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WOMEN NEED TO TAKE CREDIT

There’s an anecdote from a few years back, told to me
by a senior female professional accountant, that I often
find myself repeating. It’s about a job ad which posted
a salary of around £80,000. Very few women applied.
But when exactly the same job was readvertised, but
with a salary of something like half the £80,000, lots
of women applied. While I hope things have moved on
since those days, gender differences at work are still
the subject both of anecdotal interest and academic study.
Our talent doctor, Rob Yeung (page 44), reports on the evidence of some
recent studies about the battle of the sexes. In the results of one study he
quotes, male and female leaders were found to be no different in their levels of
interpersonal competence and emotional intelligence; however, the male leaders
tended to be more successful – they were promoted more frequently and saw
their salaries increase more. Even when female leaders had equivalent levels
of skill, he says, they tended to be rewarded with fewer promotions and salary
increases. And in another study, women were much less likely than men to claim
credit for having made the most contribution, putting it down to team work.
In this month’s profile interview, award-winning Sydney-based CFO Paula
Kensington FCCA (page 12) is ambitious, driven and passionate about her work
and she believes that being female has its advantages. A woman’s approach is
softer, she says, and ‘for a CFO it really helps not to bring your ego to the table’.
Meanwhile, at an ACCA-sponsored roundtable in Dubai on creativity and
innovation in finance leadership (page 64), Mark Batey, joint chair of Manchester
Business School’s Psychometrics at Work Research Group, put it to the floor
whether women make better creative and innovative leaders.
It’s an interesting debate and it’s good to see in the pages of this magazine so
many successful women putting forward their opinions.
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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NEWS | PICTURES

▲ SNAP HAPPY

The England football team were welcomed
to Brazil ahead of their first World Cup game.
England’s Premier League – which saw
combined club revenues of £2.9bn in 2012/13
– has a large following in the country

▼ ALL CHANGE

A shakeup of seats following
the European Parliament
election in May produced
what London mayor Boris
Johnson described as a
‘peasants’ revolt’

▲ CONSTRUCTION CONCERN

Environmentalists fear that infrastructure
related to a proposed coalmine could
damage Australia’s Great Barrier Reef
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▲ BRAKES ARE ON

Taxi drivers in Madrid, Spain and London,
UK protested about the growing use of
controversial metering app Uber

▲ LIFE IS TWEET

The United Nations is considering alternative
measures of GDP – including birdsong, girls’
school attendance and a good night’s sleep
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News round-up
This month’s stories include a converged accounting standard on revenue recognition, an
EC investigation into countries’ tax rules, and SEC review of Big Four China practice ban
REVENUE RECOGNITION

The International Accounting
Standards Board and the
US Financial Accounting
Standards Board have
agreed a converged
accounting standard
on revenue recognition.
The core principle of the
converged standard is
to recognise revenue for
goods or services at the
time a company expects
to be paid. There will also
be greater disclosure on
revenue. The two boards
have established a Joint
Transition Resource Group
to ease implementation
of the new standard. Phil
Dowad, KPMG’s global
IFRS revenue recognition
leader, said the converged
standard would affect many
businesses. ‘Companies that
sell products and services in
a bundle, or those engaged
in major projects… could
see significant changes
to the timing of revenue
recognition,’ he said. See
also page 52 and page 54.

EC LOOKS AT TAX RULES

The European Commission
has launched an investigation
to determine if Apple,

Starbucks and Fiat are
benefiting from illegal
state aid from member
countries through favourable
tax treatments. The
investigation will examine
Ireland’s treatment of Apple
subsidiaries, Netherlands’
relations with Starbucks
and tax arrangements in
Luxembourg of Fiat Finance
and Trade. Commission vice
president Joaquín Almunia
said: ‘Under the EU’s state
aid rules, national authorities
cannot take measures
allowing certain companies
to pay less tax than they
should if the tax rules of
the member state were
applied in a fair and nondiscriminatory way.’

CHINA BAN CHALLENGED
The Big Four accounting
firms have won a review
of the ban on their China
practices’ auditing of US
listed companies. The
Securities and Exchange
Commission is to
conduct the review of its
administrative law judge’s
ruling that invoked the sixmonth suspension. Action
was taken against the Big
Four for refusing to release

audit-related documents
of US listed, but China
located, companies to the
SEC, which the firms say
they are prevented from
doing by Chinese law.
Meanwhile, a court in Hong
Kong has ordered EY to
release audit documents
related to a former Chinese
client, Standard Water, to
Hong Kong’s Securities and
Futures Commission.

SUSTAINABLE CONCERNS

Most investors now
consider sustainability
issues, with 80% regarding
sustainability a relevant
concern when making
investments, according to
PwC’s report, Sustainability
goes mainstream. ‘Our
research sought to gain
insight from investors about
how they are incorporating
issues of climate change,
resource scarcity, extreme
weather events and evolving
corporate responsibility
expectations into their
investment decisions and
strategies,’ said Kayla Gillan,
leader of PwC’s Investor
Resource Institute. ‘We
found significant evidence
that an effect is occurring

INDIAN REFORM URGED
India’s new government must concentrate on legal
reforms to make it easier to do business, says a report
by the Confederation of Indian Industry and KPMG.
Narendra Modi (pictured) was elected India’s prime
minister on a pro-business agenda. The CII and KPMG
report, Ease of doing business in India, says priorities
must be the ease of setting-up firms, land acquisition,
tax law and contract enforcement. In the most recent
World Bank Doing Business report, India was ranked
134 out of 189 countries – the lowest rating of any BRIC
country. Read the report at http://tinyurl.com/c4gbffh
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today – and that it is likely
to increase in coming years.’
See also pages 20 and 22.

FUNDS SUPPORT FOR IR

An integrated reporting
pension fund network
has been formed with
the support of some of
the world’s largest funds,
including AustralianSuper
and CareSuper. The network
will increase engagement
across the sector with the
International Integrated
Reporting Council and
help promote support for
the concept of integrated
reporting (IR). The network’s
first meeting was held in
Australia and heard from the
National Australia Bank and
the Australian Council of
Superannuation Investors as
supporters of IR.

HIGH COST OF FRAUD

Around 5% of global
revenues are lost to fraud,
amounting to a total annual
loss of more than US$3.5
trillion, according to a
study by the Association of
Certified Fraud Examiners,
the 2014 Report to the
Nations on Occupational
Fraud and Abuse. A typical
in-house fraud costs
a corporation about
US$140,000, but in more
than one in five instances
the fraud costs more than
US$1m. On average, it
takes 18 months before a
fraud is detected. Smaller
businesses suffered higher
fraud losses than the largest
corporates. Read the report
at www.acfe.com/rttn.aspx

KPMG MERGERS

KPMG has completed
two new major business
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deals. Most of the partners
and staff of hedge fund
professional services firm
Rothstein Kass are to join
KPMG, to make KPMG
the largest audit, tax and
advisory practitioner in the
hedge fund sector. John
Veihmeyer, global chairman
of KPMG, said the deal
represented ‘a significant
investment in our audit and
tax businesses’ – though the
firm is not disclosing terms.
KPMG has also acquired
SAFIRA, one of the largest
global business process
management providers.
KPMG said the transaction
supported its strategy to
provide comprehensive
technology-enabled
solutions to business
problems.

ISLAMIC FINANCE

Islamic finance could
be susceptible to future
systemic financial crises,
even though it withstood
the recent crisis better
than the conventional
banking sector, according
to a report from the Islamic
Financial Services Board.
The Malaysian-based
organisation outlined risks
as reduced profitability
within the Islamic
banking sector, liquidity
management, asset quality
and capital adequacy.
Islamic banking coped
better than mainstream
banks in recent years
because it had no exposure
to sub-prime lending
instruments and structured
products, but it could
be vulnerable to a sharp
reduction in commodity
prices and real estate
values.

AUDITOR SUSPENDED

The US Securities and
Exchange Commission has
charged the former chief
risk officer at Deloitte LLP
with violations of auditor
independence rules. It

found that James T Adams
repeatedly accepted tens
of thousands of dollars
in casino credit while he
was the advisory partner
on subsidiary Deloitte &
Touche’s audit of a casino
gaming corporation. Adams
concealed this from Deloitte
and lied to another partner
about it. Adams agreed to
settle the SEC’s charges
and has been suspended
for at least two years from
practising as an accountant.
Deloitte did not respond to a
request for comment.

FOREIGN AUDITOR BAN?
Audit firms based in
countries imposing
economic sanctions on
Russia may be banned
from conducting audits
of state entities there,
according to reports in the
Russian media. A draft law
is apparently being drafted
by representatives of the
majority United Russia
party which would impose
the ban, ostensibly on the
grounds that auditors from
Western nations adopt an
approach biased against
public sector independence
and favouring inward
investment.

PCAOB GUIDANCE

The US Public Company
Accounting Oversight
Board is to consider the
economic impacts of its
activities in the future under
newly published guidance.
PCAOB chairman James
R Doty explained: ‘The
guidance builds on the
PCAOB’s existing rulemaking
process by establishing
an analytical framework
for staff to evaluate the
economic implications of
standard-setting projects
that are presented for board
consideration,’ he said. The
new framework for rulesetting will require staff
to describe the need for a
rule, a baseline to measure
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INTERNATIONAL CAREERS TAKE OFF

The numbers willing to work abroad have more
than doubled over the last five years, with the UAE
among the top 10 destinations, according to Global
Professionals on the Move 2014, produced by
Hydrogen Group and MEB students at ESCP Europe.

its effect, reasonable
alternatives and analysing
the economic impacts,
including benefits and costs.

entrepreneurs who are
willing and capable of taking
advantage of opportunities,
says the report.

AFRICA ‘MUST CONNECT’

AFRICAN FDI RISES

Africa can outperform
international growth rates
if it can connect more
effectively with global capital
markets, according to the
latest African Economic
Outlook report from the
African Development Bank.
It argues that Africa can
transform its economy
providing it invests
sufficiently in the skills
and technology needed to
boost development and if
it uses this to participate
more effectively in the
global production of goods
and services. This requires
sound public policies and

Foreign direct investment
in sub-Saharan Africa rose
by 4.7% last year, but
declined in North Africa by
nearly 30%, concludes a
report from EY. The fall in
investment in North Africa
is the result of the political
and social uncertainty in
the region. While the UK
is the largest investor in
Africa, there is a steady rise
in intra-African investment,
including by businesses
in Nigeria and Kenya. The
most popular destination
countries for investment
are South Africa, Kenya
and Nigeria.

»
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TRENDS

60% 36%
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55% 43%

43% 55%

42% 54%

Frozen

39% 58%

Percentage of companies increasing or maintaining finance salary levels

New Zealand
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UAE

UK

Switzerland

Percentage of companies increasing or maintaining finance bonus levels

31% 36%

37% 51%

27% 51%

26% 51%

16% 58%

IN THE MONEY

New Zealand and Australia are among the top three countries increasing or
maintaining salary levels, according to research by Robert Half across 16 countries.
The survey also found that 61% of Chinese companies plan to increase bonuses,
compared with 28% globally.

SURPLUSES TO FALL

Fiscal surpluses in Gulf
states are likely to fall in the
coming years, according
to a survey of analysts
conducted by Reuters. Saudi
Arabia’s budget surplus was
reported by the International
Monetary Fund at 8.3% last
year, but is predicted to
fall to 4.9% this year and
3.7% in 2015. Weakening
oil prices are a key factor,
with the US, Iraq and Libya
all increasing oil production.
A strong non-oil sector will
help to drive growth in the
rest of the economy, suggest
the analysts.

ZIMBABWE EASES RULES
Zimbabwe has agreed to
relax foreign investment
rules, allowing foreign-

ACCOUNTING AND BUSINESS

owned companies to
take majority stakes in
businesses operating in
the country. Previously
Zimbabwe’s indigenisation
law had required local
investors to hold a majority
stake in any project in
the country. However, it is
expected that controls will
remain in place limiting the
investment returns available
to foreigners. Opposition
politicians had claimed
the laws were designed to
financially reward close
allies of President Robert
Mugabe.

FAIR VALUE CLARIFIED
The US Governmental
Accounting Standards
Board has proposed a new
exposure draft to describe

how fair value should be
defined and measured,
what assets and liabilities
should be measured at fair
value and what information
relating to fair value should
be disclosed. The GASB
proposes that fair value
be defined as the price
that would be received to
sell an asset or transfer
a liability, assuming an
‘orderly transaction’.
Some investments would
be excluded from fair
value measurement, such
as short-term money
market instruments. See
also page 54.

HERTZ RESULTS REVIEW
Hertz has announced that
it is reviewing its financial
reporting and may need to

restate the last three years’
financial results. Errors
were identified in trading
accounts in Brazil and its
treatment of capitalisation
and depreciation of
assets. Problems with its
accounting could lead to
a delay in its planned sale
of its equipment rental
business. Hertz expects
its auditor, PwC, to give it
an ‘adverse opinion’ on its
financial controls.

RSM EXPANDS

RSM International, the
seventh largest global
network, has continued
its expansion with new
representation in Slovakia,
Estonia, Guatemala,
Mauritius and Panama. The
presence in Slovakia will
be conducted by existing
Czech member firm, RSM
TACOMA. Correspondent
firms Illescas e Illescas in
Guatemala and Margéot
& Associates in Mauritius
become full members, while
Assertum Audit OÜ becomes
a correspondent firm in
Estonia. RSM has added
the former Moore Stephens
Panama firm to its network.
RSM expanded significantly
after the recent admission
of the UK firm previously
known as Baker Tilly.

GRANT THORNTON M&A

Grant Thornton International
completed 17 mergers and
acquisitions in the seven
months ending April, it has
announced. Mergers took
place in Australia, Cyprus
and the Isle of Man, while
three acquisitions were
concluded in Canada. The
most recent deal saw Grant
Thornton acquiring UK
analytics firm Local Futures
Group, supporting the firm’s
aim of providing a more
holistic business advisory
service. ■
Compiled by Paul Gosling,
journalist

THINGS
work
beTTer
wHeN
THey are
compleTe

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

Find out more at
accaglobal.com/complete
The global body for
professional accountants
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AGENT OF CHANGE

Finance officers of the future must offer strategic leadership, says award-winning CFO
of the year Paula Kensington FCCA, CFO of software company Rubik Financial

T
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2011 TO 2014

CV

here is nothing better for a financial professional
than to oversee the transformation of an innovative
company from a small scrapper to a big player, as
Australia-based Paula Kensington FCCA well knows.
She is CFO of Rubik Financial, a Sydney-based provider of
banking software, whose revenue since the end of 2011 has
increased by 200% and its share price multiplied, driving
market capitalisation exceeding A$150m (US$140m).
Rubik has surfed the growth of Australia’s big four banks
– Commonwealth Bank, Westpac Banking Corporation,
Australia and New Zealand Banking Group (ANZ) and
National Australia Bank (NAB), which are some of the world’s
most profitable. According to figures published by the Baselbased Bank for International Settlements, Australia’s big
four have better returns than most lenders in other major
developed countries, including the US and Britain.
Critics claim these super-profits result from a lack of
competition in the market; banking experts say they are
the outcome of Australia’s general economic resilience.
Whatever the reason, the Australian financial services
industry appears fighting fit and offers opportunities for
those catering to it.
For her part, the 44-year-old Kensington, who joined
Rubik two-and-a-half years ago as CFO and company
secretary, won the 2013 Thomson Reuters Tax and
Accounting Excellence Award. ‘For me that was the
equivalent of winning an Oscar in Hollywood,’ says a
beaming Kensington.
‘The Rubik journey has been transformational. When
I joined, we were still making losses,’ she says. Today,
Rubik has put its business faith in three takeovers, among
them the 2012 acquisition of Coin Software, a wealth
management system developed by Macquarie’s Banking
and Financial Services Group. This has provided Rubik with
a second segment of business separate from its ‘bankin-a-box’ programme that can run a complete high-street
banking operation.
Kensington says the award honours not only Rubik’s
success, but also her ideas about the CFO of the future. She
believes successful finance directors will have to be strategic
leaders and change agents, adding value to their business
rather than just crunching numbers. ‘I personally see myself
as a corporate disrupter,’ she says, ‘because I know unless
you question what is going on in the business you are going
to get left behind. Our software moves fast and so do our

CFO and company secretary at
Rubik Financial, where she won
the Thomson Reuters CFO of the
Year 2013 award in Australia, and has
just been headhunted to be CFO/COO for
workspace provider Regus in Australia and
New Zealand, where she starts in July

2010–11

Financial controller at AWA, Sydney

2007–09

CFO, Keycorp, Sydney

2001–04

Group accountant at Chubb Security
Systems, UK

1993

Group accountant at British Printing
Company, UK

customers. They are moving from a licence-per-seat pricing
model to software as a service. Today, they want to dial in
and out and expect the price system to change accordingly.’
Kensington is extremely driven and sees no reason to
hide her energy and ambition. ‘I am not just the finance
leader, but a leader across all of the business. I care about
the company as a whole and want to make sure that we
achieve what we set out to achieve.’

Courage and determination
Self-confident, she says: ‘I am courageous and determined.
My ultimate goal is to become a CEO one day, and with a
background in finance, I believe I have the solid foundation
to make this a reality.’
She also feels that being female has its advantages: ‘A
woman’s approach is a little softer and for a CFO it really
helps not to bring your ego to the table.’
Being passionate about business herself, she looks for
commitment when hiring. Under her leadership, Rubik’s
finance team has grown from three to seven. ‘Apart from

»
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the qualifications, I want to see passion
for the job,’ she says. ‘I want change
agents in my team, people who buy
into my vision, come on board and help
me drive my vision.’
She is also a strong believer in
diversity and has people in her team
from Mauritius, Hong Kong, South
Africa, the Philippines, India and
China. Recently, she hired three graduates from Sydney’s
Macquarie University, where the head of the finance
department is a close associate within Kensington’s network.
Networking and mentoring are activities close to her
heart, as at almost all stages of her career a mentor played
a crucial role in helping her reach her next goal.
After two years as a trainee at London department store
John Lewis, Kensington realised that she wanted to be in
charge of her own destiny. With a grandfather, her father
and two brothers already working in accounting, finance
seemed an attractive pathway to personal achievement and
freedom. So she obtained a role as a clerk in the accounting
department of British printing company Polestar. There, her
boss took note of the ambitious young employee and said:
‘If you want to get somewhere, you need to be qualified,’
Kensington recalls.
‘At the time, ACCA was the only route available to become
an accounting professional without going to university,’ she
adds. ‘So I made a plan and went to college in the evenings.
At the same time, I got promoted to head accountant at

▌▌▌‘Apart from the qualifications, I want
to see passion for the job in successful
applicants. I want change agents in my
team, people who buy into my vision’

Accounting and Business

Polestar. My boss could see the path that I was on and
believed in me.’
In hindsight, this recognition was a ‘powerful experience’.
A decade later, when she had been promoted to the
printer’s group accountant, she was headhunted by
Chubb Securities Services. There, she helped build a new
general ledger reporting system and became part of the
team that introduced a group-wide consolidated system.
When United Technologies Corporation (UTC) bought
Chubb, she helped with due diligence; but when UTC
offered her a job in Connecticut, US, she decided instead to
travel for a year.
On the road, she fell in love with Sydney, applied for
an independent skills visa and moved there in 2007. After
three weeks in the country, she got a job in the finance
department of Keycorp, a publicly traded company
specialising in payment systems. She was still a rookie when
Keycorp breached a bank covenant; the chairman, CEO and
CFO resigned, and overnight she became one of the most
senior experts in the remaining finance department.

INTERVIEW | FOCUS

RUBIK FINANCIAL

*
*
*

It has four product lines in two
segments: wealth management and
financial planning technology, core
banking systems including phone,
mobile banking and internet banking,
cards and payments, and receivables
and recoveries.

Listed on the Australian Securities
Exchange (ASX), it has a market
capitalisation of A$150m (US$140m).
It generates an annual turnover of
A$30m with 150 staff, and revenue has
increased by over 200% since 2011.

The incoming interim CFO asked her to help get the
business back on track. Through this work, Kensington
became financial controller, recruited her own team and
negotiated a new lending plan with the banks. For a second
time, a mentor – the same interim CFO – stepped up and
asked her to take over the CFO role.
‘That was what I wanted, but I wasn’t sure if I was ready
for the opportunity,’ she admits. ‘Such doubts can be very
female and we need to abolish such thoughts if we want to
achieve an even platform with our male competitors.’

Opportunity knocked
Kensington took the leap of faith. ‘And there I was,’ she
says, ‘in my first year in Australia as CFO of an Australian
Securities Exchange-listed company. I would not have had
such an opportunity in London.’
But when, 18 months later, Keycorp decided to move to
Melbourne after having had to disinvest from the smartcard
business, Kensington took a redundancy package. Then the
global financial crisis hit.
‘I only had 18 months as CFO under my belt and it
turned out to be challenging to find a new job in the
circumstances,’ she says. ‘In the end, I had to sidestep
to become financial controller at AWA, a technology
services provider. The CFO wanted to do a systems
integration and left me to run the finance team. That
was great; he had the ultimate responsibility and under
his wing I was able to learn how to master the ropes as
acting CFO.’

*

Australia allows people to
prove themselves and that makes
for great opportunities. You have
the unspoken permission to make
a difference.’

TIPS

BASICS

*

The company is an Australian provider
of financial software and technology to
around 600 customers, mainly financial
institutions, including the country’s
four biggest banks.
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*
*

‘The industry is more agile here
and moves a lot faster. That can be
challenging if you are not willing to
continuously develop yourself.’
‘In future it may become more difficult
for accountants from the UK to enter
the Australian labour market since
there is an ongoing debate about
whether accounting roles should be
struck off Australia’s priority list for
skilled migrants, which it is argued
would bolster the home-grown talent
pool. I personally would deplore
such a move since I am big believer
in diversity.’

Kensington implemented a customer profitability
reporting system: ‘AWA was trying to be everything to
everybody and this was challenging the existing business
model. I needed to show the board which part of the
business they needed to restructure.’
She was then the beneficiary of effective networking.
Ken Carr, her former CEO at Keycorp, met Rubik’s chairman,
who said he needed a new FD. Carr thought she might be
interested – and she was offered her current job.
She says that it is important to be on good terms with
such decision-makers. ‘In joining a new company I have
always sorted out my alliances early on – that’s the smart
thing to do.’
Kensington works hard to return the favours, and for her
own mentees, serving first as an ambassador and now as a
panel member for ACCA in New South Wales, promoting the
organisation to students of accounting. ‘Arriving in Sydney, I
quickly realised how great my ACCA Qualification was, since
it enables you to work anywhere across the globe. I feel
other young people deserve that support too.’
Kensington also engages with the professional and
community engagement programme at Macquarie
University, aiming to make students ‘work-ready’. There
she serves as one of 12 industry partners, teaching the
coming generation of accountants and CFOs how to present
themselves successfully as professionals and perhaps one
day also win an Excellence Award. ■
Barbara Bierach, journalist based in Sydney
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GAME CHANGER

The global tax information exchange network has become tighter as the OECD puts the
final touches to the single standard, due to be considered by the G20 in September

A

single global standard for automatic information
exchange (AIE) between tax authorities worldwide
is in the final stages of preparation by the
Organisation for Economic Cooperation and
Development (OECD). G20 finance ministers will consider
it in September before sanctioning its implementation.
Described as ‘a real game-changer’ by OECD secretary
general Angel Gurria, the new AIE system proposed in a
February 2014 report, Standard for Automatic Exchange of
Financial Account Information: Common Reporting Standard,
has two main features: a Competent Authority Agreement
(CAA), a model agreement for jurisdictions implementing
the system among each other; and a Common Reporting
Standard (CRS) for information exchange.
Under these systems, financial and compliance officers
worldwide will play key roles in ensuring proper audits
of information divulged and received, and monitoring its
use. Political commitment is substantial. The G20 nations
themselves asked the OECD in April 2013 to work up the
technical details.

OECD proposals. They welcome their inclusion for the first
time in such information exchanges of ‘ownerless’ assets
often held in structures such as foundations or discretionary
trusts, through which top earners can mask tax evasion and
remain unaccountable.
The new standard also requires some trusts to report
on the settlor – that is, the creator, the beneficiary or any
other natural person exercising ultimate effective control
over the trust.

Developing countries
However, TJN’s detailed response, OECD’s Automatic
Information Exchange Standard: A watershed moment for
fighting offshore tax evasion?, listed claimed technical and
political shortcomings. ‘One of our biggest concerns is that
there is no commitment to helping developing countries
build capacity to comply with these new standards and to
adapt them into legislation so that they can actually benefit
from AIE,’ says TJN researcher Andres Knobel. ‘Also, we do
not know if any of the loopholes that we have mentioned will
be fixed or not.’
Warning that financial sector
lobbyists would try to water down
the language of the commentary,
TJN called for ‘robust language’ to
close potential loopholes, including
definitions of who is really behind
or benefits from structures such as
trusts and secret companies. It also protested the apparent
exclusion from reporting requirements for some trusts
managed by individuals, as well as discretionary foundations
or anstalts.
TJN is also concerned that the OECD proposes thresholds
below which automatic reporting or customer due diligence
(CDD) checks would not be required. On CDD checks, TJN
claims that the OECD report fails ‘to adequately address the
crucial issue of checks on taxpayer identification numbers
and birth dates’.
TJN warns that some tax evasion would move to
jurisdictions that refused to cooperate: ‘Proposals
for sanctions will be needed to pressure recalcitrant
jurisdictions, but with appropriate allowances made for
developing countries,’ it comments.
Accounting and Business put some of these points to
Pascal Saint-Amans, director of the OECD Centre for Tax

▌▌▌‘A BIG CONCERN IS THAT THERE IS NO
COMMITMENT TO HELPING DEVELOPING
COUNTRIES BUILD CAPACITY TO COMPLY’
A second block of ‘early adopter’ nations pledged in
February (Joint Statement by Early Adopters Group) to have AIE
effective by July 2017. They include nations in the vanguard
of calling for greater AIE, but also countries formerly
regarded as secretive, such as Liechtenstein, Luxembourg
and some UK crown dependencies.
A third block signed up in May (Declaration on Automatic
Exchange of Information in Tax Matters) including two nations
in particular that were new to this kind of commitment:
Switzerland and Singapore. Austria, hitherto a blocker
of AIE within the EU, was in this group, although these
participants have no timeline for implementation.
An OECD fiscal affairs committee meeting in June was
to receive a detailed commentary from a working party on
precise interpretations of how AIE will be implemented.
Despite this political consensus, independent analysts
at the Tax Justice Network (TJN) have mixed views on the
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Policy and Administration. ‘Unlike in the past, where to
reach agreement you might have had to find a compromise
that would weaken the standard, there is no such
compromise in designing the new standard,’ he stresses.
‘The standard has been developed by like-minded countries
that want to close down all loopholes.’
In effect, the AIE represents a ‘multilateralisation of
the US Foreign Account Tax Compliance Act [FATCA]’,
Saint-Amans says. ‘FATCA is anything but complacent. It is
not designed, for example, to allow French institutions to
eschew the US.’ The OECD system is ‘even more stringent’
than FATCA, he argues. ‘If there is something missing that
proves difficult in practice, we will fix it. There is a common
understanding that standards may be updated to respond to
challenges that may emerge.’
While the debate continues, it is clear that when it
comes to business reporting of tax, both companies and
tax professionals need clarity, according to Chas RoyChowdhury, ACCA’s head of taxation. ‘If businesses need to
report, there should be just one international benchmark,’
he says. In his view, the system should be left to the OECD.
He argues too that it should be made clear that
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information passed to tax authorities should remain with
them rather than being made public. ‘Making them public
would be very disappointing for businesses. France, for
example, already has statutes stating that this type of
information will be made public. That probably would not
help in creating greater transparency.’
Roy-Chowdhury also raises a point about the
responsibility of recipients of information to act on what
they learn: ‘We see this with money laundering regulations
too. A lot of information is exchanged but I would question
how much is actually used.’

Challenges ahead
Saint-Amans concedes that implementation will bring
challenges. ‘As with the international Financial Action Task
Force [FATF] standards, implementation will rely not only
on governments but on private operators such as banks,
trustees and others. We will have to be efficient and effective
in monitoring implementation to check that all private
intermediaries comply.’
On the question of new financial black holes emerging,
engaging nations yet to commit to the OECD

»
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standard will be ‘critical’, SaintAmans says. ‘It is good to have all
these initiatives, but at some point
they need to converge in the [OECD]
Global Forum on Transparency and
Exchange of Information for Tax
Purposes,’ he says.
This forum, whose 122 member
nations meet on an equal footing,
is the premier international body
for ensuring the implementation of
internationally agreed standards in
The British crown dependency of
being part of the EU, automatically
this area and will meet in Berlin,
Guernsey will adopt the OECD’s
exchanging tax information under the
Germany, in October.
proposed new AIE system, but does
EU law’s terms since 2011.
Setting aside emerging and
not foresee the need for major
‘We are also ready for the US
developing countries that are not
legislative change to consolidate
Foreign Account Tax Compliance Act
tax havens, and focusing purely on
it into local law. ‘We already apply
(FATCA) and a similar UK regime,’ Le
those that are financial centres,
many of these principles,’ said
Poidevin says.
Saint-Amans says that the OECD
Fiona Le Poidevin, chief executive of
Client information held in
expects that all of these will commit
Guernsey Finance.
Guernsey is currently shared with the
to the same ‘high standards with
Since 2001, for example,
local regulator and tax authorities and
a very ambitious time schedule
Guernsey’s corporate service
can be made available to international
and to AIE’.
providers have had to keep records of
tax authorities only under the specific
He adds: ‘We need a uniform
beneficial ownership and customer
terms of TIEAs and the EUSD.
global commitment from these in
due diligence.
This means that international tax
October so we can report to the
The Channel Islands bailiwick
authorities may ask for information
G20 on who has committed to the
has exchanged information for
from Guernsey and vice versa, but
standard and who has not.’
several years under bilateral tax
only in very limited and justified
Beyond technical details and
information exchange agreements
circumstances where some element
which countries have committed,
(TIEAs) and followed the 2003 EU
of fraud, evasion or other wrongdoing
a third consideration is changing
Savings Directive (EUSD), despite not
is reasonably suspected.
national legislation to incorporate
the new AIE system.
‘This will need a multilateral convention or bilateral
one year after being given notice to comply. This is a pretty
treaties,’ Saint-Amans explains. ‘We need all the CAAs to be
efficient way of dealing with some countries.’ ■
signed so that in 2017 the system can be implemented and
we can start monitoring implementation.’
Robert Stokes, journalist
While the OECD can only act within its remit, he
responded to criticism that the new standards could be
FOR MORE INFORMATION:
toothless without sanctions. ‘I can put in place stringent
monitoring, peer reviews, publicity and peer pressure,’ he
Standard for Automatic Exchange of Financial Account
says. ‘That is efficient. In the Global Forum on Transparency,
Information: Common Reporting Standard. OECD,
it is working. Look at the progress we have made in five
February 2014: http://tinyurl.com/ovwb538
years. You need to have someone big eye-balling you when
you do not do the job, and that is the role of the G20. The
Joint Statement by Early Adopters Group, March 2014:
very fact that we can report to the G20 means a country will
http://tinyurl.com/nj4g9ud
do all it can to move.’
This is because damage to reputation is the first
Declaration on Automatic Exchange of Information in Tax
sanction, he adds. Institutions such as the World Bank,
Matters. OECD Council at Ministerial Level, May 2014:
EBRD (European Bank for Reconstruction and Development),
https://tinyurl.com/14mroze
EIB (European Investment Bank) and national development
banks have investment policies that include checking if
OECD’s Automatic Information Exchange Standard: A
applicants for support comply with conventions.
watershed moment for fighting offshore tax evasion?
‘The EBRD and the World Bank will withdraw from
Tax Justice Network, March 2014:
countries that remain non-compliant with OECD conventions
http://tinyurl.com/p5ub9v3

GUERNSEY
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A good MBA
improves your
business network
‘This MBA improved my confidence in my ability and
made me re-think how the work I present is received in
the business world. It taught me that the story behind
the numbers you produce is just as important to senior
management as the numbers themselves. And studying
online was a very efficient way of learning while I was
holding down a full-time job.’

Richard Waring
finance manager – strategic support, O2

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

www.accaglobal.com
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Beyond the borders
The recent unprecedented wave of reporting and disclosure initiatives means the job
of the finance manager has fewer and fewer boundaries, says Ramona Dzinkowski
Non-financial reporting, including
sustainability accounting and
reporting, or ESG reporting, as it is
often called (environmental, social
and governance), has in the past often
been criticised as being exclusively
a PR exercise and delegated to the
investor relations function. Those days
are not entirely gone, but they are
certainly going.
The first half of 2014 has seen
what is, in my view, an unprecedented
number of initiatives towards
improving management and disclosure
in this space, which will require CFOs
and their staff to keep looking beyond
their traditional financial management
borders. I will highlight just a few
notable events that are extending
the perimeter of accounting practice
around the world.
On 26 March, sustainability
advocacy group Ceres, in collaboration
with BlackRock, the world’s largest
asset manager, announced the
next step in their agenda towards
achieving a common set of
sustainability disclosure
requirements. It included
specific recommendations for
integrating environmental and
social disclosure requirements
into rules for companies
listing on US and global stock
exchanges.
The month of March was
also sustainability reporting
month in Canada, or so it
seemed. Within a threeweek period the Chartered
Professional Accountants
of Canada (CPA Canada)
released A starter’s guide to
sustainability reporting, directed
towards new or early stage
reporters, and followed with a joint
publication with the Toronto Stock
Exchange (TSX) entitled A primer for
environmental and social disclosure.
On 1 April 2014 The Companies
Act in India came into force requiring
companies to spend a minimum
of 2% of their three-year annual
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average profit on corporate social
responsibility (CSR) activities. Boards
are directly accountable for fulfilling
this requirement. This includes all
companies covered by the 2013 Act
having a net worth of 5bn rupees or
more, or a turnover of 10bn rupees or
more, or a net profit of 50m rupees or
more during any financial year.
On 3 April 2014 the Conflict
Minerals Act received its second
reading in the Canadian House of
Commons. The proposed bill relates to

the extraction, processing, purchase,
trade and use of conflict minerals
in the making or sale of products by
Canadian companies and by Canadian
subsidiaries of foreign companies. If
the bill becomes law, any corporation
or legal person incorporated by or
under an Act of Parliament or the
legislature of a province (not just
publicly listed entities), or subsidiary
of such an entity, would be required to
file an annual, audited review of their
mineral supply chain practices.
On 26 May, the Global Reporting
Initiative (GRI) announced its intentions
to strengthen its foothold as de facto
standards-setter by announcing the
creation of the Sustainability Reporting
Standards Board (SRSB). The SRSB
will replace the current Technical
Advisory Committee and will be set
up as an independent operating entity
under the auspices of the GRI board.
Meanwhile, the US-based
Sustainability Accounting Standards
Board (SASB) is continuing to develop
three standards for disclosing
material sustainability issues: for
non-renewable resources (expected
to be released 25 June 2014 – as
we went to press), transportation
and services. Also on the agenda
of standards projects for the
coming year are: resource
transformation, renewable
resources and alternative
energy, consumption I and II,
and infrastructure.
These are just a few of
the initiatives and there are
likely to be many more to come.
International accounting bodies
have recognised the importance
of ESG accounting and reporting
and, like ACCA, are beginning to
incorporate this emerging area into
their accreditation exams. ■
Ramona Dzinkowski is a Canadian
economist and newly appointed
editor-in-chief of the Sustainable
Accounting Review. www.
sustainableaccountingreview.com

ALNOOR AMLANI | COMMENT

21

A starlet is born
But unless African governments end the fiscal advantages enjoyed by imported film and
TV shows, home-grown productions will find it an uphill struggle, says Alnoor Amlani
Film and TV is no longer a fledgling
industry in Africa.
In West Africa, where the business
is most active, Nigeria’s Nollywood is
consistently producing 1,500 to 2,000
movies a year, second in volume only
to India’s Bollywood and accounting
for 1.3% of Nigeria’s GDP in 2014.
Meanwhile, Burkina Faso hosts
FESPACO (the Pan-African Film and
Television Festival of Ouagadougou),
the largest film festival in Africa.
In South Africa the industry has
been around longer and is well
developed, with continent-wide TV
broadcast as well as the best film
production facilities and professionals
in Africa. The industry employs over
25,000 people and generates almost
2% of the country’s GDP.
And in East and North Africa a
growing body of filmmakers is swiftly
catching up with the rest of the
continent and making progress in
Hollywood, too – Kenya’s Lupita
Nyong’o won an Oscar for her role
in 12 Years A Slave.
In colonial times African
film was produced by the
dominant power, with few
or no real African stories
told. Africans
were depicted as
savages – just look
at the Tarzan films.
Since independence
the African story
has come to the
fore with new African
writers, producers
and directors emerging
simultaneously.
The need to tell their
own stories has driven these
filmmakers to take risks and
develop the film industry.
Many travel overseas for skill
development and networking;
indeed, many have achieved
greater recognition abroad than
in Africa.
Because the sad fact is that
the film industry suffers from a

lack of recognition by most, including
governments, bankers and the private
sector. Only South Africa offers specific
incentives for filmmakers, and bankers
there do occasionally fund films.
As in the rest of the continent,
though, South African filmmakers
find it nearly impossible to convince
bankers to support their creative
ventures. Bankers have yet to
understand the risk-and-return model
of film and television, which is not
helped by rampant and widespread

piracy across the continent. Piracy
makes it almost impossible to produce
local films and successfully recoup
the investment because the market is
quickly saturated.
This is not the case in broadcast
television; here it’s not recognition
that is the problem, but duties and
taxes on imported content. Most
African TV stations run old American
and British shows and produce very
little original content because it is far
more expensive to do so. International
content is subject to only a very small
duty and VAT charge on the sale price
of the DVD or tape, rather than the
whole production cost; it is this that
makes local production impossibly
uncompetitive. Understandably, TV
stations would rather import content
than pay for local productions.
African cinema is rising because
African stories are rising after decades
of suppression, yet there is far too
little official and continent-wide
support for the filmmakers and
TV production professionals who
tell these stories on screen.
This is an area the African
Union should pay attention to,
as should African governments
and regional bodies.
Filmmakers
need to be
supported with
tax incentives,
film financing and
official recognition
so they can build
their industry and
increase their resistance
to competition from much more
developed markets. Likewise, taxes
and duties on imported content
must be raised to help make local
production competitive. ■
Alnoor Amlani FCCA is an
independent financial management
consultant in East Africa who writes
regularly on social and business
issues. He is also active in TV and
film in Africa
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Sustainability masters
Our long and honourable record on sustainability issues makes accountants the go-to
profession for a key business requirement, says ACCA president Martin Turner
ACCA has long been at the forefront of thinking and developments
in sustainability and environmental issues. I remember
regularly being asked in the early days of ACCA’s
sustainability activities more than 20 years ago, why
accountants were getting involved in environmental
issues. ‘Surely,’ they would say, ‘you should just
stick to the numbers?’
Well, many more people in the business
world now ‘get it’. They understand that finance
professionals play a crucial role in sustainability,
particularly since it has become ever more
apparent that organisations can’t manage what
they don’t measure.
But our role goes far beyond the
measurement of business activity and its impact.
The global accountancy profession has an
important role in making organisations more
responsible and accountable in the pursuit of
sustainable development. To this end, we recently
published a policy paper called Sustainability
Matters that brings together ACCA’s thinking on six
sustainability-related issues: sustainability reporting;
integrated reporting; the assurance of non-financial
reporting and disclosure; climate change; natural
capital; and the green economy.
Over the last 20 years there has been a big rise
in the number of organisations working to address
their sustainability impacts. The driver has been a
growing demand from investors, customers, staff and
NGOs for organisations to operate more sustainably, with
some governments telling listed companies to address their
environmental and social impacts and report on their practices.
ACCA believes that accountants in every sector have an
important role to play not only in sustainability metrics, but
also in communicating and verifying reliable information.
The profession has worked hard to develop financial
reporting and auditing standards that can be applied
worldwide, and it can offer valuable lessons in
doing the same for sustainability reporting.
Our profession is well placed to help
businesses and wider economies
achieve a more sustainable future.
We should ensure that we remain
at the forefront of this critical
issue. ■
Martin Turner FCCA is a
management consultant in
the UK health sector

Sustainability Matters is
at www.accaglobal.com/
accountability
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The view from

‘

SHARING KNOWLEDGE MEANS WE
CAN ENHANCE SERVICE DELIVERY’
THOKOZANI KASINJA ACCA, SENIOR EXECUTIVE,
GRANT THORNTON, GABORONE, BOTSWANA
I enjoy working with clients from
a diverse range of industries. We
have a broad clientele: my particular
specialities are manufacturing, retail,
hospitality and construction. They’re all
different and fascinating in their own
way, which is how I like it. I’d find it
mundane to work only with one sector,
and it’s good to approach problems
in different ways, and also to consider
how solutions for one sector might
work in another. It’s not just audit
and financial control where clients
seek professional advice; because of
the country’s improving economic
performance, companies here typically
need advice across a host of areas
that are crucial for smooth growth –
from HR, procurement and systems to
compliance and governance, especially
if they can’t resource those functions
internally. That’s been opening more
doors for firms like Grant Thornton.
I’m involved in everything from audit
planning right through to review. It’s not
just about verifying financial statements.
I look at systems and procedures,
with an emphasis on making
recommendations that help clients
improve their accounting, reporting
and transaction processes, so they can
free up time to focus on running their
business without compromising on
financial integrity or risk management.
I also oversee the work of a number of
junior members of staff, undertaking
their on-the-job training and supervising
them when they are on-site at clients.
As a certified fraud examiner, I’ve
been able to reinforce my investigative
and analysis skills. Although I’ve not
worked in forensic accounting, I wanted
to understand more about the world
of fraud risk, which is fascinating.
The insights I gained are invaluable
for an auditor; it provides you with

SNAPSHOT:
CORPORATE
FINANCE

extra perspective and awareness when
looking closely at figures.
We’ve been collaborating more closely
with colleagues in South Africa,
Zimbabwe and Namibia. Global factors
increasingly impact on our economy
– and on the professional services
sector. More companies in Botswana
are trading internationally, and more
organisations from neighbouring
countries and overseas are setting up
here, recognising they need to respond
quickly to opportunities here or be
left behind. From our perspective,
coordinating support on the ground
for clients and sharing knowledge and
insights means we can enhance service
delivery across the region.
No matter how crazy it gets at work,
I make time to exercise to calm me
down. When I was starting out in my
career, I had more of a problem with
work-life balance – developing my
technical skills, studying for my exams
and socialising. But as you grow,
it becomes less tricky and, for me,
physical exertion is essential, even if
I’ve worked long hours and I’m tired.
No one can do 24/7; you need to
switch off your mind. ■

As an accountant, whether you
are maximising the value of
a business, providing advice
to enhance future growth or
securing finance, working in
corporate finance will make
you feel as though you’re
making a real difference to the
global economic recovery.
For the past few years the
corporate finance industry has
been affected by uncertain
economic factors, but as things
plateau, the knock-on effect
means there is real movement
in the merger and acquisition
(M&A) markets.
Database Zephyr’s M&A
figures for Q1 2014 show that
deals targeting companies
based in western Europe
had declined for the third
consecutive quarter and
volumes slipped to the lowest
since Q3 2012. A bright spot
was the Middle East, with the
value of deals targeting firms
there increasing by 57% in Q1
2014 to US$3.06bn, up from
US$1.94bn in Q4 2013.

23%

The growth in global M&A
activity in the first quarter of
2014 compared with the same
period last year, according to
Dealogic. Global M&As were
worth US$804.5bn in Q1 2014
compared with US$655.8bn
in Q1 2013. However, while
the size of individual deals
is expanding, the number of
transactions is on the decline.
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Going global
Graeme Gordon, executive director of Praxity Global Alliance, offers a checklist
of what companies need to consider if they plan to expand overseas
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In its recent World Economic Outlook,
the International Monetary Fund
(IMF) reported that global activity
has strengthened and is expected to
improve further this year and next.
It indicated that the recovery that
was starting to take hold in advanced
economies in October 2013 is
becoming broader, fiscal consolidation
is slowing, investors are less worried
about debt sustainability and banks
are becoming stronger.
These dynamics, suggests IMF
economic counsellor Olivier Blanchard,
imply a changing environment for
emerging markets and developing
economies. This upward swing in
overseas expansion is evidenced by
the United Nations Conference on
Trade and Development (UNCTAD)
Global Investment Trends Monitor
Report (28 January) which shows
global foreign direct investment (FDI)
inflows increased by 11% in 2013, to
an estimated US$1.46 trillion, a level
comparable to the pre-crisis average.
But before expanding overseas,
there are a number of questions
to consider:
What do you want to achieve? Are you
looking for a new and cheaper capital
source, market-leading talent, more
cost-effective production strategies,
new markets to enter or a combination
of all of these?
How will you put the theory into
practice? Do you need the advice and
support of partners in the region you
want to enter?
How will global expansion impact
on your domestic operation? Look at
finance, resources and management.
What’s the best way to enter this new
market? Is it via import or export,
acquisition, joint venture, a partnership
or green-field development?

Location, location, location
Selecting the right location is crucial, so
it’s important to know what’s hot and
what’s not. The level of foreign direct
investment is a robust indicator.
With 27 member countries, over
500 million customers, free movement
of goods and services and a common
currency, it’s no surprise that UNCTAD
reports that FDI to the European Union
increased by 38% in 2013, while the
rest of Europe enjoyed a 25% growth.

These developed countries, together
with North America, enjoyed FDI of
US$576bn. But it’s the developing
economies – particularly Latin America
and the Caribbean, developing Asia
and Africa – where FDI has grown
significantly, having reached a new
high of US$759bn, accounting for
52% of global FDI in 2013. Inflows to
transition economies also recorded a
new high of US$126bn, up 45% from
the previous year, accounting for 9% of
global FDI inflows.
While the level of FDI indicates a
country’s economic viability, there are
other issues to consider. These include
demographic trends, such as age and
education profile, how easy it is to
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Germany, the UK, the Netherlands,
Spain and Sweden completed the
top 10.
The Foreign Direct Investment
Confidence Index, produced by
consultancy AT Kearney, ranks
countries according to where global
US dollars are likely to be heading,
taking into account how political,
economic and regulatory changes
will affect FDI. Feedback analysed
from 300 executives in 26 countries
put the US in the top slot for 2013,
followed by China, Canada, UK,
Brazil, Germany, India, Australia,
Singapore and France.
The World Economic Forum’s
2014 Enabling Trade Index

▌▌▌WHILE FDI INDICATES ECONOMIC VIABILITY,
THERE ARE OTHER ISSUES TO CONSIDER
INCLUDING DEMOGRAPHIC TRENDS
do business and what the respective
government will do to secure your
investment. In this competitive global
marketplace, governments are keen to
win business and will offer lower tax
rates, grants and incentives to do so.
A number of organisations
benchmark countries against a range
of prosperity indicators. Forbes
produces an annual ranking of the top
100 countries ‘best for doing business
with’ and in spite of its economic
troubles, Ireland took the top spot in
2013. Analysts attribute its success
to factors including its educated
workforce, common language and
12.5% corporation tax – one of the
lowest in Europe.
Bloomberg similarly identifies
the top 50 ‘best-for-doing-business’
countries using six broad criteria.
These are: degree of economic
integration, the cost of setting up a
business, labour and materials costs,
the cost of moving goods, less tangible
costs such as inflation and the level
of corruption, and the health of its
consumer base.
Last year, out of 157 participants,
Hong Kong was ranked first, partly due
to the low cost of starting a business.
Second was Canada, third, the US,
fourth, Singapore and fifth, Australia.

evaluates tariffs, efficiency
and transparency of border
administration, communication
and transportation infrastructure
and the operating environment for
importers and exporters in 100
countries. Singapore, Hong Kong,
the Netherlands, New Zealand,
Finland, the UK, Switzerland, Chile,
Sweden and Germany made its top
10, while emerging economies such
as Qatar, Mauritius, Oman, Jordan,
the United Arab Emirates and
Malaysia are gaining prominence.

Key issues
Before expanding overseas, the
following should be considered:
1 Political and social climate
Politics can impact on future
prosperity, so as well as
scrutinising past history, factor in
potential future issues. Look out
for early signs of social unrest,
which is particularly important in
emerging markets.
2 Tax and regulation A low
headline corporate rate tax can
be deceptive. Other taxes such
as state-based, withholding and
sales tax (VAT) may have to be
factored in, so speak to a local
tax expert.

»
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3 Double taxation treaties Don’t
take these at face value; look
beyond withholding tax rates
and find out how treaties deal
with mutual agreement, transfer
pricing, permanent establishment
and global workforce issues.
4 Business incentives Ask if you
qualify for financial support; these
can include special economic
zones (boosting employment in a
specific region) and research and
development benefits.
5 Utilise local expertise Nothing
beats local professional advice
and international connections.
Despite many countries relaxing
their ‘red tape’, organising the
paperwork to trade overseas
can take time, so set up a
local accounting, tax, legal and
banking support network.
6 Culture Be aware of the cultural
differences and how these
might impact on your business
approach and practices.
7 Workforce Research the
education level and experience
of your prospective workforce
as this will determine how much
you need to invest in training.
Are there local regulations,
protocols, employment terms
and conditions to follow? Do you
need to negotiate with unions or
other third parties?

CASE STUDY: EXPANDING TO GERMANY
A large overseas retail chain, listed on the local stock exchange,
wanted to enter the German market. Its auditor is a Big Four Firm,
which carries out audit work only. All other advisory work and other
professional services (channel-two work) is bought in only via mid-tier
accounting firms. A Praxity member firm is the provider of channel-two
work in the chain’s home country.
The Praxity member firm recommended FIDES, a large professional
accountancy and consulting firm based in north-west Germany. Its
business line outsourcing, FIDES Services, won the tender in 2012. The
chain founded a legal subsidiary in Germany (local company) which
hired operative staff to start, open and run its core business stores.
No staff were hired for accounting, treasury etc; these functions were
outsourced. FIDES Services sprung into action in 2012, setting up and
running payroll, including payroll accounting, filing of payroll taxes with
the local tax administration and data transfer to health insurance funds.
Going forward, the challenge was to organise a link with bookkeeping.
The chain’s financial bookkeeping (with its worldwide subsidiaries) is
centralised with the client overseas, using its own IT system. The chain
wanted to maintain this while adhering with German tax and other legal
requirements. FIDES Services therefore designed and implemented a
customised financial bookkeeping workflow for the German operations.
Outsourcing eliminates business overhead costs. As the business
grows, the need for additional financial services grows. By outsourcing the
financial function, the client is able to add services, rather than employees.

transitional economies may impose
exchange controls.
9 Anti-avoidance This tax legislation
deals with issues such as corporate
tax residency, controlled foreign
companies and transfer pricing.
Last September, the G20 group

▌▌▌ASSESS THE TAX IMPACT THAT CROSSBORDER CASHFLOWS WILL HAVE AND
WHETHER THERE ARE ANY CURRENCY
RESTRICTIONS
8 Finance, currency and cashflow
Know how the expansion is being
financed and your cashflow
needs. Check your finance
arrangements do not breach
local transfer pricing rules or
thin capitalisation (ie more debt
than equity) thresholds. Assess
the tax impact that cross-border
cashflows such as dividends,
interest, royalties or service
charges will have and whether
there are currency restrictions.
Although less common today,
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endorsed plans to automatically
exchange tax information and crack
down on base erosion and profit
shifting. (See page 16).
10 Legal system This can impact on
merger and acquisition activities,
provide commercial protection
(data, copyright and privacy),
regulate employment law and affect
real estate planning. North America,
Canada and Australia operate a
common-law legal system; civil law
tends to prevail in much of Europe
and the emerging markets; and in

the Gulf States, Middle East and
parts of Africa and Asia, Muslim
law takes the lead.

Market research
By visiting the territory you’re
interested in, you’ll be able to build
up a detailed knowledge of the local
market, identify if there’s a customer
appetite for your business and
what level of capital investment is
required. Most markets and sectors
have organisations representing the
location, and the trip will provide you
with a perfect opportunity to network
and speak with local advisers and
firms specialising in overseas
business expansion. ■
Graeme Gordon is executive
director of Praxity Global Alliance.
Praxity is represented in 97
countries and by more than 30,500
independent professionals
FOR MORE INFORMATION:

www.praxity.com
www.fides-services.de
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The view from

‘

DIRECT CUSTOMER INTERACTION IS BOTH AN
ESSENTIAL AND REWARDING ASPECT OF MY JOB’
PETER ANDERTON ACCA, BUSINESS ANALYST,
XERO, WELLINGTON, NEW ZEALAND
I’m now more of a techie
than an accountant. My job
combines IT and finance,
analysing specific features
we’re looking to add to our
accounting software and
representing the views of
our user community to
the development team.
Much of what takes
place behind the scenes
is dictated by what we
learn via feedback and requests from
finance professionals in business, as
well as our partners in accounting and
bookkeeping firms. Direct customer
interaction is both an essential and
rewarding aspect of my job.
Cloud technology allows finance
professionals to shift even more
from accounting to decision-making.
I focus solely on small businesses,
and every day I see for myself how
accurate data flow and immediate
performance indicators at their
fingertips give control and freedom to
ambitious business owners and busy
managers. I like that our aim here is
to give customers a greater sense of
achievement and enjoyment while more
effectively running their businesses.
Our chief executive is an entrepreneur
himself, and that vision has always
appealed to me. It’s not about utility;
it’s also about loving the technology.
I’m a Scrum master. Project
management is an important element
of the work of the people I liaise with,
so although it wasn’t compulsory I
wanted to gain the Scrum and Prince2
software development framework
accreditations, and the company
supported me. On the one hand, it
gives me a common language with
developers; on the other, I have added
affinity with customers.

Wellington has become
New Zealand’s hi-tech
capital. There are lots of
technology firms arriving
or expanding here. It’s
not just about great
connectivity and a brilliant
talent pool; there’s an
energetic and creative
vibe that attracts global
companies and startups.
It’s also outward-facing,
as a hub for exporting the country’s
technology expertise and services.
You’ll often find me in Google
Hangouts. It’s an instant messaging
and video chat platform we use with
users and partners, and colleagues
in the US, Australia and the UK. I
occasionally meet up with stakeholders
in Melbourne – but as a forwardthinking technology company, we’re
encouraged to keep in touch online
with what’s going on globally as well
as locally. ACCA Australia and New
Zealand runs Red Day Tuesday events,
and I access their online networks,
too; activities like that are great for
expanding your horizons, and for
keeping pace with what’s happening in
different industries or countries. You
never know when what you learn might
give you a valuable perspective for your
own work.
I’ve lived in New Zealand for three
years, but still have plenty to see.
Since relocating from the UK, I’ve tried
to make as much time as possible for
travelling; the landscape is beautiful
all year round, opportunities for hiking
and skiing are fantastic, and internal
flights are relatively accessible and
inexpensive. Wellington is also within
striking distance of the Waipara Valley,
so I’ve enjoyed exploring the region’s
many fine vineyards, too. ■

SNAPSHOT:
OIL AND GAS
As scientists and
environmentalists across
the globe are charged with
finding new sustainable
energy sources, those
working in the oil and gas
industry have to contend
with demands from all sides
to be ethical and green –
all in a heavily politicised
environment that has seen
conflicts for decades.
Oil and gas is nothing
if not an energised sector
in every sense of the word.
Globally, the industry has
largely recovered from the
recession, and the oil price
reflecting this recovery is
slowly edging upwards. Capital
has flowed back into the
industry, boosting exploration,
project starts and profits.
Simon Wright, marketing
director at CareersInAudit,
says: ‘Hiring of accountants
in Australia and New Zealand
within the oil and gas industry
has been at a record high
over the past few years, but
Australia saw a slight fall in
demand in Q1 of 2014. This
is expected to increase again
towards the end of the year.’

42%

The share of global oil
production currently
controlled by members of the
Organisation of the Petroleum
Exporting Countries (OPEC),
according to Lukoil’s report
Global Trends in Oil and Gas
Markets to 2025.
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A shareholder say on pay
Among a package of proposed reforms to promote investor involvement, the European
Commission wants to give shareholders votes on executive remuneration and major deals
Shareholders will have to vote on
corporate remuneration policies
every three years, according to draft
rules announced by EU internal
market commissioner Michel Barnier.
If approved by the EU Council
of Ministers and the European
Parliament, the measures will apply to
about 10,000 companies.
Once in place, such a policy would
force each of the European listed
companies to disclose the information
annually. The draft law does not cap
how much executives should be paid.
ACCA has welcomed the proposed
reform of the EU shareholder rights
directive, giving shareholders of EU
companies listed on an EU stock
exchange the right to vote on their
executives’ salaries.
John Davies, head of technical at
ACCA, says: ‘The proposal is a step
towards increasing transparency as
regards shareholder identification and
shareholder oversight on directors’
remuneration and related party
transactions. A strong call has been
made to ensure shareholders gain
timely access to information.’
He says the proposed ‘say on pay’
will give shareholders a new right to
influence and approve the company’s
remuneration policy, which would have
to explain how the company believes its
pay practices would contribute to its
long-term and sustainable development.
‘This amounts to a practical
commitment to the encouragement
of a longer-term business focus, and
is a welcome reform in that context.
ACCA believes that it is important to
encourage shareholder commitment
that is in line with long-term company
interests and ensures better operating
conditions for listed companies.’
In Brussels, Commission officials
confirm that a clearer link between
performance and remuneration is
their objective. Barnier explains: ‘We
have examples of some countries,
such as France and Austria, where the
average remuneration of executives
increased by 94% and 26% between
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2006 and 2012 while the average share
price of the companies decreased by
34% and 46% respectively. I cannot
explain this contradictory movement
between remuneration level and
corporate governance, and that leaves
a bitter taste regarding the excess of
some payments.’
Another reform that will promote
transparency is a rule that companies
must identify their shareholders –
a key issue as about 45% of the
shareholders of any given listed EU
company are foreign, according to
the Commission.
The revision also addresses the
role of proxy advisers. According
to a Commission official, around

Brussels also wants institutional
investors such as insurance companies
and pension funds to become more
involved in the decisions of the
companies in which they invest.
‘Institutional investors will be required
to disclose to the public how their
equity investment strategy is aligned
with the profile and duration of their
liabilities and it contributes to the
medium or long-term performance of
their assets,’ the draft directive reads.
Finally, this new directive text
would set conditions about which
transactions between a company
and its related parties, such as
subsidiaries, should be submitted to a
shareholder vote. When a deal covers

▌▌▌‘THE CONTRADICTORY MOVEMENT
BETWEEN REMUNERATION LEVELS AND
GOVERNANCE LEAVES A BITTER TASTE’
six companies worldwide advise
shareholders on how to vote in
companies’ general assemblies,
and two of them are ‘very big and
omnipresent’. The Commission is
concerned about possible conflicts
of interest and how they are dealt
with. ‘We have seen examples where
a proxy adviser gives voting advice to
the shareholder of a company before
a general assembly while at the same
time it’s also an adviser or consultant
to that company; there is obviously
tension in this situation.’

Proxy disclosure
Under the proposed revised directive,
proxy advisers would have to publicly
disclose certain key information
about the preparation of their voting
recommendations and communicate
‘to their clients and the listed
companies concerned information
in any actual or potential conflict of
interest or business relationships that
may influence the preparation of the
voting recommendations’.

more than 5% of a company’s assets
or transactions, shareholders would be
given a vote in a general meeting. For
smaller transactions, such as those
that represent more than 1% of the
company’s assets, the company should
announce the deal publicly and publish
a report by an independent third party
assessing whether the transaction is
on market terms, according to the
Commission’s proposals.
The reforms are part of a package
including legislation on smaller
company reporting and general
guidance on how to manage reporting
codes. All the measures follow requests
for more transparency from investors,
Barnier says, but also cater to
growing public expectations for more
transparency and responsibility from
listed companies.
The Commission also wants to
harmonise the requirements to
establish single-member private
limited liability companies across all
28 EU countries. There would be one
company law form for such companies
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with the same requirements across
the EU, all labelled ‘societas unius
personae’ (SUP) in their national
legislation. SUPs would have to have a
minimum capital of at least one euro,
for example. Member states should
enable registrations to be made online,
and the draft directive also contains
measures to boost creditors’ protection
in the event of company failures.
The directive is designed to
help more small and mediumsized enterprises (SMEs) establish

subsidiaries abroad so they can profit
from the EU’s internal market, while
increasing entrepreneurship and
creating more jobs.
The proposal includes a template
of articles of association, which would
be identical across the EU, available
in all EU languages, and contain the
necessary elements to run an SUP.
Davies welcomes the move, saying it
would ‘bring about a standardisation of
company law requirements throughout
the EU so that entrepreneurs and
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parent companies can set up
operations in different countries in
accordance with similar rules. This in
itself will be good for the promotion of
business activity.’
Meanwhile, Brussels has also
released a recommendation (which
is not legally binding) on how the
general ‘comply or explain’ principle
should be applied by EU companies
departing from a relevant corporate
governance code that they have in the
past followed.

Comply or explain
‘Consultations have shown that
companies do not take the explanation
part seriously enough,’ says the
Commission official. ‘If you deviate
you have to explain why or say what
alternative measures you have taken to
reach the same goal.’
A company not complying with
a code would have to explain how
and why it was deviating, and noting
how the decision to deviate was
taken. ‘Where the departure is limited
in time, [a report should] explain
when the company envisages
complying,’ the recommendation
document suggests.
Davies stresses that the
guidance would not ‘restrict
the freedom for companies to
choose not to comply with
a standard provision of a
non-mandatory corporate
governance code’ and would
‘allow shareholders to make
their own judgments about
whether a company’s
action merits support or
not’. The guidance insists
that member states check
whether companies are
actually providing these
explanations in their reports
and Davies agrees it is ‘vital
that appropriate monitoring
takes place to ensure that
companies are responding’. ■
Carmen Paun and Keith Nuthall,
journalists
FOR MORE INFORMATION:

European Commission’s draft
proposals for shareholder rights
directive update at
http://tinyurl.com/EU-corpgov
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RESCUE AGENDA

The European Bank for Reconstruction and Development is pledging greater support to
Ukraine while retaining lending to other troubled countries, its annual meeting heard

T

he European Bank for Reconstruction and
Development (EBRD) is giving more assistance to
Ukraine because of the country’s ongoing political
and military crisis, the development institution’s
annual meeting has been told. The country is a core part of
the EBRD’s region of operations, which covers central and
eastern Europe and central Asia – as is Russia, whose recent
annexation of Crimea sparked a diplomatic firestorm.
EBRD president Suma Chakrabarti told colleagues at
the May meeting in Warsaw, Poland, that the lending policy
message from bank discussions was clear: ‘We will scale
up our support to Ukraine to support the authorities and
broader society as it strives to accelerate reforms and
address the economic and political challenges,’ he said.
According to the London-based bank’s economists,
assuming there is no further major security threat from

EBRD loans to Russia fell from €2.6bn in 2012 to €1.8bn
in 2013. According to Chakrabarti, financing could drop
again this year, as the bank may up its lending to countries
at risk of economic damage from the Russia-Ukraine crisis.
‘On Russia, whatever the future may hold, we need to
remember the success so far,’ Chakrabarti said. ‘I believe
our projects and policy work have assisted the process
of modernisation and reform in Russia and that the bank
continues to be a useful channel of dialogue in this region.’

Slashed forecasts
The EBRD has slashed its economic forecast for both
countries. In January, it had predicted 1.5% GDP growth
for Kiev this year, but after the crisis cut its prediction by
8.5%. For Moscow, the bank’s economists had predicted
the country’s GDP would grow by 2.5% this year, but now
predict stagnation (0% growth).
Although the Ukraine crisis might
curb EBRD investment in Russia, it
has not, so far, changed anything in
the bank’s approach to other countries
that are politically and economically
affiliated with Russia. Kazakhstan, a
member of the Russian-led Eurasian
Economic Union, remains an EBRD priority. Since its
creation in 1991, the bank has been helping the central
Asian republic diversify its economy.
The EBRD’s current Kazakh financing is mostly focused
on the country’s robust energy and key transport sectors.
‘We are working on projects that encourage foreign investors
to come to [the Kazakh capital] Astana,’ said Kazakh vice
minister of finance Ruslan Dalenov.
Another flagship project is green transport. Recently,
the EBRD has lent US$18.8m to the southern Kazakh city
of Kyzylorda to buy 100 buses that run on natural gas. The
EBRD is also helping the Kazakh state-owned railway operator
KTZ to update its lighting system and find alternative
heating solutions. The improvement will enable KTZ to cut its
greenhouse gas emissions by 80,000 metric tonnes a year.
Dmitriy Tkachenko, head of the strategic planning
department at Kazakhstan’s National Chamber of
Entrepreneurs, said: ‘We want to become a central Asian
hub and to do so we’re focusing on the aviation sector.’
Further west, Romania is one country in the EBRD
zone that may need extra help to cope with the economic

▌▌▌’WE NEED TO REMEMBER THE SUCCESS SO
FAR. OUR PROJECTS AND POLICY WORK HAVE
ASSISTED MODERNISATION AND REFORM’
Russia, Ukraine should undergo a major, though gradual,
adjustment to its financial, regulatory, business and
industrial systems, with significant short-term output
costs. External and fiscal imbalances would be gradually
reduced with the support of an International Monetary Fund
programme, plus help from multilateral and bilateral donors.
‘Under this baseline scenario, necessary structural
reforms would be implemented on schedule and a systemic
banking crisis would be averted, though fiscal costs of bank
recapitalisation may turn out to be significant. However,
ongoing disruptions related to developments in eastern
Ukraine will weigh on growth even without any further
escalation,’ an EBRD statement explained.
At the annual meeting Chakrabarti stressed: ‘We propose
an evolutionary approach where we draw on the bank’s
existing and proven capacities. But we want to bring these
capacities together in a dynamic, results-oriented manner.’
The support that the EBRD gives Russia – widely accused
of fomenting the political crisis that has engulfed Ukraine in
the first place – is less solid, although there is no indication
that the bank is preparing to abandon Moscow.
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AIDING TRANSFORMATION
The EBRD was founded in 1991 to support the
process of transformation from communist to freemarket economies in the former Soviet bloc and
some neighbouring countries. It provides financing
for banks, businesses and industries.
The bank says it will operate only in countries
‘committed to democratic principles’, although it has
worked in Turkmenistan and Uzbekistan. In 2013, the
EBRD invested nearly €8.5bn in 392 projects.

fall-out of the crisis in Ukraine, with which it shares a land
border. The bank may also be looking harder at relevant
projects in Romania given the country’s decision to try and
join the euro single currency zone on 1 January 2019. The
country has already exited the European Union’s excessive
deficit procedure after bringing the deficit below the 3%
threshold that triggers additional EU controls on national
economic policies.

Privatisation and SMEs
The annual meeting heard that the EBRD’s Romanian strategy
will be to continue focusing on privatisation; 45% of the
Romanian economy remains in the public sector and the bank
hopes to assist in planned initial public offerings of stateowned companies by acquiring 5% to 10% stakes. It is also
supporting growth of small and medium-sized enterprises
and encouraging other foreign direct investment (FDI).
One foreign direct investor in Romania is Spain-based
hydraulics equipment maker Grupo Industrial Roquet, which
will open a factory in Ploiești, in Wallachia, thanks to an
EBRD loan. ‘We’re producing more complicated hydraulics
equipment, basically everything the Chinese can’t produce,’
Roquet CEO Cipriano Gomez jokingly told the meeting. He
added that Romania had been chosen over other locations,
including Turkey, because of its competitive advantages.
Roquet’s Romanian factory will produce larger diameter
cylinders used mainly in agricultural and construction
machinery. ‘For our company, founded in the 1950s, this is
a giant step to gradually becoming a global player,’ Gomez
said. ‘When we studied various sites for investment we

▲ ROAD TO CHANGE

The EBRD has lent US$18.8m to the Kazakh city of
Kyzylorda to buy 100 buses that run on natural gas

realised that Romania offered many advantages, among
them a very positive business atmosphere.’
The Ukraine fall-out was not the only focus of the meeting.
The EBRD’s range stretches as far south as Turkey, which is
currently coping with an inflation rate now exceeding 8% and
a current account deficit. Its government is trying to redress
both trends while increasing domestic savings.
For years Turkey has been one of the EBRD’s biggest
challenges. Michael Davey, head of the EBRD’s Turkey office,
said: ‘We came here well prepared, we did our homework,
but with each year we learned that the longer we were there,
the less we actually knew. We had to relearn everything.’
The country is very focused on R&D and innovation,
stressed Ernur Mutlu, vice president of product development
at Ford Otosan, a joint venture between Ford and Turkey’s
Koç Holding which manufactures trucks and vans. ‘Turkey
has a well-educated and young population,’ he said.
A key EBRD focus in Turkey is agriculture. ‘We are the 16th
biggest economy and seventh biggest agricultural economy in
the world, yet FDI is very low,’ said Ismail Keskinoglu, CEO of
Keskinoglu, Turkey’s largest egg producer. ■
Jacek Ciesnowski, journalist based in Warsaw
FOR MORE INFORMATION:

Focus on Ukraine – ‘School of survival’:
www.accaglobal.com/ab86
EBRD: www.ebrd.com
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CASHLESS CULTURE
Nigeria’s cashless policy will no doubt make the country’s payments system more efficient,
but will it bring inclusivity or further marginalisation to the financially disenfranchised?

N

igeria has joined a growing number of countries
acting to reduce the use of cash and increase
the use of electronic channels for financial
transactions. The use of cash is still widespread
in Nigeria, as it is in most developing economies,
and the move by the Central Bank of Nigeria (CBN) to
introduce a cashless policy has elicited as much criticism
as commendation.
The culture of the cash transaction is so entrenched
in the country that the CBN faces a Herculean task in
changing the existing state of affairs. Despite the increasing
sophistication of financial transactions the world over, it is
not uncommon to see Nigerians carrying huge bundles of
cash to settle financial transactions.

The policy
The goal of the cashless policy, according to the CBN, is to
break down the traditional barriers to financial inclusion
and to bring low-cost, secure and convenient financial
services to urban and rural communities across the country.
The policy stipulates a charge on daily cash withdrawals
that exceed N500,000 (US$3,075) for individuals and
N3,000,000 ($18,450) for companies.
The policy was piloted in the
commercial capital of Lagos, and then
extended to the federal capital territory
Abuja and four of Nigeria’s 36 states.
The policy is expected to go nationwide
by 1 July this year.
CBN’s cashless policy also aims
to promote access to financial services to the unbanked.
According to financial inclusion data from the World Bank
for 2011, only 30% of Nigerians have an account at a formal
financial institution.
Nigeria’s payments system will undoubtedly be made
more efficient and modern and become a key enabler for
economic growth and development. The policy also aims
to drive financial inclusion by providing more efficient
transaction options and greater reach, especially to those in
the rural areas.
Some of the negative consequences linked with the
high use of physical cash in the economy will be checked.
Massive cash transactions encourage corruption, money
laundering and other financial crimes. Because huge cash
usage results in lots of money outside the formal economy,

THE PRESSURE POINTS
Challenges to financial inclusion in Nigeria
* include
irregular income, unemployment and
poor financial literacy. The CBN launched a
national financial inclusion strategy in 2012 and
Nigeria is a signatory to the Maya Declaration (a
financial inclusion strategy adopted by a group of
developing nations).
For cashlessness to be a success, the CBN must
put financial literacy at the heart of its campaign.
The many alternatives to cash-based payments
include point of sale (POS) terminals, mobile
payment systems, bank machines (ATMs), internet
banking and electronic funds transfer.
Nigeria’s Vision 2020 plan seeks to make the country
one of the world’s top 20 economies by the year 2020.
The plan lays the foundations for improving physical
infrastructure, building human capital and developing
a knowledge-based economy.

*
*

▌▌▌SOME VIEW THE CASHLESS POLICY AS AN
ATTEMPT BY THE GOVERNMENT TO SUBJECT
THEM TO MULTIPLE BANK CHARGES
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it limits the efficiency of monetary policy. A transparent
payments system will also help the country in combating its
security challenges with all substantial financial transactions
having an audit trail.
The government will benefit further from bigger tax
collections, a reduction in the cost of printing currency
notes and greater economic development. Furthermore,
the cashless policy will reduce the cost of banking service
delivery, drive financial inclusion and increase transparency.

Challenges and drawbacks
The cashless policy also has its challenges and drawbacks.
It may, for example, exacerbate the poor access to financial
inclusion that already exists in Nigeria and may simply lead
to the opposite of what the CBN is trying to achieve. The
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▲ FLASH THE CASH

The cash transaction is heavily entrenched in Nigeria,
and great wads of notes may be produced to strike deals

poor and uneducated – and there are many in Nigeria – may
end up extricating themselves even further from the formal
banking sector and conduct their transactions through cash,
a medium they are more familiar with.
Some may opt out of cashlessness because of the low
level of financial literacy. A significant number of Nigerians
do not possess enough basic financial knowledge to be able
to make smart and informed decisions. Some also view the
cashless policy as an attempt by the government to subject
them to multiple bank charges, eating further into their
hard-earned income.
There is also a lack of confidence in electronic
transactions because of the unreliability of Nigeria’s
IT infrastructure. ATMs and POS terminals commonly
experience systems or network failure, sometimes going out
of service for several hours. This does not augur well for the
cashless policy and underpins the serious concerns of some
observers that poor network connectivity could scuttle the
plan of rolling out the policy across all Nigeria.

finance and poverty reduction, so financial inclusion will be
vital to a stable and strong financial system.
The CBN should continue its financial literacy drive,
especially outside urban areas. This will improve the
understanding of financial products, concepts and risks,
and help people to develop the skills and confidence to
become more aware of financial risks and opportunities and
make informed choices. This is what will ultimately increase
the use of banks, even among the uneducated in the society.
There must be investment in IT infrastructure to allow for
seamless transactions. This will boost confidence, as well
as make transactions easier. CBN is working closely with
the telecoms sector to provide dedicated bandwidth for POS
terminals to reduce downtime.
To sum up, despite the criticisms and challenges of the
cashless policy, there is no better time to adopt the policy
than now. The cashless policy will align Nigeria with global
best practice and position it for achieving its ambitious goal
of becoming one of the top 20 economies by 2020. ■

The way forward

Kayode Yusuf ACCA is a finance professional and journalist

The CBN must increase access to financial services such as
payments, savings and remittances. This will be central to
the success and sustainable growth of the cashless policy.
There is a positive correlation between enhanced access to

FOR MORE INFORMATION:

Cashless Lagos project: www.cenbank.org/cashless
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WORLD COMPETITIVENESS

▼LITTLE CHANGE AT THE TOP

According to the latest IMD World Competitiveness Center’s annual rankings, the US retains the number
one spot in 2014, reflecting the resilience of its economy, better employment numbers and its dominance
in technology and infrastructure. There are no big changes among the top 10. Small economies such as
Singapore and Hong Kong continue to prosper thanks to exports, business efficiency and innovation. Most
big emerging markets slid in the rankings as economic growth and foreign investment slow.

#1 US
#3 HONG KONG
#4 IRELAND
#5 MALAYSIA
#7 SINGAPORE
#18 UK
#28 CHINA

#23 CHINA (▼)
#16 UK (▲)
#15 IRELAND (▲)
#12 MALAYSIA (▲)
#4 HONG KONG (▼)
#3 SINGAPORE (▲)
#2 SWITZERLAND (■)
#1 US (■)

▲BUSINESS EFFICIENCY

In the ranking of which enterprises are
performing in an innovative, profitable and
responsible manner, the US came top, with
Hong Kong in third place, and Ireland fourth.
Greece was ranked near the bottom (54th).

▼REGIONAL PERFORMERS

‘There’s no single recipe for a country to climb the
competitiveness rankings; much depends on local context,’
said Arturo Bris, director, IMD World Competitiveness Center.

#4 TAIWAN

#2 HONG KONG

#1 SINGAPORE

#3 MALAYSIA

#5 AUSTRALIA

#4 UAE

#2 SWEDEN

#1 SWITZERLAND

#3 GERMANY

#5 DENMARK

#4 MEXICO

#2 CANADA

#1 US

#3 CHILE

#5 PERU

ABOUT THE SURVEY

IMD is a top-ranked business school. The World Competitiveness Yearbook is recognised as the leading annual
report on the competitiveness of nations. The yearbook was due to be published as Accounting and Business
went to press. Download the full list at: http://tinyurl.com/klulv2l
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THE FUTURE IS
CROWDSOURCING

Innovation is what R&D is about, but now the R&D model itself has been taken over by a
whole new approach – looking outside the company walls for new product and service ideas

M

ore than half the manufacturers of consumer goods
will achieve 75% of their consumer innovation and
research and development (R&D) capabilities via
crowdsourcing within three years. That, at least, is
the prediction of consultancy Gartner – to a mixed reaction
from companies and academics in the area. One thing they
are virtually all agreed upon, though, is that crowdsourcing
is developing rapidly and has disruptive consequences.
Crowdsourcing means obtaining services, ideas or
information by soliciting contributions from a large group
of people – usually online – rather than from traditional
sources. Organisations have already found a huge range of
uses for crowdsourcing, from improving sales techniques to
building predictive models and designing adverts. A mining
company even used it to find elusive gold reserves.
A recent article in New Scientist proposed that
crowdsourcing can even ‘fix’ the internet by protecting it
from complex bugs like Heartbleed.
Gartner said that engineers, scientists, IT professionals
and marketers at consumer-goods companies are now
engaging the intellect and opinion of crowds much more
aggressively. It sees a massive shift toward such applications
of crowdsourcing as online communities, scientific problem
solving, and internally and externally created products.
The consultancy also predicted that consumer-goods
companies using crowdsourced solutions in marketing or
product development will have added 1% more to their
revenue by 2015 than non-crowdsourcing rivals.

The trailblazers
Large brands and companies such as Doritos, Starbucks
and Procter & Gamble (P&G) have led the way. Thousands
of businesses are now thought to be using so-called idea
exchanges, where customers post suggestions and vote on
features suggested by others.
But Jonathan Price, visiting lecturer at the London
School of Business & Finance (LSBF), sums it up when he
says: ‘The numbers using open innovation platforms look
impressive by themselves, but in market share terms they
are infinitesimal.’
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Matt Greeley, CEO of Brightidea, says: ‘Global spend
on R&D is $1.4 trillion. To say the majority of that will
go toward crowdsourcing within two years is unrealistic.
However, crowdsourcing is highly disruptive to R&D
and will continue to take a larger slice every year. New,
collaborative innovation models are catching on fast, in a
big way. Crowdsourcing is likely to disrupt a large segment
of the global economy.’
Greeley highlights P&G as a prime example of how
businesses are using the new product-development model.
More than 50% of the company’s product initiatives involve
significant external collaboration, and it expects externally
sourced innovation to contribute more than $3bn in 2015.
However, Dr Steve Priddy FCCA, head of research at LSBF,
dismisses Gartner’s claim as ‘rubbish’. ‘Crowdsourcing is
not going to displace the R&D function of firms as diverse
as Unilever, Shell or Arup,’ he says. ‘It may impact more on
“gazelle” startups, which are excellent for crowdsourcers.’
Techniques such as asking fashion blog readers about
their favourite colours have enabled businesses like The
Cambridge Satchel Company to achieve rapid growth from
almost nothing, says Priddy.
Dave Nelsen, president of Dialog Consulting Group,
also doubts that crowdsourcing will become so pervasive
soon – if ever. ‘But it will be a huge trend,’ he adds.
‘It’s brainstorming meets focus group meets democracy.
For example, over six years, Starbucks has implemented
more than 300 ideas based on customer suggestions
and voting. Why should a company plan its products
and services using just the people inside its four walls?
Customers live in the real world, there are more of them,
and they have lots of good ideas.’
100%Open has helped run many crowdsourcing
campaigns for a wide range of companies and non-profit
organisations – it claims a tenfold return on investment for
open-innovation projects.
Co-founder Roland Harwood says: ‘There are some great
examples of how crowdsourcing has made a real difference
in all sorts of industries and applications, from Wikipedia
to citizen science. Whoever you are, not all the smart people
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work for you. This has always been
true, but more recently, simple web
tools have made it possible to engage
them in innovation activities effectively.
This has made open innovation
increasingly necessary to build and
sustain competitive advantage.’

▌▌▌‘CROWDSOURCING IS NOT FOR THE
FAINT-HEARTED, BUT IT SHOULD FORM PART
OF A BALANCED INVESTMENT PORTFOLIO’

Potential pitfalls
But crowdsourcing also brings many potential difficulties.
Some claim one of the biggest is that it can be used to
exploit desperate people by offering minimal or unfair
rewards – a practice dubbed ‘serfing the internet’.
Michael Mainelli, executive chairman of Z/Yen Group
and a member of ACCA’s Global Forum for Governance, Risk
and Performance, says: ‘In R&D, intellectual property is a
nightmare. The biggest problem is that I can’t crowdsource
something unless I can identify the IP rights.’ He says
some companies have offered ‘egregious contracts’ for
crowdsourced ideas, pressuring people to give up their rights
for a relatively small pay-off. ‘You only need a few like that to
queer the pitch,’ he says. ‘We need a reform of IP before we
can use these techniques.’
Priddy agrees: ‘The growing danger is a lack of regulation
over crowdsourcing. It is not for the faint-hearted, but it
should form part of a balanced investment portfolio.’
Mainelli adds that so-called crowdworking – for example,
accessing the global IT talent pool to write pieces of
computer code – is already proving successful and is a more
effective use of the crowdsourcing technique at present.
Academics also point out that crowdsourcing is limited
in that it can usually only be used for ideas rather than the
whole R&D process. Bettina von
Stamm, director at the Innovation
Leadership Forum, says: ‘In
most cases, open innovation
is a misnomer. These
platforms are mostly only
generating ideas. They don’t
collaborate to implement
the ideas, which is what
innovation is about.’
She also points out that
successful crowdsourcing requires
organisations to publish details
of their plans online that they
may not wish their competitors
to read.
Harwood says another
downside could be the
tendency towards
mediocrity, as herd
behaviour gravitates
towards obvious ideas,
unless the project is

properly managed, moderated and incentivised. ‘Another
pitfall is building expectation in your crowd that cannot
be fulfilled. This can lead to a backlash of disappointed
participants but can be avoided by careful and frequent
communication about what you are doing and why at each
stage,’ says Harwood, who adds that crowdsourcing is not
about getting something for nothing. ‘It requires a lot of
work and some investment to make it work,’ he says.

Effective measurement
Von Stamm says methods for measuring the effectiveness
of crowdsourcing will depend on the context. ‘If you want
a small improvement for an existing product, it’s simple to
measure. But radical innovation requires more care because
if you measure too much you might kill it. It might be better
to measure the success of the whole portfolio rather than
individual projects. Many ideas will fail, but a few will succeed
and perform much better than any incremental innovation.’
The possibilities opened up by crowdsourcing might
call for finance to be more flexible, says Von Stamm. ‘Most
of the existing measurement tools are geared towards

»

▲ SMALL BEGINNINGS

Yellow, a Lego sculpture made
of 11,014 bricks by US artist
Nathan Sawaya, part of his
The Art of the Brick exhibition.
Lego’s crowdsourcing
project, Cuusoo, has led to
the commercially successful
creation of six Lego sets

38

INSIGHT | CROWDSOURCING

risk elimination and certainty.
“Ambidextrous” organisations excel
at incremental innovation and the
Toymaker Lego’s Cuusoo programme
passes final review, the crowdsourced
opposite, almost contradictory
mind and skillset required for
has many of the aspects of a good
designers receive 1% of total net
innovation excellence. I am making
crowdsourcing project. As well
sales of the product.
gross generalisations, but some
as sourcing talent and ideas from
Lego Cuusoo started in 2008 and
finance people tend to focus more on
the global market, it uses the web
has so far led to the creation of six
details, whereas innovation requires
to judge the popularity of ideas
sets. 100%Open has worked with
a focus on the bigger picture. With
before they launch; and it uses a
Lego on its crowdsourcing strategy.
crowdsourcing you can’t plan for the
staged approach.
Co-founder Roland Harwood says:
solutions to come.’
Participants submit ideas for Lego
‘Crowdsourcing works better in
Harwood says it is important
products. They create a page about
digital industries where the rate of
to calculate not only direct return
their proposed idea for a Lego set
developing ideas is much faster than
on investment but also softer
and seek supporters and feedback
product or manufacturing-based
measurements such as net
from others. Once their proposal
businesses, but Lego Cuusoo shows
promoter score. A major by-product
accrues 10,000 supporters, the
that it also works here. Cuusoo is a
of customer crowdsourcing is that
Cuusoo team reviews it and decides
clever way to develop and market new
they can become more engaged with
whether to produce it commercially.
products before you’ve spent money
your brand and products.
The team also comments on project
on production. Lego tracks ROI and
Greeley says tracking the
pages when they amass 1,000 and
several of the sets have enjoyed
financial impact for the company
5,000 supporters. If the project
incredible commercial success.’
is nonetheless essential. ‘We define
an innovation outcome as dollars
returned to the business – this could be cost reduction or
believe. You could give people
revenue growth,’ he says. ‘Our customers have tracked
tokens to play in the market which
over $500m in impact from crowdsourcing,
turn into prizes. It allows you to
so there is compelling evidence of its
see which projects people really
positive effect.
think are going places,’ he says.
‘The counter-point is what if you did
‘Another development is that
not crowdsource? Would you identify
people are starting to look at how
and work on the same opportunities or
we infer things from the behaviour of
ones with equivalent impact? There is no
crowds and second-order effects. So
way to tell, but there is strong anecdotal
we can already guess what you were
evidence suggesting that breaking down
thinking about before you got there.’
silos [via internal crowdsourcing] allows
Harwood says that, despite its pitfalls, crowdsourcing
employees to connect more dots across
is set to have radical effects. ‘It could be applied almost
geographic and functional boundaries
anywhere – some of my favourite current ideas are around
than they otherwise would.
crowdsourcing engineering, architecture and government
‘Crowdsourcing can cast a wider
policies,’ he says. ‘Since we have become exponentially more
net and engage more employees in
connected, organisations are being turned inside out. In the
your most pressing business challenges
future, big organisations won’t do innovation, they will merely
for faster solutions. Pitfalls arise if
manage it. The real creativity will come from outside.’
you use it as a gimmick. If you don’t
Nelsen adds: ‘People can collaborate from everywhere.
try to solve real business challenges,
This will impact almost every organisation that is based
employees realise something is amiss –
primarily on intellectual contributions, including accountants.
participation and motivation ceases.’
The mechanisms for collaborating and integrating knowledge
Mainelli says a refinement of
will keep improving. The ultimate potential of crowdsourcing
crowdsourcing is to create a
is unlocking our collective intelligence.’ ■
market for ideas, rather than
simply relying on online votes,
Tim Cooper, journalist
for example. ‘In the highly
political environment of a large
◄ REACHING OUT
establishment, it’s hard to tell
Children perform at the opening ceremony of the First
which version of the truth to
Lego League Open European Championship in Spain

LEGO CLICKS WITH CUUSOO
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FROM A TO B

While change is always hard, if transformation programmes are to achieve their aims
it is vital that finance leaders take ownership of the process, says ACCA’s Jamie Lyon

M

any CFOs have a good understanding of the
current state of their finance function – and
a clear vision of what it ought to be like.
Rationalisation, new processes, better technology
and even entirely different working models such as shared
service centres or outsourcing can all be important and
compelling components of that vision.
The challenge lies in getting from A to B. Managing
change is critical to turning the vision into a reality in sync
with the business case for the transformation programme.
But finance people may sometimes be too rational,
and assume that the bright, shining logic of the ambition
and the promised ROI will be enough to bring about the
change. Finance leaders who assume the bald facts are
all that is needed to get their teams to fully engage with a
transformation project and deliver it are in for a culture shock.
As is clear from ACCA’s recent report, Transformation
challenges in finance, finance leaders must fully invest in
change management, get the right sponsors to support
their project, deal effectively with stakeholders, obtain the
necessary resources and keep the transformation on the
corporate radar.

The need for change
One of the problems for organisations trying to transform
the finance function is that, often, people simply don’t see
the need for it. It is easier to make an enthusiastic case
for change when an industry is going through a period of
rapid transformation – perhaps because of the internet, for
example – or if competitors are stealing a march. And if the
CEO and the rest of the board set out to change the strategy
of the business, then that too can be a powerful force that
brings about change across the whole organisation.
However, if the business environment is relatively benign
and the strategy is one of steady as she goes, then it is
much more difficult to convince people of the need to
change their familiar ways of working. But as Chris Gunning,
vice president for global shared services at Unisys, says:
‘Finance leaders need to be proactive rather than reactive,
sitting and waiting for an organisational indicator. I think we
should be steering the vision and the strategy of finance.’
Patrick Hicks, service owner for global finance services
at GlaxoSmithKline, puts it a bit more colourfully, saying
that ‘when there is no burning platform, it’s critical to create
discontent with the status quo as a scare factor’.

All well and good – but CFOs wanting to embark on
ambitious change programmes at a time when the rest
of the enterprise is ‘business as usual’ will have to first
engage with and then secure a mandate from their CEO.
That does not mean delegating upwards; it does mean that,
as Gunning says: ‘If the cynics in the business don’t want
to get on board with the finance transformation, you do

»
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CHECKLIST FOR CHANGE
There is little ambiguity about
the secret of effective finance
function transformation.
Whether leaders outsource
or run their own captive
shared services centres,
whether they move quickly
or evolve the model over
time, the requirements
are the same.

Clear vision
Without a clear vision
for the finance function,
it is difficult to win over
stakeholders. It is critical to
spend time conveying the vision
of the future state, then getting
stakeholders to believe in the vision
and its potential for success.

Senior management commitment
If the CEO is not actively supporting the change or
is not seen as being supportive of it, then there
is no chance that finance function transformation
will provide the anticipated benefits. While the
CEO’s support is key, whether this support will
involve merely blessing the initiative or giving it
active support will depend on the scope of the
transformation sought.

Communication
If stakeholders do not understand what is changing and
why, and what they must do, then the change programme
will fail. According to the finance leaders consulted for
ACCA’s Transformation challenges in finance report, failure
is not caused by poor process and technology, but lack
of communication about the change.

Preparation
Not only should the finance organisation and its
stakeholders be prepared to commit themselves to the
change, but the transformation team must have a tight
plan to manage that change.

Resources
Finance transformers moving to shared services or
outsourcing often underestimate the effort required
for change management. The key is to have sufficient
resources at each transformation phase – from developing
strategy to achieving ‘business as usual’ acceptance.
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Patience
Finance transformation involves
high bursts of energy to effect
a revolution as well as slower,
more evolutionary change.
The process takes much
longer than most leaders
would like, but there are a
few shortcuts. Change for
finance is now a way of
life, not a project.

Organisational
redesign
Often, finance leaders
moving to shared services
and outsourcing models forget
that the totality of the finance
function must be redesigned.
Retained roles change significantly in
the face of new models; it is imperative
to ensure that staff are redeployed,
understand their new roles and are
retrained effectively.

Maintaining middle
management
Retaining the middle layer of finance
management that is critical to the
business’s core processes is key to change
management. Yet all too often, middle
managers’ numbers are aggressively reduced
to justify the business case for shared services and
outsourcing, or they are lost in the shuffle.

Alignment between capabilityand ambition
Often finance leaders overstretch themselves to realise
a vision that is way beyond their ability, or that of their
organisation, to achieve, or involves too much change to
absorb. Being realistic about the organisation’s change
potential is important.

Work within the culture
Those who implement complex, multi-scope, multigeography finance transformation programmes,
particularly in business line-led organisations, will
naturally experience greater change challenges. By
contrast, a single finance process implementation in
an organisation run from the corporate centre may find
that change is relatively easy. The trick is to gauge what
your organisation’s culture will allow.
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need the CEO to beat them
with a stick and get them
back on track.’ Hicks agrees
that the CEO’s support is
critical to underscoring that
participation is not optional.

Fast or slow?
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WHY DO WE NEED TO CHANGE?
‘The single biggest success factor is
having a CFO or a business leader
who can talk about the need for
change. Why do we need to change?
What will it feel like when we change?
What’s going to be different? Painting
that compelling picture of the future,
then ensuring that the broader
leadership team really walk the talk.’

Evolution or revolution? Simon
Newton, FD for partnership
services at UK retailer John
Lewis, puts it nicely: ‘Go as fast
as you can and maybe a little
bit faster than you ought.’
Julie Spillane FCCA, managing
You can’t deliver revolution
director, Accenture Global Services
if money is tight and change
has to be brought about
through small steps and quick
wins, but everyone seems to
agree that a transformation
programme that is too
‘I think you need to go more for the revolution and really get on with it, because
slow, under-resourced or
I think otherwise there’s too much debate, too much confusion, and I think the
lacking a certain aggression
quicker that you move to the new model and people get through that change journey,
will not communicate the
the better. Once people see that change, you do build upon the momentum.’
right message. But whether
the change is fast or slow,
Patrick Hicks, service owner for global finance services, GlaxoSmithKline
Deloitte partner Peter Moller
advises: ‘Respect the culture.’
The nature of the transformation strategy is probably the
spreadsheets to drill down into individual transactions. The
most important business decision. The question of whether
‘real’ accountants are in Eastern Europe or India or Manila.
to go for a captive or to outsource completely is one that
CFOs, says the report, need to ‘shut the door on the past
has no easy answer. In any event, the ‘right’ answer to the
but communicate, invest in new career models and highlight
‘make or buy’ decision will be different from one company
the business imperative’.
to another, and many opt for a hybrid solution.
The right external expert can help bring a fresh pair of
So how do you tell what’s right? Factors to bear in mind
eyes to the problem, but they will need to build relationships
include the vision for the finance function (is it to be a
within the company from scratch. Internal leaders may
‘centre of excellence’, for instance, or a ‘partner to the
already have that connectivity with the business, but may
business’?), the scale of the business (does finance have the
not be in the best position to champion the need for change.
critical mass to make outsourcing economically sensible?)
A true partnership between internal leaders and external
and organisational maturity.
experts is the solution that Hicks says is needed.
Culture is important: Hicks says: ‘We are used to solving
There are many keys to success, and all are needed
our own problems.’ But John Ashworth, global head of
to unlock the value in a transformation programme.
finance transformation at Pearson, thinks the model choice
Commitment, knowing the culture, preparation and
presents an opportunity to ‘kick the culture’. His company
resources, aligning capability and ambition – without all
went down the outsourcing route, creating ‘shock and awe’
of these, change programmes will fail to deliver. Perhaps
as part of the change programme. Does your business have
the most important of all, though, is a clear vision that is
this level of risk appetite?
communicated so that everyone knows what is expected
of them and believes that they can – and should – do it. ■

BRING ON THE REVOLUTION

Seeing differently

Either answer to the risk-appetite question involves
significant cultural change for finance functions that have
control and compliance at their heart. Moving toward an
outsourcing model or even shared services means finance
managers are controlling the environment and not the
processes. They use dashboards to gain an overview, not

Jamie Lyon FCCA is ACCA’s head of corporate sector
FOR MORE INFORMATION:

The ACCA report, Transformation challenges in finance,
is at www.accaglobal.com/smart
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TAKING CONTROL

Having a conscious role in how we think can steer us away from destructive responses,
transform our ability to make decisions and enhance relationships, says Noel Brady

W

ho’s in control: you or your subconscious?
No apologies for introducing this somewhat
profound opening question. It’s a deeply
important question that executives – and
everyone else, for that matter – should ask themselves.
In any 24-hour day, we are really only conscious of a small
percentage of things that we make happen, or that happen
to us. While we are distracted by our thoughts, worries and
daydreams, our mysterious subconscious is controlling most
of what we do and how we react to events – a kind of silent
autopilot, if you like. Our subconscious mind contains our
individual subjective map of reality, and as external events
enter our subconscious through our senses we process our
response largely on auto-pilot, without ever engaging our
high-level conscious mind – the one that uses logic and
critical thinking to make rational decisions (we hope).

The conditioned subconscious
This subconscious map of reality is directly influenced
by our life story, from childhood influences such as
culture, parental and school style and critical life experiences
to social status, political loyalties, key role models and choice
of life partners. Our subconscious is largely conditioned to
think and react to events based on our life experiences and
influences. We continuously develop habits of thinking, feeling
and behaving throughout our lives.
Emotional intelligence as a concept has been
around since Daniel Goleman coined the phrase for
his 1995 book, Emotional Intelligence. One of his key
insights is that our outcomes in life, both positive and
negative, are largely determined by our subconscious.
Goleman identified that emotional responses are held at
a subconscious level and that they are intricately linked
with subconscious habits of thinking and behaving.
Personally, I think the phrase can be misleading:
how can emotions be intelligent? I prefer the concept of
subconscious potential. Our brain has the potential to
be highly effective or ineffective in any given situation or
role depending, to some extent, on our inherited genes
but, to a larger extent, on our life experiences. As an
executive coach I used to focus on helping individuals and
teams perform to their leadership potential by working on
behaviours, but now I focus on helping clients maximise their
leadership potential by changing their habits of thinking
and the ways in which they use their minds.
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Rewire your brain!
We know from recent advances in neuroscience that the
brain has an amazing capability to rewire itself, both
positively and negatively, depending on what happens to us
in life. For example, when a person loses their eyesight, the
part of the brain responsible for processing images gets
reused for processing sound and results in highly sensitive
hearing. We also know that temporarily induced mental
states become more permanent mental traits as the mind
influences the brain’s structure.
Changing long-held limiting habits of thinking around
life, work, leadership and relationships can be hard, but
is achievable. It’s not dissimilar to curing an addiction to
harmful behaviour or drugs. In both cases, the support of
others is often invaluable because change is so hard.
We now know enough about how the brain works to
consciously influence this natural process. The six points
below are condensed from my long experience of working
with executives who successfully achieved lasting change.
1 Make a real decision to change. Take 100% personal
ownership of the outcome. This is probably the most
important step and the one that causes the most
problems. If you want to become an inspirational leader,
for example, it’s important to really know why you want to
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is often introduced to help executives deal with the
stresses and relentless pressures of work. For some,
mindfulness is about finding peaceful time to clear one’s
mind of thoughts and meditate. For me, the practice is
less structured. I endeavour to create an ongoing habit of
being mindful. This is very powerful because it provides
the opportunity to consciously change my old, unhelpful
habits of thinking that get in the way of maximising my
potential as a leader, coach, partner and father. It’s very
simple: mindful leaders make better decisions.
4 Become less self-centric in your thinking. Highperforming teams are essential to business success, but
when working as an executive team coach I invariably find
that dysfunctional team behaviour and poor performance
are caused by self-centric thinking. Leaders should
develop a habit of challenging self-centric thinking
in both themselves and others; be mindful that it is
associated with poor outcomes, unhealthy conflict and
negative emotions.
5 Reflect on your outcomes. This is a crucially important
element of change. Spending some quality time reflecting
on important events is part of the process of rewiring
our brain to create fresh connections and thinking habits.
Humans have evolved to learn from experience, and this is
accelerated and deepened by reflection.
Ask yourself: ‘What happened during an
important event? What worked or didn’t
work well? What insights or learnings
did you get? What would you do
differently next time?’ Make this a habit
and your learning and development will
accelerate rapidly.
6 Persevere. Changing unhelpful habits of thinking takes
time and repetition. We know from neuroscience that
thoughts happen when brain cells, or neurons, transmit
electrical signals between each other via connections
called synapses. The more often the neurons fire, causing
a transfer of information to another neuron, the stronger
the pathway becomes – hence, the creation of new habits
of thinking. The obverse is also true; as thoughts become
less frequent, the neural pathway shrinks.
Use these six points to steer your brain’s development to
gain more conscious control of your mind and improve your
leadership – and your life. ■

▌▌▌CHANGING LONG-HELD LIMITING HABITS OF
THINKING AROUND LIFE, WORK, LEADERSHIP AND
RELATIONSHIPS CAN BE HARD, BUT IS ACHIEVABLE
be so. What are the positive benefits for you, your team
and your business? Are they really worth the time, energy
and personal commitment to continuously push yourself
outside your comfort zone? Contemplate what might be
subconsciously motivating you.
2 Create a personal vision in the area you want to change. A
strong vision helps to overcome challenges and momentto-moment difficulties. It helps us to deliberately focus
on how we want to be, rather than how we are now. In the
area of a key stakeholder relationship, for example, your
vision may be to maximise the strength and quality of the
relationship over the long term. If so, then being right all
the time and getting the decision you want right now may
harm that relationship. Instead of ‘winning’, you might
consciously choose to align with your vision and defer to
the stakeholder in order to strengthen the relationship.
3 Practice awareness. Begin to ask yourself: ‘What do
I think about the process of my thinking right now?’
Engage your conscious mind in the process of thinking.
Or, ask yourself: ‘What is happening right now?’
Unawareness makes you a prisoner of your conditioning,
but past experiences are not necessarily a good guide for
present-moment challenges. The practice of mindfulness

Noel Brady is an executive director with Inside Out, a global
executive coaching firm. He works internationally with
senior executive leaders and leadership teams focusing on
developing lasting performance improvements through the
creation of new and empowering habits of thinking.
noelbrady@insideout.biz
FOR MORE INFORMATION:

www.insideout.biz
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Career boost
What do studies tell us about the battle of the sexes at work, asks talent doctor Rob Yeung.
Plus, how to impress a new client, and how many typos you can get away with on your CV

TALENT DOCTOR: GENDER
Are women and men equally effective in the workplace?
As a research psychologist, I get frustrated with much of
what is written about the subject as it tends to be based
on opinion rather than evidence. So what do studies tell
us about the battle of the sexes at work?
The answer depends on how you define ‘effective’.
Management professor Fred Luthans defines an effective
leader as one who is able to create a team of productive
and satisfied employees. He defines a successful leader
as one who is able to be promoted quickly.
A 2008 study by management professors Margaret
Hopkins and Diana Bilimoria asked hundreds of
employees to rate the effectiveness of their leaders.
The results found that male and female leaders were no
different in their levels of interpersonal competence and
emotional intelligence; they were equally effective.
However, the male leaders tended to be more
successful; they were promoted more frequently and saw
their salaries increase more. Even when female leaders
had equivalent levels of skill, they tended to be rewarded
with fewer promotions and salary increases.
A 2013 experiment by behavioural scientists Michelle
Haynes and Madeline Heilman invited women and men
to work together in small project teams. Afterwards, the
researchers asked the women and men individually to
say who they think did the most work. Typically, men
were more likely to claim credit for having made the
most contribution. In contrast, women were more likely
to share the credit by saying that ‘we’ or ‘my team mate’
had done the work.
Given that most studies suggest that women are no
less effective, this suggests that they often don’t take
credit even when they should. No one likes a braggart,
but women in general may want to seek recognition for
the achievements to which they genuinely contributed.

Understanding the perception gap
Dozens of studies have shown that most people – not
just leaders but all employees – typically have fairly
inaccurate views of their own competence. Some people
massively overestimate themselves; others underestimate
themselves by a similar margin.
A 2014 paper in the Journal of Applied Psychology
reviewing the results of 95 studies collected all over
the world found that men tended to rate themselves as
significantly more effective than women rated themselves.
However, when these men and women were actually rated
by colleagues, the reverse was true: colleagues tended to
find female leaders to be more effective.

ACCOUNTING AND BUSINESS

Overall, research suggests that women are as effective
as men in leadership roles – if not slightly better.
However, women tend to underestimate themselves and
shy away from taking credit.
If you’re a manager, you would be wise to take these
differences into account. Just because a woman in your
team doesn’t seem as confident or pushy about her
achievements doesn’t mean she isn’t as good. Failing
to recognise talented individuals – regardless of their
gender – may be robbing you and your organisation of
some of your best future leaders.
Dr Rob Yeung is a psychologist at leadership consulting
firm Talentspace and author of more than 20 career
and management books, including How To Win: The
Argument, the Pitch, the Job, the Race. He also appears
as a business commentator on BBC, CNBC and CNN news
FOR MORE INFORMATION:

www.talentspace.co.uk
@robyeung
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THE PERFECT: NEW CLIENT MEETING
You’ve ironed your best outfit, brushed your hair and
polished your shoes; you’ve got the time, address and
names imprinted inside your eyelids; you
may have even practised your
handshake. You’re ready to meet
your new client.
Or are you? If your client
is a different nationality,
are there any traditions
or cultural nuances you
should be aware of? If
you’re meeting in a
restaurant or bar,
should you drink?
If so, how much?
A lot of
research goes into
making a good first
impression on a new
client, but alongside
being courteous and
flexible, there are a few
steps you can take to
come over well and
start the relationship
off on the right foot.
First, plan and
prepare. You’ll have your own
agenda and targets, but you
need to take into account
your client’s expectations
and needs, so put
yourself in their shoes –
do your research.

SUMMER BREAK

A US study by Robert Half
has found that 39% of
workers won’t use their
allotted summer vacation
days, with 38% saving some
in case they need them later
and 30% for fear of falling
behind with work.
Paul McDonald, Robert
Half’s senior executive
director, says: ‘All work and
no play doesn’t just lead
to burnout, it also erodes
creativity, since stepping
outside of routine frequently
sparks innovation. Fresh
perspective is useful in just
about any profession.’
And it is, after all, a long
stretch till next summer.

TYPO TOLERANCE

It seems that even
employers are becoming
desensitised by the quick,
casual and often mistakeridden communication of
social media. According to
research by Accountemps,
only 17% of employers
say a single mistake would
land a CV in the reject pile
compared with a figure of
40% in 2009.
But this does not mean
jobseekers can relax – 63%
said two mistakes was
enough to consign a CV to
the waste bin.
The study cited real
examples of howlers in
CVs: ‘My last employer fried

Second, set an agenda. This doesn’t need to be
followed too rigidly, but if emailed to the client the day
before it can make a positive initial impression.
On the day there’s every chance the meeting
will go in a completely different
direction, but that’s ok.
Third, be professional. Show
common courtesy, politeness and
consideration. Follow your client’s
lead with alcohol, don’t talk over them
or appear distracted, and turn your
phone to silent.
Fourth, take notes. This can help
make your client feel that what
they are saying is valued and also
help you appear busy if it’s a
boring meeting.
Finally, provide a meeting
summary. This is where your note taking
will prove useful. It ultimately affirms the
agenda and the meeting, sets out the
future path and looks professional.

me for no reason.’ ‘I am
graduating this Maybe.’ And
‘I am looking for my big
brake.’ Oops!

IT’S FLEXI-TIME

Changes to legislation in
the UK that come into force
on 30 June could prompt
a surge in flexi-working
requests from employees.
According to a YouGov
survey commissioned by
HR specialist Croner, 26%
of British workers are likely
to request flexible working
arrangements once the new
law comes into force.
Richard Smith, head of
employment law at Croner,
says: ‘Changes to the

law are not bad news for
employers – they will receive
some flexibility too.
‘The new law replaces
the statutory procedure for
consideration of flexible
working requests with a
duty on employers to deal
with employee requests in a
“reasonable” manner.
‘It does not give
employees the right to
working flexibly but provides
a right to request it.’ ■
This page is compiled and
edited by Neil Johnson
FOR MORE INFORMATION:

www.accacareers.com
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International strategies

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

In the second article in his series on international business,
Tony Grundy looks at how to develop strategies
With mature Western
economies groaning under
the weight of sluggish
GNP per capita growth and
with their government debt
akin not just to the film
The Hangover but also to
follow-ups The Hangover
Part II and The Hangover
Part III, it would be
foolish not to consider the
opportunities presented by

are possible consultancy
projects in Israel and Russia.
I have already chosen my
office in Dubai – The Four
Points Sheraton (I wish!).
If your board isn’t
thinking about this
dimension yet, then at the
next board meeting, wake
them up! There is a myriad
of options to explore, as I
will now explain.

▲ IN HIS DREAMS…

Downtown Dubai is our author’s preferred locale for his
burgeoning Middle Eastern executive development hub
the ‘other world’, which is
growing fast.
Take my own business
as an example. Five years
ago it was all based in the
UK. In 2014, by contrast,
most of my orders for
executive development
come from Egypt, Europe,
Dubai and the US, and there
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Identifying options
At the most basic level, the
key choices available for
international strategy are:
	which countries to sell to
	which market segments
to sell to
which products to sell
(along with any local
adaptations)

*
*
*

	how to sell them.
*
Obviously, subsequent
choices might arise from
these, such as whether to
make product over there,
and about distribution.
Options for international
development are a bit like
the shape of the branches
of a tree. So we also have
different options branching
out in terms of simple

exporting and setting up
local operations.
The export choice can be
between having your own
sales force, selling through
agents, selling through
distributors or engaging
in a joint venture (JV).
Equally, setting up your
own operations triggers
other options to decide on,
such as whether to have an
organic startup, take part
in a JV or acquire a local

business. A JV can then have
many possible structures –
organisationally and legally.
In addition, there is the
decision to be taken on
location. In some countries
this may not be about
determining where to locate
a single base as, in effect,
there are a multiplicity of
regions; in the case of China
or the US, for instance, the
whole country is too big to
be served realistically from a
single base.
As highlighted in last
month’s article, there is also
the question of timing. For
instance, you might enter
multiple countries/locations
in parallel or through a
dynamic cascade.
There are also phasing
options. You might begin
for instance, with an export
strategy selling from the
UK, then setting up your
own sales force, before
entering a JV or expanding
via acquisition. Even if you
don’t know exactly how
and when it is all going to
pan out – which would be a
well-articulated ‘deliberate
strategy’ – then it is sensible
to have at least worked
out scenarios for some
broad shapes and possible
sequencing of international
development.

Evaluating strategies
Strategy evaluation involves
an assessment of:
the market’s inherent
attractiveness
the potential competitive
position
country attractiveness.
The first two of these were
covered in articles in my
earlier series; country
attractiveness is peculiar

*
*
*
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to international strategy
evaluation and has two
aspects.
The first of these is
that different countries
will have different general
economic growth rates
and market growth rates,
display different levels of
competition, and present
different difficulties of
trading and doing business.
Social, political and
economic stability may be
different too.

such high-level questions
were never addressed. Tesco
did carry out extensive
market research and
piloted prototype sites in
the US, but sometimes the
competitive and cultural
odds can be just too stacked
against you.
Contrast that with the
huge success of Dyson
Appliances in the US.
There was no need for a
manufacturing plant and it
was possible to stick with

of articles on strategy,
distinguishing between the
five criteria of:
strategic attractiveness
financial attractiveness
implementation difficulty
uncertainty and risk
stakeholder acceptability.
Score each individual
cell of the matrix as a 3
(highly attractive), a 2
(medium attractive) or
a 1 (less attractive), and
then add the total up out
of 15. Remember that the

*
*
*
*
*

▌▌▌YOU CAN’T ASSUME THAT OTHER PLAYERS WILL
DO NOTHING. IT IS MUCH LIKE A GAME OF FOOTBALL –
ATTACK AND YOU CAN BE HIT ON THE COUNTER
The second aspect of
country attractiveness is
there may be different levels
of difficulty in competing.
A particular country may
be hostile to your operating
there because you are
from another country (the
‘liability of foreignness’);
conversely, coming from a
certain country may give
you an advantage, such
as British origination in
Anglophile countries.

Case study
When UK retail giant Tesco
decided to move into the
US it thought its superior
grocery retailing skills would
be sufficient to outweigh
both the problem of having
an unknown, new or British
brand, and the difficulty of
not having perfect familiarity
with that market. I wondered
at the time whether Tesco
had looked at the track
record of UK companies
entering the US, and of UK
retailers entering the US
(neither good), and at the
critical success factors in
the US.
With hindsight, the failure
of Tesco’s entirely new
Fresh and Easy brand in
California makes it look like

an existing and established
brand. The US is a natural
home for Dyson, especially
given the quirky appeal
of British inventor James
Dyson. That may be less
true of India – although
the country has a large
and growing middle class,
home-cleaning routines are
different from in Europe and
cultural differences generally
inhibit sales.
Coming back to structure
and international strategies,
a start can be made by
drawing up a matrix of
countries (the ‘where’),
against the ‘how’.
The ‘how’ might be
split – as mentioned above
– into simple export versus
local operations, and
these of course may need
subdividing.
A simple next step is to
score the cells of the matrix
out of 5 – with 5 being very
attractive indeed, 4 very
attractive, 3 average, 2
below average and 1 weak.
Next, take a sample of
the higher scoring strategies
and maybe some 3s you
think you could improve on,
and then run them through
the strategic option grid
explained in my first series

strategic attractiveness
score is based on thinking
about both market and
country attractiveness
– an assumed future
competitive position.

Implementing
strategies
Do not assume a steadystate position in the
marketplace. For instance,
one service company that
entered a central European
country established itself
well but a low-cost rival
opened up with pricing
way lower than the UK
company’s worst fears,
stealing considerable
market share and sales. In
international markets – even
more than domestic ones –
you can’t assume that other
players will do nothing. It is
much like a game of football
– attack and you can be hit
on the counter. Competitors
doing little or nothing may
be just ‘playing dead’.
Attack a rival in its
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home country and it might
even counterattack you in
yours. For instance, when
Dyson started to export to
Europe in earnest around
1997–98, Miele retaliated by
penetrating one of Dyson’s
most valued accounts, John
Lewis, which in around 1999
told me: ‘Miele is our bestselling product.’
In sophisticated and
global markets (especially
in fast-moving consumer
goods) multinationals
will often coordinate
their offensive marketing
strategies across borders –
even staging simultaneous
attacks on a rival.
To finish, there are
two further angles worth
flagging up: the options for
importing, and strategies
for repelling entrants from
other countries.
As some parts of the
world can manufacture
things much more
cheaply than in Western
economies, importation can
be a vehicle for strategy
development based on
this – called ‘comparative
advantage’. This approach
is often facilitated by the
internet, which has truly
shrunk the globe.
Also, as outlined above,
a domestic-only player
can suddenly find itself up
against new competitors
that may be cheaper
and better. Consider, for
example, how many trades
have been revolutionised in
the UK by workers coming
into the country from
Eastern Europe. ■
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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Power of the slide
The ability to deliver a bulletproof PowerPoint presentation is a vital skill that can help
you on your journey to becoming a great accountant, says David Parmenter
Accountants are often
guilty of underselling their
carefully thought-through
suggestions. Far too
often the accountant will
short-change themselves
by ‘under-cooking’ their
preparation and practice
time before giving a ‘careerlimiting’ presentation.
Here are my rules for
delivering bulletproof
presentations. These were
first published in my book,
The Leading-Edge Manager’s
Guide to Success.

The rules

Rule 1: Attend a
presentation skills course
1 This is a prerequisite to
delivering bulletproof
presentations. The speed
of delivery, voice levels,
use of silence and getting
the audience’s attention
are all techniques
that you need to be
comfortable with.
Rules 2 and 3: Prepare notes
to go with the presentation
2 Always prepare notes for
the audience so that you
do not have to give detail
in the slides.
3 Understand that the
PowerPoint slide is not
meant to be a document;
if you have more than 35
words per slide, you are
creating a report, not a
presentation. Each point
should be relatively cryptic
and be understood only by
those who have attended
your presentation.
Rules 4 to 6:
Presentation planning
4 Only say yes to carrying
out a presentation if you
have the time, resources,
and enthusiasm to do the
job properly.
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5 Create time so that you
can be in a ‘thinking
space’ (eg work at home,
go to the library, etc).
6 Map the subject area
out in a mind map and
then mind dump on
Post-it stickers covering
all the points, diagrams
and pictures you want
to use. Use one sticker
for each point. Then
place your stickers where
they fit best. Using
stickers makes it easy to
reorganise your subject
matter and will lead to a
better presentation.
Rules 7 to 15:
Presentation content
7 At least 10% to 20% of
your slides should be
high-quality photographs,
some of which will not
even require a caption.
8 A picture can replace
many words; for more
on this, read Presentation
Zen by Garr Reynolds
and Slide:ology by
Nancy Duarte.
9 Understand what is
considered good use of
colour, photographs and
the rule of thirds.
10 For main points, do not
use a font size of less
than 30 points. As Duarte
says: ‘Look at the slide
in the slide sorter view at
66% size. If you can read
it on your computer, there
is a good chance your
audience can read it on
the screen.’
11 Limit animation; the
audience needs to be
able to read all the points
on a slide quickly.
12 Use Guy Kawasaki’s
10/20/30 rule. A
sales-pitch PowerPoint
presentation should have

NEXT STEPS
1 Attend a ‘train the trainers’ course.
2 Use these techniques the next time you have to
give a short presentation, setting aside at least
six hours over a week.
3 Send me an email and I will send you a copy of
my chapter on selling change.
4 Read the books featured in this article.
5 Observe how the best presenters in your
organisation deliver and replicate their techniques.

10 slides, last no more
than 20 minutes and
contain no font smaller
than 30-point size.
13 Be aware of being too
clever with your slides.
Creating white space is
all very well, providing the
labels on your diagram
do not have to be small.
14 Never show numbers to
a decimal place or to the

pound if the number is
greater than 10,000. For
example, it is better to
say, ‘nearly £10m’.
15 Never use clipart; it
sends shivers down the
spine of the audience. ■
David Parmenter is a
writer and presenter on
measuring, monitoring and
managing performance
FOR MORE INFORMATION:

www.davidparmenter.com
www.davidparmenter.com/courses
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In May 2014, the
International Accounting
Standards Board (IASB)
issued two amendments
to standards, entitled
Clarification of Acceptable
Methods of Depreciation and
Amortisation (Amendments
to IAS 16 and IAS 38) and
Accounting for Acquisitions
of Interests in Joint
Operations (Amendments
to IFRS 11). At first
sight, these amendments
may not seem to be of
significance; however, to
some entities they will have
a profound effect.
A variety of depreciation
methods are used to allocate
the depreciable amount of
an asset over its useful life.
These methods include the
straight-line method, the
diminishing balance method
and the units of production
method. The method used
is selected on the basis
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All change
Don’t be fooled; changes to IAS 16, IAS 38 and IFRS 11 will have
a profound effect on some entities, explains Graham Holt

▌▌▌REVENUE MAY BE A MEASUREMENT OF THE
OUTPUT GENERATED BY THE ASSET, BUT DOES NOT
REPRESENT THE WAY IN WHICH AN ITEM OF PPE IS USED
of the expected pattern
of consumption of the
expected future economic
benefits and is applied
consistently, unless there
is a change in the expected
pattern of consumption.
The IASB decided to
amend IAS 16, Property,
Plant and Equipment, to
address issues that had
arisen over the use of a
revenue-based method for
depreciating an asset. This
is a method that is based
on revenues generated in
an accounting period as
a proportion of the total
revenues expected to be
generated over the asset’s
useful economic life.

Clarification
The total revenue takes into
account any anticipated
changes due to price
inflation but the IASB
felt that inflation has no
bearing on the way in which
an asset is consumed.
The amendment came
as a result of a request
to clarify the meaning
of ‘consumption of the
expected future economic
benefits embodied in the
asset’ when deciding on
the amortisation method
to be used for intangible
assets of service concession
arrangements. IAS 16
requires the depreciation
method to reflect the

pattern in which the asset’s
future economic benefits are
expected to be consumed by
the entity.
Revenue may be a
measurement of the output
generated by the asset, but
does not represent the way
in which an item of PPE is
used. Such methods reflect
a pattern of generation of
economic benefits that arise
from the operation of the
business of which an asset
is part, rather than the
pattern of consumption of
an asset’s expected future
economic benefits.
The IASB concluded that
a method of depreciation
that is based on revenue

»
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generated from an activity
that includes the use of an
asset is not appropriate, but
that the diminishing balance
method is an accepted
depreciation method.
This has the capability
of reflecting accelerated
consumption of the future
economic benefits in the
asset. This latter conclusion
regarding the diminishing
balance method was a
clarification due to concerns
raised by Committee
members who questioned
whether the proposed
amendment, given the
influence of a pricing factor,
would limit the ability to
apply a diminishing balance
depreciation method
to manufacturing
equipment.
The original
exposure draft
proposed that there
might be circumstances
in which a revenuebased method gave the
same result as a ‘units-ofproduction’ method. This
statement was thought to
contradict the proposed
amendments and so
was dropped.
The principle in
IAS 38, Intangible
Assets, is that
an amortisation
method should
reflect the pattern
of consumption of
the expected future
economic benefits
and not the pattern
of generation of expected
future economic benefits.
IAS 38 is therefore amended
to introduce a rebuttable
presumption that a
revenue-based amortisation
method for intangible
assets is inappropriate
for the same reasons as
in IAS 16. However, there
are limited circumstances
when this presumption
can be overturned. They
are where the intangible
asset is expressed as a
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measurement of revenue
and where it can be
demonstrated that revenue
and the consumption of the
intangible asset is directly
linked to the revenue
generated from the asset.
Both standards now
contain an explanation that
expected future reductions
in selling prices might be
indicative of an increased
rate of consumption of the
future economic benefits of
that asset. The amendments
are effective for annual
periods beginning on or
after 1 January
2016 with earlier
application
permitted. Full

retrospective application of
the amendments would have
been too onerous for some
entities.

Outstanding issues
In 2011, the IASB issued
IFRS 11, Joint Arrangements,
which introduced several
changes. Principally, there
are now only two types
of joint arrangements,
which are joint ventures

and joint operations.
Further, proportionate
consolidation is no longer
permitted for arrangements
classified as joint ventures,
as equity accounting has
to be applied. Although
the standard deals with
most issues arising out
of the accounting for
joint operations, there
are certain matters that
it does not address. A key
issue is accounting for the
acquisition of an interest
in a joint operation, which
represents a business.
As both IFRS 11 and its
predecessor, IAS 31, Joint
Ventures, did not deal with
the issue, significant
diversity in practice has

occurred.
The
approaches
used in practice
in accounting for
a joint operation,
which constituted
a business, were as
follows:
A IFRS 3, Business
Combinations, approach:
identifiable assets and
liabilities were normally
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measured at fair value
and goodwill recognised.
Additionally, transaction
costs were not capitalised
and deferred taxes were
recognised on initial
recognition of assets
and liabilities. The
guidance in IFRS 3 was
not followed where it
was not appropriate; for
example, in this situation
there would not be noncontrolling interests.
B Cost approach: the
total cost of acquiring
the interest in the joint
operation was allocated
to the individual
identifiable assets on
the basis of their relative
fair values. The premium
paid, if any, was allocated
to the identifiable assets
and not recognised as
goodwill. Transaction
costs were capitalised
and deferred taxes were
not recognised as per

the exception in IAS 12,
Income Taxes.
C Hybrid approach:
preparers in this group
applied IFRS 3 and other
IFRSs selectively with
the result that mainly
identifiable assets
and liabilities were
measured at fair
value and goodwill
was recognised.
Transaction costs
were capitalised with
contingent liabilities and
deferred taxes generally
not recognised.
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This diversity has led to
different treatments of
any premium paid on
acquisition, recognition
or non-recognition of any
deferred taxes arising on
acquisition and acquisition
costs being capitalised
or expensed.
As a result of the
above diversity, the IFRS
Interpretations Committee
was asked to clarify whether
the acquirer of such
interests in joint operations
should apply the principles
in IFRS 3 or whether the
acquirer should account
for it as a group of assets.
The committee referred
the matter to the IASB,
suggesting that the most

are not required for the
activities to qualify as a
business. An output should
have the ability to provide
a return in the form of
dividends, lower costs or
other economic benefits to
owners.
The assessment of
whether a set of activities
and assets represent a
business is still extremely
judgmental.
As a result of the
IASB’s deliberations, an
amendment to IFRS 11
has been made. Accounting
for Acquisitions of Interests
in Joint Operations
(Amendments to IFRS 11)
requires that the acquirer
of an interest in a joint
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operation and also to the
acquisition of an interest
when a joint operation is
formed. IFRS 1, First-time
Adoption of International
Financial Reporting Standards,
has also been amended
to extend the business
combination exemptions. The
amendments are effective for
annual periods beginning on
or after 1 January 2016 and
apply prospectively.
For some companies, the
amendment will represent
a significant change to
current practice and will
present a number of
challenges as a result of
having to apply business
combinations accounting,
while others relate to the

▌▌▌FOR SOME, THE AMENDMENT WILL REPRESENT
A SIGNIFICANT CHANGE TO CURRENT PRACTICE AND
WILL PRESENT A NUMBER OF CHALLENGES
appropriate approach was to
apply the relevant principles
for business combinations in
IFRS 3 and other IFRSs.

Defining a business
One of the key judgments
is whether the activities of
the joint operation, or the
set of activities and assets
contributed to the joint
operation on its formation,
represent a business as
defined by IFRS 3. IFRS 3
defines a business as ‘an
integrated set of activities
and assets that is capable
of being conducted and
managed for the purpose
of providing a return in the
form of dividends, lower
costs or other economic
benefits directly to investors
or other owners, members
or participants’.
Further guidance explains
that a business is a series
of inputs and processes
applied to those inputs that
have the ability to create
outputs. However, outputs

operation which constitutes
a business, as defined
in IFRS 3, is required to
apply all of the principles
in IFRS 3 and other IFRSs
with the exception of those
principles that conflict with
the guidance in IFRS 11.
As a result, a joint operator
that has acquired such an
interest has to:
measure most identifiable
assets and liabilities at
fair value
expense acquisitionrelated costs (other
than debt or equity
issuance costs)
recognise deferred taxes
recognise any goodwill or
bargain purchase gain
perform impairment tests
for the cash-generating
units to which goodwill
has been allocated
disclose information
required relevant for
business combinations.
The amendments apply
to the acquisition of an
interest in an existing joint

*
*
*
*
*
*

nature of the proposed
amendment itself. For
example, joint arrangements
are common in the
mining and metals sector;
therefore any changes in
the accounting can have
wide-ranging implications.
Some key implications
for those companies are
the increased time, cost
and effort needed to
determine fair values for the
identifiable assets acquired
and liabilities assumed.
This in turn will lead to
changes in the profiles of
the financial statements and
the need for more detailed
record keeping. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
University Business School
FOR MORE INFORMATION:

www.ifrs.org
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Technical update
A monthly round-up of the latest developments in financial reporting, audit, taxation
and legislation from the IASB, the European Union, the OECD and elsewhere
FINANCIAL REPORTING
REVENUE RECOGNITION

The International Accounting
Standards Board (IASB)
has issued IFRS 15,
Revenue from Contracts with
Customers. It applies to an
annual reporting period
beginning on or after 1
January 2017, but earlier
application is permitted.
However, an entity that
chooses to apply IFRS
15 earlier than 1 January
2017 should disclose this
fact in its relevant financial
statements. This is a jointly
issued converged standard
with the US Financial
Accounting Standards Board
(FASB) and the aim is that
it ‘will improve the financial
reporting of revenue and
improve comparability of
the top line in financial
statements globally’.
The boards state that the
‘core principle of the new
standard is for companies
to recognise revenue to
depict the transfer of goods
or services to customers
in amounts that reflect
the consideration (that
is, payment) to which the
company expects to be
entitled in exchange for
those goods or services. The
new standard will also result
in enhanced disclosures
about revenue, provide
guidance for transactions
that were not previously
addressed comprehensively
(for example, service
revenue and contract
modifications) and improve
guidance for multipleelement arrangements.’
The core recognition
principle is achieved by a
five-step model framework:
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identify the contract(s)
* with
a customer
identify the performance
* obligations in the

*
*
*

contract
determine the transaction
price
allocate the transaction
price to the performance
obligations in the
contract
recognise revenue when
(or as) the entity satisfies
a performance obligation.

DEPRECIATION AND
AMORTISATION

The International Accounting
Standards Board (IASB)
has issued amendments
to IAS 16, Property, Plant
and Equipment, and IAS
38, Intangible Assets. The
amendments are effective
for annual periods beginning
on or after 1 January 2016,
with early application
permitted. It has stated
that the principle for the
basis of depreciation and
amortisation is the expected
pattern of consumption of
the future economic benefits
of an asset and has clarified
that the use of ‘revenuebased methods to calculate
the depreciation of an asset
is not appropriate because
revenue generated by an
activity that includes the
use of an asset generally
reflects factors other than
the consumption of the
economic benefits embodied
in the asset’. See also
page 49.

AUDIT
AUDITING DISCLOSURES
The International Auditing
and Assurance Standards
Board (IAASB) has issued

Addressing Disclosures in the
Audit of Financial Statements.
It is open for comment
until 11 September and
its broad aim is to clarify
expectations of auditors
when auditing financial
statement disclosures. To
achieve this, new guidance
is included in the exposure
draft. The IAASB states
that ‘one of the key areas
addressed... is additional
guidance to help establish
an appropriate focus by
the auditor on disclosures
and encourage earlier
auditor attention on them
during the audit process,
including disclosures
where the information
is not derived from the
accounting system.’
For more information visit
http://tinyurl.com/iaasb-ed

CODE OF ETHICS

The International Ethics
Standards Board for
Accountants has issued an
exposure draft, Proposed
Changes to Certain Provisions
of the Code Addressing Nonassurance Services for Audit
Clients, and invites comment
by 18 August.
The board states that the
‘proposed changes aim to
enhance the independence
provisions in the Code of
Ethics for Professional
Accountants (the Code) by:
providing additional
guidance and clarification
regarding what
constitutes management
responsibility, including
enhanced guidance
regarding how the auditor
can better satisfy itself
that client management
will make all judgments
and decisions that are

*

the responsibility of
management, when the
auditor provides nonassurance services to an
audit client
providing better guidance
and clarification on the
concept of ‘routine or
mechanical’ services
relating to the preparation
of accounting records and
financial statements for
non-public interest entity
audit clients
removing the provision
that permits an audit
firm to provide certain
bookkeeping and taxation
services to public interest
entity audit clients in
emergency situations.
For example, it is proposed
that the emergency
exception provisions related
to bookkeeping and taxation
services are withdrawn. This
is ‘based on the following
conclusions:
A situation in which an
emergency provision
should be allowable
should be so rare and
extraordinary that it
should not be addressed
by the Code, nor should
the determination to use
the provision be made by
the auditor and the client.
Removing the emergency
provisions would
strengthen the Code by
removing the potential for
misuse of the provisions
due to subjective terms
such as ‘emergency’
and ‘unusual situations’
included in the extant
guidance.’
The draft is at http://
tinyurl.com/iesba-ethics

*

*

*

*

Glenn Collins, head of
technical advisory, ACCA UK
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DIGITAL IMPORTS AND VAT
A high-level group on digital taxation has recommended
that VAT should be charged on all digital purchases
bought by European Union (EU) consumers from
services based outside the EU. From 2015, digital
services delivered to EU consumers will attract VAT
in the consuming country but small purchases from
non-EU states will remain VAT exempt. The group wants
this exemption removed to ‘provide a level playing field
for EU business’.
The proposals come in a comprehensive
report on possible tax reforms for the EU digital
economy, where the group recommended that
this sector ‘does not require a separate tax
regime’, while admitting that reforms to EU
taxation laws might be required.
More at: http://tinyurl.com/digital-ec

EUROPEAN UNION
VAT REFORM

The European Commission
has abandoned attempts
to secure approval for a
comprehensive reform of
the European Union’s (EU)
VAT system, having failed to
secure sufficient support.
Brussels has been
promoting a package of
changes since 2004, but has
withdrawn them as ‘good
legislative management’.
Its proposal to amend
EU directive 77/388/EEC
with a view to simplifying
value-added tax obligations
would have created a single
electronic portal where
traders could make all
EU returns using one VAT
number. While some related
proposals have been taken
forward separately – such
as extending the use of
reverse-charge mechanisms
– the whole package will now
be dropped.
The commission
has also abandoned a
proposed EU regulation
on a statute for European
private companies; reforms
to directive 77/388/
EEC regarding special
tax schemes for travel
agents; and changes
to EU regulation (EEC)

No 218/92 on VAT for
travel services.

BENEFICIAL OWNERSHIP
INFORMATION

The Council of Europe’s
anti-money laundering
body Moneyval has
called on its member
jurisdictions to widen
beneficial ownership
information available
about companies in their
territories. Moneyval’s 33
members include some
smaller European Union
(EU) member states such
as Malta and Lithuania;
non-EU European countries,
including Russia, Ukraine
and Monaco; UK crown
dependencies Guernsey,
Jersey and the Isle of Man;
and others. More at: http://
tinyurl.com/eu-ben-own

SMALL INVESTORS

The European Parliament
has approved a European
Union (EU) directive limiting
the risks that investment
funds can take with small
investors’ savings. These
‘undertakings for collective
investments in transferable
securities’ (UCITS) will have
to appoint independent
overseers to protect
investors’ interests. Under
the law, fund managers

cannot take risks beyond
those accepted by UCITS
investors. The law has
been negotiated with the
EU Council of Ministers
and gives member states
18 months to implement
its terms.

TAX LOOPHOLE

EU finance ministry
officials are trying to
close a loophole that has
allowed corporate groups
to exploit mismatches
between national tax rules
to avoid paying taxes on
certain types of profits
– called ‘hybrid loans’ –
distributed within member
companies. These can
sometimes be considered
a tax-deductible cost in
the lender country and
a tax-exempt dividend
in the borrower country.
The European Union’s
Greek presidency hoped
to secure agreement on
reforming the problem by
20 June. More at: http://
tinyurl.com/eu-loophole

CREDIT RATING AGENCIES

The European Commission
has released a working
paper on reducing the
reliance of regulators on
credit rating agencies when
making policy and legislative

decisions – see http://
tinyurl.com/eu-agencies
Meanwhile, the
Commission has also
investigated the creation of
a network of smaller credit
rating agencies (CRAs) in
the European Union. More
at: http://tinyurl.com/
europa-cra

OECD
BANK SECRECY RULES

The OECD has secured
agreement from its 34 rich
world member countries to
apply a new single global
standard on automatic
exchange of tax information.
Endorsed by G20 finance
ministers, the standard
obliges countries and
jurisdictions to obtain all
financial information from
their financial institutions
and exchange that
information automatically
with other jurisdictions
annually. See page 16.
Argentina, Brazil, China,
Colombia, Costa Rica, India,
Indonesia, Latvia, Lithuania,
Malaysia, Saudi Arabia,
Singapore and South Africa
have also signed up. More
at: http://tinyurl.com/
oecd-info ■
Keith Nuthall, journalist
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Reaching out
Building closer links with standard-setters around the world, not just the IASB, is on the
agenda for Teresa Polley, president and CEO of the US Financial Accounting Foundation
Teresa Polley heads up an
organisation that describes
itself as the most important
financial oversight body
that most Americans don’t
know about. The Financial
Accounting Foundation (FAF)
oversees the organisations
that set reporting rules
for both the private
sector and America’s
multitude of state and
local governments.
It is a mission she feels
passionately about. ‘We
believe that good financial
reporting creates a virtuous
cycle,’ she says. ‘It enables
investors to make the best
decisions and allocate
capital in ways that fuel
growth. The result is a
strong and stable economy.’
Yet Polley never planned
on a career in public service.
She started off in the now
defunct accountancy firm
Arthur Andersen, which was
broken up in 2002 following
its handling of the auditing
of Enron. ‘It was a great
place to start as an entrylevel accountant,’ she says.
‘It still tugs at my heart to
think it no longer exists.’
Polley joined the Financial
Accounting Standards Board
(FASB) – the rule setter for
company reporting – in 1987
only after a private-sector
employer delayed too long
in making her a job offer. ‘I
assumed this would last only
a few years before I returned
to the private sector. That
was 26 years ago.’
The variety of careers at
the FAF and the FASB partly
explains her decision to stay
so long. ‘There was always
something stimulating
to do,’ she says. During
the 1990s, Polley was
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the controller of the FAF,
managing the organisation’s
own financial statements
and budget. ‘It was rather
like being a doctor to
doctors,’ she says.
Following this, she was
the executive director of
the Advisory Groups for the
FASB with responsibility for
communicating between the
board and its constituent
organisations. In 2008,
Polley was appointed as
interim president of the

Standards (IFRS) are used
by more than 100 countries.
‘This was a real milestone,’
she says. ‘Revenue is a
very important part of the
financial statement of any
entity.’ The new rules, to
be introduced in 2017,
will make it far easier to
compare the accounts of
American and European
companies – and help
promote international
mergers and acquisitions,
according to some experts.

US investors are more likely
to sue,’ she says. ‘That
creates a demand from
companies for a more rulebased system that provides
very detailed guidance.
Companies want to be sure
they are within the bounds
of the standard.’
Meanwhile the auditors
are subject to secondguessing by the Public
Company Accounting
Oversight Board. With less
concern about legal action,

▌▌▌‘WHEN WE STARTED ON UNIFIED STANDARDS, I
THINK EVERYONE UNDERESTIMATED THE CHALLENGES
OF FITTING VERY DIFFERENT CULTURES AND MARKETS’
FAF, while the organisation
searched for a permanent
boss. After what she
describes as a ‘nine-month
job interview’ she was asked
to take over permanently.

Global direction
The responsibility is not
for the faint-hearted, she
admits. ‘What concerns
me most is where we are
heading globally. We are
working hard to ensure that
we have globally comparable
information, but that we
do this in a way that does
not dilute the high-quality
structure we have in the US.’
On the day before
Polley’s interview, the FASB
announced a rare triumph
of global co-ordination –
publishing new rules for
revenue recognition along
with the London-based
International Accounting
Standards Board (IASB),
whose International
Financial Reporting

Still, the fact that the
accord took more than a
decade to hammer out
illustrates the difficulties
of convergence. ‘When
we started on the path
towards unified standards,
I think that everyone
underestimated the
challenges. The difficulty has
been fitting the same set of
standards to very different
cultures and markets.’ One
of the basic divides, she
says, is that the US is more
focused on equity markets,
while European regulators
are often more attuned to
the interests of creditors,
primarily bank lenders.
‘That is a very different
relationship and the users
of financial information have
different needs.’
One basic cultural
difference, she says, is the
litigious nature of American
investors. ‘If there is any
sense that a company has
violated an accounting rule,

European companies are
more comfortable with a
principles-based system that
gives more leeway.
There have also been
specific sticking points,
including the debate over
the impairment of bad
loans. ‘The standard under
discussion potentially would
result in an increase in bank
reserves in Europe but a
decrease in the US,’ she
explains. ‘In the wake of
the 2008 financial crisis,
everyone agreed that this
did not make sense.’
European and US
standard-setters have
also so far failed to agree
on a common approach
to accounting for leases.
‘On this issue there is a
conceptual agreement
between the FASB and the
IASB,’ Polley says. ‘But the
practicalities have been
stubbornly hard to resolve.’
While most media
attention falls on the

»
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FASB, the role of the
Governmental Accounting
Standards Board (GASB)
is no less crucial, Polley
argues. ‘This body not only
sets the reporting rules
for America’s 50 states,
but also for every town
and village for more than
85,000 municipal entities,’
she says. That’s not only
relevant for investors in
the $1.6 trillion municipal
bond market. ‘This is also
information for citizens and
taxpayers that enables them
to monitor how their money
is being spent and can help
determine who they vote for.’
This remit too is replete
with thorny issues. Among
the most pressing has
been how states and cities
account for the retirement
and health benefits of their
former workers. As recently
as 2012, the GASB brought
in rules to compel such
entities to include pension
obligations on their balance
sheets. This, Polley says,
will give a more accurate
impression of the fiscal
health of states and cities.
Next on the agenda
is accounting for postretirement healthcare
spending. ‘The situation
here can be even worse
than for pensions,’ Polley
laments. ‘The private sector
has been accounting for this
for years and it appears to
have caused companies to
manage these costs better.’
Voters need to know if state
and local governments are
assuming financial burdens
that will come back to
haunt taxpayers in years or
decades to come. In a recent
survey of 61 cities the Pew
Research Center found a
$217bn shortfall between
pension benefits and the
funding to pay for them.
With such a diverse
range of users of financial
information, the FAF is
constantly aware of the
need for openness.

ACCOUNTING AND BUSINESS

reporting, including
measures of ecological
sustainability. ‘We believe
all kinds of information are
important,’ Polley says. ‘That
said, it is still unclear where
integrated reporting will
lead. It is important for us to
stay on issue and retain our
focus on the financial aspect
of reporting.’

Multilateral future

THE FAF

*

BASICS
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Formed in 1972, the Financial
Accounting Foundation has a mission
to act as an apolitical, independent
organisation focused on establishing
and improving financial accounting
standards and thus enhancing the
information found in financial reports.
Today, the FAF oversees the work of
the bodies tasked with setting privatesector and public-sector accounting
standards: the Financial Accounting
Standards Board and the Governmental
Accounting Standards Board.

‘The FASB and the GASB
always meet in public to
ensure we get as much
feedback as possible,’
says Polley. Reaching out
is not always easy. ‘In the
investment community
we have to communicate
with the buy-side and
sell-side, along with stock
and debt analysts,’ she
says. ‘These groups are far
less homogenous than the
preparers and each uses
information differently.’
Polley says that it is

important that investors
are represented within the
standard-setting bodies.
Among the FASB’s advisory
groups is one solely
composed of investors,
she points out. In addition,
several of the FASB board
members are drawn from
the investor community.
The FAF also keeps a
close eye on integrated

Even after five years in the
job, Polley is still looking
years ahead. ‘One of our
tasks will be to ensure we
forge closer links with other
standard-setters around the
world, not just the IASB,’
she says. ‘The world is tired
of this being just a bilateral
discussion.’ The FAF has
pushed for discussions
with standard-setting bodies
in such nations as Japan
and Germany. ‘We need a
broader dialogue,’ she adds.
Polley also believes that
technology will continue to
change the profession. ‘We
see an acceleration in the
speed at which financial
information is collected and
delivered,’ she says. ‘That
will affect any organisation
that reports financial data.’
Over the coming years,
Polley believes the world
will make more progress
towards common accounting
standards. ‘It is our goal to
move towards convergence
without sacrificing quality,’
she says. ‘This is certainly
not an easy task, but I
believe that in five years
we will be closer to that
goal and it will be easier to
compare accounts around
the world.’ The agreement
on revenue recognition is the
most powerful sign to date
that this vision is realistic. ■
Christopher Alkan, journalist
based in New York
FOR MORE INFORMATION:

www.accountingfoundation.org
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The modern CFO
In the rough seas of today’s volatile economies, CFOs play so many key roles it can be hard
to pick the most crucial, as the recent Congress of Financial Directors in Warsaw heard

▲ FDs OF THE YEAR

From left: Pawel Cygan, Grzegorz Dzik and Boguslaw Galusik

The crisis in Ukraine
should not derail economic
growth in Poland. That
was the message from the
VI Congress of Financial
Directors, co-organised in

Warsaw on 27 May by ACCA,
Euler Hermes and Forbes.
The meeting also
concluded that Poland is at
the crest of its economic
cycle, which should last

until the end of next year;
and that to avoid the trap of
dependence on the EU, the
country needs to develop
new markets, particularly in
Africa and Asia.
The 500 guests were able
to listen to presentations
and discussion panels on
the key areas of interest for
the modern CFO, ranging
from macro-economic
perspectives and areas of
biggest business potential to
the changing roles of CFOs.
Lisa Peake, head
of global employer
relationships at ACCA UK,
gave a presentation on
change and challenge for the
modern CFO.

The final stage of the FD
of the Year competition was
also held at the congress.
Magdalena Hernandez, head
of ACCA Emerging Europe
and jury chair, said the jury
had found it hard to decide
whether CFOs played a more
crucial role when leading
expansions and acquisitions
or when saving the company
from insolvency.
After a heated debate,
the winners were announced
as Boguslaw Galusik, FD of
Polfurnitur (SME category)
and Grzegorz Dzik, CFO of
Neuca (large companies).
Pawel Cygan, CFO of Tauron
Dystrybucja, gained an
honourable mention. ■

MAKE SURE YOUR
CPD IS RELEVANT!
Your CPD should reflect your personal learning needs,
so when planning your CPD the most important thing to
focus on is its relevance to your role and career ambitions.
Your CPD is RELEVANT when:
n it reflects your individual learning needs
n it demonstrates new learning
n you can apply it in your workplace.
Save time and money and get the most out of your
learning by making sure it’s relevant to YOU.

Still unsure?
Watch the short video on CPD relevance by going to:

www.accaglobal.com/cpdrelevance
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The inside track
On the eve of the Glasgow 2014 Commonwealth Games, David Leather, the accountant
charged with ensuring everything is ready on time, takes us behind the scenes
While the scale of the
2014 Games is vastly
different to London 2012,
Leather’s experiences from
the 2002 Games – which
came in £14m under budget
– have been extremely
useful. While Glasgow’s
budget is well below the
£8.92bn it cost to stage
London 2012, it is estimated
that the 2014 Games will
reach 1.5 billion people
through TV and radio, which
compares well with London
2012’s reach of four billion.
‘It’s quite difficult to
compare an Olympic Games
with a Commonwealth
Games; they are on a
different scale and the
Olympics has a huge budget
relative to the Commonwealth
Games,’ Leather says. ‘The
Olympic Park in London
was a very complex site and
part of a massive legacy
project, and a huge amount
of money was spent on the
infrastructure required to
stage the Games.’
Instead, Leather suggests
that a comparison with

17

BASICS

The 2014 Commonwealth Games will feature
17 sports, which will be held across 14
venues.

£472m

Total budget.

1.5bn

Estimated audience reach through TV
and radio.

71

Number of teams participating.

15,000

Number of volunteers.
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‘My career path hasn’t run
exactly as I’d envisaged; that is
the beauty of it. Being open to
opportunities and flexible is a
great asset, but don’t lose sight of
your big career goals.’

TIPS

From 23 July until 3
August, all eyes will be on
Glasgow as it hosts the 20th
Commonwealth Games.
Responsibility for the £472m
budget rests on the shoulders
of chief operating officer
David Leather, a key figure in
the staging of two of Britain’s
most successful ever sports
events, the Manchester 2002
Commonwealth Games and
the London 2012 Olympic
Games.
Leather is on secondment
from EY, the official
professional adviser to
Glasgow 2014. He’s been
a partner at the firm
since 2005 and brings
considerable experience
to proceedings, first as
deputy CEO and FD of the
Manchester 2002 Games,
and then as adviser for
London 2012. It’s his job
to ensure the events, the
venues, security, transport
and accommodation are all
ready on time and within
the budget, and remain
fully operational throughout
the Games.

*

‘Develop a culture that is accepting of
change and encourage managers to think
differently and to be more challenging
of each other. Try to become more
performance-focused and goal-oriented
rather than rewarding people because
they have been in their job for a certain
amount of time.’

*

‘Business relies much more on the
audit profession today. The combination
of International Financial Reporting
Standards, Sarbanes-Oxley and the fact
that audit committees have far more
responsibility means that auditors are
held in far higher esteem than when I
joined KPMG in 1985.’

the Manchester Games is
more relevant. ‘The cities
have similar ambitions and
recognise the importance
of the Games leaving a
lasting legacy; the sports
programme includes the
same 17 sports and a
similar number of athletes,
officials and media will
come to the Games.
‘The Manchester Games
left a strong, sustainable
legacy, with facilities built
with their future use in
mind.’ For example, the
main athletics stadium was
designed to have its running
track, field and a temporary
stand removed after the
Games finished so a pitch
could be laid and the venue
converted into a ground for
Manchester City FC.
‘In Glasgow we have the
opposite situation where we
have adapted the football

stadium at Hampden and
built a platform for the
athletics track.’

The work to convert
One of the biggest
challenges has been
what Leather describes
as the ‘unprecedented
transformation’ of Hampden
Park from Scotland’s
national football stadium
into one fit to host a full
programme of athletics.
This has involved the use
of revolutionary technology
to raise the level of the
competition area by 1.9
metres (and covering eight
rows of seats) and extend its
width and length, as well as
to create enough space for
a warm-up track and jump
areas nearby.
The process has utilised
approximately 6,000 steel
posts and 1,200 panels to
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Income push
He adds: ‘In terms of
revenue, a great job has
been done in raising
ticketing, sponsorship

and TV rights revenue.
The organising committee
has done everything it can
to bring in revenue and
minimise the exposure to
the public purse.’
For Leather, the biggest
financial challenges
around the 2014 Games
have included dealing
with such unknowns as
ground conditions, along
with the extensive number
of contractors involved
in the build phase for the
temporary overlay and
the tight timescale for
physical installations, which
are concurrent across
14 venues. These require
power, seating, scaffolding,
lighting, media facilities
and operational spaces as
well as catering provision
for the 30,000 contractors,
15,000 volunteers, a
paid workforce of

»

2013

Chief operating officer (seconded), Glasgow 2014 Commonwealth
Games.

CV

create a deck weighing over
1,000 tonnes, with a further
16,000 tonnes of stone, tar
and rubber placed on top.
‘The approach has
International Association of
Athletics Federation (IAAF)
approval and is already
being termed the “Glasgow
solution” in worldwide
athletics circles, a potential
game-changer for future
international athletics
events across the globe,’
Leather says.
Meanwhile, the brandnew athletes’ village will
provide a legacy of 700 new
homes, with Glasgow 2014
making a direct financial
contribution. By contrast,
in Manchester the village
was based in existing
university facilities.
The overall expenditure
in Glasgow is higher than in
Manchester, due to its use
of three major venues (the
football grounds at Ibrox,
Celtic Park and Hampden)
rather than a single main
stadium, the construction
of the athletes’ village and
a temporary shooting venue,
and significantly higher
security costs.
Whatever the differences,
both events have faced
similar pressures, says
Leather. ‘It is challenging
to build an organisation
quickly with good-quality,
experienced people when
many roles are only for
short-term contracts,’
he explains. ‘The team
in Glasgow is very costconscious and the same
was true in Manchester. In
both cases money is being
spent wisely with a high
level of assurance through
external advisers, the audit
committee and the budget
oversight group.’
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2006

Chief executive (seconded), Transport for
Greater Manchester, until January 2013.

2005

Became partner at EY (Manchester),
and seconded to set up the Olympic
Delivery Authority.

2003

FD, Manchester Airport.

1997

Seconded to become FD and later deputy
chief executive of Manchester 2002, the
organisation responsible for the delivery of
the 2002 Commonwealth Games.

1985

Trainee chartered accountant, KPMG.
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around 1,700, athletes,
media and representatives
from the Commonwealth
Games Federation.
‘It’s a big logistical
challenge but we have
assembled a strong,
experienced team to deliver
it,’ confirms Leather.
Then there is transport.
‘Rail and subway services
are being strengthened and
we need a huge number of

buses for the athletes and
media, and for the spectator
park-and-ride and shuttle
services,’ he says. ‘We have
to move people around while
the city continues to operate
as normally as possible.’
The fact that sporting
events have a fixed end
date helps to maintain
momentum, says Leather.
‘This helps to keep everyone
focused and ensures

that we make decisions
when we need to keep the
project moving.’
Leather pays tribute
to finance director Ian
Reid. ‘When the organising
committee was set up, a
great deal of work was
carried out by Ian, and with
the support of a number
of subject-matter experts,
to construct the organising
committee budget,’ he says.

‘This included a sizeable
provision for the unknown
expenditure requirements
that would emerge over a
six-year period up to the
Games. This budget has
stood the test of time and
we are confident it will be
sufficient to deliver a great
games; we have the right
team in place to do it.’ ■
Alex Miller, journalist

◄ REFLECTING GLORY

Scotland’s national netball team will be competing at
the Scottish Exhibition and Conference Centre Precinct

HOOP HOPES
Scotland’s national netball team is making its final
preparations for the Glasgow 2014 Commonwealth
Games under the guidance of team manager and
ACCA member Karen McElveen.
‘It’s the first time Scotland has participated in the
Commonwealth Games in this sport, so this is huge for
us as a management group and equally huge for the girls
in the squad,’ explains McElveen (pictured), whose day
job is director of operations in the property and asset
management division of global property agent CBRE.
‘It’s been five years in the planning around the
sport itself through Netball Scotland and 18 months
of intensive work with Team Scotland and the other
Commonwealth sports, so we just can’t wait for it
to happen – everyone is buzzing.’
Currently ranked 12th in the world, the Scottish squad
is looking to compete with distinction and is going for a
top-eight finish.
‘We’re really confident, because in the last six months
or so our performance has gone to another level,’ says
McElveen, who herself has been capped 39 times for
Scotland and competed in two Netball World Cups – in
1995 and 1999. ‘We’ve beaten Wales and Trinidad and
Tobago, who are the eighth-ranked teams in the world,
and we’ve qualified for the 2015 Netball World Cup in
Sydney, which we didn’t manage to do in 2011.’
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McElveen’s job as team manager involves ensuring
her athletes have everything they need to be able to
concentrate on their performance. This includes liaising
with Netball Scotland staff to ensure that any trials,
tours or competitions are organised and run smoothly.
‘A typical tour day might involve going to the gym or
for a run in the morning, sometimes before the athletes
are up. Then we’ll go and do some training with the
athletes, and it can be full-on from 6.30am right through
sometimes to 1 or 2am if there’s a late match.’
McElveen admits that it’s a challenge to fit it all in, but
she makes it work.
‘CBRE are really good in terms of supporting me,’ she
says. ‘They know what’s at stake and are happy as long
as I do my job.’
Based in Glasgow, McElveen manages a team of
80 people in CBRE’s real estate
accounting services department.
Its functions range from collecting
rent and paying invoices to financial
reporting. Properties managed
include such iconic buildings as The
Gherkin in London and high-street
retailers all around the country.
McElveen qualified with ACCA in
2008 and became an FCCA last year.
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Taking on the money launderers
ACCA Botswana seminar highlights the key role of the country’s accountants in national
campaign to prevent money laundering and terror funding
Towards the end of 2013,
De Beers’ relocation of all
its rough diamond sales
activity from London to
Gaborone, the Botswana
capital, made international
headlines, raising fears that
the move might be seen
by criminals as a moneylaundering opportunity.
However, Botswana is now
lined up with the rest
of the world in the fight
against money laundering
and terrorist funding, with
accountants in the country
having been made directly
responsible for ensuring
compliance with the
Financial Intelligence Act,
the country’s anti-money
laundering legislation.

and insights agenda by
engaging stakeholders in
thought leadership and
market-relevant issues.
Maureen Russell of
Thomson Reuters South
Africa led the discussion
about how to prevent money
laundering and terror
financing. Participants were
taken through the need to
apply know-your-customer
(KYC) processes to business
partners and how to assess
the risk of a business being
used to launder money.
She advised delegates:
to check the identity of
business partners and of
the ‘beneficial owners’
of corporate bodies and
partnerships

*

▲ PRESENT…

The 65 attendees came from
a range of sectors including
the diamond industry

► … AND CORRECT

Maureen Russell took the
delegates through the steps
required to prevent money
laundering and terror financing

▌▌▌‘BEHIND EVERY FINANCIAL TRANSACTION IS
AN ACCOUNTANT’ – ACCOUNTANTS NEED TO TAKE
RESPONSIBILITY IN ANTI-MONEY LAUNDERING FIGHT
The ACCA Botswana
Network Panel partnered
with the country’s Financial
Intelligence Agency and
the South African office
of media and information
company Thomson Reuters
to host a half-day seminar
on the issue in April. Some
65 people attended, drawn
from a wide range of sectors
including casinos, diamond
businesses, banks and
SMEs, as well as members
in practice.
Susanne SwanikerTettey, the Network Panel
chairperson and CFO
of Okavango Diamond
Company, opened the
seminar. She highlighted the
Network Panel’s mission to
help drive ACCA’s research

to monitor business
* partners’
business

to report cash
* transactions
above

activities and report
anything suspicious
to ensure a company
has the necessary
management control
systems in place.
Financial Intelligence Agency
director Abraham Sethibe
highlighted the need:
to keep all documents
that relate to financial
transactions, the identity
of business partners,
risk assessment,
management procedures
and processes
to make sure staff are
aware of the Act and are
trained accordingly
to appoint a nominated
officer

P10,000 (US$1,155) to
the agency.
Companies need to train
employees to recognise
suspicious transactions
and how to respond if
they identify one. Staff
should understand how
a company’s anti-money
laundering policies and
procedures affect them.
There are many different
reasons why a transaction
or activity might arouse
suspicion. Often it’s just
because it’s something
unusual for a business:
perhaps a customer
has tried to make an
exceptionally large cash
payment; perhaps the

*

*

*
*

customer behaved strangely,
or made requests that
didn’t seem to make sense;
perhaps the transaction they
wanted to make just didn’t
add up commercially. It is
important to look carefully
at all unusual transactions
to see if there’s anything
suspicious about them.
Sethibe noted the key
role that accountants
play in the fight against
money laundering. His
comment that ‘behind
every financial transaction
is an accountant’ was an
‘aha’ moment for delegates
and highlighted the need
for accountants to take
responsibility for their role
in the fight against money
laundering in Botswana. ■
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Firing on both cylinders
Senior female managers at a recent ACCA-sponsored roundtable in the UAE considered
the key principles of creativity and innovation and how they affect finance departments
The importance of creativity
in fuelling and underpinning
economic development,
especially in the financial
sector, was the focus of
a roundtable in Dubai
involving 17 high-profile
female senior managers.
The event was supported
by Manchester Business
School Middle East.
They listened to a
presentation given by
Mark Batey, joint chair
of Manchester Business
School’s Psychometrics at
Work Research Group. At
issue was: what exactly do
we mean when we talk about
creativity and innovation?
How do they differ from
each other, and how can
we harness both within our
finance practices?
Batey defined creativity
as the capacity to develop
ideas to solve problems
and take advantage

▼ ROUND THE TABLE

of opportunities; and
innovation as the application
of creativity leading to a new
and useful concept, product,
service or process.
Innovation is considered
crucial within a business
environment. In a study by
Boston Consulting Group,
companies identified it as a
key aspect of strategy. This
is particularly true for US
Fortune 500 companies.
EY believes that 50% of
organisational revenues in
five years’ time will be ‘from
things we haven’t thought of
yet’. And in an IBM global
survey, 1,500 CEOs thought
that innovation will be the
number one leadership skill
for the future.

The five key concepts
Batey identified five key
concepts for creativity.
The first was to use
existing knowledge to

Former ACCA UAE head Susie Isaacson (centre) and Amanda
Powell, CFO of Expatwoman.com (right)
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find connections between
ideas and to move beyond
the obvious. He cited
the example of bringing
together a lamp, a sewing
machine and a film camera
to create the projector.
The second concept was
causing chain reactions in
groups – helping people
to create a domino effect
of ideas. While newer
companies such as Google
and Facebook have this
characteristic built into
their culture, many older
companies very often do the
opposite within their more
traditional meetings setting,
Batey suggested.
Third was harnessing
an organisation’s strength
in diversity in terms of
background, knowledge,
perspective, experience, age,
language and education.
Fourth, using existing
organisational strengths at
the wrong time could be
derailing. Batey cited an
action-oriented company
whose very decisiveness

may stifle the potential for
creative thinking.
Fifth was the creative
problem-solving process of
accumulation (identifying
the problem faced and
accumulating insight),
generation (brainstorming to
generate options), evaluation
(while avoiding the
temptation to immediately
criticise), and incubation
(giving ideas a chance to
breathe and to develop).

Four key questions
During the roundtable,
Batey put forward four
key questions. The first
was whether creativity and
innovation is needed in
finance. Mariam Al Rasasi,
finance director at marine
terminal operator DP World,
replied: ‘Everything keeps
changing – the systems we
use, the way we need to serve
our internal customers –
there’s a constant need to be
creative.’ At the same time,
observed Farah Foustok, CEO
Middle East at Lazard Asset
Management: ‘There are
also issues constraining what
you can and can’t do, such
as regulations.’
Racha Alkhawaja, director
at UAE investment bank
MenaCorp and founding
partner of Reach mentoring
organisation, thought
creativity should begin within
the education system. ‘At the
same time, there’s now more
of a shift in C-level managers
acknowledging they need
coaching,’ she said.
‘How to make people
change their way of thinking
is a challenge,’ pointed
out Nusrate Ibrahim, MD
of finance at training
consultancy NTI.
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Faye Martin, finance
manager at DNV GL UAE,
commented that many
companies don’t see talent
they already have within
their organisation.
Joanna Dawson, cofounder and managing
partner of Kompass
Consultancy, added:
‘Companies often struggle
with choosing key
performance indicators that
have real strategic relevance,
and can miss a lot of
innovation opportunities as
a result.’
The second question that
Batey put to the roundtable
was whether innovation
was a more important
capability than creativity.
The consensus was that
companies needed to invest
equally in both as one could
not exist without the other. To
get your team to be creative,
follow the five principles,
suggested Batey. ‘The same
is true for stimulating a
creative culture – embed the
five principles in all aspects
of operations.’
Third was whether
women made better creative

culture of innovation and
creativity in the UAE.
Karuna Luthar, UAE
country head at Elara
Capital, pointed to the
UAE’s cultural diversity.
Julia Stolyarova, MD of
business software specialist
Vinci Solutions, also
highlighted the UAE’s central
global location, which she
described as a cultural shift
– the meeting of east and
west. ‘Its physical location

▲ THE CHALLENGE OF CREATIVITY

Kathryn Barber-Kebby of Capital MSL: people who feel
threatened by change may be afraid to challenge or rock the boat
However, the UAE’s
business culture may also
stifle creativity. ‘Some
people are just in the region
to make money rather
than seeking to make a
significant impact on the
organisation. This acts as a
creative barrier,’ suggested
Kathryn Barber-Kebby,

▌▌▌EY BELIEVES THAT 50% OF ITS ORGANISATIONAL
REVENUES IN FIVE YEARS’ TIME WILL BE ‘FROM THINGS
WE HAVEN’T THOUGHT OF YET’
and innovative leaders. While
there were some suggestions
this issue was less about
gender than personality,
Tracy Baron, partner at
Deloitte and Touche Middle
East, did highlight that
in her experience women
naturally can be more
collaborative, while male
colleagues sometimes
unconsciously appear
to be less collaborative,
which could be a barrier to
creativity in the workplace.
Finally, Batey asked the
roundtable whether they
thought there was a unique

makes the UAE affluent and
therefore a greater source
of business opportunities,’
she said.
‘The UAE is still a
comparatively new country
with a fresh vision, highly
and genuinely supported
by everyone,’ added Mariel
Yard, group VP tax and
treasury for hotel chain
Jumeirah Group. ‘Each
member of staff of one
government department has
a mandate to make at least
one single thing better a
year, regardless of how big
or small the change is.’
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finance manager at Capital
MSL. ‘People can also feel
threatened by change,
making them afraid to
challenge or rock the boat.’
On the other hand,
offered Alkhawaja: ‘There is
a much greater opportunity
for incubation, as there’s
less time needed for aspects
such as commuting.’

Cultural framework
The session concluded
with insights into a study
Batey is conducting into
creativity in the Middle
East. First was the notion

that creativity happens in
different countries in very
different ways, depending on
the prevailing cultural values
and priorities.
As regards the UAE, he
cited the Bedouin values of
loyalty to family and tribe,
sense of justice, bringing
close friends and family into
inner groups, status, and
relaxed approach to time.
All these cultural points had
both advantages and dangers
in creating an environment
for creativity, concluded
Batey. Loyalty, for example,
suggested an implicit trust in
the leader, but also brought
the danger of conformity
and uncertainty avoidance.
Equally, a relaxed approach
towards time could mean
a good environment for
incubation, but could also
lead to inertia.
‘Everyone is creative –
we can all generate ideas,’
Batey suggested. ‘The key
is how to shift mindsets to
foster the best results while
taking the unique local
context into account.’ ■
Mark Atkinson, journalist
based in Dubai
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Disclosure is resource key
Clear link found between corporate strategy for managing the
business’s natural capital usage and its sustainability impact
Robust reporting is needed
from businesses on their
management and use of
key commodities, including
commitments to reduce the
impact on natural capital,
according to a report
by ACCA, Fauna & Flora
International and KPMG.
The report, Business and
investors: providers and users
of natural capital disclosure,
reviews disclosures from

intensive corporate users of
five key commodities with
a high impact on natural
capital: beef, cotton, palm
oil, soya and sugar.
The use of these
commodities is a
critical sustainability
challenge and the report
discusses the disclosure
approaches taken.
The report is at www.
accaglobal.com/ab89

Meanwhile, a new
ACCA policy paper called
Sustainability Matters
has made clear that
the global accountancy
profession has an important
role to play in making
organisations more
responsible and accountable
in the pursuit of sustainable
development.
See ‘Sustainability
masters’, page 22, for more.

BIDCO SCOOPS ENERGY AWARD
24/7

ACCA is the only
professional accountancy
body offering round-theclock access to advisers.
For more, see www.
accaglobal.com/ab90
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One of ACCA Kenya’s important stakeholder groups
has scooped four awards in the recent KAM (Kenya
Association of Manufacturers) Energy Management
Awards 2014.
Bidco Refineries Group, East Africa’s leading FMCG
company, bagged the Overall Energy Management
Award, along with: Fuel Saving Energy category (large);
Sustained High Performance category; and was runner-up
for EMA Golden Honours.
The company is a market leader in cooking oil and
detergents. Its brands include Elianto, Kimbo and
Power Boy. Bidco director Dipak Shah (pictured) said:
‘We are honoured and humbled with this recognition
of our efforts by our peers and the industries’ fraternity
at large.’

CAMEROON CAMARADERIE
ACCA hosted the first ever member/employer cocktail
event in Cameroon on 8 May, co-sponsored by MTN
and Guinness.
A large number of members and key employers
attended the event, plus the entire sub-Saharan Africa
leadership team who, earlier in the week, had held their
regional meeting in Douala.
ACCA chief executive Helen Brand (third from left),
who had earlier in the day addressed the Pan African
Federation of Accountants (PAFA) meeting, reiterated
ACCA’s commitment to supporting members, affiliates
and students in this Francophone country in order for
them to continue making a meaningful contribution to
the development of the economy, the profession and their
respective businesses.
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