures: the ability
to understand people, build relationships and persuade
others to side with us on projects.
The research tells us that our performance at work is
judged as much on our relationships – our ability to form
them, strengthen them and rally support for ventures
through them – as on our completion of mere tasks.
Push a plan through to completion in spite of how people
feel and you may end up making more enemies than
friends in the long term. But if you can persuade others
that they have a stake in your project, then you will win
both in terms of getting the work done and building a
coalition of allies for the future.
That’s how the world works nowadays. Simply
presenting an idea (however fantastic) to colleagues
or proposing a project that is good for customers is
not enough; we need to pitch things to people so they
personally get something out of it, too.
I’m not saying that this state of play is necessarily
desirable or even healthy. All I’m reporting is what
the science tells us. Whether we like it or not, those
individuals who invest in ‘reading’ their colleagues and
focusing on the relationships as well as the tasks tend to
get promoted more frequently.
To hone your organisational savvy, make it a priority to
observe your colleagues more intently. Spend more time
with them. Try to work out why they behave the ways they
do. Are they motivated by money, recognition or status?
Do they act out of greed, fear or passion? Do they have
the organisation’s best interests at heart or their own?

*
*
*
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The more time you spend with people
and the more you immerse yourself in
the language of their inner motivations, the more you
will understand how to influence and persuade them.
Sure, there are people who win the career race
without organisational savvy. But then there are those
who succeed without a good education too. It just makes
life more difficult if you don’t have it. And why make life
harder for yourself than it already is?
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and author of more than 20 career and
management books including his latest, How To Win:
The Argument, the Pitch, the Job, the Race (Capstone,
£10.99). Readers of this magazine can buy the book
with a 30% discount. Just visit wiley.com and enter the
discount code VBF62 at the checkout.
FOR MORE INFORMATION:

www.talentspace.co.uk
@robyeung
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SECRETS OF SUCCESS

Recruitment company Hays
recently surveyed more
than 800 FDs in the UK to
discover what drives them
and how they made it to one
of the most senior finance
positions in the business.
While some results
come as no surprise – such
as it takes hard work and
time (45% of respondents
have more than 20 years’
experience, and 64% are
men aged between 41 and
55) – some are intriguing.
For instance, 25% of the
FDs don’t have a finance
background, 36% think
that commercial awareness
is an FD’s most important
quality, and only 37% have
worked outside the UK
(although 93% of those who
have believe that doing so
benefited their careers).
The good news for
those with FD ambitions
is that 42% of the survey
respondents are seeking
to move up the leadership
ladder. And with 76% doing
regular exercise or sport,
getting active seems a good
way to prepare for the role.

ROOMS WITH A VIEW

What do the Starship
Enterprise and a sea view
have in common? They
are both things that would
enhance people’s workspace.
A survey of 1,023
professionals by architectural
design firm Pod Space of
what inspires them in a
workplace reveals that a
beach view does it for 38%
and rolling hills for 35%,
while 40% reckon a coffee
machine is creativity’s best
fuel. Other suggestions are
sheer comedy gold: a buffet,
a cat, a hammock… and
pictures of David Coverdale –
lead singer of 1980s big-hair
rock band Whitesnake. ■
This page is compiled and
edited by Neil Johnson,
editor, ACCACareers.com
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THE PERFECT: OFFICE ROMANCE
It’s Cupid’s month, a happy time for singlestem rose sellers, accordion players and
restaurant owners. St Valentine’s Day on
14 February must be the single most
awkward day for staff with office
romances, something that’s ever
more common as our lives centre
increasingly on work.
According to a 2013 survey
by Career Builder, four out of
10 workers have dated a colleague
while three in 10 ultimately married
the colleague they’d dated. Keeping the
romance a secret was not a priority for most,
with 65% going public – a 20% rise on 2006.
The first rule of office romance – imagine
the break-up! – is to ensure it does not
lose you your job. The second is to decide
whether it is the real thing or just a bit of
fun. Either way, be discreet. Try to avoid
having the same schedules, don’t engage
in public displays of affection, don’t neglect
other colleagues, and absolutely do not kiss and tell in the office.
Also, social media is now so habitual that people tweet every banal thought and
post the most personal things on Facebook, while the less said about the trouble that
Snapchat can get the amorous into, the better. In short, be careful how you document
that office romance.

THE BIG BREAK
KAMRAN MALIK ACCA
Kamran Malik has been a financial controller in Fortune
500 companies such as Emerson and now Flowserve since
the age of 22. Not many people can say that. But what he’s
most proud of ‘is building finance departments that work
well as a team, in which everyone shares in one another’s
successes’. Obviously, one of Malik’s biggest challenges
was seniority at such a young age: ‘Sometimes if you
reach a senior position at a relatively young age, you
need to make that extra effort to build relationships
within the organisation – your age can cause you to
be seen as a “newcomer”. But it was very exciting
and I was able to overcome that in a few weeks due
to the knowledge and skills I learned through my
ACCA Qualification.’

Malik’s top tips:

Job interviews: Look committed and
find out as much as possible about the
company. Look your smartest. Make
sure you meet all the criteria detailed
in the job description. The key is being
confident.
CPD: The best thing is to work for ACCA
Approved Employers, or make sure you

learn new things whenever possible and
more importantly document them.
The best advice I’ve ever come across:
Albert Einstein once said: ‘Try not to
become a man of success; rather,
become a man of value.’ This quote
has really inspired me and I think it
encapsulates great advice.
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Marketing strategy
In this second article in our series on marketing, Dr Tony Grundy
covers the main concepts for finance professionals to know
We now turn to the key
ingredients of a marketing
strategy in this second
of three articles on the
subject. These include:
marketing, product
and channel mix – and
customer segmentation
customer value and
competitive positioning.
This article will cover some
of the central concepts in
marketing, giving you as the
accountant the vocabulary
to converse with sales and

*
*

traditionally a very simple
idea but there are merits
in simplicity. Basically the
marketing mix consists of
four key elements – the
four Ps:
price
product
promotion
place.
‘Price’ is a fairly self-evident
idea, but these days pricing
is complex. For example,
only yesterday, after much
shopping around on the

*
*
*
*

price as a ‘saver ticket’ that
a lady opposite had bought,
I was put off the train at
Stoke-on-Trent. Obviously
it needs more than a few
postgraduate degrees to
understand internet pricing
models! Needless to say, I
gave the train manager a red
card for destroying customer
value as the train was going
off without me.
Pricing decisions are
often made tactically, as
in this instance, but they

▲ THE LONGER ARM OF TESCO

Tesco has extended its reach into multiple other channels,
including home deliveries ordered via its website

marketing executives, and
to see where you might help
them, particularly in their
decision-making.
These articles are in
an ongoing series on the
sort of material that would
be covered by an MBA,
designed to give accountants
a broader business vision.

Marketing mix
The marketing mix is a key
concept in marketing. It is
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internet I bought a ticket
for two trains at very
specific times to and from
Manchester from London on
Virgin Trains. I paid £78. I
arrived early at London and
was encouraged to board
an early train by a Virgin
member of staff.
I was then informed
by the train manager that
strictly I was on the wrong
train and, even though I had
paid almost the identical

should be made according
to the price sensitivity of
demand, the perceptions
of customers, competitive
conditions, and how and
where the company is
seeking to position itself.
That makes pricing highly
strategic and thus pricing
options have to be carefully
evaluated.
‘Product’ is about the
actual tangible or less
tangible object or service

CPD

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

that is delivered. There has
been an increasing amount
of demand devoted to the
less tangible and also the
service elements of our
lives. Even more than this,
some astute marketeers
emphasise the experience
of buying and consuming
something. The cleverest
ones even pinpoint the
emotional aspects of such
experiences. So there is a
lot more to the product than
meets the eye.
‘Promotion’ is about
the mix of advertising and
promotions – including
discounting, which is used
to stir and capture demand.
It is often an act of faith by
marketeers and can be a
no-go area for accountants.
It has to be said, however,
that in this area there
is much mileage for the
scientific and quantitative
study of advertising and
promotion initiatives by
way of experimentation
with the variables. Here
the accountant can lend a
hand – provided they do so
intelligently and sensitively.
‘Place’ is about
geography and physical
location. In retail it is said
that success is often about
‘location, location, location’.
Using the example of Virgin
Galactic, the leader in
sub-orbital private space
travel, flights will be from
New Mexico. But they could
be from other places too.
They could also be to other
places – the options might
be New Mexico to Australia,
Canada to China, or Iceland
to Thailand.
Curiously the four Ps
feel limited and in need
of an update. Some have
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suggested ‘people’ and
‘processes’. I also feel
there is a case for including
both, as people are key
to customer service, and
processes are crucial in
much product delivery,
with customers now often
expected to engage in these
themselves.
I might also add
‘positioning’, as the four Ps
lack the element of targeting
certain customers and also
specific customer needs,

household and petrol, but
these have been extended
into other, non-food areas,
such as pharmacy, leisure,
clothes, etc. Tesco has gone
further still into financial
services, including banking
and insurance, and also
into selling utilities, mobile
phones and optician
services and products.
Increasingly it has extended
into new products and new
markets in an act of classic
diversification.

segments against products
and also against channels.
Again, with Tesco we can
look at segments such
as single people, married
couples, families, the
retired, males versus
females, different socioeconomic and ethnic
groups. These can be
related to the consumption
of products and the use
of channels, and even to
product types such as
mainstream, ‘finest’,

▌▌▌NEEDLESS TO SAY, I GAVE THE TRAIN MANAGER
A RED CARD FOR DESTROYING CUSTOMER VALUE AS
THE TRAIN WAS GOING OFF WITHOUT ME
which is a crucial element in
marketing strategy.
So that’s seven Ps.
The final thing to add
is that in our first series I
described the ‘optopus’ as a
way of generating strategic
options. Not surprisingly,
there is some overlap with
the Ps – but the optopus
also has ‘value delivery’ as
a mixture between logistics,
place, processes, alliances
and more. At the end of the
day, it is what works for you.

Product and channel
mix and customer
segmentation
As well as the marketing
mix we need to look at
the product and channel
mix. These are the various
combinations of different
products and marketing
channels that are part of
the architecture of the
business model. This can
be usefully represented as a
matrix of products against
channels; if done visually,
this becomes a very helpful
planning tool.
For example, if we look
at a simple model of a
retailer like Tesco, there are
traditional product areas
like food, wines, spirits beer,

In addition, channelwise, it extended into Tesco
Superstores, Tesco Metros,
Tesco Expresses, Tesco
Extras, and home delivery
(Tesco.com).
Coincidentally, I had
a hand in facilitating all
of these at the time. In
terms of the tools used to
develop Tesco’s marketing
strategies, SWOT, the
strategic option grid,
Porter’s five forces, etc, from
our first series of articles
on strategy were all used.
This once again highlights
the huge overlap between
competitive strategy and
marketing strategy.
All of these count as
‘channels’. This innovative
spreading out of the
business matrix, combined
with Tesco’s hunger, speed
and drive throughout the
1996–2006 period, was
very much responsible for
Tesco’s huge success in the
UK and then internationally.
Tesco moved faster than its
rivals and thus conducted a
classic offensive marketing
strategy based on
decisiveness and speed.
As well as matrices of
products against channels,
we can map out customer

‘value’, branded and
own-label products. These
matrices are very useful
for business and financial
planning, and are obviously
key for the accountant.

Customer value
and competitive
positioning
Once we have mapped out
what businesses we are in
according to the business
matrices explained above,
then we can investigate
customer value added and
competitive positioning.
The simplest way that I
have found to understand
customer value is to split
the distinctive areas of value
added from the more basic
areas of value. The former
are called the ‘motivator’
factors and the latter the
‘hygiene’ factors.
Motivator factors
are those which are so
strong and relevant to
the customer experience
that they make it hard to
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switch to competitors.
They also strongly
encourage repeat and
increased purchases.
Hygiene factors rarely
add value if met – unless
that particular market is
characterised by extensive
mistrust. Prior to 2008, for
example, people trusted
banks and felt their money
to be secure there: how
things change!
It is possible to map
any customer experience
by a horizontal straight
line on paper, with the
motivator experience added
as upward lines or vectors
(sometimes known as ‘force
field’ analysis), according
to their relative importance
and strength from the
customer’s perspective. The
hygiene factors are drawn
downwards in proportion to
their not having been met,
according to importance
and strength. The overall
balance gives a really
good sense of the overall
customer experience.
This can then be
used for benchmarking
real and perceived relative
value added – vis à vis
competitors (at least
externally). This external
positioning, combined
with internal strengths
and weaknesses, therefore
gives a very good idea of
overall competitive
positioning.
Motivators and hygiene
factor delivery are key to
brand strength, which in
turn leads to great margins
and growth. ■
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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Fast month-end reporting: part two
Delight the chief executive by completing your month-end reporting process inside
three working days. David Parmenter continues his explanation of how it is done
This second article with tips
on streamlining your monthend reporting continues
where last month’s left off.
5 Avoid high processing
of accounts payable (AP)
invoices at month-end
The last thing the AP team
needs is to receive a tsunami
of invoices on the last day
of cut-off. It is important
to push processing back
from the last day of the
month (day –1) by avoiding a
payment run at month-end.
It is better practice to have
weekly or daily direct credit
payment runs with none
happening within two days
of month-end.
6 Early closing of the AP
ledger and accruals
If AP is held open after
month-end, you will find it
difficult to complete prompt
month-end reporting. What
is the benefit of holding
open AP for one or two days
(day +1, day +2)? We could
hold the accounts payable
open for six months after
month-end and still not get
the plumber’s invoice that
arrives when they realise
they have forgotten to
invoice for work done.
Better practice is to cut
off AP at noon on the last
working day or earlier. For a
tight cut-off, budget holders
will need to have cleared all
outstanding issues regarding
purchase invoices a day
earlier (day –2) to give the
AP team time to meet the
cut-off deadline. Budget
holders can then complete
their accruals in the
afternoon of day –2, as long
as they are given a guarantee
that all invoices sent to AP
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within the deadline will be
processed prior to the AP
cut-off, or accrued directly
by the AP team.
7 Early closing-off of
accounts receivable (AR)
Immediately close off AR on
the last working day or, better
still, noon on the last working
day, with transactions in the
afternoon carried forward
to the first day of the new
month. Closing off earlier
may be required for an
organisation where the sales
representatives make a lot
of sales, and create a lot
of paperwork, on the last
working day of the month,
eg car dealers. You simply
tell them, ‘All sales made on
the last day of the month
will now be in the following
month.’ This will start their
game a little earlier.
8 Early capex cut-off
Why perform depreciation
calculations at month-end
when clever organisations
close off capital projects
at least one week before
month-end? Any equipment
arriving in the last week is
therefore treated as if it
arrives next month. It can
still be unwrapped, driven or

NEXT STEPS
1 Email me (parmenter@waymark.co.nz) for some
more tips on how to improve AP processes.
2 Move cut-off of AP to noon on the last working
day or earlier.
3 Move cut-off of AR to 5pm or noon on the last
working day.

plugged in. The depreciation
is calculated and posted by
day –3. In my workshops
I have found accountants,
with organisations where
depreciation is not
significant, who use the
depreciation calculations
from the annual plan and
correct to actual at month 6,
11 and 12.
9 Early inventory cut-off
If the last day of the
month’s production is
delaying your month-end,
make the inventory cut-off
at the close of business on
day –2 with all production

on the last day being carried
forward to the next month.
This gives one day to check
the valuation and records.
Always avoid a month-end
stock count: these should be
done on a rolling basis and
be held no nearer to monthend than the third week
of the month – a jewellery
chain I know counts watches
one month and gold chains
the next at a quiet time
during the month.

■

David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance
FOR MORE INFORMATION:

Read the first part of this article at www.accaglobal/ab51
www.davidparmenter.com
www.davidparmenter.com/courses
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The International Integrated
Reporting Council (IIRC)
has recently released a
framework for integrated
reporting. This follows
a three-month global
consultation and trials in 25
countries. The framework
establishes principles
and concepts that govern
the overall content of an
integrated report.
An integrated report sets
out how the organisation’s
strategy, governance,
performance and prospects
lead to the creation of value.
There is no benchmarking
for the above matters and
the report is aimed primarily
at the private sector, but it
could be adapted for public
sector and not-for-profit
organisations.
The primary purpose
of an integrated report
is to explain to providers
of financial capital how
an organisation creates
value over time. An
integrated report benefits
all stakeholders interested
in a company’s ability to
create value, including
employees, customers,
suppliers, business

IR – the nuts and bolts
Graham Holt outlines the purpose of, and what’s involved with,
adopting the IIRC’s new integrated reporting framework
partners, local communities,
legislators,
regulators and
policymakers,
although it is not
directly aimed at
all stakeholders.
Providers of financial
capital can have a
significant effect on
the capital allocation and
attempting to aim the report
at all stakeholders would
be an impossible task and
would reduce the focus and

The culture change should
enable companies to
communicate their value
creation better than the
often boilerplate disclosures
under International
Financial Reporting
Standards (IFRS).
The report acts
as a platform to
explain what creates
the underlying value
in a business and how
management protects this
value. This gives the report

▌▌▌THE IIRC HAS SET OUT A PRINCIPLE-BASED
FRAMEWORK RATHER THAN SPECIFYING A DETAILED
DISCLOSURE AND MEASUREMENT STANDARD

increase
the length of
the report. This
would be contrary
to the objectives of
the report, which is
value creation.
Historical financial
statements are
essential in corporate
reporting, particularly for
compliance purposes, but
do not provide meaningful
information regarding
business value. Users need
a more forward-looking
focus without the necessity
of companies providing
their own forecasts.
Companies have
recognised the benefits of
showing a fuller picture
of company value and

a more holistic view of
the organisation. The
International Integrated
Reporting Framework will
encourage the preparation
of a report that shows
their performance against
strategy, explains the various
capitals used and affected,
and gives a longer-term view
of the organisation. The
integrated report is creating
the next generation of the
annual report as it enables
stakeholders to make a
more informed assessment
of the organisation and
its prospects.

Culture change
The IIRC has set out
a principle-based
framework rather
than specifying a
detailed disclosure and
measurement standard.
This enables each company
to set out its own report
rather than adopt a
checklist approach.

more business relevance
than the compliance-led
approach currently used.
Integrated reporting will
not replace other forms
of reporting, but the
vision is that preparers
will pull together relevant
information already
produced to explain the
key drivers of their
business’s value.
Information will only
be included in the report
where it is material to the
stakeholder’s assessment
of the business. There were
concerns that the term
‘materiality’ had a
certain legal

»
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connotation, with the result
that some entities may
feel they should include
regulatory information in the
integrated report. However,
the IIRC concluded that the
term should continue to be
used in this context as it is
well understood.
The integrated report
aims to provide an insight
into the company’s
resources and relationships
which are known as the
capitals and how the
company interacts with
the external environment
and the capitals to create
value. These capitals can
be financial, manufactured,
intellectual, human,
social and relationship,
and natural capital, but
companies need not adopt
these classifications. The
purpose of this framework
is to establish principles
and content that governs the
report, and to explain the
fundamental concepts that
underpin them. The report
should be concise, reliable
and complete, including
all material matters, both
positive and negative, and
presented in a balanced way
without material error.

Key components
Integrated reporting is built
around the following key
components:
1 Organisational overview
and the external
environment under which
it operates.
2 Governance structure
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and how this supports its
ability to create value.
3 Business model.
4 Risks and opportunities
and how they are dealing
with them and how they
affect the company’s
ability to create value.
5 Strategy and resource
allocation.
6 Performance and
achievement of strategic
objectives for the period
and outcomes.
7 Outlook and challenges
facing the company and
their implications.
8 The basis of presentation
needs to be determined,
including what matters
are to be included in the
integrated report and
how the elements are
quantified or evaluated.
The framework does not

time to enable comparison
with other entities.
An integrated report may
be prepared in response
to existing compliance
requirements; for example,
a management commentary.
Where that report is also
prepared according to the
framework or even beyond
the framework, it can be
considered an integrated
report. An integrated report
may be either a standalone
report or be included
as a distinguishable
part of another report
or communication. For
example, it can be included
in the company’s financial
statements.

require discrete sections to
be compiled in the report,
but there should be a highlevel review to ensure that
all relevant aspects are
included. The linkage across
the above content can
create a key storyline and
can determine the major
elements of the report, such
that the information relevant
to each company would be
different.
An integrated report
should provide insight into
the nature and quality of the
organisation’s relationships
with its key stakeholders,
including how and to what
extent the organisation
understands, takes into
account and responds to
their needs and interests.
Furthermore, the report
should be consistent over

creation. These terms can
include the total
of all the
capitals,
the benefit
captured
by the
company,
the market
value or
cashflows of the
organisation, and
the successful
achievement of
the company’s
objectives.
However, the
conclusion reached was
that the framework should
not define value from any
one particular perspective,
because value depends upon
the individual company’s
own perspective. It can be
shown through movement of

Nature of value
The IIRC considered the
nature of value and value

CPD

Get verifiable CPD units
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capital and can be defined
as value created for the
company or for others. An
integrated report should not
attempt to quantify value,
as assessments of value
are left to those using the
report.
Many respondents felt
that there should be a
requirement for a statement
from those ‘charged with
governance’ acknowledging
their responsibility for the
integrated report in order
to ensure the reliability and
credibility of the integrated
report. Additionally it would
increase the accountability
for the content of the report.
The IIRC feels that
the inclusion of such a
statement may result in
additional liability concerns,
such as inconsistency with
regulatory requirements
in certain jurisdictions
and could lead to a higher

level of legal liability. The
IIRC also felt that the
above issues might result
in a slower take-up of
the report and decided
that those ‘charged with
governance’ should, in time,
be required to acknowledge
their responsibility for the
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integrated report,
while at the same time
recognising that reports in
which they were not involved
would lack credibility.
There has been
discussion about whether
the framework constitutes
suitable criteria for
report preparation and
for assurance. The
questions asked concerned
measurement standards to
be used for the information
reported and how a
preparer can ascertain the
completeness of the report.

Future disclosures
There were concerns
over the ability to assess
future disclosures, and
recommendations were
made that specific criteria
should be used for
measurement, the range
of outcomes and the need
for any confidence intervals
to be disclosed. The
preparation of an integrated
report requires judgment,
but there is a requirement
for the report to describe
its basis of preparation
and presentation, including
the significant frameworks
and methods used to
quantify or evaluate material
matters. Also included is the
disclosure of a summary
of how the company
determined the materiality
limits and a description of
the reporting boundaries.
The IIRC has stated
that the prescription of
specific key KPIs (key

performance indicators)
and measurement methods
is beyond the scope of
a principles-based
framework. The
framework contains
information
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on the principle-based
approach and indicates
that there is a need to
include quantitative
indicators whenever
practicable and
possible. Additionally,
consistency of
measurement methods
across different reports is
of paramount importance.
There is outline guidance
on the selection of suitable
quantitative indicators.
A company should
consider how to describe
the disclosures without
causing a significant loss
of competitive advantage.
The entity will consider what
advantage a competitor
could actually gain
from information in the
integrated report, and will
balance this against the
need for disclosure.
Companies struggle to
communicate value through
traditional reporting. The
framework can prove an
effective tool for businesses
looking to shift their
reporting focus from
annual financial
performance
to long-term
shareholder
value creation. The
framework will be
attractive to companies
who wish to develop their
narrative reporting around
the business model to
explain how the business
has been developed. ■
Graham Holt is director
of professional studies at
the accounting, finance
and economics department
at Manchester Metropolitan
University Business School
FOR MORE INFORMATION:

Download the international framework at
http://tinyurl.com/ochqrqg
HRH The Prince of Wales endorses the new International
Integrated Reporting Framework:
http://tinyurl.com/pnzxz3t
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The divided don’t rule
The EU’s Maystadt Review identifies more cooperation between the national accounting
standard-setters as the key for Europe to increase its influence on IFRS
The European Union
should maintain its
current implementation
of International Financial
Reporting Standards (IFRS)
through EU law, and seek
broader agreement between
national and European
interests when seeking
to influence forthcoming
IFRS standards, EU finance
ministers have been advised.
The advice comes
from Philippe Maystadt,
a former Belgian finance
minister and president of
the European Investment
Bank from 2000 to 2011.
The EU is reviewing how
it interacts with IFRS and
last year charged Maystadt
with looking at how the
EU adopts IFRS and

recommending ways to
improve them.
One aim is to increase
Europe’s influence on the
International Accounting
Standards Board (IASB), the
body which sets IFRS.
‘The current standardby-standard adoption
procedure, with the flexibility
of accepting or rejecting
the standards one by one,
should be maintained,’
Maystadt told a 2 December
workshop organised by the
Federation of European
Accountants (FEE) and ACCA
at the European Parliament
in Brussels, hosted by
German MEP Wolf Klinz.
The workshop followed
Maystadt’s report, released
in October 2013, which

made comprehensive
recommendations on how
to improve the way IFRS
works for the EU.
Currently, the European
Financial Reporting Advisory
Group (EFRAG), consisting
of private-sector experts,
and the EU Accounting
Regulatory Committee
(composed of EU member
states’ representatives),
advises EU institutions
on whether to accept or
reject new IFRSs. EFRAG’s
technical working group
offers feedback to the IASB
throughout its standards
development process.
This influence over IFRS
development is important
because the EU has not
given itself much flexibility.

▌▌▌‘THE REALITY IS THAT WE WOULD NOT HAVE
STANDARDS AT ALL IF WE DIDN’T USE IFRS’
It can accept standards fully,
partially or not at all, but it
cannot deviate from texts
published by the IASB.
This has prompted some
EU countries to request
more room for manoeuvre
in IFRS implementation
and for Europe’s economic
interests to be taken into
account. Maystadt said
that if the EU did consider
giving itself that possibility,
it would be done under
very strict conditions
truly related to European
public interests and that
qualified majority decisions

◄ WHAT’S THE HIT?

Philippe Maystadt wants
EFRAG to assess the economic
impact of new IFRSs
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(essentially a supermajority) by EU ministers
would be needed to allow
consensus on the issue. He
added: ‘The US has already
declared that if one day it
decides to adopt IFRS, it
would in any case keep the
possibility to modify these
standards.’
Responding to Maystadt’s
report, the IASB states: ‘Our
research on the jurisdictional
adoption of IFRS shows
that IFRSs are being used in
most jurisdictions without
modifications.’

‘Negative signal’
The organisation warns
against the introduction of
a more flexible endorsement
system by the EU as a
negative signal to the rest
of the world, encouraging
deviation from IFRS.
It also rejects a note
in Maystadt’s report
saying Europe had ceded
sovereignty over its
accounting standards: ‘The
IFRS Foundation does not
take the view that the EU’s
regulatory sovereignty in
accounting was “renounced”
because of the endorsement
mechanism that is in place.’
The idea of amending
IFRS in the EU was met with
a wave of disapproval from
many of the participants
at the workshop. ‘This
flexibility would reduce
comparability on the global
level and between different
European reports,’ warned
Jella Benner-Heinacher,
vice-president at the
Brussels-based European
Federation of Financial
Services Users (EuroFinuse).
Olivier Boutellis-Taft,
CEO of the Brussels-based
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◄ INVESTOR ALERT

Olivier Boutellis-Taft:
Europeanising IFRS could
drive investors away

FEE, also warned that
‘Europeanising’ IFRS might
drive investors away from
the EU at a time when the
continent badly needed
them. ‘The reality is that we
would not have standards at
all if we didn’t use IFRS,’ he
said, adding that EU states
would be unable to agree on
accounting standards.

Unable to agree
It is indeed the inability
of EU national accounting
standard-setting bodies and
EFRAG to agree and speak
with a united voice to the
IASB that is debilitating
the EU’s influence on IFRS,
Maystadt suggested. ‘If you
have an EFRAG position, and
another important national
standard-setter from an EU
country comes with another
position, then you weaken
the European position, which
is not seen as common any
more,’ he said.
The EU should try to
intervene in the early stages
of standard development
to influence IFRS, he said
– for example, by setting
(and perhaps delaying)
implementation times. ‘If
we are fully involved in the

process of the elaboration
of a standard within the
IASB, we would be the ones
setting the delays for the
adoption in Europe,’ he said.
But for that to happen,
EFRAG would have to be
more representative and
involve national accounting
standard-setters throughout
the decision-making
process. The group has
only a technical role at the
moment and so does not
consider the wider economic
context when adopting a
standard, according to the
Maystadt report. Maystadt
recommended beefing up
EFRAG so it could assess
the economic impact of
each standard.
Doing so would let it
apply two additional criteria
when assessing a new IFRS:
that it should not endanger
financial stability, and that
it should be in the public
interest in the EU.
However, Hans van
Damme, acting chair of
EFRAG’s supervisory board,
speaking at the workshop,
said: ‘While EFRAG is
in principle not against
including such criteria, there
is a concern about their

application and operability
in practice.’
The IASB also warns
that such changes may
delay the IFRS adoption
process in Europe and
that it will not extend its
consultation deadlines:
‘Other constituents around
the world can meet the
IASB’s comment deadlines
and would not wish to see
them being extended to meet
a request from Europe.’
The need for the EU to
be a leader of the global
accounting standard-setting
process comes at a time
when the US, while it has not
yet adopted IFRS, remains
a major influence on the
process. Furthermore,
as more countries adopt
the standards, so more
countries want a voice in
the process, according to
Maystadt’s report.

Too much influence
Indeed, the EU may
want too much of a say,
according to Hilde Blomme,
FEE deputy CEO. ‘We
believe that there is already
a lot of European influence
over the IASB,’ she told
Accounting and Business,
noting that some IASB
board members come from
Europe. Comment letters
from EFRAG to the IASB
during the definition of a
standard also carry some
weight, as other jurisdictions
applying IFRS often use
them as a benchmark to
draft their own input.
‘The IASB is an
independent standard-setter
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– it is not liable to one group
or the other to be more
influenced by one or the
other and take into account
certain perceived views,’
Blomme added. ‘It cannot
favour the European view if
that is to the detriment of
the global view.’

The way forward
Looking ahead, BoutellisTaft told the workshop it
was time for the European
Commission to respond to
the report and make ‘its
intentions clear about how
this will be taken forward’.
According to one
EU official, most of the
recommendations of the
Maystadt report can be
implemented without having
to change EU law, which is
always a lengthy process.
‘Those are mainly the
recommendations on the
reform of EFRAG structure
and governance, which will
be put in place by a reform
of EFRAG statutes and
rules of procedures,’ the
official adds.
Changing the wording
of IFRSs and adding
new criteria for their
endorsement in Europe
would, however, require
amendments to current
legislation. Brussels has
not yet decided whether
to propose such changes,
according to the official.
More details are expected
by 31 March, when the
European Commission
plans to present a report to
the European Parliament
on reforming the EU’s
adoption of IFRS and the
restructuring of EFRAG. ■
Carmen Paun, journalist
based in Brussels
FOR MORE INFORMATION:

Maystadt’s report is at http://tinyurl.com/maystadt
More on corporate reporting at www.accaglobal.com/
reporting
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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 countries around the world
FINANCIAL REPORTING
IAS 27 AND IAS 19
AMENDMENTS

The International Accounting
Standards Board (IASB)
has issued an exposure draft
on its proposal to amend
IAS 27, Separate Financial
Statements, by allowing the
equity method in separate
financial statements.
It has also made narrow
scope amendments to
IAS 19, Employee Benefits,
affecting staff contributions
to defined benefit plans.
Both allow for early
adoption.
More at www.accaglobal.
com/advisory

AUDIT AND ASSURANCE
ASSURANCE
ENGAGEMENTS

International Standard on
Assurance Engagements
(ISAE) 3000 Revised,
Assurance Engagements
Other than Audits or Reviews
of Historical Financial
Information, is effective for
assurance engagements
when the report is dated on
or after 15 December 2015.
Each assurance
engagement is classified as:
an attestation engagement
or a direct engagement
a reasonable assurance
engagement or a limited
assurance engagement.
To use the ISAE it
is expected that the
practitioner is subject to
ISQC 1 and the engagement
team and reviewer are
subject to Parts A and B
of the Code of Ethics for
Professional Accountants.
More at www.accaglobal.
com/advisory

*
*
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GUIDE TO REVIEW
ENGAGEMENTS

As highlighted last month,
the International Federation
of Accountants (IFAC) has
issued a guide to review
engagements, which
coincides with the coming
into effect of the updated
standard ISRE 2400
(Revised). It is effective for
periods ending on or after
31 December 2013.
IFAC suggests that a
review engagement ‘is
another form of assurance
that can meet the needs of
some SMEs without putting
an undue strain on time and
other resources’, and that
it provides ‘some level of
independent assurance to
increase the credibility of
their financial statements’.
The guidance is aimed at
supporting practitioners and
contains examples, work
programmes, extracts from
the standard and checklists.
More at www.accaglobal.
com/advisory
Glenn Collins, head of
technical advisory, ACCA UK

EUROPEAN UNION
TEN-YEAR MANDATORY
AUDITOR ROTATION

Auditors of listed companies
within the EU will have
to rotate after 10 years
following an agreement
reached last December
between the European
Commission, the European
Parliament and the EU
Council of Ministers.
Under the deal, EU
countries can allow this
maximum engagement
period to be extended to 20
years as long as the auditor

was selected following a
public tender.
Audit firms will not be
allowed to provide tax,
consultancy and advisory
services to audit clients.
EU internal market
commissioner Michel
Barnier said: ‘Although
less ambitious than
initially proposed by the
Commission, landmark
measures to strengthen the
independence of auditors
have been endorsed,
particularly in the auditing
of financial institutions and
listed companies.’
Carmen Paun, journalist

WTO TALKS START
WITH BRAZIL

The EU has launched
formal talks at the World
Trade Organisation (WTO)
with Brazil over claims
that the latter imposes
discriminatory taxes to
help its automotive and
electronics sector.
Brussels claims that
Brazilian companies are
benefiting from unfair
and illegal advantages by
being taxed at special low
rates when they operate in
Brazilian free trade zones.
If the talks fail, a WTO
disputes panel could
adjudicate on whether these
taxes break global trade
agreements.
More at http://tinyurl.
com/WTOdispute

CUSTOMS OFFENCES

The European Commission
has proposed a common EU
list of customs offences. The
list includes non-payment
of duties, failure to declare
goods to customs, the

falsifying of documents,
failure to present proper
documentation, and more.
The proposal would also
harmonise fines, which
would range from 1% of
the value of goods for
inadvertent or administrative
errors, to 30% for the most
serious breaches (or up to
€45,000 where crimes are
not linked to specific goods).
The proposal is at
http://tinyurl.com/EUcust

EU FUNDS ACCOUNTING
ORGANISATIONS

The EU is to fund the
International Financial
Reporting Standards (IFRS)
Foundation and the Public
Interest Oversight Board
(PIOB) from 2014 to 2020.
It will pay the
organisations €4.3m
and €300,000 a year
respectively.
It will also pay €3.4m
annually to the European
Financial Reporting Advisory
Group (EFRAG) between
2014 and 2016.

NON-FINANCIAL
REPORTING RULES

Negotiations over an EU
directive on non-financial
company reporting will
begin in earnest in early
2014, with the proposed
legislation being approved
in principle by the European
Parliament’s legal affairs
committee.
The committee has
authorised a representative
(a ‘rapporteur’) to debate
the details with the EU
Council of Ministers.
The current proposals
would require EU companies
with more than 500
employees to include in
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their management reports
a non-financial statement
describing their impact on
environmental, social and
employee matters, including
human rights issues and
efforts to combat corruption
and bribery.
More at http://tinyurl.
com/EUnonf

OECD
FEDERAL TAX SYSTEMS

The Organisation for
Economic Cooperation
and Development (OECD)
has released a book that
provides insight into how
national and regional (or
subnational state/provincial)
governments interact in
framing and operating tax
policies and collection.
Fiscal Federalism 2014:
Making Decentralisation Work
looks at how decentralised
taxation systems can
benefit companies and
how tax competition
between different levels
of government can have
positive or negative
economic effects.
Fiscal Federalism 2014:
Making Decentralisation Work
is at http://tinyurl.com/
FiscFed1

TAX RATE DETAILS IN
RICH COUNTRIES

A detailed report on tax
rates levied in 30 rich
countries has been released
by the OECD.
The Revenue Statistics
1965–2012 report finds that
the ratios of tax revenues
to GDP rose in 21 of these
30 countries in 2012
(the largest rises were in
Hungary, Greece, Italy and
New Zealand) and fell in
nine countries, with the
steepest falls occurring in
Israel, Portugal and Britain.
Revenue Statistics 1965–
2012 is available at
http://tinyurl.com/RevStat
Keith Nuthall, journalist
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AUSTRALIA
SUPERANNUATION

The Australian Accounting
Standards Board (AASB) has
approved a new standard
applying to superannuation
entities, which is subject
only to a fatal flaw review
by 28 February 2014.
Following the fatal flaw
process, the final standard
is expected to be made by
the AASB in early 2014. The
standard will replace AAS
25, Financial Reporting by
Superannuation Plans, and is
expected to apply to annual
reporting periods beginning
on or after 1 July 2016.
When originally drafted,
AAS 25 was intended
to address the financial
reporting issues that
superannuation plans
were specifically dealing
with at the time (the early
1990s). Developments
in the superannuation
industry and the adoption
of IFRS in recent years
mean there has been a
need for a comprehensive
review of the general
purpose financial reporting
requirements applicable to
superannuation entities.
There were also
deficiencies in AAS 25
when compared to the
requirements in Australian
Accounting Standards
applied by other entities.
These included AAS 25
permitting entities not
to recognise member
liabilities for defined benefit
members.

AMENDED AASB 9

The AASB has approved
changes to AASB 2013–9,
Amendments to Australian
Accounting Standards –
Conceptual Framework,
Materiality and Financial
Instruments.
AASB 2013–9
incorporates IFRS 9,
Financial Instruments
(hedge accounting and

IAASB MAJOR PROJECTS
At its December meeting, the International Auditing
and Assurance Standards Board (IAASB) approved a
consultation paper on its proposed strategy 2015 to
2019 and a work plan for 2015 and 2016. The main
features of the work plan are three major projects
on scepticism, updating ISQC 1 and the special
considerations relevant to financial institutions, as
well as gathering further information on group audits
and developing a process for a post-implementation
review of the revised auditor reporting standards.
Comments will be requested by April 2014.
IAASB also approved the Audit Quality Framework
which will be published in early 2014, and continued its
discussion of possible changes to a number of ISAs to
improve auditing of disclosures in financial statements.
IAASB continued to discuss comments received
on the revision of ISA 720 (other information). The
IAASB intends to approve a new version of ISA 720 for
further consultation.
The meeting also included an update from Canada
on its development of an assurance standard on direct
reporting engagements and an update from the task
force that monitors the IASB work.
The auditor reporting consultation has ended and
will be the IAASB’s key project for 2014.
Sue Almond, ACCA technical director

amendments to IFRS 9,
IFRS 7 and IAS 39).
The IASB removed the
mandatory application date
of IFRS 9. However, to assist
entities in their planning,
the IASB tentatively decided
that the IFRS 9 mandatory
application date will be
no earlier than annual

periods beginning on or
after 1 January 2017. The
application date of AASB
9 has been included for
Australian legislative reasons
and is subject to review. ■
Lei Xu, technical manager,
ACCA Australia and
New Zealand
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What makes us
different can make a
real difference to you.
Rigorous. Relevant. Real. The Ashridge MBA.

"I chose Ashridge for its triple
accreditation, focus on strategy,
leadership and personal development
and the practical, integrated approach".
Philipp von Czapiewski, Head of Flight Strategy
and Pricing, TUI Deutschland GmbH

Open Day Saturday 15 February
www.ashridge.org.uk/mba
admissions@ashridge.org.uk
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Competing at the highest level
It’s important to make the most of your finance credentials when applying for an
MBA course. Here are some top tips on how to sell yourself effectively
According to the Financial
Times, the highest-ranking
business school in the
world is Harvard, followed
by Stanford Graduate
School of Business. But the
US does not dominate for
long. At number four the
London Business School is
the highest-ranked British
institution, and schools in
France, Singapore, Spain
and China all make it into
the top 10.
Each one now offers
bespoke MBAs for finance
professionals, as part of the
standard MBA course or a
specialist finance master’s
qualification.
The combination of
finance and master’s
qualifications is something
that ACCA takes very
seriously. ACCA and Oxford
Brookes University have
combined their strengths
as leaders in international
education to produce a
blended-learning global MBA
programme designed for
ACCA members.
The programme has
received Association of
MBAs (AMBA) accreditation
and EPAS accreditation
awarded by the European
Foundation for Management
Development (EFMD), which
establishes a global quality
measure for business and
management programmes.
Meanwhile, the London
School of Business and

Finance allows you to
combine your ACCA
Qualification with an MBA.
So with increased
remuneration an obvious
result of having an MBA
under your belt, it isn’t
hard to see why finance
professionals are queuing
up at the doors of both the
top-ranked business schools
as well as more conveniently
located regional institutions.
But how can you make sure
that, as a finance expert,
your application stands out?
Stacy Blackman, MBA
blogger and head of Stacy
Blackman Consulting, says:
‘Students with finance
backgrounds comprise
the largest percentage of
the incoming class at top
business schools. Many
firms require an MBA for
senior-level careers, leading
finance industries to feed
heavily into the most
competitive schools.
‘Applicants often wonder
how to stand out from their
equally impressive peers.
No matter how remarkable
your pedigree, business
schools don’t want a class
filled with individuals of the
same profile. Working hard
to stand out with a highly
typical career background
is going to be the largest
hurdle to admission.’
Blackman says there are
several ways to set yourself
apart. The first is to seek

»

Interested in doing an MBA,
MSc or other postgraduate
qualification? Our special
quarterly section of Accounting
and Business explores the options
and the issues involved.
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out non-traditional
volunteering opportunities.
‘Personal pursuits add
another dimension to your
MBA application,’ she says.
‘However, the reality for
finance professionals is that
a long working week rarely
allows time for meaningful
extracurricular activity.
If that’s you, find flexible
volunteer opportunities.
Look for activities that are
not face-time based. Focus
on action, or a small amount
of time on weekends.’
She adds it is also vital to
liaise with your referees so
that they say the right thing
on your application. ‘Make
sure your recommenders
demonstrate that you
are exceptional among
your peers, and provide
information that shows how
you are different,’ she says.

Secret weapon
‘Recommendation letters
are one of the best secret
weapons for application
success. While it is poor
form to write that you are
better than your peers, your
referees have licence to
compare at will and state
that you are more ethical,
creative and personable.
Make sure they provide
specific examples of your
excellent work. You may
want to provide a bulleted
list of projects you worked
on together, especially if
you were praised for the
results. A performance
review or meeting can be
a useful source for specific
compliments if you are
unsure how to steer your
recommenders.’
Your application should
also highlight unique work
accomplishments. MBA
admissions committees
will understand if you are
junior in your career and
have limited authority to
lead officially at work,
but even small-scale
accomplishments can show
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how you lead, which is the
most important aspect MBA
programmes are looking for.
‘Make sure your
application highlights
work accomplishments
outside the norm,’ says
Blackman. ‘Think about
what you do at work that is
outside your typical deal or
investment-focused work –
and your peers. Instead of
talking about analysis you
conducted or due diligence
you performed, think about
the time you trained interns
or organised a community
service event.’
The fourth and final tip
Blackman gives is to forge
strong ties with the school
you are hoping to attend.
‘It may feel like everyone
around you is also applying
to MBA programmes this
year. The positive aspect
of this is that people you
know from work, college or
perhaps even your sister’s
cousin-in-law are now
students or alumni at your
target schools.
‘Reach deeply into your
network and talk to everyone
you can about your goal.
Having personal touchpoints at your target schools
will allow you to put together
compelling essays. At some
schools, you may benefit
from supplemental letters
if a friend or contact is
especially supportive of your
candidacy. As a minimum,
current students and alumni
are more than happy to talk
about their experiences and
share them.
‘The beauty of the MBA
application process is that
every applicant is unique.
While many applicants have
similar credentials, the
admissions process gives
applicants an opportunity
to go beyond numbers
and statistics and present
a snapshot of who they
really are.’ ■
Beth Holmes, journalist

EUROPE LAGS BEHIND ASIA
There was a 14% rise in global MBA job opportunities
in 2013, according to QS TopMBA.com Jobs and
Salary Trends Report.
The report, which surveyed over 4,300 MBA
employers, found that Asia is the world’s most
dynamic MBA market, with a 20% growth rate.

RAISING THE BAR
Business schools often differentiate themselves with
new and innovative courses.
The University of Vermont’s School of Business
Administration has raised the bar and introduced
the Sustainable Entrepreneurship MBA to put its
graduates in a position to launch their own startups.

MASTERS OF AFRICA
Three graduate courses at the American University in
Cairo’s School of Business have been rated the best
in Africa, according to Eduniversal’s 2013/14 ranking
of top master’s programmes.
The top three programmes are the institution’s
MBA, MA in economics and MA in economics in
international development.

You want to increase
shareholder value.
Your CFO believes
the only way is to
increase dividends.
Other managers
believe you should
reduce dividends and
re-invest profits.
Think you can find an
alternative that works?
Think. You can.
Facing challenges makes
careers. On a Manchester MBA
you’ll work as a consultant on
live business problems. You’ll
take electives developed in
partnership with industry and
professional bodies. You’ll study
at our international centres and
enhance your global network.
Invaluable experience by any
standard. We offer ACCA
members exemptions on our
Accelerated Finance Pathway.
Meet us to find out why so
many of our MBA graduates go
on to work as finance directors
or chief financial officers.

Original Thinking Applied
mbs.ac.uk/mba/events
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IT’S
YOUR
MOVE
A S T O N ’ S T R U LY F L E X I B L E
ONLINE MBA PROGRAMME*
First in the UK for percentage increase in pre-MBA salary,
Aston graduates earn on average 85% more. Study online
anytime, anywhere and you’ll access global networks and a
comprehensive support network.
Make a career-defining decision, choose the Aston MBA.
*Exemptions apply for ACCA members
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Council highlights
The last meeting of 2013 heard reports from International Assembly members and FEE
president André Kilesse, while ACCA future strategy featured prominently on the agenda
Council’s final meeting
of 2013 took place at 29
Lincoln’s Inn Fields on 23
November, following on
from the annual meeting
of ACCA’s International
Assembly. Assembly
members Ahmad Darwish
(UAE) and Roy Tsang (Hong
Kong) were invited to give
reports to Council on the
outcomes of the Assembly
meeting, focusing on the
discussions around ACCA’s
future strategy.
Council was also pleased
to welcome André Kilesse,
president of FEE (the
European Federation of
Accountants), who gave a
wide-ranging presentation on
FEE’s views on audit, public
sector and tax policy, and
the importance of SMPs for
FEE and ACCA’s involvement.
A number of other
matters were debated at the
meeting on 23 November.
Council considered the
regular report of the
chief executive covering
a number of strategic
developments both within
and outside ACCA and

*

*

*

developments in key
markets. The report also
included an overview of
ACCA’s performance in
the year to date, including
a financial summary.
Council approved a
global policy for ACCA
on taxation. Taxation is
and will remain high on
the agendas of policy
makers, businesses and
professional advisers
around the world. It is
therefore timely that
Council should adopt
a number of guiding
policy principles which
can be used as the basis
for ACCA’s position in
the public debates on
principles and practices.
It also supported a
recommendation from
the Governance Design
Committee regarding
an outline package
of changes to ACCA’s
public interest oversight
arrangements, including
a related timetable. Full
developed proposals will
be brought to the next
Council meeting in March.

Council member Japheth
* Katto
gave a presentation
to Council on his term on
the board of IFAC and the
future challenges facing
the organisation.
In other business, Council
agreed a timetable for
choosing its preferred
nominee for vice president
in 2014-2015. It also
received presentations
from the chairmen of
the Governance Design
and Market Oversight
Committees on the work
plans for their committees
for the coming year.
The meeting closed with a
three-hour session devoted
to discussing and developing
ACCA’s strategy to 2020.
Leading futurologist and
scenarios expert Magnus
Lindkvist gave a thoughtprovoking talk on the
emerging trends and how they
shape strategy development.
Chief executive Helen
Brand introduced ACCA’s
draft strategy to 2020.
Council members then broke
into discussion groups to
debate the draft strategy.

*

▲ GLOBAL MATTERS

Japheth Katto talked about his
term on the board of IFAC
The next Council meeting
will take place in Dubai on
13 March, as part of the
biennial series of meetings
held in markets of key
importance to ACCA. A
number of stakeholder
engagement events will be
held around the meeting,
which will be followed by
visits by smaller groups of
Council members to other
countries in the region. ■

HOW WILL YOU SOURCE CPD IN 2014?
One of the big advantages of ACCA’s CPD policy is that it includes all types of learning,
provided that the learning you identify is relevant to your role. You may have not even
considered some potential sources of CPD.
Professional forums offer networking opportunities with people who share your interests
and objectives. It’s a place where stimulating discussions on recent developments occur
and learning from these can contribute towards your CPD. ACCA has a number of official
social media platforms that could offer you verifiable or non-verifiable CPD, depending on
how your learning is applied. For examples of how learning can become verifiable CPD, visit
the Keeping CPD Evidence section of Managing your CPD at www.accaglobal.com/cpd.
Find us on LinkedIn or Twitter to connect with fellow members and get daily updates on
the range of CPD opportunities, including the most up-to-date online articles. You can also
use My Development (www.accaglobal.com/cpd) to find e-learning opportunities that will
allow you to learn when it suits you. If you are a new ACCA member, you can use the CPD
i-guide to learn more about your CPD requirements (http://cpdiguide.accaglobal.com).
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Bye-law and regulation changes
ACCA’s Ian Waters outlines the main changes to the ACCA Rulebook that
have come into force this year, simplifying and enhancing the regulations
Significant changes have
been made to the ACCA
Rulebook, and these take
effect from 1 January 2014.
During 2013, extensive
changes have been agreed,
having undergone due
process. Many of the
changes have been made
with the objectives of:
simplifying the
regulations so that they
are easier to navigate,
giving them better
structure and clarity
using plain English
wherever possible
enhancing consistency
across the regulations
consolidating the
interim orders provisions
(previously within the
Authorisation Regulations
and the Complaints and
Disciplinary Regulations
(CDRs)) into a new set of
regulations, the Interim
Orders Regulations.
At its AGM, members of
ACCA also approved changes
to ACCA’s bye-laws.

*
*
*
*

Section 1 – Royal
charter and bye-laws
Most of the changes to the
bye-laws have been made to
enhance clarity, including
clarity that ACCA can
determine the geographical
seat of any disciplinary
proceedings, and that
the law of England and
Wales applies to the
contractual relationship
between ACCA and its
members, students, etc. In
addition, the changes:
ensure that a former
member or member firm
is contractually liable to
pay amounts due arising
from disciplinary action
brought in respect of

*
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*
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matters that occurred
while still a member or
member firm
simplify the impact
of criminal offences
committed outside the
UK and civil proceedings
taking place outside
the UK
clarify the obligation to
inform ACCA of matters
that might indicate
liability to disciplinary
action, including matters
relating to oneself
enable ACCA to bring
disciplinary action more
than five years after the
relevant person ceases
to be a member, relevant
firm or registered student,
where it is deemed to be
in the public interest.

Section 2 – Regulations

Membership Regulations
Changes to these regulations
provide clarification that:
many provisions within
the Authorisation
Regulations apply
to aspects of the
Membership Regulations
details of a decision to
withdraw an individual’s
membership, affiliate
or registered student
status following a
bankruptcy event (or
to attach conditions to
membership, affiliate or
registered student status)
may be published.
There are enhancements to
clarify service requirements,
and specifically to permit
service by email.
Finally, amendments
have been made in
respect of the mutual
recognition agreement
with the Malaysian
Institute of Certified Public

*
*

Accountants, which was
renewed in late 2012.
Global Practising
Regulations
A new annex has been added
to the Global Practising
Regulations. Annex 6
addresses the requirements
of the South African
Revenue Service in order
for ACCA to be a controlling
body for registered tax
practitioners.
Regulatory Board and
Committee Regulations
In this set of regulations,
specific situations affecting
an individual’s suitability
to remain as a committee
member, assessor or legal
adviser have been identified
in regulations 4(4) and 4(5),
including Mental Health Act
provisions.
Provisions have been
included setting out the
constitution of Interim
Orders Committees and
Health Committees. A
panel member is prohibited
from sitting on a Health
Committee considering the
relevant person’s fitness to
participate in the appeal
process if the panel member
was a member of the
committee that determined
the case at first instance.
Authorisation Regulations
As explained earlier, all
references to interim
orders have been removed
from these regulations
and the CDRs, as they
now appear in the Interim
Orders Regulations. The
Authorisation Regulations
and the CDRs also make
provision for health matters
and the power to refer to a
health hearing.
In order to gain
consistency between these

regulations and the CDRs,
regulation 6 now carries
appropriate provisions
with regard to notice of
hearings, the submission of
information by the relevant
person and amendments
to allegations. With regard
to publicity, regulation
6(12)(b), in respect of the
publication of directions and
conditions imposed upon an
adjournment, is a provision
analogous to the CDRs.
In addition, there is now
provision for appropriate
publicity whenever a relevant
person relinquishes his
certificate before a hearing
takes place.
Other changes to highlight
include the following:
Regulation 3(2)(f)
explains the admissibility
of evidence, including
the appropriate evidence
arising from earlier civil
or criminal proceedings.
Regulations 3(5) and
6(16) provide that
written reasons should
usually accompany a
written decision or notice
of orders.
Regulation 8(2) provides
for the Admissions and
Licensing Committee to
amend, vary or rescind
an order, to the advantage
of the relevant person,
where new evidence
comes to light which
fundamentally invalidates
the same, eg where an
order is on the basis of a
criminal conviction that is
subsequently overturned.
(Similar provisions have
been included within the
CDRs and the Appeal
Regulations.)
Regulation 11(2)(f)
represents a change

*

*

*

*
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to the effective date of
service in respect of
service by email.
Complaints and Disciplinary
Regulations
Regulation 9(1) itemises the
requirements of a notice
to a relevant person. It also
requires the relevant person
to notify ACCA of whether
he intends to attend the
hearing, call witnesses,
etc. Regulation 9(3) details
the case management
provisions.
Regulation 12, in respect
of orders and sanctions,
notes that the Disciplinary
Committee must start by
considering the least serious
disposal first. It has also
been amended to reduce the
upper limit on compensation
to a complainant to £1,000.
Such compensation is
intended to reflect any
inconvenience suffered by
the complainant as a result
of the relevant person’s
failure to observe proper
standards, rather than
any claim for damages
recoverable in legal
proceedings.
The regulations have been

amended to provide much
more information concerning
matters that are ‘rested on
file’. Other changes to note
include the following:
A relevant person will, in
future, usually be named
in pre-hearing publicity.
Former members,
former affiliates and
former students may
be required to go to the
Admissions and Licensing
Committee in the case
of an application for
readmission.
There is a new regulation
concerning consequential
orders (regulation 13).
Regulation 16(2)
provides that written
reasons should usually
accompany a written
notice of findings.
Regulation 21(2)(f)
represents a change
to the effective date of
service in respect of
service by email.
Appeal Regulations
Many of the changes to
these regulations are
consequential changes as
a result of the new Health
Regulations. Consistent with

*
*

*
*
*

other sets of regulations,
there are also amendments
in respect of the provision
of written reasons, the
naming of the appellant
in pre-hearing publicity,
and service by email. In
addition, regulation 13(2)(b)
provides that an application
for costs to be recovered
from the appellant may, by
agreement, be considered
without a hearing.
Interim Orders Regulations
Hearings of the Interim
Orders Committee
(including review hearings)
will, ordinarily, take place
in private. However, the
committee’s decisions are to
be published.
Health Regulations
This new set of regulations
brings together the
regulations concerning
a member’s ability to
participate in proceedings.
Health hearings are to take
place in private, unless the
relevant person applies for

65

a hearing in public and the
Health Committee grants
the application. All orders
will be published.

Section 3 – Code of
Ethics and Conduct
ACCA’s Code of Ethics and
Conduct has been amended
in order to implement
changes to the International
Ethics Standards Board
for Accountants’ Code of
Ethics for Professional
Accountants. These changes
are primarily concerned with
conflicts of interest and
breaches of requirements of
the code.
A change to the
Insolvency Code of Ethics
has been effected to reflect
the requirement that a
member shall observe the
code, while retaining a
principles-based approach
within the code itself. ■
Ian Waters is regulation and
standards manager, ACCA
FOR MORE INFORMATION:

ACCA’s Rulebook can be viewed at
www.accaglobal.com/rulebook
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22 ACCA President
Integrated reporting
demonstrates
leadership, says
Martin Turner

50%

Percentage
of a global
survey
of 1,300
employers
who say ACCA is
the leading global
professional accountancy
body in terms of
reputation, influence and
size. Find out more about
the benefits 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

ACCOUNTING AND BUSINESS

Integrated reporting first
Building on its reputation for innovation, ACCA will introduce
integrated reporting into its qualification from December 2014
ACCA has become the
first global accountancy
body to introduce
integrated reporting into
its qualification.
Students will be
examined on integrated
reporting for the first time
when it is introduced into
the ACCA Qualification from
December 2014.
This follows the launch by
the International Integrated
Reporting Council of its new
framework in December.

Alan Hatfield, director
of learning at ACCA, said:
‘ACCA has a history of
innovation and anticipating
trends. We were the first
professional accountancy
body to examine in
International Financial
Reporting Standards and the
first, in 2000, to examine on
the framework of GRI, the
Global Reporting Initiative.
‘We continue to enhance
our syllabus on a regular
basis to ensure that

ACCA members are at the
forefront of good practice.
This means that we can
be confident that ACCA
members are complete
finance professionals,
equipped with skills to work
in all sectors.
‘This change resonates
well with ACCA’s
core values, such as
opportunity, innovation and
accountability,’ he added.
More on pages 20, 22,
36 and 49.

WORKSHOP DEMYSTIFIES IR
ACCA Sri Lanka recently organised a workshop,
‘Unravel the path to integrated reporting’. The
well-attended workshop included sessions covering
key areas related to integrated strategy, valuation of
externalities, active governance and telling the
value-creation story.
Santhosh Jayaram (pictured), technical director,
sustainability and climate change at KPMG India, was
the keynote speaker. He pointed out that an integrated
report provides a clear and concise representation of
how an organisation demonstrates stewardship and
how it creates value.
At the end of the session Jayaram commended
ACCA for conducting such workshops.

COUNCIL TO MEET IN DUBAI
The ACCA Council, comprising senior members
from around the world, will hold its annual meeting
in March in Dubai – with additional meetings
held in Bangladesh, Pakistan, Oman and Sri
Lanka to further relationships and partnerships
across the region.
Issues will include the demand in Middle East,
North Africa and South Asia (MENASA) for complete
finance professionals – accountants who can work
along the financial value chain and are well placed
to be strategic leaders, ensuring organisational
stewardship and compliance. Developments in
corporate reporting and women in finance will also
be high on the agenda.

Making security your
strategic advantage

Joining physical, personnel and systems
security brings your business competitive
advantage through helping implement the
most cost effective and efficient approach
to building security into your business
operations.
Atkins helps clients to achieve this
competitive advantage by:
• Striking the right balance between
people, processes and technology
• Creating a safe environment to do
business
• Reducing risk and vulnerability
• Balancing spend on security to get best
value from the investment you make in
protecting your business.

Plan Design Enable

www.atkinsglobal.com/security

CPD

Get verifiable cpd
units by reading
technical articles

THE MAGAZINE FOR FINANCE PROFESSIONALS

DISASTER RECOVERY
PHILIPPINE ACCOUNTANTS AND THE RELIEF EFFORT

INTEGRATED REPORTING

PROFESSOR BOB ECCLES ON THE INVESTOR CONUNDRUM
OPINION MANDELA’S PASSING
US PwC’s SHANNON SCHUYLER ON CSR
CAREERS HOW TO BECOME ORGANISATIONALLY SAVVY

