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FROM PITCH TO BOARDROOM
Whether you love it or loathe it, there’s no avoiding 
football this month as the FIFA World Cup kicks 
off in Brazil. Here at Accounting and Business, we 
couldn’t miss an opportunity to celebrate the world’s 
most watched sporting event without dedicating a 
few pages to the tournament. And while we won’t 
be predicting who will lift the trophy, our special 
section starting on page 35 looks at the financial 

management of the beautiful game. How has Brazil prepared, both financially 
and physically? What are the key revenue drivers for FIFA? And what can board 
directors learn from football management? 

What fascinates me is how the skills on the pitch can be applied to business. 
UK-based entrepreneur and writer Stuart Blyth was in Singapore earlier this 
year running executive courses to highlight how successful football management 
can work well in a business environment. His book, From Pitch to Boardroom, 
written with coach Christian Damiano, explores the similarities between football 
and corporate management. Blyth argues that creating a dream team is just as 
essential for any organisation in a competitive and globally connected world. 
So what can revered football managers, such as former Manchester United’s Sir 
Alex Ferguson, teach us? 

Also in this issue, our feature (page 16) puts Malaysian auditors in the 
spotlight, after a recent report found at least four in 10 audit firms wanting in 
their practice. The profession must tackle the problem head on in order to foster 
the highest standards among the country’s audit firms.

Meanwhile, on page 12, we present an exclusive interview with Tan Sri Ambrin 
Buang, Malaysia’s auditor general, who describes how greater public interest in 
the National Audit Department has underlined the importance of  the task at hand.

I hope this issue provides you with plenty of  food for thought.

Lee Min Keong, Malaysia editor, abeditor@accaglobal.com
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▼ STAR TURN
Fans celebrated Star Wars Day last month in 
Rome, Italy. Filming for Episode VII, due out in 
December 2015, has just begun in the UK 

▲ GRAND TOUR
Barack Obama speaks at Universiti Malaya in Kuala 
Lumpur, Malaysia during his Asian tour – the first time 
a US president has visited the country since 1966  

▼ PASSION FOR FASHION
UK luxury retailer Burberry brings its autumn/
winter collection to Shanghai, China
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▲ MONEY WHERE YOUR MOUSE IS
Shanghai Disney Resort is to enjoy an 
additional US$800m investment in attractions 
ahead of next year’s opening 

▲ THINKING BIG
Chinese e-commerce giant Alibaba is 
considering adding new shares to its initial 
public offering, which could make the deal 
the largest in history

▲UP A GEAR
Carmakers from around the globe gathered at Auto China 2014, held in Beijing in 
April, to unveil their latest ranges. China is the world’s largest market for cars

◄ CLEARING UP
Singapore stayed ahead of London for the 
second straight month as the world’s top 
offshore clearing centre for Chinese yuan
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TR
EN

D
S CHINA 2030

In 2030, the population of China will reach 
1.4 billion, an increase of 4.7% from 2012, 
according to Euromonitor International. 
This will be the result of falling birth rates 
and increasing life expectancy, leading to a 
rapidly ageing population with the largest 
number of people over 65 in the world. The 
urban population, expected to rise by 42.4% 
between 2012 and 2030, will hit 984 million 
and will account for 69.7% of the total. 

AUDIT UNDER FIRE
Cross-border audit quality 
must be improved, the 
International Forum 
of  Independent Audit 
Regulators (IFIAR) warned 
as a survey of  inspection 
findings was released.
The global survey found 
deficiencies in audit work of  
firms, including insufficient 
audit evidence to support 
opinions in areas such as 
fair value measurement 
in the audits of  public 
companies or valuation of  
investments in the audits 
of  financial institutions. 
IFIAR chair Lewis Ferguson 
described the results as a 
‘wake-up call’ for firms.

DIVERGENCE CALL
Aspects of  European Union 
(EU) audit reform could 
cause regulatory divergence 
and fragmentation, 
according to the 
International Federation 
of  Accountants (IFAC). 
The recent reforms give 
members some flexibility, 
such as shorter tendering 
and rotation periods, 
and lowering the cap on 
fees earned for non-audit 
services to audit clients.
Fayez Choudbury, IFAC 
CEO, warned that this 
could create a patchwork 
of  regulation across the 
EU, and said that ‘failure 
to decide a consistent 
approach to audit regulation 
within Europe does not 
auger well for the chances of  
agreement among the global 
community.’

YUAN MARKET GROWS 
Hong Kong’s Ministry of  
Finance plans to issue 
sovereign bonds totalling 28 

stock exchange during 
Q1, up 67%. The strong 
performance is attributed 
to an increasing number of  
large-scale IPOs, including 
HK Electric (HK$24.1bn) 
and Harbin Bank 
(HK$8.8bn). Six companies 
raised over HK$1bn each in 
the first quarter of  2014, 
compared with two a year 
earlier. 

TALKING TAX
While tax is a key factor for 
investors in Asia Pacific, 
consistency in tax policy is 
considered more important 
than predictability or 
complexity, according to 
respondents in a Deloitte 
survey. The firm’s 2014 
Asia Pacific Tax Complexity 
Survey Report highlights key 
tax trends facing businesses 
operating in the region. It 
found that, overall, tax has 
become more complex, 
less consistent and less 
predictable than it was three 
years ago. High-growth 
markets such as China 
and India continue to have 
challenges in providing 
consistent and predictable 
tax regimes for taxpayers, 
while the mature markets of  
Japan, Korea and Australia 
are seeing more complex 
regimes as a result of  
slowing economic growth. 
Key regional operating hubs 
such as Hong Kong and 
Singapore also scored well. 

PROGRESS ON BASEL
Regulators across key 
ASEAN countries and India 
have made quick progress 
on implementing the Basel 
III capital framework, and 
banks in the region will 
ultimately maintain higher 

News round-up
This month’s stories include calls to improve cross-border audit quality, Hong Kong’s 
strong IPO market, M&A opportunities in China, and the need for Asian cooperation

billion yuan this year. This 
includes 16 billion yuan 
to institutional investors, 
overseas central banks 
and monetary authorities 
(issued on 21 May), and 
12 billion to institutional 
investors and Hong Kong 
residents, due to be issued 
in the second half  of  the 
year. Financial secretary 
John Tsang said the total 
of  RMB 28bn would exceed 
last year’s RMB 23 billion. 
‘This demonstrates clearly 
the central government’s 
support in developing Hong 
Kong as an offshore RMB 
business centre,’ he said. ‘It 
would also be conducive to 

47.1
Average age 

#1
Largest number 
of  over-65s

69.7%
Urban 
population

the government’s objective 
to develop Hong Kong’s 
bond market.’

IPOs ON TRACK 
First quarter results have set 
the stage for a strong year 
for the Hong Kong initial 
public offering (IPO) market, 
says KPMG, maintaining 
its 2014 full-year forecast 
at HK$200bn despite a 
‘mixed outlook’, mainly due 
to changes in listing plans 
of  some of  the mega IPOs. 
The forecast represents a 
growth of  over 25% from 
2013. Fifteen companies 
were newly listed on the 
Main Board of  Hong Kong 

4.7%
Increase in the Chinese 
population between 2012 and 
2030, bringing it to 1.4 billion
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amounts and better quality 
capital than many of  their 
peers globally, according to 
Moody’s Investors Service. 
‘However, significant 
differences exist in the 
specific rules across the 
jurisdictions, and these are 
important to understand 
when assessing and 
comparing banking systems 
and individual banks,’ said 
Jean-Francois Tremblay, 
associate managing director 
for the region. 

MINISTERS ‘VIGILANT’
South-East Asian finance 
ministers remain ‘vigilant’ 
in the face of  economic 
risks such as reduced 
US monetary stimulus, 
Myanmar finance minister 
Win Shein said during a 
meeting of  ASEAN officials 
in the capital Nay Pyi Taw. 
‘We are vigilant to global 
economic challenges and 
pledge our commitment to 
maintain financial stability 
in our region and beyond,’ 
he said. ‘We have taken 
concrete and bold steps 
in maintaining financial 
markets and implementing 

the road map for monetary 
and financial integration in 
the region.’ 

PEOPLE’S CHOICE 
Business undergraduates in 
Hong Kong have voted EY 
the city’s most attractive 
employer in an online survey 
by global employer branding 
consultancy Universum. 
Agnes Chan, EY’s managing 
partner, Hong Kong and 
Macau, said that the high 
regard that young talent 
have for EY as a potential 
employer ‘speaks volumes 
about the attractiveness of  
the professional services 
sector and particularly 
about the firm as a global 
organisation focused on 
investing in the learning and 
development of  our people’. 
Universum asked 5,751 
university students about 
their career expectations 
and their perception of  
future employers. 

M&As ON THE RISE
Merger and acquisition 
(M&A) mid-cap deals are 
expected to increase in 
China following Beijing’s 

SHARING EXPERTISE 
ACCA is taking part in a new programme that will 
help transform accounting standards and develop 
professional institutes in Africa and Asia. The 
Investment Facility for Utilising Specialist Expertise 
(IFUSE), run by the UK government’s Department 
for International Development, will see staff from 
UK chartered accountancy institutes working in 
countries including Ethiopia, Zambia, India and 
Vietnam to improve their financial management and 
investment climates by sharing British expertise and 
international best practice. ‘By helping developing 
countries to manage their own resources better and 
attract investment, we can create the jobs and growth 
needed to lift people out of poverty,’ said International 
Development Secretary Justine Greening.

ACCA is part of  the first deployment, training 
the Ethiopian Ministry of  Education in accountancy 
practice. ‘ACCA is excited by the opportunity to work in 
partnership with the Ethiopian Ministry of  Education 
through the IFUSE initiative,’ said ACCA chief  executive 
Helen Brand. ‘We will not only be helping Ethiopian 

organisations to comply with global financial reporting 
and auditing standards, which we believe will encourage 
greater trade and investment opportunities, but will 
also be working with lecturers to ensure there are future 
generations of  qualified finance professionals.

decision to relax rules for 
the insurance industry. Joan 
Wong, transaction services 
partner, KPMG China, says 
that strong underlying 
fundamentals will continue 
to attract interest in the 
mainland, particularly as 
the developing regulatory 
environment opens up 
the market. ‘Many global 
insurers already have a 
wholly owned business, joint 
venture or direct minority 
investment in the country, 
so the relaxation of  M&A 
rules will now enable them 
to grow through acquisition 
via their local interests, 
particularly in the mid-cap 
segment,’ she said. 

NEW OPPORTUNITIES 
China will open 80 projects 
for private investment 
in industries dominated 
by state-owned firms, 
Bloomberg has reported, 
citing a statement posted 
on the central government’s 
website. The projects are 
said to be in industries 
including railways, ports, 
clean energy, oil and gas 
pipelines, coal-to-chemicals 

and petrochemicals, and 
information technology. 
According to the notice, 
they will be open for public 
tender and outside capital 
will be able to participate 
through joint ventures, sole 
ownership and franchising. 

IR ENCOURAGED
Singapore firms have 
been encouraged to adopt 
the integrated reporting 
framework, which was 
released in December 2013. 
In his keynote speech at 
a forum organised by the 
Singapore Accountancy 
Commission, Paul Druckman, 
CEO of  the International 
Integrated Reporting Council, 
provided evidence of  early 
adoption from different 
jurisdictions and sectors 
around the world. These 
businesses are benefiting 
from more cohesive and 
concise reporting, as well 
as integrated thinking 
which is driving internal 
behavioural change, the 
breakdown of  silos and 
greater efficiency in the 
reporting process, Druckman 
said. See page 19. »  

▲ ACCOUNTANCY FOR GROWTH 
The UK government’s IFUSE programme will help lift people 
in Asia and Africa out of poverty, says Justine Greening 
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shadow banking and more 
trust defaults will likely 
weigh on confidence for the 
rest of  the year.’

CALL FOR COOPERATION
Shifting relations between 
Asian countries and the 
changing global economy 
mean that Asia needs to 
strengthen its economic 
cooperation, said Iwan J 
Azis, head of  the Asian 
Development Bank’s Office 
of  Regional Economic 
Integration. ‘Regional trade 
and financial integration 
have ratcheted up over the 
past decade and closer 
cooperation is needed to 
counter geopolitical risks 
while surveillance and 
financial safety nets can 
address contagion,’ he said. 
Asia’s intraregional trade 
share has risen to about 
54% in recent years, with 
trade between subregions 
rising, particularly for 
Central Asia and the Pacific.  

PARTNERS FOR FUTURE
China became Singapore’s 
top trading partner last 
year, with bilateral trade 
exceeding US$91bn. Almost 
a quarter of  that came from 
trade between Singapore 
and Guangdong. Also in 
2013, Singapore became 
the mainland’s largest 
foreign investor, committing 
over US$7bn in some 700 
projects. Speaking at a trade 
conference in Singapore, 
Transport Minister Lui Tuck 
Yew said that Singapore can 
help Guangdong build world-
class, liveable cities. ‘The 
challenge here goes beyond 
just physical infrastructure,’ 
he said. ‘We need to build 
communities with social 
cohesion. Singapore has 
been through the same 
process, and indeed we are 
still going through that same 
process as we rejuvenate 
ageing urban districts, 
resettle residents, and 
balance economic growth 

while addressing social needs 
and environmental issues.’

QUALITY ‘DECLINING’
The asset quality of  China’s 
top 10 listed banks has 
clearly declined, says a PwC 
report forecasting that the 
non-performing loan (NPL) 
balance will rise in the near 
future, as the gap between 
the average delinquency 
ratio and average NPL ratio 
had widened. The NPL ratio 
grew at a significantly slower 
pace than the delinquency 
ratio, the report said, 
especially in the Yangtze 
River Delta, where the NPL 
balance surged 30.90% over 
the previous year. ‘In 2014, 
the banking sector will 
continue to face a complex 
financial environment. 
Banks should focus on the 
impacts of  interest rate 
liberalisation, internet 
finance, deposit insurance 
and the entrance of  
privately owned banks,’ said 
Raymond Yung, PwC China 
financial services leader. 

 
SPIRIT OF GIVING
Ahead of  its listing on the 
New York Stock Exchange 
this year, e-commerce 
giant Alibaba Group co-
founders Jack Ma and 
Joe Tsai have established 
personal charitable trusts, 
committing 2% of  Alibaba’s 
equity to causes including 
the environment, medicine, 
education and culture in 
China, Hong Kong and 
abroad. If, as expected, the 
Alibaba initial public offering 
is valued at US$150bn, that 
would mean around US$3bn 
for the trusts. The Wall Street 
Journal reported that the 
creation of  one of  Asia’s 
largest philanthropic trusts 
highlights ‘what many see 
as the dawn of  a new era of  
giving among China’s freshly 
minted billionaires’. ■

Compiled by Peta 
Tomlinson, journalist

60% expect profits to rise, 
down from 65% in 2013. 
Margin pressure was cited 
as a real issue this year, 
given the rising costs of  
doing business. ‘The tail 
risk seems to be China this 
year, where investors have 
turned more cautious,’ said 
Dr Chua Hak Bin, head of  
emerging Asia economics 
at Bank of  America Merrill 
Lynch. ‘Concerns over 

CFO PRESSURES
Asia Pacific’s leading CFOs 
are increasingly optimistic 
that revenues will rise in 
2014, but less so on the 
outlook for profits. In a 
survey of  regional CFOs 
commissioned by Bank 
of  America Merrill Lynch, 
76% of  respondents said 
they expect revenues in 
2014 to rise, up from 72% 
last year. However, just 

DIGITAL DIVIDE
Little progress has been made in bridging 
the digital divide between nations – and 
this is apparent in Asia, according to the 
World Economic Forum’s Global Information 
Technology Report 2014. While Singapore 
retains second place globally thanks to 
extensive online services provision and 
the government’s clear digital strategy, 
economies such as China continue to 
struggle to realise their full potential.TR

EN
D

S

5.97  Singapore (2)

5.60  Hong Kong (8)

5.54  Republic of  Korea (10)

5.47  Taiwan (14)

5.41  Japan (16)

5.40  Australia (18)

5.27  New Zealand (20)

4.83  Malaysia (30)

4.05  China (62)

3.89  Philippines (78)

3.84  Vietnam (84)

3.36  Cambodia (108)

2.35  Myanmar (146)

The report ranks 
148 economies 

and attributes 
values based on a 

number of indicators 
including regulatory 

environment, 
affordability and skills

Value  Country (rank)
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REALITY CHECK
In an exclusive interview, Tan Sri Ambrin Buang describes how his main concern as 
auditor general is ensuring accountability in those entrusted with taxpayers’ money

Tan Sri Ambrin Buang began 
his career in the Malaysian civil 

service in 1971 after graduating 
from the University of Malaya. 

He holds a Bachelor in economics 
(public administration) and a Master’s in 

International Business from the University 
of South Carolina in the US, which he 
obtained in 1981.

Ambrin was first posted to the Ministry of  
Trade and Industry, and has over the years 
worked in various government agencies and 
ministries, including the Malaysian Timber 
Industry Board, the National Institute of  
Public Administration, the Selangor state 
government, Kuala Lumpur International 
Airport and the Ministry of  Education. He 
also spent time with the foreign service, 
serving as the Minister for Economic Affairs, 
and subsequently deputy head of  mission, 
at the Malaysian High Commission in Tokyo 
from 1992 to 1995.

He retired from the civil service in 2005. 
In February 2006, Ambrin was appointed 
auditor general of  Malaysia. 

‘The public wants to know how it is that public money is 
not spent wisely or prudently, since laws are there to ensure 
accountability,’ says Ambrin. ‘Revelations also appear to 
be the same, year in, year out. Our auditees and samples 
change from year to year, but the outcome of  the audit – for 
example, the wastages – are the same.’ He adds that the 
government’s apparent defensive stance in explaining the 
recurrence of  wastages of  public funds compounds matters. 

‘Take action’
Ambrin does not mince his words when he says that 
it is the job of  controllers within the ministries and 
government agencies act. ‘You have to rectify the situation 
by taking corrective measures,’ he says. ‘In cases where 
there is gross negligence that leads to losses it’s not 
sufficient to merely give a verbal warning. It is incumbent on 
the controllers to take action.’ »

M
alaysia’s auditor general, Tan Sri Ambrin Buang, 
is probably one of the more celebrated figures 
in Malaysia’s civil service. The annual Auditor 
General Report has become, after all, one of the 

most anticipated government publications. The increasing 
public interest, has not, Ambrin says, changed the way the 
National Audit Department operates but it has certainly 
impressed on him and his team the importance and 
seriousness of the task at hand. 

He has rather a tough and challenging job that requires 
a high degree of  professionalism, independence and 
transparency. The 65-year-old leads a 2,000-strong team 
responsible for auditing all public sector accounts and 
finances, encompassing the federal and state governments, 
state and federal statutory bodies, local authorities and even 
government-linked companies. 

Ambrin’s main concern is ensuring accountability in the 
people who have been entrusted with taxpayers’ money. ‘We 
have a very heavy responsibility to help the public service 
improve themselves, especially in terms of  managing public 
money,’ he explains. ‘We see our role as helping the public 
service raise their level of  delivery and efficiency.

‘When we do value-for-money auditing on government 
activities and projects there is the principle of  the 
three Es – economy, efficiency and effectiveness. These 
are the cornerstones of  auditing, so by revealing the 
weaknesses that compromise these, we are helping 
the auditees to improve and add value to public sector 
competitiveness,’ he says. 

Ambrin, who was appointed auditor general in 2006 
following his retirement from the civil service in 2005, 
describes the nature of  audit as ‘doing a reality check’. And 
it is the results of  undertaking this reality check that have 
caught the public’s interest. 

In the 2010 Auditor General Report, for instance, one of  
the revelations that vexed taxpayers was the Marine Parks 
Department’s purchase of  binoculars that were some 
2,800% higher than the market price and LCD TVs and DVD 
players that were 638% higher than the market price. More 
recently, the 2012 report, which was tabled in Parliament 
last October, not only highlighted delays and cost overruns 
of  government projects but also gaps in asset management 
and budget monitoring. It was revealed, for example, 
that Royal Malaysian Police assets worth RM1.33m were 
reported missing between 2010 and 2012. 

CV
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process. From now on, the Auditor 
General Report will be tabled at each 
sitting of  Parliament or three times a 
year. This, Ambrin explains, is in line 
with the Government Transformation 
Programme 2.0 in fighting corruption 
under the National Key Result Areas. 

Secondly, Ambrin chairs the action committee which 
looks at what type of  action needs to be taken: corrective 
or punitive. ‘We discuss this together with the enforcement 
authorities such as the MACC, attorney general’s office, 
Treasury, police and the Public Services Department,’ he 
explains. ‘We sit together, look at cases and call up those in 
charge to glean what actions are being taken.’

The third approach is the use of  a ‘dashboard’ system, 
which enables members of  the public to monitor what 
actions are being taken. ‘We use the traffic-light system; 
if  the issue has been resolved, it’s green, if  the issue is 
under action then it’s yellow and if  action has not been 
taken it’s red,’ he explains, adding that this will induce the 
department heads to take swift action.

The fourth approach is what is termed the ‘Putrajaya 
Inquisition’. ‘This will involve longstanding cases,’ Ambrin 
says, adding that the department is in the process of  
identifying relevant cases. 

That action can, explains Ambrin, take a number of  
forms, from delaying promotion to involving the Malaysian 
Anti-Corruption Commission (MACC) and, potentially, the 
courts. This is, says Ambrin, what the public wants. ‘If  the 
government doesn’t take action, it’s difficult to assure the 
public that it is serious and means business,’ he says. 

He recognises that, in the public sector, officers often do 
not stay in a ministry or department for long, and this may 
explain partly why wastage and cost overruns occur. 

‘Ministers come and go, controlling officers come 
and then retire. But we as an institution are there to 
remind the public sector that unless you learn from 
the lessons that are in the report, you’ll be repeating 
the same mistakes; and, this time, maybe you’ll face 
harsher punishment,’ he says. 

According to Ambrin, the National Audit Department is 
taking four approaches to step up action. The first relates 
to a more continuous approach in the audit reporting 

▌▌▌’WE ARE THERE TO REMIND THE PUBLIC 
SECTOR THAT UNLESS YOU LEARN FROM THE 
REPORT, YOU’LL REPEAT THE SAME MISTAKES’
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*�‘There is no substitute for 
being an expert. You must have 
mastery in terms of knowledge 
and skills.’ 

*�‘You need to keep abreast and have 
mastery of the changes in accounting 
standards; seek help from professional 
bodies like ACCA or the Malaysian 
Institute of Accountants to access 
and improve knowledge. Read a lot; 
there is a lot of current and technical 
information to be obtained from 
accounting magazines, for example.’ 

*�‘In today’s world you need a mastery 
of IT. Soft skills are also important, 
especially when you are engaging with 
stakeholders; these will give you the 
cutting edge over your colleagues.’

‘Continuous process of  engagement’
Although there is heightened public interest in the Auditor 
General Report, Ambrin believes that this has not changed 
the way that the department operates. ‘We keep reminding 
ourselves that we have to do the job seriously because it’s 
a serious task, and the public is watching us. We must 
ensure that the report is of  a high quality, that all opinions 
are based on facts and nothing else. We have to be very 
meticulous in our auditing, and we do that by ensuring 
that there is a continuous process of  engagement with our 
auditees and stakeholders,’ he says.

Ensuring audit quality, he adds, does not just mean 
adherence to standards. ‘I make sure myself  and my 
deputies are heavily involved in checking the work of  our 
auditors,’ Ambrin explains. ‘We meet auditing teams, select 
a topic and we discuss the issues as a group. The auditing 
process is not a one- or two-day affair.’

In addition, capacity building is key, he adds, and this 
involves not just increasing the number of  staff  but also 
ensuring that the team are continuously trained and keep 
abreast of  challenges – for example, the implementation of  
accrual accounting and the Goods and Services Tax.

‘There is an urgent need to retrain auditors to meet these 
challenges and changes,’ says Ambrin. ‘Only through this 
can we raise the bar and be in line with world standards.’

In this vein, Ambrin believes that professional bodies 
such as ACCA have a role to play. ‘We have a number of  
ACCA-qualified auditors and we want to increase their 
number,’ he says, adding that incentive schemes encourage 
staff  to gain professional qualifications.

Ambrin has enjoyed a varied career. He joined the 
Ministry of  Trade and Industry in 1971 where his posts 

included assistant director to the International Trade 
Division, private secretary to the Minister, deputy director 
of  the Industrial Division and deputy director of  the Small 
Scale Industries Division. 

Subsequent posts included deputy director-
general of  the Malaysian Timber Industry Board, head 
of  the Economic Administration and Public Policy 
Centre, deputy director (management) at the National 
Institute of  Public Administration, state secretary to 
the Selangor State Government and secretary general to 
the Ministry of  Education. 

To illustrate his long service in the public sector, Ambrin 
notes that he has the unusual distinction of  serving both 
the late former Prime Minister Tun Hussein Onn (at the 
Ministry of  Trade and Industry) and then his son, Datuk Seri 
Hishammudin Tun Hussein (at the Ministry of  Education). ‘I 
thought that was quite unique that I served both father and 
son,’ he says.

Although Ambrin says that every one of  his assignments 
have been rewarding, his current role is proving to be one of  
the most challenging and meaningful. ‘This to me is national 
service – to be able to help my country improve the efficiency 
of  public service is my way of  giving back to the government.’ 
And that, he says, offers him immense satisfaction. 

His current contract runs until February 2015. After that, 
he says, it will be time for him to really retire. ‘My family 
misses me, and I already have two grandchildren, so it will 
be time to relax,’ he says. Given the decades he has put into 
public service, and the high-profile nature of  his present 
role, it will be a retirement well deserved. ■

Sreerema Banoo, journalist

The National Audit Department’s mission 
is to carry out audit in a professional 
and independent manner and to produce 
balanced reports to the Parliament and 
state legislatures towards enhancing good 
governance in the public sector.

The department is external auditor of  
25 ministries, 120 statutory bodies and 
110 departments and agencies, conducting 
attestation audits on financial statements, 
compliance audits on financial management 
and performance audits on government 
programmes, projects and activities. It 
also covers the accounts of  the Federal 
Government, 13 states and federal and state 
statutory bodies such as the Employees 
Provident Fund, Bank Negara Malaysia, 
Felda, Bank Simpanan Nasional, Lembaga 
Tabung Angkatan Tentera and Bank 
Kerjasama Rakyat.
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UNDER THE  
MICROSCOPE

A recently published 
report into audit practice 
in Malaysia highlights 
some points of concern 
that practitioners need 
to address

MIA president Johan Idris, who also chairs the review 
committee, is concerned. ‘They need to look at themselves,’ 
he says. ‘They need to consolidate. Things are getting 
tougher; the audit requirements are getting tougher.’

Dr Chua Hock Hoo, managing partner at fast-growing 
local firm Cheng & Ho, believes that most of  the firms 
who received a poor review are older ones which have 
been in practice for the last 20 to 30 years. ‘Many of  the 
partners may already be hitting retirement age,’ he says. 
‘Merger is the answer.’

As expected, some auditors are unhappy with the report’s 
findings. One bone of  contention is its public nature, igniting 
an earlier debate on the institute’s dual role as a regulator 
and a members’ body. 

T
he Malaysian audit fraternity are under  
pressure following the publication of the Malaysian 
Institute of Accountants’ (MIA) Practice Review 
Report 2009-2013, which found at least four in 10 

firms to be wanting.
The report exposed Malaysian audit practitioners’ failure 

to properly document procedures and maintain paperwork. 
The 639 firms reviewed for the first time as at mid-2013 
represent 47% of  the 1,363 audit firms registered with 
MIA. Of  those reviewed, just 8% were rated ‘satisfactory’, 
48% were rated ‘assurance to be provided’ and 44% 
required a follow-up review. 

So when it comes to complying with regulatory 
requirements, have auditors fallen too far behind the curve? 
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‘The report could be a fair and true reflection of  the 
smaller players, but I would not publish it,’ says one auditor 
who declined to be named. ‘Rather, assist them by training.’ 

Review process
Through the review of  ‘current engagement files’, 
the report is intended to identify areas where 
practising members may require improvement in order 
to comply with professional standards, according to 
information on MIA’s 
website. The Practice 
Review Committee (PRC) 
works together with 
member firms to determine 
whether professional 
standards have been 
maintained, observed and 
applied, it adds. 

‘In promoting quality 
assurance and raising 
standards, the PRC 
emphasises awareness 
and provides guidance 
on application and 
compliance issues as well 
as recommendations for the 
cultivation of  best auditing 
practices. The PRC in broad 
terms aims to fulfil the 
expectations of  the business 
community, the public and the government by diligently 
building confidence and elevating trust in the accountancy 
profession in Malaysia,’ it says.

The review process seems fine, according to a number of  
auditors who spoke to Accounting and Business but declined 
to be named. ‘The reviewers give you advance notice before 
and they discuss with you point by point their findings,’ says 
one auditor. ‘You get an opportunity to view their findings 
and give your feedback.’

The MIA team undertaking the review presents their 
findings to the PRC members at their regular meetings 
throughout the year. When presented, each file appears 
with a number, with no mention of  the firm’s name. This 
is to protect its identity, and to ensure that the committee 
members give their feedback without any bias. ‘The process 
is transparent and fair,’ said one committee member, who 
also declined to be named. 

Common findings
Auditors who diligently take steps to comply with 
international auditing standards in their work will find 
that they are suitably cocooned in a safe environment, 
according to the report’s general observation on what 
it calls the ‘common findings’ of  the review. ‘They 
will find that these auditing standards when applied 
in unison will act as firewalls against risk that may 
arise through the perpetration of  fraud, negligence, 

incompetence, ignorance and 
inadequacy,’ it says.

On the flip side, the 
report notes that, when 
audit procedures are not 
performed in accordance 
with approved auditing 
standards, the risk of  
exposure to mis-statements 
in financial statements 
will increase.

The report notes 
that some practitioners 
do not take seriously 
documentation of  working 
papers. It found that 
‘inadequate attention’ 
was given to ‘writing 
down audit procedures 
performed, the findings 

made by the auditors with 
respect to the sufficiency and appropriateness of  the 
audit evidence gathered, and the conclusions reached 
by the auditor.

‘The audit deficiencies that were identified in the 
common findings had invariably led to a compromise of  
the audit quality of  the firm and in turn had contributed 
to an unsatisfactory rating for the audit firm at the end of  
practice review,’ it adds.

On auditors’ engagement performance, the report 
states: ‘Customised audit programme 
is not used in the execution of  audit 
engagements.’ It recommends that 
such programmes be used ‘to assist 
in ensuring the completeness of  basic 
audit procedures for each significant 
caption of  financial statements and to 
guide audit team on audit procedures 

to be performed’.
On appointment of  auditors, the report highlights the 

non-observance by some of  the need for a professional 
clearance letter from the outgoing auditors prior to the 
acceptance of  the appointment. 

On audit documentation and audit evidence, the report 
found ‘no evidence’ of  practitioners following procedures in 
16 instances of  their audit work. On bank balances, it »  

A To ensure that all members in public practice 
maintain, observe and apply the relevant 
professional standards, so as to assure that those 
members in public practice, their firms and their 
employees are competent, ethical, and exercise due 
professional care in their professional work

B To assist members in public practice to improve 
their professional standards where necessary

C To identify areas where members in public practice 
may require assistance in maintaining and 
observing professional standards.

Source: Malaysian Institute of Accountants (MIA)

PRACTICE REVIEW OBJECTIVES

▌▌▌THERE WERE 35 COMMON FINDINGS 
OF OMISSION, INCLUDING CONCERNS WITH 
RECLASSIFICATION OF COMPARATIVE FIGURES
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notes no follow-up action to obtain confirmations from banks 
– in particular, those that provide secured credit facilities. 

In addition, there were 35 common findings of  omissions 
of  required disclosure in the financial statements. Among 
them are concerns with reclassification of  comparative 
figures, without disclosure of  its nature and amount of  the 
reclassifications made.

So, how does one make sense of  these findings? Johan 
looks at the process as a ‘journey’ in the industry’s quest for 
higher delivery standards. 

‘It’s difficult, especially for sole practitioners, more so when 
they are older,’ he says. ‘Audit has evolved. It’s difficult to do 
the job, handle marketing, collect debt, all in unison.’ 

What surprised Johan most, though, was the knowledge 
gap as some practitioners had not updated themselves with 
the new audit standards. 

Going forward
Another major challenge coming the way of  smaller firms 
is if  the country chooses to exempt smaller companies 
from the audit requirement. In Australia, for example, small 
companies are already exempted from audit requirements, 
unless compelled by the Australian Securities and Investments 
Commission. This, at the moment, is the bread and butter of  
the auditors at SMPs in Malaysia. Take it away and you deprive 
the one-man-show auditors of  a big chunk of  their income.

‘If  that happens, there may not be much future for small 
firms. They should bite the bullet and seek compliance,’ 
says Chua.

One way out is for smaller firms to look beyond audit work 
for small companies. As an immediate step, they are urged to 
look for potential jobs coming with the advent of  the Goods 
and Services Tax (GST) which will be implemented from April 
2015. ‘They can undergo the 10-day course by Customs and 
provide GST consultations to smaller companies,’ suggests 
Chua. ‘Now is a crucial period; they shouldn’t miss the boat 
on this, or they’ll regret it.’

But in the long run, the firms will need to beef  up their 
internal strength and external capabilities. For the 280-odd 
firms that received the lowest rating in the practice review 
report, MIA will require them to undergo another review 
exercise in a year’s time. 

The firms will be made to submit their reports within 
certain intervals. If  they still do not pull through the 
exercise, the committee will consider further investigations 
and possible disciplinary actions. At the extreme end, Johan 
says there is a possibility of  their licences being affected. ■

CM Cheong, journalist 

FOR MORE INFORMATION:

The Malaysian Institute of  Accountants’ report, 
Practice Review Report 2009-2013, is available at 

http://tinyurl.com/review-mia 
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A slow process
While integrated reporting is building up a following across the globe, companies in 
Singapore may need longer to become comfortable with the new approach

The budding sustainability 
reporting movement in 
Singapore was given a fillip 
in August 2010 when the 
Singapore Exchange 
(SGX) first encouraged 
listed companies to issue 
such reports.

At that time, it 
issued a consultation 
paper, asking industry 
participants to comment 
on a proposed policy 
statement and guide to 
sustainability reporting 
for listed companies. 
The SGX followed up in 
June 2011 by officially 
introducing a guide 
to help companies 
produce their first 
sustainability reports.

With the 
encouragement of  
professional bodies such as 
ACCA, sustainability reporting 
has certainly picked up over 
the years. It is now routine to see 
listed companies from property 
developers to commodities companies 
publishing such documents; those 
on board in Singapore include real-
estate company City Developments 
and industrial conglomerate 
Sembcorp Industries.

But even before the sustainability 
reporting wave had fully taken off  
in Singapore, this was overtaken by 
the global move towards integrated 
reporting, following the launch 
of  the International Integrated 
Reporting Council’s (IIRC) framework 
last December.

Integrated reporting goes one 
step further than sustainable 
reports, asking companies to 
present in a comprehensive way 
information regarding their business 
model, strategy, governance, 
sustainable practices, and how 
they get their suppliers to act in a 
responsible way. The best integrated 
reports embed the company’s 

rather than generating a new report per 
se, and so should not take too much 

extra effort to produce.
The trend is certainly taking 

off  overseas. Some 38% of  
finance chiefs in the UK and Ireland 
are already taking active steps 
towards integrated reporting and 
would be able to use it within three 
years, said a study conducted 
by ACCA, which added that 
5% have already published an 
integrated report.

Still, optimists would do 
well to temper their expectations. 
A look at the take up of  
sustainability reporting shows 
that Singapore companies 
move at a relatively slow pace 
when it comes to developments 
in corporate reporting or 

governance, often choosing a 
wait-and-see approach. While 

many blue chips have published 
sustainability reports, most small 
and mid-sized companies have 
just stuck to the basic  
annual report. 

For one thing, ‘socially responsible’ 
investing is still a niche in the 
region, and in Singapore. The US 
and Europe boast many big-name 
‘green’ funds, but only a handful 
exist in South-East Asia. So there is 
considerably less pressure to generate 
sustainability reports.

On the part of  companies, many 
smaller firms are already struggling 
with the requirements of  quarterly 
financial reporting and generating 
the annual report every year. Finance 
departments around the country find 
it difficult to produce the sustainability 
report as well. 

These same factors will also impede 
the growth of  the integrated reporting 
movement. DBS might be an early bird 
in integrated reporting, but it will take 
many years before the ranks grow to a 
sizeable number. ■ 

The writer covers financial issues 
in Singapore

financial and sustainable information 
together, to give investors a 
holistic view. An early adopter has 
been DBS Group Holdings, Singapore’s 
largest bank.

While the SGX publicly backed 
the adoption of  sustainable reports, 
integrated reports have been 
embraced by Singapore Accountancy 
Commission (SAC). At an SAC forum 
on integrated reporting, held in April, 
IIRC CEO Paul Druckman noted 
that ‘integrated reporting will bring 
practical benefits to businesses, as 
well as increasing their attractiveness 
to international capital and a long-
term investor base’. He added 
that integrated reporting ‘will do 
so much to enhance Singapore’s 
reputation as a global financial and 
business centre’. 

Proponents argue that integrated 
reporting’s focus is more on the 
method of  presenting information, 
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Let’s beat corruption together
With a raft of surveys showing an alarming lack of interest in the prevalence of fraud, 
bribery and corruption in Malaysia, it’s up to all of us to take action, says Errol Oh

One day, somebody will produce a 
dissertation on how animated TV 
series The Simpsons has altered the 
course of world history. Meanwhile, 
here is a small taste of its profound 
wit and wisdom.

When asked a question peppered 
with figures during a news interview, 
Homer Simpson responds with his 
trademark blend of  blithe idiocy and 
hollow assuredness: ‘Aw, you can come 
up with statistics to prove anything, 
Kent; 40% of  all people know that.’

Whether you are part of  that 40% or 
not, it is hard to ignore some patterns 
in the findings of  three recent surveys 
by Big Four accountancy firms on fraud, 
bribery and corruption in Malaysia.

The first thing that should grab 
anybody’s attention is the perception 
that there is a strong tendency towards 
fraud and unethical behaviour in the 
country. For example, 39% of  the 
Malaysian respondents in EY’s Asia-
Pacific Fraud Survey 2013 say that 
bribery or corrupt practices happen 
widely in Malaysia. This is nearly 
double the region’s average of  
21%. More than half  think that 
management is likely to take 
shortcuts to meet targets when 
the economy is down – again, 
double the Asia-Pacific average.

According to the KPMG 
Fraud, Bribery and Corruption 
Survey report released 
in January, 90% of  
respondents agreed 
that bribery and 
corruption are 
major concerns for 
Malaysian business 
generally, while 83% 
have the same opinion 
about fraud.

What is troubling 
is the apparent level 
of  acceptance, with 
71% of  respondents 
believing that bribery 
and corruption remain an 
inevitable cost of  doing 
business, while 64% 

This conclusion is based on survey 
results that reflect a corporate version 
of  blissful ignorance. Nearly a third 
of  respondents say they did not know 
if  their organisations had been asked 
to pay a bribe in the last 24 months, 
and 42% also cannot answer yes or 
no as to whether they have lost an 
opportunity to a competitor which they 
believe paid a bribe.

‘This is too high,’ says PwC. 
‘In any organisation, management 
should be aware of  the risks that it 
faces from the threats coming from 
bribery and corruption.’

This observation is supported by the 
finding that almost half  of  respondents 
say they either have not undertaken a 
fraud risk assessment in the last 24 
months or did not know if  they have.

Yet, we constantly hear of  
increasing emphasis on identifying and 
mitigating risks. The Deloitte Southeast 

Asia CFO Survey 2013, for 
instance, found that 72% 
of  the CFOs polled are 
more involved in risk 
management than a 
year ago.

The EY survey 
points out that in the 
fight against fraud and 
corruption, there is a 
disconnect between 
policies and practice.

Risk management 
begins with risk 

assessment; you cannot 
manage what you do not 

know. And that is merely the first 
step. To minimise vulnerability 
to economic crime, a company 
needs to install sturdy controls 
and develop an ethical culture.  

It is easy to whine and moan 
about fraud and corruption, but it 
takes a lot more to really do something 

about these ills. We do 
not need surveys to 
tell us this. ■

Errol Oh is executive editor 
of The Star

reckon that business cannot be done in 
Malaysia without paying bribes.

When PwC published the Malaysian 
cut of  its 2014 Global Economic Crime 
Survey in April, the firm did not even 
try to jolt us with numbers showing the 
prevalence of  economic crime, which is 
defined as the intentional use of  deceit 
to deprive another of  money, property 
or a legal right.

PwC Malaysia executive chairman 
Dato’ Mohammad Faiz Azmi argues 
that the fact to highlight is not so much 
that economic crime continues to be 
an issue for organisations of  all sizes 
and all sectors. ‘The real story is that 
a number of  organisations in Malaysia 
are not taking preventive measures to 
combat the threat,’ he says.
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Inspire and drive
Psychometrics – the measurement of psychological attributes and organisational 
characteristics – can help to promote good leadership qualities, says Cesar Bacani

What on earth is a psychometrician? 
That was my first thought when I was 
offered a chance to interview Joseph 
Folkman, co-author of the bestselling 
books The Extraordinary Leader and 
The Inspiring Leader, and co-founder 
and president of US human resources 
firm Zenger Folkman.

It turns out that a psychometrician, 
as Folkman describes himself, is ‘a 
person who practises the science of  
measurement to statistically derive an 
individual’s psychological attributes or 
organisational characteristics, including 
the knowledge, skills, competencies 
and attributes individuals and 
organisations need to excel’.

I find that my CFO readers and 
others in finance are increasingly 
interested in leadership, 
communications and other ‘soft’ 
skills, as their remit expands from 
numbers and figures to strategy, 
analytics and business partnering. So 
it seemed that Folkman was someone I 
should speak to.

He did not disappoint. In the 
course of  Zenger Folkman’s HR 
engagements with some of  the world’s 
biggest companies, which include 
Boeing, General Mills and Marriott, 
the company accumulated data from 
exercises such as manager ratings by 
bosses, peers and direct reports.

In one study, 35,000 managers 
whose performance as leaders were 
rated by some 700,000 people in 
their organisation were ranked 
according to metrics such as 
their business unit’s financial 
performance and customer 
satisfaction ratings.

The attributes of  the 
managers, as described 
by their raters, were then 
categorised into two broad 
groups: attributes that 
inspire and motivate (for 
example, being emotionally 
available) and those that 
drive results (for example, 
making sure that targets 
are met).

‘Most people are naturally pretty 
good at driving,’ observes Folkman. 
‘The pulling part [inspiring and 
motivating] is the hardest.’ So how do 
you do that?

After analysing data sets involving 
183,463 raters of  14,466 managers, 
Zenger Folkman has identified the 
top 10 ‘companion behaviours’ – out 
of  nearly 100 attributes – that are 
strongly associated with the ability to 
inspire and motivate.

They are: acting as a role model, 
making emotional connections, 
establishing stretch goals, having 
a clear vision, communicating 
powerfully, developing others, being 
a good team player, fostering 
innovation, taking the initiative, and 
championing change.

The inspiring leader does 
not need to be strong in 

all 10 behaviours. 
‘Focus on two or 
three,’ Folkman 
counsels, for 
which ‘you 

have some 
passion or energy 

or excitement’. The analysis 
shows that a manager who 

exhibits profound strength in two 
attributes has a 72% chance of  

being rated an effective leader, as 
opposed to 64% for one attribute 

and 34% for none.  
But make sure you are not 

exceptionally bad in even one of  
them, Folkman warns. ‘I don’t think 
you have to be spectacular at 
communicating, for example, but 
you can’t be terrible at it,’ he says. 
‘If  one behaviour is a fatal flaw for 
you, it can crater the whole thing.’ 
And don’t forget to push as well as 

inspire and motivate. Zenger Folkman’s 
research, it seems, validates the 

old adage about the judicious 
use of  both the carrot and 
the stick. ■

Cesar Bacani is editor-in-chief 
of CFO Innovation

If  a manager is focused on 
inspiration but not on driving for 
results, says Folkman, the probability 
that he or she would be in the top 
10th percentile among all the 35,000 
managers is just 10%. If  the priorities 
are reversed – more driving, less 
inspiring – the probability is even lower 
at only 5%.

But if  a manager is described by 
the raters as having both inspiring 
and driving attributes, the probability 
that he or she would be in the 
10th percentile jumps to 85%. The 
conclusion: If  you want to 
become a truly effective 
leader, you should both 
push and inspire.
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Call of a common destiny
Membership of a trade bloc brings benefits but also responsibilities, and accountants 
can help with both sides of the balance sheet, writes ACCA president Martin Turner

One of ACCA’s great strengths is its ability to give a truly 
international perspective on pressing issues.

This was very much in evidence in the recent ACCA 
President’s Debate, which took place in Athens, Greece. 
Supported by our friends at the Institute of  Certified 
Public Accountants of  Greece (SOEL), the debate 
brought together distinguished experts to explore 
the issues facing Greece as it takes over the 
presidency of  the Council of  the European Union.  
Its conclusions should be of  interest across the 
world as more countries join international trade 
communities or single markets.   

Our discussions centred around the view that 
the European project should strive to evolve into 
a community of  shared values with a ‘common 
destiny’ for all its citizens and with social, 
economic and fiscal policy having a big part to 
play in this process. Our debate also looked at 
what needs to be done to assist the economy 
and achieve growth for all members of  the EU.

My contribution to the debate was that it was 
not just the content of  state budgets that need to 
change, but the way in which those budgets work 
in the first place. This means that national budgets 
need to be better co-ordinated at the European level, 
exhibiting a coherent flexible strategy underpinned 
by teamwork.

I also said that ACCA believes that Europe needs to 
continue to build relationships across boundaries and 
continents. This would not just be beneficial to Europe’s 
economic growth, but also help to make it a more rounded and 
adaptable continent in an ever changing world.

The bottom line is that being a member of  a body such as 
the European Union can bring great benefits, but it also requires 
a shared sense of  responsibility and commitment to each 
other. This does not mean that national interests should 
be entirely ignored, but placed in the context of  the 
interests of  the wider community.

It is ACCA’s view that improvements and 
progress can be made for all countries 
only by working together, and with the 
support of  strong fiscal, social and 
economic policies.

ACCA members, who are 
ideally qualified to work across 
national boundaries, therefore 
have a critical role to play in 
delivering opportunities for 
all in a new-look economy. ■

Martin Turner FCCA is a 
management consultant 
in the UK health sector
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My role is to see and 
interpret the big picture 
and look at it from the 
perspective of different 
stakeholders, not just 
with an accountant’s 
hat on. My job includes 
reporting and compliance 
elements – but I also look 
to the future, identifying 
where vital adjustments or 
improvements might be 
made, recommending courses of  action 
or making a case for implementing 
vital changes. I work in a fairly large 
finance department for a distributor 
and manufacturer of  food, beverages 
and paper products, but I also support 
and work closely with non-finance 
colleagues; that sense of  making a 
wider contribution is one of  the most 
rewarding aspects of  my work.

These are challenging times for our 
sector. Many of  our products are 
number one brands – but no-one can 
escape the impact of  rising inflation, 
devaluation of  the Jamaican dollar, 
complex tax laws and cumbersome 
red tape. And as manufacturing and 
distribution consume vast amounts 
of  electricity and fuel, we also have to 
contend with soaring energy prices. 
These factors add up to a high and 
volatile cost base. 

Our pricing strategy relies on a 
degree of anticipation. Input costs 
may change frequently, but we can’t 
subject consumers to those rises, 
especially at a time when wages are 
falling. With most of  the public looking 
to save money, we’ve had to examine 
our product mix accordingly, focusing 
on those where we can keep costs to 
a minimum without compromising on 
quality. Analysing and safeguarding 
the profitability of  each product line 

‘ I CAN BE THE CLASSIC WORKAHOLIC, SO 
I MAKE A POINT OF ENJOYING “ME TIME”’ 
JACINTH BENNETT FCCA, GROUP FINANCIAL 
CONTROLLER, WISYNCO, JAMAICA 

– and keeping those items 
under review – is an ongoing 
challenge for pricing to 
avoid continual changes.

Developing export 
markets is increasingly 
a priority. We already sell 
to customers elsewhere 
in the Caribbean. By 
further expanding 
and diversifying our 

business, we hope to gain better 
access to foreign exchange markets, 
leaving us well positioned to trade 
in more advantageous currencies, 
especially while the domestic 
economy remains volatile.

Talented finance professionals think 
beyond the balance sheet. Finding 
people with that right blend of  
technical skills and hands-on functional 
knowledge, and who demonstrate self-
motivation and management potential, 
isn’t easy for any employer. Qualified 
accountants looking to improve 
their chances in the job market have 
to take responsibility for their own 
career, and provide the evidence on 
their CV or at interview. I’m always 
impressed by people who proactively 
expose themselves to workplace 
scenarios or undergo practical training 
to help them develop the finance 
skills, commercial awareness and 
business instincts most sought after by 
ambitious organisations.

I can be the classic workaholic, so I 
make a point of enjoying ‘me time’ 
every now and then. Unwinding with 
friends and family, going dancing and 
simply having quiet weekends away 
all help to re-energise and restore 
perspective. I’ve learned that when my 
body insists on rest or solitude, it’s 
best to listen and do as I’m told! ■

SNAPSHOT:
PHARMA
Increased scrutiny of 
operational and research 
practices together with 
difficult questions over 
the safety of marketed 
drugs, which have led 
many consumers to think 
manufacturers put profit 
before well-being, have 
created uncertainty in what 
has historically been a stable 
and highly profitable sector. 

However, Deloitte’s 2014 
Global life sciences outlook 
predicts a favourable future 
for life sciences in the Asia 
region as economic and 
demographic trends continue 
to boost demand. The region’s 
healthcare spend is expected 
to keep growing at an average 
of  7.6% until 2017. 

Malaysia is just one of  the 
countries with a fast-growing 
demand for drugs. According 
to Ames Gross of  Pacific 
Bridge Medical, ‘Malaysia’s 
pharmaceutical market is 
currently worth $3bn, more 
than three times the size of  the 
market in Singapore.’ 

Major Malaysian 
pharmaceutical companies 
include Pharmaniaga 
Manufacturing, Hovid and CCM 
Duopharma Biotech.

us$1.6 trillion
According to PwC’s recent 
report From vision to decision: 
Pharma 2020, the global 
pharmaceutical market could 
be worth nearly $1.6 trillion 
by 2020.

The view from
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Cloud control
With cloud technology being increasingly viewed as the future for managing  
IT in the financial services industry, security concerns continue to loom large

Data stored on central servers is 
more secure and is centralised 
for all to access. Organisations 
also do not need to worry 
about software upgrade cycles 
and users can access all their 
applications via the browser. 
Financially speaking, companies 
are able to move their IT spending 
from a capital to an operational 
expenditure model because they 
are consuming IT as a service and 
not buying hardware as assets. 
This means that IT budgets 
could become much more 
efficiently utilised. 

But despite the obvious 
advantages, the financial services 
industry (FSI) is still struggling to 

For some years, cloud technology 
has been touted as the way 
forward for businesses to 
manage their information 
technology (IT) infrastructure. 
Underpinning the increasing 
popularity is the technology’s 
ability to meet IT workloads and 
applications deployment without 
having to commit to the high cost 
of maintaining systems.

The benefits of  the public 
cloud are clear for businesses. 
By having applications installed 
in data centres instead of  being 
‘on premises’, companies no 
longer have to individually install 
software locally on personal 
computers, laptops or tablets. 

come to terms with the concept, 
especially where it involves a 
third-party service providers’ 
common data centre shared by 
many clients.

According to Teh Lip Guan, 
PwC Consulting Services 
executive director, security is 
still the main concern for public 
clouds and this is a major factor 
in causing banking regulators 
to be hesitant in pushing the 
approach in Malaysia.

‘The central bank – in 
this case Bank Negara – is 
naturally more conservative and 
protective in its strategy and 
execution, as compared to 
those in Australia and European 
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countries, due to the economic 
and financial climate in the 
region,’ he says, adding that with 
market economics and increased 
competition in the region, Bank 
Negara is being pushed to provide 
guidelines on the use of  cloud 
computing. Elsewhere in the 
region, Teh notes that Singapore 
was the first regulator to issue 
guidelines on the use of  cloud 
computing in South-East Asia, 
followed by the Philippines.

Quality and integrity
Steve Hodgkinson, research 
director for Ovum Asia 
Pacific, says that the main 
requirements for any public 
cloud service provider is that 
they must be able to assure the 
quality and integrity of  their 
information system environment 
so that they will be able to meet 
regulatory requirements. It must 
be able to provide its services 
on a contractual basis, with 
service-level agreements (SLAs) 
clearly defined so that customers 
can have the confidence that 
operational requirements for 
availability, reliability and security 
can be safely met. 

‘These contracts must be able 
to be executed in the jurisdiction 
that the service provider is based 
in – that is to say, under local 
laws,’ Hodgkinson says. ‘This 
creates a strong preference for 
contracting with a locally based 
service provider and for keeping 
data in the country of  its origin.’

Dan McConaghy, Asia Pacific 
president at FICO, an analytics 
software company, says that there 
is currently no one-size-fits-all 
set of  central bank guidelines for 
public cloud computing services. 
‘The guidelines are as varied 
as the countries themselves, as 
many economies have banking 
systems that are still going 
through a period of  automation 
and modernisation,’ he says.

But what is clear, according 
to McConaghy, is that managing 
data privacy and sovereignty 

is a key imperative and focus 
for all the players – banks, 
regulators, technology solution 
and IT infrastructure providers – 
within the ecosystem.

‘There are some very stringent 
regulations about the locality 
and ownership of  data, including 
standards and best practices for 
the type of  data moving through 
the cloud, how it’s encrypted, how 
it’s stored and transferred, and 
they are evolving and constantly 
improving,’ says McConaghy.

While the FSI is at best 
cautiously optimistic about 
the potential of  public cloud 
computing, some forward-
looking banks in the region have 

begun to migrate parts of  their 
IT workloads onto the public 
cloud. Examples include the 
Commonwealth Bank of  Australia, 
National Australia Bank and 
Suncorp Group, all of  which are 
using Amazon Web Services – 
one of  the largest public cloud 
providers in the world. 

‘Hybrid’ adoption
PwC believes that while core and 
critical banking applications are 
unlikely to move toward public 
cloud deployment any time soon, 
there are ‘hybrid’ cloud adopters 
for selected services, namely 
the non-core and secondary 
banking activities such as human 
resources (HR) application, 
software development, 
procurement and customer 
relationship management.

In Malaysia, one bank that 
has begun experimenting with 
public cloud services is Alliance 
Bank Malaysia. Since 2013, the 

bank has geared parts of  its HR 
and internet protocol telephony 
applications onto the public 
cloud, explains Mary James, 
Alliance Bank Malaysia’s group 
chief  information officer. 

Among the benefits of  using a 
public provider are cost efficiency, 
value-added benefits without 
incurring additional costs, no 
upfront purchase of  hardware, 
scalability of  system, and lower 
carbon footprint through resource 
sharing, James says.

However, she points out, until 
the technology itself  matures 
further and FSIs fully understand 
how service providers deliver their 
solutions, it’s very unlikely that 

more banks and core applications 
will move to the public cloud. 

FSIs can, however, choose to 
implement a partial move, as 
Alliance Bank has done with 
its HR and internet protocol 
telephony applications. ‘There 
are many other solutions that 
banks can move to the public 
cloud without infringing on any 
guidelines, she says. ‘Examples 
include recruitment, enterprise 
resources planning solutions and 
device management.’

James says that one of  the 
main considerations for her bank 
was ensuring that the data being 
stored in the public cloud does 
not infringe on guidelines as 
provided by Bank Negara. ‘We 
also needed to understand and 
learn about the service provider 
and the types of  practices 
and processes being provided, 
as many service providers do 
not necessarily have the same 
types of  strict guidelines and » 

▌▌▌’CONTRACTS MUST BE ABLE TO BE 
EXECUTED IN THE JURISDICTION THAT THE 
SERVICE PROVIDER IS BASED IN’
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A TAXONOMY OF 
CLOUD COMPUTING

Private cloud 
Hosted on a private infrastructure and comprising servers, storage disks 
and networking equipment, it is usually owned by an end user, and 
operated and housed in a private data centre.

Public cloud
Hosted on a third-party data centre where companies merely lease the entire IT 

infrastructure on a subscription, pay-as-you-go basis. Companies can lease hardware infrastructure and 
sign up for software services such as Google Apps or Microsoft Office 365. Companies can also utilise a public 

cloud provider’s resources as a platform to build other customised applications, such as Microsoft’s Azure.

Hybrid cloud
Can be hosted either at a third-party data centre or a privately owned premises where equipment is leased 

or owned and operated by a private entity. Some application and data are stored privately – for example, 
core banking apps such as savings and credit cards – while other applications can reside in the 

public cloud such as HR and procurement.

processes that the banks might 
employ,’ she explains, adding that 
the bank will continue to explore 
further opportunities in this area. 

According to Hodgkinson, 
there are no easy steps to follow 
to get on board with public cloud 
computing. Rather, it’s a matter 
of  gaining skills and experience 
progressively. Hodgkinson 
refers to the experience of  
Suncorp Group, which, while 
at the leading edge of  cloud 
services today, had been testing 
its approach for several years 
using a range of  private and 
public cloud arrangements.

‘All about trust’
‘It is all about trust, and trust 
is only gained with experience 
and skill,’ he says. ‘Think of  it as 
like learning to drive a car. It is 
dangerous to drive while looking 

in the rear-view mirror; that’s like 
living in the past. But it’s also 
dangerous to drive too slowly 
because you fail to build the skills 
needed to drive in motorway traffic. 

‘The best approach is to 
develop defensive driving skills, 
which can only be done “hands-
on”. Banks need to try cloud 
services safely to build experience 
and skills in order to get hands-
on with cloud services to learn 
the skills to be an intelligent 
customer,’ he says. ‘Regulators 
need to ensure that regulations 
are not unjustifiably conservative 
or parochial and are clearly 
communicated to banks.’

Teh recommends that banks 
begin identifying what needs to 
be protected before formulating 
security controls to protect the 
data from an end-to-end process 
workflow which includes the data 

creation process, transit, storage 
and usage. 

‘We recommend that 
banks develop a sound 
strategic framework prior to 
embarking on the cloud journey – 
one that spans strategy through 
execution and addresses the risks, 
security matters and compliance 
implications of  the cloud,’ he says. 

Teh also believes that banking 
regulators must accelerate their 
efforts in guiding the FSI in 
adopting cloud computing. 

‘Any uncertain issues 
and doubts arising from the 
regulator must ideally be 
resolved,’ he says. ‘They must 
also be familiar with the strengths 
and limitations of  various types 
of  cloud computing, so that they 
are able to guide FSIs.’ ■

Edwin Yapp, journalist
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A crucial challenge for 
professional services 
firms in Oman is to offer 
a convincing alternative to 
the Big Four, which have 
traditionally dominated 
the audit market. Issues 
such as regulation and 
governance are reasonably 
advanced in Oman in 
comparison with our 
neighbours – International 
Financial Reporting Standards have 
been mandatory for many years. But 
with economic growth come new 
opportunities on the advisory side, 
and that’s where mid-tier firms have 
been concentrating efforts. From my 
perspective, success is evident in the 
degree to which we’re now consistently 
invited to tender for business.

Modernisation and diversification 
initiatives are creating opportunities. 
Greater government investment in 
infrastructure and in developing new 
industries is providing incentives for 
Omani and foreign organisations, and 
as a result, opportunities for consulting 
and professional services firms. We’ve 
been acting as advisers for a major 
national rail project that’s seen as 
crucial for Oman’s development. 

But it’s not just public projects; 
Oman’s potential is proving 
increasingly appealing to foreign 
investors, from industrial groups to 
private equity firms – and that’s driving 
demand for evaluation, due diligence 
and corporate finance work. Oil and 
gas have traditionally underpinned 
the economy, but sectors like tourism 
and fisheries are growing strongly, 
and there’s a big push for business 
incubators and designated industrial 
zones, as the government is keen to 
encourage entrepreneurs and stimulate 
the SME sector.

‘OMAN’S POTENTIAL IS PROVING INCREASINGLY 
APPEALING TO FOREIGN INVESTORS’  
NASSER AL-MUGHEIRY FCCA, MANAGING 
PARTNER, GRANT THORNTON, MUSCAT

Government policies 
aimed at reducing reliance 
on foreign labour mean 
firms have to focus even 
more on professional 
education and training 
programmes. There’s an 
appetite among young 
people to develop as 
professionals – but it 
takes time to acquire the 
skills and qualifications, 

especially in fields requiring specialist 
expertise. International secondments 
may be the answer – but tightening 
visa conditions mean that calling on 
overseas colleagues is often only a 
short-term solution. The pressure is on 
all of  us in the profession to identify, 
develop and retain Omani talent.

I served for six years on ACCA’s 
Council and, prior to that, in the 
International Assembly. On Council, 
I sat on a number of  technical 
committees, the most significant of  
which was the Audit Committee. I 
travelled to the UK and elsewhere six 
or seven times a year; it was a great 
experience, and I was able to meet 
with fellow members from all over 
the world, as well as ACCA’s senior 
management and staff. The crowning 
glory was meeting the Queen when 
she visited Lincoln’s Inn Fields during 
ACCA’s centenary celebrations. It was 
a big commitment but it’s a period of  
my career I look back on with immense 
pride – and no regrets, especially as in 
March I was presented with a Lifetime 
Achievement Award.

I love off-road driving and make the 
most of our mountainous terrain 
in my Land Cruiser when I’m not 
working. I also enjoy camping in the 
desert and exploring the wadis, where 
there are amazing waterfalls. ■

SNAPSHOT:
INSOLVENCY
Insolvency practitioners 
manage administrations, 
receiverships, bankruptcy 
case, liquidations and 
voluntary arrangements. 

Simon Wright of  recruiter 
CareersinAudit says: ‘Their 
main aim is to preserve the 
finances of  a business or 
individual, but when this is 
not possible, they have the 
difficult task of  selling assets, 
collecting owed funds, paying 
creditors and managing 
disputes. Most practitioners 
are accountants or specialists 
within insolvency working 
within accountancy firms.’

In China, tougher central 
policy is driving businesses to 
seek professional help. Late 
last year, KPMG said it was 
working with a systemically 
important commodity player 
to resolve the balance sheet 
and with a regional bank to 
dispose of  RMB17bn in non-
performing loans. 

And Roger Tay, KPMG head 
of  IPO in Singapore, warns: 
‘Government measures to cool 
the property market coupled 
with rising interest rates may 
have an adverse effect on 
property developers, triggering 
loan servicing defaults.’

23,891
According to Singapore’s 
Insolvency and Public 
Trustee’s Office, there were 
23,891 undischarged insolvent 
individuals in the city-state at 
the start of  March 2014. 

The view from
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audits are performed. The UK Financial 
Reporting Council has been either bold 
or jumped the gun, depending on your 
point of  view, in saying that companies 
should put their audits out for tender 
every 10 years. 

In the US, the Public Company 
Accounting Oversight Board is 
consulting on audit reform, including 
discussion of  what it calls critical 
audit matters, while India is looking at 
measures to provide for auditor rotation. 

Post-financial crisis, the world 
resembles nothing less than a 
vast jigsaw of regulators, auditors 
and investors seeking to bring 
about intricate, and not always 
connected, change. 

The EU has voted to limit the length 
of  tenure of  auditors. The International 
Auditing and Assurance Standards 
Board (IAASB) is talking about changes 
to the audit report and the idea of  
disclosing more information on how 

And at the end of  2013, KPMG picked 
up the audit of  global giant Unilever 
from its rival PwC, partly because the 
company, with its Anglo-Dutch roots, 
was anticipating a forthcoming 2016 
rule change in the Netherlands, forcing 
a regular switch of  auditors. 

The pace of  change and the 
interconnecting consequences are 
influencing behaviours right around the 
globe and are likely to continue doing 
so for years to come.

The shape of things to come
With regulators, standard-setters and investors all driving major changes to audit, 
the effects are being felt right around the world, says Robert Bruce
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‘The biggest change is the exposure 
draft from the IAASB,’ says Shariq 
Barmaky, audit partner with Deloitte 
Singapore and South-East Asia, and a 
member of  the ACCA Global Forum for 
Audit and Assurance. ‘The proposed 
revisions to auditor reporting change the 
extent of  reporting and communication.’ 

The changes echo calls from 
stakeholders. Brendan Murtagh FCCA, 
IAASB member and past president of  
ACCA, says: ‘There have been lots of  
calls for improved transparency and 
a greater level of  understanding.’ 

▌▌▌’USERS [OF ACCOUNTS] WILL BE ABLE TO SEE 
THE MOST IMPORTANT MATTERS DISCUSSED WITH 
AUDITORS. THEY WILL SEE MORE ISSUES THAN BEFORE’

Both sides of  equation
More information is likely to help both 
sides of  the audit equation. Users 
should have much more meaningful 
information to work with, while auditors 
will be able to explain their concerns 
and the nature of  their workload. 

‘Users will be able to see the most 
important matters which have been 
discussed with the auditors and that 
will help bridge the expectation gap,’ 
Barmaky says. ‘Users will see more 
issues than they have seen in the past.’ 

The trick, as ever, will be making the 
information useful. Murtagh says: ‘The 
real challenge will be in years two and 
three of  this degree of  disclosure. After 
the initial implementation the next few 
years can be seen to be simply the same 
stuff  and then it becomes boilerplate.’

The effects are being felt all around 
the world. Consistency, though, is 
not. Murtagh warns: ‘If  we don’t 
have global convergence in standards 
there will not be commonality or 
comparability, and that would be 
very damaging.’ 

And there is the timing, too. The 
time that it takes to come up with a 
standard that can be accepted around 
the world is a lengthy one. Partly this 
is down to the complexity of  markets 
and companies, but partly it is down 
to the process itself. Murtagh says: 
‘One of  the problems is the length of  
time a standard-setter takes. It needs 
to be timely enough. But it’s a very big 
challenge indeed.’  

And the degree of  difference around 
the world can seem extraordinary. » 

POINTS OF VIEW
‘The next few years will see enormous changes in the audit market. We are 
already seeing regulatory change bringing rotation of  auditors and more 
tendering for audit appointments. But it is important to ensure that this 
results in greater effectiveness and not just an extra cost for business. 
Amid all this regulatory change, we must not lose our focus on audit quality 
and keeping audit relevant. The real challenge ahead is to achieve global 
collaboration in the development of  audit, including in emerging economies 
where, in my experience, the value of  audit is well recognised.’
Sue Almond, ACCA external affairs director

‘Personally, I believe the confidence in the world of  audit has gone. There is 
a need for a rethink on the audit report. Do we have to have one every year? 
Why not every three years? To some degree the issue of  rotation of  auditors 
is cosmetic. Public interest entities will get closer to their auditors. The audit 
won’t be an annual statement; it will be a continuous process – little and often, 
rather than one big event. And that will push companies to report on a regular 
basis rather than pushing earnings to the one point in time, as many do now.’
Alex Fawcett, World Bank Centre for Financial Reporting Reform

‘We need to look at the value of  audit and how it will evolve. Currently it is 
an audit of  historical financial statements; in future it may well go beyond 
that. In numerous jurisdictions we have quarterly reporting and I think in 
the future that will become continuous information or a very frequent basis 
of  reporting. Stakeholders will demand this and we need to understand 
what the role of  the auditor will be. With audit thresholds rising, smaller 
companies are not in the audit band. We need to discuss what kind of  
assurance should be provided.’
Shariq Barmaky, audit partner, Deloitte Singapore and South-East Asia, 
and member of ACCA’s Global Forum for Audit and Assurance

▲  FLAVOUR FOR NO 
MORE THAN A DECADE
Unilever moved an audit contract held for 
26 years by PwC to KPMG in anticipation 
of mandatory auditor 10-year rotation
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enterprises – those which are not 
public-interest entities – the whole 
issue of  pushing up the level of  audit 
exemption, combined with a high level 
of  CPD, is seen as a huge challenge, 
along with the scale and cost of  
audit technology and software. In 
many countries, we will see the audit 
profession disappear. State bodies 
will take over and the process then 
becomes compliance rather than 
pursuing a true and fair view.’

But the demand for credible, 
trustworthy information is set to grow 

In one sphere, there is a demand 
for assurance on non-financial work; 
introducing integrated reporting will 
prove a challenge, for example. And at 
the other end of  the spectrum, audit 
itself  is under pressure. 

Death of  audit?
Alex Fawcett, a team member of  
the World Bank Centre for Financial 
Reporting Reform, speaking in a 
personal capacity, says: ‘The auditing 
profession is dying in many countries. 
When you look at medium-sized 

exponentially. ‘There is a demand for 
continuous information,’ says Barmaky. 
‘We are in a world of  social media. In 
Singapore we already have quarterly 
reporting and it will become continuous 
or very frequent reporting.’ 

What gives people confidence is 
regular information, adds Fawcett. 

The audit world may think it has 
enough on its plate already. But there 
could be much more to come. ■

Robert Bruce is an accountancy 
commentator and journalist

WHAT’S ON  
THE HORIZON?
Scanning the horizon is an activity 
that comes high on the list of 
priorities for David Barnes, UK 
managing partner for public policy 
at Deloitte. Barnes (pictured) is 
also chairman of the Policy and 
Reputation Group (PRG), a body 
that looks to ensure that public-
interest issues are at the heart of 
what the larger accounting firms 
think about and do. PRG represents 
the largest six UK firms, and admits 
representatives of accountancy 
bodies and the mid-tier firms as 
observers at its meetings. 

‘It is a forward-looking body,’ 
Barnes says, ‘and it is there to 
help the largest accountancy firms 
to identify and respond to public 
interest issues. We try and look 
at the firms through the eyes of  
external stakeholders.’

It has been a turbulent time for 
the big firms, with the UK investigating the market for audit services and an EU initiative to shake up competition in 
the audit business. Barnes says: ‘If  you look back two years, there was a lot of  focus on those two initiatives. These 
processes have already resulted in enduring change in the audit profession with, for example, a clear increase in the 
number of  tenders coming to market. Although the EU debate is still ongoing, I believe we now have an opportunity 
to move on. We are looking ahead at issues involving audit, tax and ethics, and also more broadly at the business and 
societal contribution that the big six firms make.’

This will include contributing to the project that the UK Financial Reporting Council (FRC) has launched on the 
future of  audit. ‘I recognise that the FRC needs to lead this project, but we have a lot to contribute to that debate,’ 
Barnes says. ‘We will be looking at both input measures like training, and at external measures such as formal 
feedback from stakeholders like the chairs of  audit committees on audit quality.’

Ethics is a large part of  all this. ‘All the firms have the highest level of  ethics but we need to ensure that this comes 
across in the ways we act and be able to explain this to the man on the Clapham omnibus.’ 

Barnes also wants PRG to do more work on what he refers to as societal interest. ‘The big six firms on average 
employ a new graduate every two hours. But we also need to look at what we can do about social mobility and so we 
are working to support initiatives on improving social mobility and the use of  apprenticeships.’ 

And out on that horizon they need to be constantly looking out for issues which could affect the profession 
more broadly. ‘Our role is to ensure that we not only shape current thinking but also act as a catalyst to develop 
new thinking,’ he explains. 
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At the heart of the hub
As Mazars enjoys expansion across Asia Pacific, the firm’s burgeoning Singapore practice 
has a key role to play in the city-state’s aspirations as a regional accountancy hub

with two other firms. The first deal, 
concluded in October 2013, was with 
audit firm Nebis Services, and the 
second in January this year was with 
TransFingo. And there will be more 
such deals to follow both in Singapore 
and around the region, according to 
Pascal Jauffret, Mazars’ deputy head 

In 2006, international audit and 
consulting group Mazars had a 
modest-sized team of some 250 
staff in the Asia-Pacific region. There 
was no dedicated Mazars office in 
Singapore at the time; managers 
worked through the Moores Rowland 
International network of firms.

By 2014, the Asia team had 
exploded in size to almost 2,500 
people. The Mazars presence in 
Singapore now takes the form of  
a fully integrated office, Mazars 
LLP, which recently signed mergers 

▌▌▌‘TO SUCCEED IN ASIA, WE HAVE TO BE VERY 
PATIENT… WE THINK IT’S WORTH WAITING’

of  Asia Pacific, who leads the regional 
team in Singapore.

‘Our objective in Asia is to have 
in the range of  6,000 to 8,000 
people by 2017 or 2018. That is 
in line with our global strategy to 
serve clients wherever they are in the 
world,’ he says. »

▲ SHARED VISION 
Denis Usher (left), managing partner, 
Singapore and Pascal Jauffret, deputy 
head, Mazars Asia Pacific
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▌▌▌’WE’RE CARETAKERS BUILDING A SUSTAINABLE 
PRACTICE THAT WE CAN PASS ON. SUCCESSION IS 
ABOUT LOOKING FOR THE RIGHT PEOPLE’

The Singapore practice has 
been rushing to fill out its service 
capabilities over the last few years, 
explains managing partner Denis 
Usher. Initially, the Mazars presence 
in Singapore focused mainly on audit 
and tax compliance work. In 2007, 
however, the firm decided to become 
fully committed in Asia. 

It merged with Moores Rowland 
that year, continued as a joint venture 
for the next few years, and had 
become a fully integrated Mazars 
practice by 2011. Since then, says 
Usher, clients have moved towards 
outsourcing accounting services, and 
Mazars has been expanding to meet 
that demand.

‘For us, the important thing is 
really to have a critical mass in 
Singapore – about 150 people – in 
order to fully service our clients’ 
demands,’ he says.

New service areas
Culture, vision and values are 
very important to the Mazars 
Group, and therein lies the focus 
on mergers –  or integrations, as 
Mazars partners prefer to describe 
the deals. ‘The only time we talk 
about merger is on the merger 
document itself,’ says Jauffret. 

Asia currently contributes slightly 
less than 10% of  the Mazars Group’s 
overall revenue, and growth in Asia is 
not so much a question of  interest as 
of  investment. Clients are looking not 
only for traditional accounting services 
but for ones in new areas such as 
people development consulting, says 
Jauffret; many leaders are concerned 

about issues related to talent retention 
and staff  sourcing, and Mazars 
accordingly offers methodologies for 
training and development.

A second area of  great interest to 
clients is human rights and corruption. 
Mazars therefore offers methods 
of  helping clients detect and deal 
with such issues. Such services can 
also be exported to other developing 
areas such as South America, 
says Usher. In the UK and Europe, 
businesses want to be certain that 
their entire supply chain is free of  
human rights issues, and the methods 
offered by Mazars can give boards 
more comfort.

‘The services are very new and the 
clients’ appetite is still growing. We 
need to match the two. And the people 
who can promote the services are here 
in Asia,’ says Jauffret.

Besides services, Mazars’ presence 
in countries around the region is also 
prompted by client requests. For 
example, says Usher, many clients 
have approached the firm to ask 
whether it can provide them with 
expertise on Myanmar, and so they 
have established a team there. 

Development in Asia has seldom 
gone as expected, however. Mazars 
is not a franchised model but an 
integrated organisation based on 
democratic partnership, meaning 
that organic growth involves finding 
partners with a common appreciation 
of  the firm’s culture and values. 

This has been tricky in the past; in 
the Philippines, for example, Mazars 
successfully cultivated a relationship 
with local partners for two years, 
until the local firms decided to 
focus on their own markets, while 
in Australia, firms’ appetite for 
growth differed from Mazars’ focus 
on internationalisation. Meanwhile, 
Myanmar remains a glass ceiling; 
there are simply not enough locally 
qualified people of  international 
quality who can embrace the role.

Partners take this in their stride, 
however. ‘To succeed in Asia, we have 
to be very patient,’ says Jauffret. ‘It 
may take us two to three years to 
establish a life-long relationship: we 
think it’s worth waiting.’

In Singapore, the search for like-
minded partners has been more 
fruitful. Mazars and TransFingo hit it off  
together at once, according to Usher. 

MAZARS
Mazars is an 
international 
and independent 
organisation. Its 
integrated partnership 
spans five continents. 
It is also a founding 
member of the 
Praxity alliance, which 
extends its service 
coverage to 33,400 
professionals in 
97 countries. Mazars 
has an international 
team of 13,800 
professionals in 
72 countries, 150 
of whom work for 
clients in Singapore.

BA
SI

CS

32

ACCOUNTING AND BUSINESS

PRACTICE | MAZARS



‘As soon as we met the partners 
from TransFingo, we realised that they 
had a very similar culture, vision and 
values,’ he says. ‘They came from 
Arthur Andersen, which had a very 
similar structure to ours.’

An additional attraction was 
TransFingo’s skills in governance, 
risk and internal control (GRIC) 
service. It happened that we had 
been looking for a governance, risk 
and internal control service for 
some time,’ says Usher, adding that, 
in the past, Mazars had had to turn 
clients away due to the lack of  a 
specialised GRIC team.

The sole proprietor of  Nebis, on 
the other hand, had felt that his firm’s 
growth potential was low, and was 
attracted to the size and reach of  
Mazars. ‘It’s very different when you 
go to a prospective client and say, 
“We’re from an eight-person team”, as 
compared to a 13,000-person network 
in 72 countries,’ notes Usher.

Investing in people
Investing in people, he explains, is 
the quickest and most fruitful way of  
growth. Because Mazars is structured 
as an international firm, acquiring 
talent serves it far better than merely 
acquiring clients and, for the firm, 
integrating new talent is vital.

‘We have a unique structure,’ says 
Jauffret. ‘One of  the core elements is 
that we don’t pay goodwill, because 
we emphasise stewardship. The idea 
is that we’ve been given this firm, we 
contribute to it and develop it, and 
when we’re gone, we pass it on to the 
next generation. We welcome people 
on that basis.’

‘That alleviates the succession 
planning issues that most firms have,’ 
adds Usher. ‘We’re caretakers, building 
a sustainable practice that we can 
pass on. Succession is about looking 
for the right people.’

Growth by talent comes with its 
own issues, however. Staff  sourcing 
is one of  the two biggest challenges 
to Mazars’ expansion around the 
region. In Singapore alone, the 
firm has already run up against 
the recurrent talent attraction issues 
that plague the local accountancy 
sector. Graduates are attracted by 
Mazars’ rapid growth – in 2012 
alone, the firm grew by almost 25% 
– and Mazars’ profile in the market 

has improved drastically over the 
last few years from a client and 
university perspective, says Usher. 
However, the competition for talent 
is still very steep.

To draw more interest from 
graduates, Mazars capitalises on its 
global reach to offer an international 
secondment programme. Each office 
that wants to participate in this 
programme will send a staff  member 
abroad for three months and receives 
in return a staff  member from a 
different country. The arrangement is 
particularly attractive to students who 
are interested in gaining exposure in 
other countries. In addition, staff  are 
encouraged to broaden their knowledge 
by spending several months in the 
various service lines.

‘Embrace talent’
Ultimately, however, the supply of  
local talent to the sector is still limited. 
‘To be an accounting hub, Singapore 
will need to embrace more foreign 
talent because everyone here is 
competing for talent,’ says Usher.

Talent issues notwithstanding, 
Mazars will continue to expand in 
Asia, in line with the regional strategy 
developed by its group executive 

board. The firm’s key markets today 
are India and China, and its hubs 
are Hong Kong and Singapore, where 
they can serve clients who have 
regional reach and also develop 
their non-advisory services such as 
GRIC. As for all other territories, they 
will be opportunistic, says Jauffret – 
but not bullish.

‘We have clearly identified that 
although we might be going towards 
the end of  the global crisis, it’s not 
yet completed,’ he explains. ‘And it’s 
a huge task for us to integrate new 
firms. It’s not just signing the paper 
and giving them the logo. We carry 
out a lot of  ongoing relationship-
building with them that requires a 
lot of  attention and consumes a lot 
of  our resources.’

Does the intensive effort pay off? 
Yes, he says, and Mazars will continue 
to invest more effort in time to come. 
‘All around the planet, we’re looking 
for like-minded people: people who 
are well embedded, knowledgeable 
about their own markets and have an 
appetite to embrace an international 
organisation, not a network or a 
franchise model.’ ■

Mint Kang, journalist

▌▌▌’WE’RE LOOKING FOR LIKE-MINDED 
PEOPLE… WITH AN APPETITE TO EMBRACE AN 
INTERNATIONAL ORGANISATION, NOT A NETWORK’
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TAX SENSITIVITY
According to PwC 
research, the majority  
of CEOs surveyed 
globally say government  
tax regimes play a part 
in where they choose to 
operate their business.

63% Tax policy plays a 
part in location

75% Important to be 
seen to be paying 
‘fair share’ of  tax

THE SURVEY
PwC’s 17th annual global CEO survey, Tax strategy and corporate reputation: Building trust and growth,  
is based on responses from 1,344 CEO interviews conducted in 68 countries. Read the full survey at  
http://tinyurl.com/oj8lsxu

DISTRESSED BY DISTRUST?
Taxes paid by companies has become a headline issue as certain 
stakeholders continue to ask whether multinationals are paying their ‘fair 
share’ of  tax. How concerned are CEOs about the lack of  trust in business?

74%
Africa

53%
Asia 

Pacific

51%
North 

America

44%
Latin 

America

40%
Western 
Europe

TOWARDS A BETTER SYSTEM
CEOs agree that the need for tax reform is pressing. Below are the top three areas that 
CEOs say should be government priorities in the country in which they are based

Ensuring financial sector stability and access to capital 53%

Improving the country’s infrastructure 50%

Creating a more internationally competitive and efficient tax system 50%

TAX REALLY MATTERS
A typical multinational will 
pay more than just direct 
tax on its profits. Below are 
the percentages of  CEOs 
agreeing that tax policy and 
competitiveness of  local tax 
regimes are a key factor.

ONE OF THE FOUR BIG BARRIERS TO GROWTH
Some 70% of  respondents named tax as a primary concern. The burden includes tax 
regime uncertainty and the resources to achieve compliance as well as the actual tax rate.

Over-regulation
  

Government response to 
fiscal deficit/debt burden               

Slow or negative growth in 
developed economies             

     
Increasing tax burden 
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GAME ON!

Getting a country ready to host a World Cup demands a great deal more than just getting 
the stadiums built. Here’s how PwC has helped Brazil prepare for the biggest show on earth
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cut off  TV coverage of  the 2008 
UEFA European Championship 
semi-final match in Switzerland 
between Germany and Turkey for 
about 10 minutes can also dent 
a reputation for organisational 
competence. Such technical 
problems can be avoided, Girardello 
says, by using backup systems. 

Richard Dubois, a current 
partner at PwC in Sao Paulo, 

explains that the firm was involved at the very beginning to 
help Brazil identify and head off  such mishaps. For a start, 
Brazil had to choose 12 cities out of  18 contenders where 
matches would be played. ‘We helped several cities submit 
their plans to the government and to Fifa,’ he explains. ‘We 
interviewed all the relevant branches of  the state and city 
government regarding the plans they had for the event and 
their capabilities.’ All but one of  PwC’s recommendations 
were selected, including Cuiabá, Salvador and Natal. 

Once the selection process was completed, PwC 
started work on a more comprehensive project of  national 
preparedness. ‘We checked out the infrastructure these 
towns had in place against the plans they had proposed and 
produced an implementation guide.’ 

This exhaustive process exposed several potential 
worries. One was the limits of  Brazil’s airports. ‘From our 
experience in South Africa and Germany we estimated 
that around 20,000 fans would try to fly to the next event 
within hours of  one game ending,’ says Dubois. ‘Yet most 
of  the terminals at regional airports only had the capacity 
to process about 1,200 passengers every hour. That was a 
recipe for huge delays and massive lines.’ 

PwC put forward a plan for increasing capacity at 
terminals and boosting the number of  flights. Such 
upgrades alone were expected to cost R$8bn (US$3.6bn). 
The scale of  the problem is illustrated by the World 
Economic Forum’s Global Competitiveness Report, which 
ranks Brazil’s airport infrastructure 134th out of  144 
nations in terms of  quality. 

The second major concern was a shortage of  hotel 
rooms. ‘We are not just talking about tens of  thousands of  
ticket holders but also often their partners and families,’ 
explains Dubois. ‘That is no problem at all for cities like São 
Paulo, but it is for smaller towns.’ In addition, Brazil needed 
to convince private investors that extra hotel capacity could 
be kept full even after the event had ended. 

The PwC team also sought to identify gaps in urban 
transport infrastructure. ‘Enabling visitors to move around as 
easily as possible within cities was another priority,’ Dubois 

S
taging a global sporting extravaganza can cover 
a nation in glory – or in shame. Whether it’s the 
Olympics or the football World Cup, the attention 
of the world is drawn to the host’s infrastructure, 

politics and organisational prowess. US presidential 
nominee Mitt Romney publicly questioned Britain’s 
readiness to host the Olympics in 2012 and Russia 
attracted a barrage of criticism over its preparations for 
the 2014 Sochi winter games.

Given the intensity of  the scrutiny, small wonder that 
many nations seek outside help to ensure they are ready for 
the glare of  publicity. In the case of  Brazil, it has made PwC 
its main outside adviser for the 2014 FIFA World Cup, which 
kicks off  this month. Soon after Brazil won the race to host 
the event in 2007, PwC was selected to evaluate how best to 
prepare the country’s infrastructure for the influx of  tens of  
thousands of  visitors. The firm was hired again in October 
2013 to assist with the final preparations. 

‘Mega events like the World Cup are not just about 
building stadiums,’ says Mauricio Girardello, a partner at 
PwC until 2012, who helped spearhead Brazil’s preparations 
and who now works at consultancy TBA Advisors in São 
Paulo. ‘The World Cup places unusual strains on a nation’s 
airports, transport links, hotels and security. Getting 
everything up to scratch takes years and many billions of  
dollars of  investment.’

The Brazilian government was attracted by PwC’s 
considerable experience in stewarding such projects. 
Girardello had already done similar work for the World Cups 
in South Africa in 2010 and Germany in 2006. He even 
subsequently wrote a book on the run-up to the 2010 event. 

Potential for catastrophe
The first lesson from studying such events, Girardello 
argues, is that plenty can go wrong. The 1972 Munich 
Olympics, for example, is largely remembered for a terrorist 
attack that ended in the massacre of  11 Israeli athletes and 
coaches and a German police officer. Tragedies on that scale 
have been rare, but glitches such as the electrical storm that 

◄ KICKING UP A FUSS
Protests in Brazil have focused on the 
contrast between World Cup largesse 
and inadequate public services

36 INSIGHT | FOOTBALL

ACCOUNTING AND BUSINESS



says. This was where the bulk of  federal government spending 
was meant to go – around R$10bn, he adds. ‘About 100 
different projects – including efforts to extend subways and 
build light train lines in cities,’ says Dubois. ‘These projects 
are likely to be the event’s most important legacy, since they 
will enhance the lives of  Brazil’s citizens long into the future.’ 

PwC evaluated the electricity infrastructure and 
broadcast centres, along with the ability of  hospitals to cope 
with a rising volume of  patients. ‘It is just like a wedding,’ 
says Girardello. ‘Technically all you need is the priest to get 
the job done, but you also need to think about other aspects 
of  the event, like the church, the venue and the cake.’ 

Finally, there were the stadiums themselves. The 
logistical challenges of  building/upgrading 12 stadiums 
for the event have been imposing. So far this aspect of  the 
preparations has proved among the most troublesome. Back 
in 2010 the estimated cost for stadiums was R$5.3bn; it 
is now expected to cost around R$8bn. The 71,000-seater 
Estádio Nacional alone in Brasília cost R$1.4bn and is being 
financed by the government. It is not clear what use it will be 
in the future, since the city has no major football team. 

Popular anger
Worries over spiralling costs have created additional 
planning problems for Brazil. Ever since June 2013 there 
have been sporadic street protests about the poor quality 
of  Brazil’s public services while government funds are 
‘wasted’ on stadiums. Recent polls now show that just 48% 
of  Brazilians favour hosting the event – a remarkably low 
number for a football-crazy nation that has won the World 
Cup a record five times. 

Dubois says this upsurge of  protests has intensified 
safety problems. ‘One of  the new challenges we are facing 
now is on security,’ he says. There is a possibility that 
arenas will be blocked by demonstrations. Rio state alone 
has already trained 833 security officers to help ensure 
the event goes smoothly, and prepared plans for everything 
from terrorist attacks to demonstrations. More than 4,500 
officers are expected to be trained before the event. 

‘We helped give Brazil a very solid plan for this event,’ 
says Girardello. ‘But the implementation has been very 
poor.’ The bulk of  the preparations for the World Cup has 
been attempted without PwC’s assistance, with the firm only 
being hired again in October 2013. PwC is now working hard 
to finalise preparations. ‘Now much of  our work is on the 
operational plan,’ says Dubois. ‘This involves issues such 
as how the public transport networks are set up to take 
passengers to the airport or the security details.’ 

Unfortunately, many of  the transport projects expected 
to benefit the Brazilian people did not materialise. ‘Lots 

of  really good developments have been abandoned,’ says 
João Castro Neves, a Brazil expert at consultancy Eurasia 
in Washington. ‘In some cases, excessive red tape got in the 
way. It simply took too long to get permits and agree on who 
was going to do the building.’ 

The Brazilian government also failed to attract as 
much private and foreign investment as expected. ‘The 
terms they offered to outsiders were not always attractive 
enough and they left everything too late,’ Castro Neves 
argues. ‘For example, five large airports were only 
nationalised over the past two years – far too late to help 
with this World Cup.’ As a result the government and its 
BNDES development bank have ended up footing more of  
the bill than expected. 

That is bad enough, but the Brazilian public may be 
unforgiving when it comes to any glitches in the actual 
running of  the event. ‘At the moment the president, Dilma 
Rousseff, is still the favourite to win re-election in October,’ 
Castro Neves says. ‘But big mishaps in the World Cup, along 
with a revival of  protests, could certainly change that.’ 

Although PwC was heavily involved in assessing the 
infrastructure needs for the event, it was not given the 
job of  following through on its recommendations. The 
government’s decision not to seek significant outside help 
in implementing its World Cup plans until relatively recently 
may be one that it comes to regret. ■

Christopher Alkan, journalist based in New York 

FOR MORE INFORMATION:

2014 FIFA World Cup: www.fifa.com/worldcup

State of  the Brazilian economy – ‘Great expectations’: 
www.accaglobal.com/ab80

PwC Brazil: www.pwc.com.br

WEF rankings: http://tinyurl.com/WEF12-13

► FULECO’S FUNERAL
Fuleco, Brazil’s armadillo mascot for the 2014 World Cup, is 
given an early exit in a popular demonstration against public 
service funding suffering from the showpiece tournament
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$12bn 
2010 – South Africa 

$13.3bn 
2014 – Brazil 

$20bn+ 
2018 – Russia (predicts Russian prime 
minister Dmitry Medvedev)

$65bn 
2022 – Qatar (Merrill Lynch estimate).

HOSTING COSTS

REVENUES SWELL 
FOR WORLD CUP
Ahead of the FIFA World Cup in Brazil we take a look at the financial growth of the 
tournament and the key revenue drivers of the world’s most watched sporting event

This is probably why FIFA does not describe the surplus 
from World Cup events as profit, but as a ‘result’ to be 
added to reserves in order to insulate the organisation from 
any unexpected events that may arise.

FIFA accounts since the 2010 
tournament have revealed that total 
revenues for the World Cup over a 
four-year cycle from 2007 to 2010 
had increased to $4.2bn – a rise 
of  more than 50% on the previous 
four-year cycle. The resulting 
healthy surplus of  $631m allowed 
FIFA to increase its cash reserves 
to a record level of  $1.3bn.

Franco Carraro, FIFA’s chairman 
of  the internal audit committee, 
says: ‘While equity of  over a billion 
dollars seems high, it is necessary 
as the financial risks exceed it 
many times over.’

The World Cup has allowed 
FIFA to build up its reserves 
since 2001, when it nearly went 
bankrupt following the collapse of  
a television partner – the reserve 
pool was $76m in 2003. However, 
these reserves are not expected 
to grow much higher than current 
levels over the next few years, 
according to officials.

The pool is needed to protect 
FIFA from a financial shock such as 
the cancellation of  a tournament. 
Almost all contracts with 
commercial partners are related 
to the event, so FIFA has to have 

insurance. However, since 9/11, it has 
been practically impossible to fully cover the risk; its current 
$650m policy covers only the cost of  postponing and/or 
relocating the 2014 World Cup tournament in the event of  

W
hile all eyes were fixed on Spain captain Iker 
Casillas as he lifted the World Cup trophy 
in Johannesburg in 2010, little thought was 
given as to the tournament’s profitability – yet 

it would later be confirmed as the 
most lucrative in FIFA’s history.

This came as a surprise to 
many. From the outset it was seen 
by many observers as a massive 
gamble to take the World Cup to 
Africa for the first time.

Ahead of  the tournament, 
many experts predicted that world 
football governing body FIFA – 
which owns the rights to the World 
Cup – would make a loss on it, 
in contrast to the large profits 
generated in Germany in 2006.

But it turned out that the off-
field results were just as healthy as 
those of  Spain on the field.

FIFA president Sepp Blatter 
had faced strong opposition to 
handing the event to South Africa. 
He understandably reacted to 
the release of  the figures, saying: 
‘I am the happiest man. It is a 
huge, huge financial success. I’m 
a happy president because such 
financial results come at the end 
of  a four-year period when people 
said I was going against the world.’

FIFA can be classified as a 
non-profit organisation, based in 
Switzerland, but one with a highly 
commercial outlook. One indicator 
of  this is that it has its own range of  
FIFA-branded merchandise. The organisation’s status allows 
it to enjoy a tax-free lifestyle, though this also obliges it to 
spend its ‘profits’ on fulfilling its football objectives.
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natural disaster, war or act of  terrorism. The tournament’s 
cancellation would not be fully covered by the insurance and 
the difference would have to be made up from FIFA’s own 
reserves, so the caution is very understandable.

After all, the World Cup provides FIFA with the vast 
majority of  its revenue and profits. The last World Cup 
generated 87% of  FIFA’s turnover in the 2007–2010 cycle.

Broadcasting billions
FIFA’s biggest revenue stream is the sale of  TV rights, which 
hit $2.4bn for the 2010 World Cup. In the US the Walt 
Disney Company (which owns ABC and ESPN) and Univision 
paid a combined $425m for exclusive broadcasting rights 
for the 2010 and 2014 tournaments – three times the 
combined bids from the previous round of  bids.

In turn, TV companies continue to be attracted despite 
the massive and increasing outlays. According to official 
FIFA figures, the cumulative TV audience for the World 
Cup in South Africa was 26 billion viewers, making the 
tournament the world’s most watched sporting event ever. 
Moreover, these figures are expected to continue to rise 
as more viewers emerge in developing nations that have 
improved access to TVs.

Austin Houlihan, a senior consultant in the Sports 
Business Group at Deloitte, adds: ‘We see no signs that the 

premium sports-rights value bubble is about to burst; rights 
fees for live content to premium properties will continue to 
grow. Premium live sport delivers large audiences, typically 
characterised by an attractive demographic profile. It drives 
subscriptions and generates advertising for broadcasters, 
particularly in an increasingly altered media landscape. 
In some cases, premium sports broadcast-rights fees 
have been insulated from wider economic pressures by 
multi-year contracts. 

‘Television and premium sports are well matched for 
each other: at the highest level, sport is great unscripted live 
drama for television. Constant advances in technology are 
also leading to ever more sophisticated, compelling ways in 
which sports can be portrayed.’

FIFA also raised $1.1bn in marketing revenue and 
sponsorship rights from the 2010 World Cup – the second 
largest source of  revenues. 

The profits of  exclusivity
This figure has continued to grow following the 2002 World 
Cup, when FIFA decided to explore the possibility of  offering 
fewer, more exclusive sponsorship opportunities in the 
hopes of  maximising potential revenue by offering a broader 
package of  rights and a less cluttered environment to a 
small group of  partners. »

◄ GLADIATOR SPIRIT
Ajax Cape Town’s mascot, ‘The Urban 

Warrior’, parades ahead of a match at 
the Cape Town Stadium, South Africa, 
in 2011. Ajax Cape Town signed a 

three-year deal with the city to make 
the stadium, which had been used 

for the 2010 FIFA World Cup, its 
official new home ground
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$10m and $25m a year over the 
same period, but their rights are 
limited to the World Cup. The lowest 
tier, national supporters, pay around 
$4.5m to $7m a year, with rights 
only in the host country.

The director of  a company that 
sponsored a national football team 
at the 2010 World Cup reveals a 
fascinating snapshot into the selling 
power of  the World Cup. He says: 
‘We sold as many units during the 
four weeks of  the 2010 World Cup 
as we did in whole of  the rest of  the 
year – that is the effect the World 
Cup can have.’

Eelco van der Noll, head of  
global sports and entertainment 
for Anheuser-Busch InBev, will 
be in charge of  the Budweiser 
and Brahma brands during the 
World Cup. He readily admits 
the World Cup is the biggest 
platform imaginable.

He adds: ‘The challenge for 
every sponsor in Brazil is how to 
use the World Cup to amplify their 
brand. Off  the pitch, we want to 
be the most recognisable, active, 
meaningful sponsor for everyone 
who is the legal drinking age 
and above. We want to enhance 

the experience of  the consumers 
beyond the viewing of  the games. The World Cup is a huge 
opportunity for any sponsor.’

FIFA’s financial report for 2013 reveal how this year’s 
tournament is likely to perform. The largest source of  
income in 2013 was ‘event-related’ revenues, reported at 
just over $1.2bn, or 88% of  total income. Some $630m of  
that came from the sale of  TV rights, which were almost 
entirely for the 2014 FIFA World Cup ($601m).

The second-biggest event-related revenue figure, $413m, 
came from marketing rights – again predominantly for the 
2014 event ($404m). Other operating income was $83m, or 
6% of  total revenue, mainly from brand licensing ($58m).

Whichever nation lifts the World Cup trophy in July, 
the event itself  – and, by definition, FIFA – is likely to be 
confirmed as the big winner off  the pitch. ■

Alex Miller, journalist

FIFA began to classify marketing partners into three 
categories (partner, sponsor and national supporter), a 
move that has substantially boosted the World Cup pot – 
revenues have almost doubled since the change. 

The World Cup generated $584m in sponsorship and 
marketing revenue during the 1999-2002 period, according 
to IEG Sponsorship Report, a respected authority on sports 
sponsorship.

Partners effectively own international rights to a broad 
range of  FIFA activities as well as exclusive marketing 
assets. The six partners for the 2014 World Cup are Adidas 
(responsible for the official tournament ball, called the 
Brazuca), Coca-Cola, Emirates, Hyundai/KIA Motors, Sony 
and Visa, paying an annual fee between around $24m and 
$44m for the privilege.

The eight sponsors, including the likes of  McDonald’s, 
Castrol, Johnson & Johnson and Budweiser, pay between 

◄ BUILDING INFRASTRUCTURE
Journalists visit the construction site of 
the Beira Rio Stadium in Porto Alegre, 
Brazil, in December 2013

Some of  the benefits experienced by 
host countries of  FIFA competitions 
include:

* a catalyst for new and improved 
facilities to support the game’s 
development at all levels

* more higher-quality football 
development programmes for the 
elite game, talent identification 
and the grassroots

* better cooperation and goodwill 
between the various stakeholders 
– the member association, 
the government and other bid 
stakeholders such as the bid host 
cities, commercial partners, the 
media and the community at large

* increased civic pride and 
community empowerment as 

groups of  stakeholders get to 
contribute to and support the bid, 
together with new skills and training 
for those delivering the event

* enhanced partnerships and 
greater commercial activity and 
investment from new sponsors, 
media, broadcasters and large 
corporations

* help in breaking down social 
barriers to participation and high 
performance by both women and 
young people

* using successful players as role 
models to encourage young and 
emerging players and to promote 
health and other social benefits.

Source: FIFA

BENEFITS OF HOSTING A WORLD CUP
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PUTTING YOUR BEST 
FOOT FORWARD 
What lessons can board directors learn from the 
high-stakes world of football management?

T
he Brazilian World Cup winners of 1970, the 
Liverpool teams that won the European Cup in the 
1970s and 80s, and the all-conquering Barcelona 
sides of recent years are among the greatest ever 

teams to have graced the game of football.
They played with style, were ruthless in achieving 

fantastic results and exceptionally efficient in their 
approach to the game. All three sides were also 
blessed with fantastic management – but what are the 
ingredients that help make such brilliance and what 
lessons can we take from these great teams into the 
boardroom?

It seems obvious to say, but these world-beating teams 
possessed world-beating players, such as Pelé, Kenny 
Dalglish or Lionel Messi; an average team is only likely 
to produce average results. Likewise, the best business 
plan in the world can’t execute itself. It needs a talented 
team of  motivated people with the right skills and great 
leadership to carry it out.

What also makes a winning team is the right player 
in the right position, with the right focus, assisted and 
mentored by a talented manager who knows how to get 
the best out of  their team.

A book called From Pitch to Boardroom, written by 
Stuart Blyth in conjunction with football coach Christian 
Damiano, explores the similarities between football 
and corporate management.

In the book, Blyth says: ‘Dream teams are created; 
they do not just happen. The dream team is, in today’s 
increasingly competitive and globally connected world, 
becoming a must-have for the success of  any organisation. 
These days, having a good team isn’t enough to be 
successful – ‘settling’ is not good enough for winning 
organisations and it certainly isn’t good enough for teams in 
the sporting arena.’

Damiano adds: ‘When working on the strategy of  the 
team it is important for each player to understand the 
task they are required to perform. To ensure the player 
understands what the requirement is, we practise their role 
daily on the training pitch.’ »
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◄ PITCH PERFECT
Even top-flight strikers like 
Lionel Messi of FC Barcelona 
must be team players



Former Manchester United manager Sir Alex 
Ferguson is to take up a teaching position on Harvard 
Business School’s executive education programme, 
‘The Business of Entertainment, Media and Sports’. 
Here are some extracts of his management secrets, 
published in Harvard Business Review:  

* ‘You have to achieve a position of  comprehensive 
control. Players must recognise that as the 
manager you have the status to control events ... 
Your personality has to be bigger than theirs.’

* ‘There are occasions when you have to ask yourself  
whether certain players are affecting the dressing-
room atmosphere, the performance of  the team 
and your control of  the players and staff. If  they 
are, you have to cut the cord ... The long-term view 
of  the club is more important than any individual.’

* ‘Everything we did was about maintaining the 
standards we had set... For example, we never 
allowed a bad training session. What you see in 
training manifests itself  on the game field ... It 
was about intensity, concentration, speed and a 
high level of  performance.’

* ‘I don’t think many people fully understand the 
value of  observing, but I came to see observation 
as a critical part of  my management skills. The 
ability to see things is key or, more specifically, the 
ability to see things you don’t expect to see.’

Source: Harvard Business Review, October 2013

MANAGER MAXIMS

▲ WORLD CLASS
Pelé holds aloft the FIFA World Cup trophy  
in 1970. Even Brazil’s dream team of that  
year did not just happen – it was created

Team-building
Creating a functional, cohesive team is one of  the few 
competitive advantages available to any organisation looking 
for a powerful point of  differentiation. A leader’s job includes 
building an environment where the most talented people in 
the industry want to work and then doing whatever they can 
to clear the path for their achievement.

Blyth adds: ‘Functional teams get more accomplished in 
less time than other teams because they avoid wasting time 
on the wrong issues and revisiting the same topics again 
and again. They also make higher-quality decisions and stick 
to those decisions by eliminating politics and confusion 
among themselves and the people they lead.

‘Functional teams also tend to keep their best employees 
longer because “A” players rarely leave organisations that 
they feel they are a part of, or where they are being led as 
part of  a cohesive team. However, this functional team does 
have to be successful, because all “A” players will want to be 
part of  success,’ cautions Blyth.

Intuition is an area where businesses can learn from 
football. Often it seems that top footballers play using 
instinct and gut feeling, allowing them to make the right 
decisions and to anticipate what is about to happen before it 
actually does. This is a skill that the boardroom may be best 
advised to encourage.

Communication is also a critical area. The cry of  
‘man on’ or ‘clear the ball’ is a piece of  immediate and 

effective communication within a match. The necessity to 
communicate in this fashion gives the player immediate 
feedback on what they should be doing within the current 
team task and if  they were to fail to take those instructions 
then their team could lose a goal or match. Thus the player 
who is given the instruction does not feel that they are being 
picked on; they are simply receiving immediate and effective 
information in order that they may perform their task.

It is no secret that communication between team members, 
between team members and managers, and between team 
members and third parties is an essential element of  any 
high-performing team. If  we cannot communicate to our 
team members why we have chosen a particular team for a 
particular task, then we will not be able to transform our team.

The long game
Consultant Mike Carson, author of  The Manager, a book 
sponsored by football rich-list authors Deloitte, references 
leadership lessons taught by top football managers, including 
Chelsea manager José Mourinho. Carson draws parallels 
between the best CEOs and football managers in how they 
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strive to introduce long-term structures and values to foster 
a culture of  success. He says: ‘Football management is not 
unlike being a senior executive where you have to balance the 
needs of  multiple parties: investors, shareholders, committees, 
customers, clients, consumers and stakeholders in general.’

Richard Bevan is chief  executive of  the League Managers 
Association (LMA), a body that represents football 
managers in England. He also believes stability is essential 
to encourage leadership in and out of  sports. Bevan tells 
Accounting and Business: ‘Scrutiny and a thirst for results 
create a challenging working environment. Football – and 
the corporate world – needs to embrace knowledge and 
experience. Better leadership and communication at the 
top will build the framework for the future and the next 
generation of  managers.

‘Expectations and a desire for success continue to rise 
and, together with the need for good results, it all adds to 
the pressures on all personnel in a club. The market in which 
a manager operates is an increasingly global one, making it 
a more complex operating environment. As budgets continue 
to tighten at clubs in light of  the financial climate and 
provisions of  financial fair play begin to bite, the manager 
has to broaden his creative skills and abilities,’ says Bevan.

‘The financial impact of  league position or of  losing 
league status also requires managers to focus on the short 
term rather than installing structures for developing the club 
long term,’ he says. ‘Sadly there is no perfect system to 
deliver success. There needs to be a combination of  many 
factors all working together in one direction, with stability 
and a framework which encourages continuity.’

Former Tottenham, Celtic and Cagliari defender, 
Ramon Vega founded his own asset management firm, 

Vega Swiss Asset Management, in 2009 after retiring 
as a player. His organisation looks after US$1bn of  
clients’ funds under advisory management, making him 
well placed to offer his thoughts. ‘There are similarities 
between the two [football and business] as you always have 
pressure to perform,’ he says. ‘On the football side this is 
something that you can really bring over into the business 
world, as you are trained from a very young age to cope 
with major pressure.’

Vega also highlights the ability to deal with people on an 
individual level as the major similarity between leadership 
roles in the two fields. He believes those in business can 
glean much from football if  they were to analyse the 
methods and behaviour of  leading coaches.

‘People skills in any form of  management are about 80% to 
90% the most important part of  the job,’ he adds. ‘Of  course, 
you also have to have knowledge and know-how of  a specific 
industry as well, but if  you have these skills and effective 
communication, then people will do the job for you very well.

‘If  managers take the time to think about it and see the 
positions of  people, then they can only learn a lot from the 
sports world.’ ■

Alex Miller, journalist

▲ UNDER PRESSURE
Brazilian coach Luiz Felipe Scolari spoke at a recent conference in 
Lisbon, Portugal, about expectations for the 2014 FIFA World Cup

FOR MORE INFORMATION:

Deloitte Football Money League 2014: http://tinyurl.
com/deloitte-league

From Pitch to Boardroom by Stuart Blyth and Christian 
Damiano is available at www.frompitchtoboardroom.com

43FOOTBALL | INSIGHT 

ACCOUNTING AND BUSINESS

http://tinyurl.com/deloitte-league
www.frompitchtoboardroom.com


FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung

TALENT DOCTOR: 
SELF-AWARENESS
Do you ever pretend to be something that you’re not? 
Most likely the answer is yes – and probably without 
even realising it.

US comedian Chris Rock once joked on a TV show: 
‘Relationships: easy to get into, hard to maintain. Why are 
they so hard to maintain? Because it’s hard to keep up 
the lie! Because you can’t get nobody being you. You got 
to lie to get somebody. You can’t get nobody looking like 
you look, acting like you act, sounding like you sound. 
When you meet somebody for the first time, you’re not 
meeting them. You’re meeting their representative!’

The same could be said about the roles we adopt in 
the workplace. To get hired, we all put forward our best 
aspects. And we maintain those behaviours in the job, 
too, for as long as we can. But that outward show – what 
psychologists call the ‘bright side’ of  our personalities – 
doesn’t always last.

When things are going well and we feel in control, we 
can mostly present to the world the way we want to be 
perceived – our bright side. Perhaps we try to be more 
assertive than we sometimes feel. Maybe we try to be 
less talkative, a better listener.

But we all have a so-called ‘dark side’, too. It slips out 
when we let our guard down – when we’re under pressure, 
tired, or bored and complacent. How do you behave then?

Do you become irritable or pushy? Perhaps you 
withdraw and become less communicative. Or something 
else entirely – more of  a risk taker, perhaps?

Too many people are unaware of  their dark side. They 
hope that their moods either don’t matter or don’t get 
noticed. But they do matter. Colleagues may not say 
anything to you about them, but they know. And they 
treat you differently because of  them.

The key to managing your dark side is to become 
aware of  it. Understand what your less desirable 
behaviours are and when they emerge. Then figure out 
what to do about them.

Begin by developing your self-awareness. Reflect. 
Spend a few minutes at the end of  each day thinking 
about your behaviour. What was your impact on 
colleagues, clients and others? Over the course of  weeks 
and months, look at patterns in how you behave.

Ask for feedback, too. Invite colleagues to tell you 
how you really are, no matter how bruising it may 
feel. Banishing illusions and delusions about yourself  
and becoming genuinely aware of  your impact is an 
important first step to becoming more effective – whether 
you’re a trainee or the chief  executive.

Finally, think about ways to prevent your dark 
side from surfacing. For example, if  you identify that 
long hours and tiredness are a trigger, prioritise breaks 
into your day. If  you get aggressive when you feel 
disrespected, look for ways to defuse such situations. 
The point is to either look for ways of  preventing such 
situations from occurring or find ways of  recovering as 
quickly as you can afterwards.

Accept that you have a dark side. Only when you know 
about it can you deal with it.

Dr Rob Yeung is a psychologist at leadership 
consulting firm Talentspace and author of more 
than 20 career and management books including 
How To Win: The Argument, the Pitch, the Job, the 
Race. He also appears as a business commentator 
on BBC, CNBC and CNN news.

Career boost
We all want to present our best face, but how do we stop our ‘dark side’ from appearing? 
Talent doctor Rob Yeung advises. Plus tips on how to cope with World Cup mania
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THE BIG BREAK: PAURAV THAKKER FCCA

THE PERFECT: 
OFFICE WORLD CUP 
Regardless of how you feel about football, in 
June and July it will be very hard to ignore. 
The FIFA World Cup, this year in Brazil, the 
sport’s spiritual home, promises to be a real 
spectacle, even if samba eclipses football. 

With people glued to television screens, 
news headlines, mobile notifications and 
online streams, this will be a headache for 
employees and employers alike as, depending 
on your time zone, your team could be 
playing bang in the middle of  a work day or 
in the early hours of  the morning. Tired, late, 
distracted and absent staff  and frustrated 
bosses are de rigeur during a World Cup 
tournament. 

So how best to combine staff  participation 
and output? It could be that acceptance and 
integration will win over denial. Bring the 
tournament into the workplace: provide in-
office screens for big games; introduce flexible 
working to suit fans, as unions in Germany are 
pushing for; set up an office sweepstake; and 
extend hours as needed. By being flexible, you 
may even enhance productivity. It’ll certainly 
be fun. Besides it’s only every four years. 

Paurav Thakker is owner of PAT & 
Associates chartered accountants in 
India, which would be enough to keep 
anyone busy. But besides working 
full-time as an accountant, he’s also a 
founder of Yates Education in Gujarat. 

‘Teaching provides a platform from 
which to immerse myself  even deeper 
into accountancy,’ Thakker says. ‘Nothing 
compares to teaching students in what 
you love, as well as knowing that your 
students are new buds that will benefit 

throughout their lives by flourishing in 
this evergreen profession. 

‘To get to where I am now took great 
effort and dedication, not only on my 
part but from my family, friends and 
tutors, for which I will always be grateful. 

‘Gaining the right experience in 
chartered accountancy firms in India 
and also at a large ACCA practice based 
in London has developed and guided  
me in becoming a more complete 
chartered accountant.’ 

WANT TO BE A CEO?
Well, you’re already in a 
good position. A typical 
FTSE 100 CEO has a  
finance background and 
holds an MBA or PhD, 
according to research by 
Robert Half. So far so good, 
but a closer look reveals the 
norm is also a male over 50 
and the profile is unchanged 
on last year.

FOR MORE INFORMATION:

www.accacareers.com

There’s also an annual 
increase in Oxbridge 
graduates running UK plcs, 
while only four women are 
FTSE 100 CEOs. It does 
little for efforts to shake off  
the ‘old boy brigade’ image. 

It’s not just the UK, 
though. In a survey of  the 
world’s largest companies, 
Strategy& found that women 
CEOs are more likely to 

lose their jobs than male 
counterparts and men are 
more likely to be promoted 
internally, with 35% of  
female CEOs hired externally 
compared with 22% of  men.

SAVE IT!
The worst excuses for being 
late to an interview, according 
to Corporate Recruiters, are: 
needing the toilet; being 

fashionably late; ‘My brother 
took my laptop’; stuck in 
traffic; and ‘It’s not you, it’s 
me.’ (Don’t we save that for 
special occasions?) ■

This page is compiled and 
edited by Neil Johnson
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and operating in more than 
one country. It requires 
knowledge and skills 
beyond normal business 
expectations, such as 
familiarity with local market 
and competitive conditions, 
the legal and financial 
environment, the capability 
to do multicurrency 
transactions and managing 
across borders. 

This definition stresses 
the need for a much more 
advanced set of  skills than 
managing within national 

borders. It demands 
extensive knowledge of  local 
conditions and adaptability.

As with strategic 
management and 
management theories, one 
might visualise international 
management as running 
across the more functional 
areas like marketing, finance 
and people/organisation.

So what does this all 
mean? Do you need an 
international strategy?

Welcome to this sixth series 
of articles, which deals 
with international and 
corporate management. So 
far these mini MBA series 
have covered competitive 
strategy, financial strategy, 
management theories, 
marketing, and organisation 
and people; we now turn to 
international management 
and corporate management. 

This series will cover: 

*  what international 
management is (this 
article)

* developing international 
strategies (article 2)

* making effective 
acquisitions (article 3)

* managing alliances 
(article 4)

* divestment: breaking up 
is hard to do (article 5).

Definition
International management 
is the management of  
business operations in an 
organisation serving markets 

What does this mean?
International management 
can mean a number 
of  things: exporting 
sporadically to other 
countries; having a more 
established export strategy; 
having international agents, 
partners, or perhaps a direct 
sales force in a number 
of  countries; even having 
supply and/or production 
facilities overseas; 
businesses can also make 
acquisitions abroad, which 
is a whole new ball game 

and one in which risks may 
well compound.

A classic on international 
management is George 
Yipp’s Total Global Strategy: 
Managing for Worldwide 
Competitive Advantage. Yipp 
emphasises that developing 
an international strategy 
requires the consideration 
of  a lot more than in more 
run-of-the-mill competitive 
strategy, for instance:

* To what extent is a market 

truly global? In other 
words, is there a single, 
world marketplace?

* In what respects is 
the market more, or 
less, global? It may be 
possible, for example, to 
have a global brand but 
not global production and 
sourcing operations. 

* Some markets will 
have globally common 
competitors and some 
will not. Even when there 
are global competitors, 
they may vary hugely 
in the extent to which 
they can manage to co-
ordinate any attack or 
defence against you. You 
will certainly find some 
huge corporations locked 
in global combat, such 
as Coca-Cola vs Pepsi, or 
Apple vs Samsung, but in 
many other more globally 
fragmented markets that 
will not be the case.

This, in turn, invites the very 
big questions of:

* Are your markets global 
now?

* To what extent and how 
is that the case?

* What are the options 
for dealing with these 
opportunities and 
threats?

* How attractive are 
these and what are the 
implications for you in 
the longer term?

* If  you are going to do 
business internationally, 
what would your strategic 
objectives be?

There has been a lot of  
hype here around markets 
‘globalising’ but in reality, 
as Yipp stresses, a market 
may be very global in 
one respect but not in 
another. For instance, 

International management
Starting a new series, Dr Tony Grundy discusses the factors 
affecting business across borders and how to manage them
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the car market is global 
in terms of  distribution 
and in some marketing 
(although incompletely, 
as domestic manufacturers 
are still influential), but 
production still takes 
place predominantly 
in the manufacturer’s 
home country.

In the theory of  
international management 
it has always been useful 
to ‘think global but act 
local’, as is personified 

in the (often funny) 
HSBC adverts, which 
emphasise the importance 
of  understanding local 
customers’ culture.

Borders and cultures still 
exist, but in the internet 
age and the spread of  a 
common language – we are 
lucky it is English – they are 
easier and easier to cross. 
This is so much so that it 
is sad not to think about 
what your international 
marketplace is – that would 
be such a good agenda for 
an away-day for any board!

Objectives
Picking up the point on 
strategic objectives above, 
there might be a number 
of  objectives for having an 
international strategy:

* Global markets are vast 
and some are developing 
very fast. For example, 
in the BRICS countries 
(Brazil, Russia, India, 
China and South Africa), 
demand is growing while 
there is poor demand in 
the West.

* Some products and 
services have a different 
appeal as they cross 
borders. In the Middle 
East, Africa and Central 

Europe, for example, 
executives will pay good 
money to hear a British 
academic speak. Some 
people will still pay very 
high prices for British 
cars – that’s Rolls-Royce 
and Bentley these days 
(Rover is gone).

* There may be economies 
of  scale.

* Not being there might 
be dangerous – if  a 
market transforms into 
a much more global one, 

then purely domestic 
operations may be 
marginalised and become 
uncompetitive.

A word of  warning here is 
that global expansion which 
is not tested out through 
robust strategic analysis 
can easily destroy rather 
than create economic value, 
particularly if  margins are 
reduced to gain entry to the 
market and the full burden 
of  costs is not allocated in 
order to make the overseas 
numbers look good… beware 
the accountant! 

How to begin
The development of  any 
international strategy often 
begins with something that 
is very much an ‘emergent 
strategy’ (see my earlier 
articles on ‘strategy’ in 
Accounting and Business). 
This is when the first moves 
occur through opportunities 
presenting themselves; 
these are then exploited very 
much as an experiment, with 
no particularly clear plan in 
mind. The difficulty comes 
when this becomes the set 
pattern – in the words of  
one client, ‘Yes, I think we 
do have activities which 
seem to be in a slightly 

▌▌▌A CLIENT ONCE TOLD ME: ‘IT MIGHT SEEM 
STRANGE WE HAVE A PRESENCE IN MONGOLIA BUT OUR 
FOUNDER HAD A BIG THING ABOUT GENGHIS KHAN’

random set of  countries; 
in truth I think some of  our 
staff  just wanted to be in 
certain countries.’ Another 
client once told me: ‘It 
might seem strange that we 
have a presence in Mongolia 
but our founder had a big 
thing about Genghis Khan.’ 

Clearly such an emergent 
approach is unlikely to work 
very well for long. Indeed, 
the blind urge to expand 
internationally is one of  the 
destroyers of  shareholder 

value in companies without  
a solid and sound 
international strategy.

I still remember running 
a workshop for a very 
well-known independent 
health insurance provider 
some 15 or more years 
ago at a most expensive 
retreat in the Cotswolds. 
One of  the directors was 
really keen on developing 
the business’s international 
strategy. At that point it had 
no international strategy, 
and we had just two days to 
develop a viable model. 

I asked them: ‘So by what 
criteria should we evaluate 
any strategic options?’

Along the lines of  a 
tailored version of  the 
strategic option grid (see my 
strategy series), there were 
five key criteria: the grid is 
a matrix of  all the strategic 
options (horizontal) against 
the criteria (vertical) with 
scores displayed in each cell 
of  the matrix, and the total 
score for each option. 

I argued that we 
should split ‘strategic 
attractiveness’ between 
two criteria: market 
attractiveness (growth 
rate, competitive pressure, 
etc) and potential 
competitive advantage.

But this particular 
director didn’t want to 
apply the second criterion 
because the business was 
not actually in any of  these 
markets. I argued that some 
markets would be more 
hostile to a British brand, to 
new entrants anyway, and 
harder to set up competitive 
operations in.

At one point it seemed 
almost as though, without 
at least the guiding hand 
of  the (then new) CEO, that 
they would expand far too 
randomly and too fast. I 
noticed a globe in the room 
so I threw myself  over it and 
told them: ‘I don’t care what 
you can’t see but you are not 
going here. You are not going 
to succeed if  you do more 
than two countries a year! 
As you can’t seem to, I am 
going to choose for you: 
you are only going to do two 
a year!’ As a Dilbert cartoon 
once observed: ‘Strategy is 
often about saying no.’ 

And for the first five or 
so years that was exactly 
the business’s rate of  
expansion, based on the 
chosen criteria. They now 
have operations in around 
50 countries, carefully 
cascaded out – it worked!

Next month – more 
on developing strategies 
internationally. ■

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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the huge costs (because 
costs motivate boards).

* ‘Spreadsheet forecasts 
are likely to be materially 
wrong and could possibly 
lead to legal action 
by investors because 
experts have already 
stated publicly that 
large spreadsheets, with 
more than 150 rows, 
are not appropriate for 
forecasting.’

* ‘A planning tool can 
improve the quality of  
reporting and often 
incorporates performance 
measures such as 
balanced scorecards.’

Getting the green light 
One important step in 
selling change is to get 
the people who matter, 
the organisation’s sages, 
behind you before you sell 
to your senior management 
team. These sages are the 
individuals who, although 
often buried deep in the 
organisation, almost 
everyone turns to for advice.

This can be done in a 
focus group workshop. The 
aim of  the day is to get a 
collective understanding 
of  the issues of  the past, 
present the new solution 
and listen to the ‘wisdom’ 
from the sages.

Then in the final session 
of  the workshop, ask the 
attendees: ‘In your opinion, 
is this project to move 
forecasting and planning 
to a planning tool a green, 
amber or red light?’

This focus group 
workshop is important for 
the following reasons:

* Such a project can have 
many pitfalls and many 
have failed to deliver. 

Last month I argued that 
there should be a limit of 
100 rows for a spreadsheet 
used within the finance 
team. This article looks at 
how to sell the concept of a 
planning tool to the senior 
management team.

Acquiring a planning tool 
is a major step forward, 
and one that needs to be 
pursued, not only for your 
organisation’s future, but 
also for the future careers 
of  the finance team. Soon, 
a career prerequisite is 
likely to be planning tool 
experience, and, conversely, 
being a spreadsheet guru is 
likely to be career-limiting.

Emotional drivers
Rarely is anything sold by 
logic. Sales are made with 
emotional drivers. Many 
finance team initiatives fail 
because the team attempts 
to change the culture 
through selling by logic 
and issuing commands. It 
does not work. The planning 
tool project needs a public 
relations machine behind 
it. No presentation, email, 
memo or paper should go 
out unless it has been vetted 
with the help of  a PR expert. 
And all your presentations 
should be tailored to suit the 
emotional drivers of  your 
different audiences.

Here are some emotional 
drivers to use in selling 
senior management on a 
planning tool acquisition:

* ‘Spreadsheet solutions 
for forecasting involve 
many long evenings and 
weekends away from 
family and friends.’

* ‘Spreadsheet forecasts 
are expensive to run.’ 
Provide an estimate of  

Selling change
Planning tools can be essential to secure an organisation’s future success. David 
Parmenter explains how to sell their acquisition to a reluctant management team

FOR MORE INFORMATION:

www.davidparmenter.com

www.davidparmenter.com/courses

The focus group and 
workshop can help assess 
whether this project has a 
chance and ascertain the 
hurdles and barriers.

* A wide ownership is 
required throughout the 
organisation, and a focus 
group can have a huge 
impact on achieving this 
ownership.

* The foundation stones of  
forecasting and planning 
must be understood and 
put in place early on in 
the project.

* A ‘green light’ from the 
focus team will sell the 
senior management team 
on the need to invest in 
this process.

* The focus group can  
give valuable input  
into an implementation 
blueprint, a vital step 
towards a successful 
implementation. ■

David Parmenter is a 
writer and presenter on 
measuring, monitoring and 
managing performance

1 Visit some organisations in your sector that are 
using planning tools and absorb their advice

2 Start a campaign pointing out the weaknesses of  
using spreadsheets, using in-house war stories

3 Create a sales pitch using the advice of  a PR expert
4 Hold a focus group meeting for your organisation’s 

sages – if  you want a template, send me an email 
(parmenter@waymark.co.nz).

NEXT STEPS
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For many years, regulators 
and standard-setters have 
grappled with the issue 
of how entities should 
best present financial 
performance and not 
mislead the user. Many 
jurisdictions have enforced 
a standard format for 
performance reporting, 
with no additional analysis 
permitted on the face of  
the income statement. 
Others have allowed 
entities to adopt various 
methods of conveying the 
nature of ‘underlying’ or 
‘sustainable’ earnings.

Although financial 
statements are prepared 
in accordance with 
applicable financial 
reporting standards, users 
are demanding more 
information and issuers 
seem willing to give users 
their understanding of  the 
financial information. This 
information varies from the 
disclosure of  additional key 
performance indicators of  
the business to providing 
more information on 
individual items within the 
financial statements. These 
additional performance 
measures (APMs) can assist 
users in making investment 
decisions, but they do  
have limitations.

Common practice
It is common practice 
for entities to present 
APMs, such as normalised 
profit, earnings before 
interest and tax (EBIT) and 
earnings before interest, 
tax, depreciation and 
amortisation (EBITDA). 
These alternative profit 
figures can appear in 
various communications, 

including company media 
releases and analyst 
briefings. Alternative profit 
calculations normally 
exclude particular income 
and expense items from 
the profit figure reported 
in the financial statements. 
Also, there could be the 
exclusion of  income 
or expenses that are 
considered irrelevant from 
the viewpoint of  the impact 
on this year’s performance 
or when considering the 
expected impact on future 
performance. 

An example of  the 
latter has been gains or 
losses from changes in 
the fair value of  financial 
instruments. The exclusion 
of  interest and tax helps 

to distinguish between 
the results of  the entity’s 
operations and the impact 
of  financing and taxation. 

These APMs can 
help enhance users’ 
understanding of  the 
company’s results and 
can be important in 
assisting users in making 
investment decisions, as 
they allow them to gain a 
better understanding of  an 
entity’s financial statements 
and evaluate the entity 
through the eyes of  the 
management. They can also 
be an important instrument 
for easier comparison of  
entities in the same sector, 
market or economic area. 

However, they can be 
misleading due to bias in 

calculation, inconsistency 
in the basis of  calculation 
from year to year, inaccurate 
classification of  items 
and, as a result, a lack of  
transparency. Often there is 
little information provided 
on how the alternative profit 
figure has been calculated 
or how it reconciles with 
the profit reported in the 
financial statements. 

The APMs are also 
often described in terms 
which are neither defined 
by issuers nor included 
in professional literature 
and thus cannot be easily 
recognised by users. 

APMs include: 

* all measures of  financial 
performance not 
specifically defined by 

Catering to user demands
Additional performance measures can assist users in making 
investment decisions but they have limitations, says Graham Holt

▌▌▌APMs APPEAR TO BE USED BY SOME ISSUERS TO 
PRESENT A CONFUSING OR OPTIMISTIC PICTURE OF 
THEIR PERFORMANCE BY REMOVING NEGATIVE ASPECTS
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the applicable financial 
reporting framework

* all measures designed 
to illustrate the physical 
performance of  the 
activity of  an issuer’s 
business

* all measures disclosed 
to fulfil other disclosure 
requirements included 
in public documents 
containing regulated 
information. 

An example demonstrating 
the use of  APMs is the 
financial statements of  
Telecom Italia Group for the 
year ended 31 December 
2011. These contained a 
variety of  APMs as well as 
the conventional financial 
performance measures 
laid down by International 
Financial Reporting 
Standards. The non-IFRS 
APMs used in the Telecom 
Italia statements were:
EBITDA. Used by Telecom 
Italia as the financial target 
in its internal presentations 
(business plans) and in its 
external presentations 

are outside the scope of  
the financial statements. In 
2012, the Financial Markets 
Authority (FMA) in the UK 
issued a guidance note 
on disclosing APMs and 
other types of  non-GAAP 
financial information, such 
as underlying profits, EBIT 
and EBITDA. 

APMs appear to be used 
by some issuers to present 
a confusing or optimistic 
picture of  their performance 
by removing negative 
aspects. There seems to 
be a strong demand for 
guidance in this area, but 
there needs to be a balance 
between providing enough 
flexibility, while ensuring 
users have the necessary 
information to judge the 
usefulness of  the APMs.

To this end, the European 
Securities and Markets 
Authority (ESMA) has 
launched a consultation on 
APMs. The aim is to improve 
the transparency and 
comparability of  financial 
information while reducing 
information asymmetry 
among the users of  financial 
statements. ESMA also 
wishes to improve coherency 
in APM use and presentation 
and restore confidence in 
the accuracy and usefulness 
of  financial information. 

ESMA has therefore 
developed draft guidelines 
that address the concept 
and description of  
APMs, guidance for the 
presentation of  APMs and 
consistency in using APMs. 
The main requirements are:

* Issuers should define 
the APM used, the basis 
of  calculation and give 
it a meaningful label 
and context.

EBITDA and EBIT. These 
measures express changes 
in revenues, EBITDA and 
EBIT, excluding the effects 
of  the change in the scope 
of  consolidation, exchange 
differences and non-organic 
components constituted 
by non-recurring items and 
other non-organic income 
and expenses. The organic 
change in revenues, EBITDA 
and EBIT is also used in 
presentations to analysts 
and investors. 
Net financial debt. Telecom 
Italia saw net financial debt 
as an accurate indicator 
of  its ability to meet its 
financial obligations. It 
is represented by gross 
financial debt less cash and 
cash equivalents and other 
financial assets. The report 
on operations includes two 
tables showing the amounts 
taken from the statement of  
financial position and used 
to calculate the net financial 
debt of  the group and parent.

and related financial assets 
and liabilities.

Evaluating APMs
The International Accounting 
Standards Board (IASB) is 
undertaking an initiative to 
explore how disclosures in 
IFRS financial reporting can 
be improved. The project has 
started to look at possible 
ways to address the issues 
arising from the use of  
APMs. This initiative is made 
up of  a number of  projects. 
It will consider such things 
as adding an explanation 
in IAS 1 that too much 
detail can obscure useful 
information and adding more 
explanations, with examples, 
of  how IAS 1 requirements 
are designed to shape 
financial statements instead 
of  specifying precise terms 
that must be used. This 
includes whether subtotals 
of  IFRS numbers such as 
EBIT and EBITDA should be 
acknowledged in IAS 1.

In the UK, the Financial 
Reporting Council 

(to analysts and investors). 
The entity regarded 
EBITDA as a useful unit of  
measurement for evaluating 
the operating performance 
of  the group and the parent.
Organic change in revenues, 

Adjusted net financial 
debt. A new measure 
introduced by Telecom Italia 
to exclude effects that are 
purely accounting in nature 
resulting from the fair value 
measurement of  derivatives 

supports the inclusion 
of  APMs when users are 
provided with additional 
useful, relevant information. 
In contrast, the Australian 
Financial Reporting Council 
feels that such measures 
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* APMs should be 
reconciled to the financial 
statements. 

* APMs that are presented 
outside financial 
statements should be 
displayed with less 
prominence.

* An issuer should provide 
comparatives for APMs 
and the definition and 
calculation of  the APM 
should be consistent over 
time. 

* If  an APM ceases to be 
used, the issuer should 
explain its removal and 
the reasons for the newly 
defined APM.

However, these guidelines 
may not be practicable 
when the cost of  providing 
this information outweighs 
the benefit obtained or 
the information provided 
may not be useful to users. 
Issuers will most likely 
incur both implementation 
costs and ongoing costs. 
Most of  the information 
required by the guidelines is 
already collected for internal 

grounded projections 
and estimates of  future 
cashflows and assist 
in equity analysis and 
valuations. The information 
provided by issuers in 
complying with these 
guidelines will increase 
the level of  disclosures, 
but should lead issuers to 
provide more qualitative 
information. The national 
competent authorities will 
have to implement these 
guidelines as part of  their 
supervisory activities 
and provide a framework 
against which they can 
require issuers to provide 
information about APMs. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
University Business School

FOR MORE INFORMATION:

ESMA’s consultation on APM guidelines is at  
http://tinyurl.com/p3a4ro5

management purposes, but 
may not be in the format 
needed to satisfy the 
disclosure principles. 

ESMA believes that the 
costs will not be significant 
because APMs should 
generally not change 
over periods. Therefore, 
ongoing costs will relate 
almost exclusively to 
updating information for 
every reporting period. 
ESMA believes that the 
application of  these 
guidelines will improve the 
understandability, relevance 
and comparability of  APMs.

Application of  the 
guidelines will enable 
users to understand the 
adjustments made by 
management to figures 
presented in the financial 
statements. ESMA believes 
that this information will 
help users to make better-
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interests of  directors in 
transactions; and more. 
See http://tinyurl.com/
HKICPA-handbook

REFORM OF OPEN-ENDED 
FUND STRUCTURES
The Hong Kong government 
is consulting on plans to 
create a new open-ended 
fund company structure to 
complement the special 
administrative region’s 
existing unit trusts. The 
reform aims at providing 
fund managers with more 
flexibility in the choice of  
fund legal structures by 
allowing investment funds to 
be set up in a corporate form. 
Comments are welcome 
until 19 June. See http://
tinyurl.com/govhk-OFC

MUTUAL MARKET 
ACCESS PILOTED
The China Securities 
Regulatory Commission 
(CSRC) and the Hong Kong 
Securities and Futures 
Commission will launch a 
pilot programme (Shanghai 
– Hong Kong Stock Connect) 
for establishing mutual 
stock market access 
between mainland China 
and Hong Kong. Under the 
pilot programme, investors 
through Hong Kong brokers 
and a securities trading 
service company to be 
established by the Stock 
Exchange of  Hong Kong 
(SEHK) will be able to place 
orders to trade eligible 
shares listed on Shanghai 
Stock Exchange (SSE) by 
routing orders to SSE. 
Eligible investors through 
mainland securities firms 
and a securities trading 
service company to be 
established by SSE will be 

CHINA

SMALL COMPANIES TAX 
THRESHOLD CHANGE
Small-sized companies 
in China with annual 
taxable income less than 
Chinese yuan renminbi 
CNY100,000 (US$16,031) 
will pay corporate income 
tax based on just half  of  
these earnings and enjoy 
a lower tax rate of  20%, 
compared with the average 
25%, according to a revised 
tax incentive policy released 
on 18 April by China’s State 
Administration of  Taxation. 
A previous version, issued 
in 2011, set CNY60,000 
as a lower threshold for 
companies to benefit from 
lower tax rates. The new 
policy will be effective until 
the end of  2016. To be 
eligible, companies cannot 
employ more than 100 
staff  and total assets above 
CNY30 million for industrial 
enterprises, and 80 staff  and 
assets of  CNY10 million for 
companies in other sectors. 
www.chinatax.gov.cn

HONG KONG

SME REPORTING 
REQUIREMENTS
Hong Kong has revised its 
financial reporting rules 
for small- and medium-
sized businesses, generally 
increasing the amount 
of  information that 
must be included in full 
financial statements and 
directors’ reports. With 
some exemptions, these 
must, for example, include 
information on directors’ 
emoluments; retirement and 
termination benefits; loans 
and quasi-loans; material 

able to place orders to trade 
eligible shares listed on 
SEHK by routing orders to 
SEHK. See http://tinyurl.
com/HKEx-mutualaccess

SINGAPORE

MOU SIGNED WITH 
BRUNEI BODY
Brunei’s monetary authority 
(Autoriti Monetari Brunei 
Darussalam) and the 
Monetary Authority of  
Singapore have signed 
a memorandum of  
understanding on bilateral 
cooperation where the 
two bodies will work 
together on capital market 
development and financial 
capacity building. They will 
also exchange views and 
best practice on monetary 
management and operations; 
human resources; 
information technologies; 
banking supervision; and 
payment and settlement. 
www.ambd.gov.bn

AUDIT ADJUSTMENTS 
TALLY REQUESTED
Singapore’s ACRA has 
commissioned the 
Singapore Management 
University’s school of  
accountancy to study audit 
adjustments posted in the 
financial statements for 
the financial year ending 
December 2013. The goal 
is measuring the quality of  
financial reporting based on 
how many adjustments were 
made. See http://tinyurl.
com/ACRA-audit

CONSULTATION ON  
RISK MANAGEMENT
The Singapore Accounting 
Standards Council (ASC) has 
given Singapore accountants 

and auditors until 17 
October to comment on a 
discussion paper from the 
International Accounting 
Standards Board (IASB) on 
‘accounting for dynamic risk 
management: a portfolio 
revaluation approach to 
macro hedging’. See http://
tinyurl.com/ASC-IASB

SRI LANKA DOUBLE 
TAXATION REVISED
Sri Lanka and Singapore 
have signed a revised 
avoidance of  double taxation 
agreement. Changes to the 
previous agreement include 
the lowering of  withholding 
tax rates for dividends and 
royalties, and new rules on 
determining the location of  
permanent establishments. 
The new agreement also 
incorporates internationally 
agreed standards for 
exchanging tax-related 
information. These changes 
are expected to enhance 
trade and investment flows 
between the two countries, 
said a note from the 
Inland Revenue Authority 
of  Singapore. See http://
tinyurl.com/doubletaxation

MALAYSIA

TAX DEFAULTERS PUT 
UNDER OBSERVATION
The Inland Revenue Board 
of  Malaysia has introduced 
a ‘monitoring deliberate 
tax defaulters’ programme, 
where non-compliant 
taxpayers are kept under 
close scrutiny until they 
establish a record of  
prompt tax payments. If  
they fail, the programme 
will conduct a full audit on 
these target tax defaulters.  
www.hasil.gov.my 

Technical update 
A monthly round-up of the latest developments in financial reporting, audit, taxation, 
guidelines, agreements and legislation from across Asia Pacific
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VENTURE CAPITAL TAX 
INCENTIVES AMENDED
The Malaysia Securities 
Commission has amended 
the country’s venture-capital 
tax-incentive guidelines, 
effectively removing a five-
year income tax exemption 
on most statutory income. 
The only exemption would 
be interest from savings or 
fixed deposits and Shariah-
based deposit profits for 
venture-capital companies 
that invest more than 30% 
as seed capital, start-up 
or early-stage. See http://
tinyurl.com/noafxxq

CONDUCT GUIDELINES 
FOR STOCKBROKERS
New guidelines on market 
conduct and business 
practices for stockbroking 
companies and licensed 
representatives have been 
released by the Malaysia 
Securities Commission. 
They lay down and elaborate 
11 core principles of  
practice, namely: working 
with integrity; skill, care and 
diligence; careful supervision 
and control; adequate 
finance; fair market conduct; 
prioritising customer 
interests; safeguarding 
their assets; good client 
communications; avoiding 
conflicts of  interest; having 
a regulatory compliance 
policy; and dealing with 
regulators cooperatively. See 
http://tinyurl.com/omtqdrl

AUSTRALASIA

ASIA REGION FUNDS 
PASSPORT PROPOSALS
Australia, New Zealand, 
Philippines, Singapore, 
South Korea and Thailand 
have released a joint 
consultation paper on 
proposed rules for the 
planned Asia Region Funds 
Passport, which will promote 
cross-border collective 
investment schemes in 
participating countries. 
It allows fund managers 

SINGAPORE BEEFS UP ACCOUNTING REGULATOR
The Singapore Parliament has beefed up the powers of the country’s accounting 
regulator, especially over corporate service providers. MPs passed an accounting 
and corporate regulatory authority (amendment) bill, which will insist corporate 
service providers be registered as filing agents, able to help companies with 
their establishment, legal advice, regulatory filings, office hosting and secretarial 
services. Registration will oblige them to undertake customer due diligence 
and transaction monitoring on clients, including obtaining beneficial ownership 
information and filing suspicious transaction reports where necessary. 

Singapore’s Accounting and Corporate Regulatory Authority (ACRA) will assume 
powers to punish rule transgressors with fines, registration suspensions and 
cancellations. Finance minister Josephine Teo said: ‘Besides mitigating the risks 
of  money laundering and terrorism financing, [the reforms] will also raise the 
professional standing of  corporate service providers.’

In addition, Singapore has also boosted the investigative powers of  ACRA, so it can 
stage verbal questioning, producing written evidence from the records. And it will also 
be able to raid premises when probing accounting or corporate law infringements, 
taking photographs or video recordings. See tinyurl.com/ACRA-act

to offer investments in 
other passport member 
economies using a 
streamlined authorisation 
process. Comments by 
11 July. See http://tinyurl.
com/APEC-ARFP

QUALIFICATIONS TO BE 
BETTER RECOGNISED
An expression of  intent 
agreement could ease 
the mutual recognition of  
accounting qualifications 
gained in Singapore, 
Australia and New Zealand. 
The Institute of  Chartered 
Accountants Australia (ICAA), 

the New Zealand Institute 
of  Chartered Accountants 
(NZICA), the Singapore 
Accountancy Commission 
and the Institute of  Singapore 
Chartered Accountants, have 
agreed to explore establishing 
a closer relationship. This 
could include a reciprocity 
agreement showing how 
members of  one body 
become members of  
another. The agreement 
follows the vote by ICAA 
and NZICA members to 
merge these bodies, which 
should happen this year. See 
http://tinyurl.com/SAC-EoI

INTERNATIONAL

PRESENTATION OF 
FINANCIAL STATEMENTS
The International Accounting 
Standards Board has issued 
for comment ED/2014/1, 
Disclosure Initiative: Proposed 
amendments to IAS 1 
Presentation of Financial 
Statements. It is open for 
comment until 23 July. 
The consultation can be 
found at http://tinyurl.
com/l4nmzme ■

Keith Nuthall and Wang 
Fangqing, journalists 

▲ REGULATORY LANDSCAPE
ACRA has been empowered to step up vigilance in Singapore
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financial performance and 
cashflows of  an entity. It 
also provides management 
with an opportunity to 
explain its objectives and 
its strategies for achieving 
those objectives. Users 
routinely use the type of  
information provided in 
management commentary 
to help them evaluate an 
entity’s prospects and its 
general risks, as well as the 
success of  management’s 
strategies for achieving its 
stated objectives. 

The underlying 
principle of  management 
commentary is to provide 
management’s view of  
the entity’s performance, 
position and progress; 
and to supplement and 
complement information 
presented in the financial 
statements. This is 
best achieved when the 
commentary is forward 
looking and provides 
qualitative characteristics 
that supplement and 
complement information 
contained in the financial 
statements – providing 
additional explanations of  
amounts presented in the 
financial statements and 
including information that 
is not presented there. 
Ultimately, the information 
should be useful for 
decision making. 

Management commentary 
should be clearly identified 
and distinguished from 
other information (say, 
in the annual report) and 
should incorporate a 
statement on the extent of  
compliance with the practice 
statement/SOP 3.

The practice statement/
SOP 3 sets out five key 

The users of financial 
information come in 
all shapes and sizes, 
with distinct needs and 
expectations. Many 
generally look for 
information that enables 
them to better understand 
what has taken place in the 
organisation, as well as to 
get a ‘sneak peak’ at its 
potential, prospects and 
future plans. 

With this in mind, the 
International Accounting 
Standards Board (IASB) 
issued a practice 
statement on Management 
Commentary on 8 December 
2010, thereafter issued in 
Malaysia by the Malaysian 
Accounting Standards Board 
(MASB) as Statement of 
Principles 3 ‘Management 
Commentary’ (SOP 3) on 
28 February 2013, which 
is equivalent to the IASB’s 
International Financial 
Reporting Standard (IFRS) 
practice statement. 

Background
It is important to note that 
the practice statement/
SOP 3 is not a financial 
reporting standard but 
instead provides a broad, 
non-binding framework 
for the presentation of  
management commentary 
to accompany financial 
statements prepared 
using IFRS/MFRS, which 
may also be applied by  
non-listed entities that 
prepare IFRS financial 
statements that include 
management commentary. 

A management 
commentary is a narrative 
report that provides 
information to interpret 
the financial position, 

elements that are regarded 
as crucial information for 
the understanding of  the 
users (see above).

Presentation of  
management 
commentary 
While the practice 
statement/SOP 3 sets out 
the principles, qualitative 
characteristics and 
elements that are essential 
in providing users of  
financial reports with useful 
information, the form and 
content of  management 
commentary may vary by 
entity, depending on the 
particular circumstances 
of  their business, including 
the legal and economic 
circumstances of  individual 
jurisdictions. This flexible 
approach is envisaged to 
generate more meaningful 
disclosure relating to 

matters that are most 
relevant to their individual 
circumstances. 

Whatever the form 
chosen, the management 
commentary should:

* address the principles 
and five key elements 
set out in the practice 
statement/SOP 3

* be consistent with 
its related financial 
statements. For 
example, if  the financial 
statements include 
segment information, the 
information presented 
in the management 
commentary should 
reflect that segmentation

* avoid duplication of  
disclosures made in the 
notes to its financial 
statements in its 
management commentary

* avoid generic disclosures 
that do not relate 

Adding value
The IASB’s practice statement on management commentary and the 
MASB’s SOP 3 provide a framework, explains Ramesh Ruben Louis

FIVE KEY PRINCIPLES

Management’s 
objectives and 

strategies

Nature of  
business

Entity’s  
resources, 
risks and 

relationships

Results of  
operations and 

prospects

Critical 
performance 
measures and 

indicators
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to the practices 
and circumstances 
of  the entity and 
insignificant disclosures.

Nature of  business 
Usually set forth as 
a starting point for 
users to assess and 
understand an entity’s 
performance, strategic 
options and prospects, 
this element encompasses 
a description of  the 
business to help users 
of  the financial reports 
gain an understanding 
of  the entity and the 
external environment in 
which it operates. Among 
others, this would entail a 
discussion of  macro-level 
information such as:
A the industries in which 

the entity operates
B the entity’s main markets 

and competitive position 
within those markets 

C significant features of  
the legal, regulatory 
and macroeconomic 
environments that 
influence the entity and 
the markets in which 
the entity operates, and 
micro-level information

D the entity’s main 
products, services, 
business processes and 
distribution methods

E the entity’s structure and 
how it creates value.

Management’s 
objectives and 
strategies
Under this element, 
management should 
disclose information to 
enable users to assess the 
strategies adopted by the 
entity and the likelihood 
that those strategies will 
be successful in meeting 
management’s stated 
objectives, including action 

to be undertaken and 
resources that must be 
managed to deliver results. 
For example, information 
about how management of  
a mobile phone company 
intends to address new 
technology, rapid consumer 
behaviour and expectations, 
and its related threats and 
opportunities, provides 
users of  financial reports 
with insight that can 
help in their assessment 
of  the entity’s future 
performance. Management’s 
measurement of  success 
and time frame to achieve 
those objective and 
strategies should also 
be discussed.

Management should 
discuss significant changes 
in an entity’s objectives 
and strategies from 
the previous period or 
periods. Discussion of  
the relationship between 
objectives, strategy, 
management actions and 
executive remuneration is 
also helpful.

The discussion in this 
section will likely not be 
lengthy as many 
entities would 
consider that 
a detailed 

discussion would risk 
divulging commercially 
sensitive information 
and give away 
competitive advantage. 

Resources, risks and 
relationships
An entity’s value has a 
direct correlation to how 
it manages its resources, 
risks and relationships. 
Therefore, information in 
these three areas would 
provide users with a better 
appreciation of  the entity’s 
management capabilities. 

Management should set 
out critical financial and 
non-financial resources 
(such as its employees) 
available to the entity 
and how they are used in 
meeting management’s 
stated objectives as well as 
its long-term sustainability. 
Analysis of  the adequacy of  
the entity’s capital structure, 
financial arrangements 
(whether or not recognised 
in the statement of  financial 

position), 
liquidity 

and cashflows, and 
human and intellectual 
capital resources, as 
well as plans to address 
any surplus resources or 
identified and expected 
inadequacies, are examples 
of  disclosures that can 
provide useful information.

In terms of  risks and 
disclosures about the 
entity’s principal risk 
exposures (and changes), 
coupled with its risk-
mitigating strategy and 
how effective those are, 
would form the crux of  the 
discussion. This information 
is crucial to assess the 
risks faced by the entity 
and possible/potential 
uncertainties. The key risks 
that should be included 
in the analysis would be 
strategic, commercial, 
operational and financial, 
and should be discussed not 
only from the perspective 
of  adverse consequences 
but also in light of  potential 
opportunities to the entity, if  
managed properly. It would 
be imperative that the » 
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entity’s resources, risks 
and relationships. 

It is quite common that 
the following information, 
where presented and 
discussed for the current 
and prior periods, will equip 
users to meet those needs 
and concerns:

* operating results and 
profitability 

* liquidity 

* shareholders’ value 
or returns

* net worth and market 
values 

* debt management. 
Many entities usually 
provide this information as 
‘financial highlights’ in their 
annual reports.

Management should 
provide an analysis of  the 
prospects of  the entity, 
which may include targets 
for financial and non-
financial measures and, 
where quantified, the risks 
and assumptions used. 

Critical performance 
measures/indicators 
Users of  financial 
information are more familiar 
with performance-related 
information that is used and 
monitored by management 

discussion on risks (and risk 
management) be aligned 
with the entity’s objectives 
and strategies. 

Under this element, 
management should 
also identify significant 
relationships that the entity 
has with its stakeholders, 
how these relationships 
are managed and how 
they are likely to affect the 
performance and value of  
the entity. 

Results of  operations 
and performance
For many, this may 
likely be the highlight 
and focal point of  the 
management commentary. 
It is undeniable that 
many users of  financial 
information look for 
supplementary and 
complementary analysis 
that will enable them to 
make better sense of  the 
main financial statements, 
especially in terms of  
whether the entity has 
delivered results in line with 
expectations and, implicitly, 
how well management has 
understood the entity’s 
market, executed its 
strategy and managed the 

to enable 
them to assess 

and evaluate 
the entity’s 

performance against stated 
objectives and strategies. 
To address this need, 
management should disclose 
performance measures and 
indicators (both financial 
and non-financial) that are 
used by management to 
assess progress against its 
stated objectives. 

Some key pointers 
to take note of  when 
discussing performance 
measures and indicators 
include:

* comparability with 
industry and/or 
in general

* if  there are changes 
from prior period, an 
explanation of  why and 
how it has changed

* any adjustments or 
variations from that 
presented in the main 
financial statements 

        *definition and 
explanation 
of  measures 
and indicators 

not defined or 
required by IFRS/

MFRS, including its 
relevance to users

*reconciliation of  
measures and indicators 
with those that are 
presented in the main 
financial statements. 

Conclusion and 
outlook
Management commentary 
is a component of  a more 
coherent and integrated 
form of  reporting that 
sets out a context for 
better understanding and 
usefulness of  financial 
information, especially the 
financial statements. When 
prepared with the needs 
and concerns of  the users 
in mind, management 
commentaries will certainly 
add value to the financial 
statements. With the 
issuance of  MASB’s SOP3 
in 2013, it is hoped that the 
‘full benefits’ of  financial 
reporting will be further 
enhanced in Malaysia in the 
coming years. ■

Ramesh Ruben Louis is 
a professional trainer 
and consultant in audit 
and assurance, risk 
management and corporate 
governance, corporate 
finance and public 
practice advisory

FOR MORE INFORMATION:

Malaysian Accounting Standards Board:  
www.masb.org.my

International Accounting Standards Board:  
www.ifrs.org
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Asia is the world’s most 
dynamic MBA market, with a 
20% growth rate. India and 
China particularly continue 
to embrace the qualification. 
And accountants take note, 
because this is especially 
evident in the finance and 
micro-finance sectors, with 
consulting and professional 
services, manufacturing 
and IT/computer services 
also faring well. Since 2011, 
India has overtaken the 
US in terms of  volume of  
reported MBA jobs for fresh 
graduates and there is no 
sign of  this trend reversing, 
with projected growth for 
Asia of  34% for 2014.

The report shows that 
across North America MBA 
demand was relatively flat 
in 2013, up just 2%, but 
forecast to be much stronger 
throughout 2014, reaching 
16% by the end of  this year. 

The situation in western 
Europe is similar, with 
reported net growth in 
MBA demand of  1% in 
2013. Growth in demand 
in Germany, the UK and 
Scandinavia is offset by 
Greece, Spain and Ireland, 
which all continue to report 
static or falling MBA demand 
as austerity measures hit 
local employers. However, 
there is some good news 
for Europe’s MBAs. Growth 
across Europe is forecast to 
accelerate by the end of  this 
year by a projected 6%.

Of  course, there are 
some important sector-
specific differences in MBA 
employment demand. And 
again, finance is leading 
the field with an increase of  
11% in MBA employment 
demand. In fact, 11% is the 
figure du jour for the winners 

We hear such a lot about 
global qualifications these 
days, in a world where 
physical boundaries are 
becoming less important 
within both education and 
the workplace. Technology 
means that people can work 
and learn from any corner 
of the world. Not only is 
your ACCA Qualification 
globally recognised but 
you can study in a number 
of different ways from 
anywhere at all. The same 
is true of an MBA, although 
that is not to say that 
geography is completely 
irrelevant when analysing 
the short- and long-term 
benefits that having a 
master’s will bring.

A recent report from 
QS Intelligence Unit and 
TopMBA.com looked 
at trends in the MBA 
recruitment market and 
made some fascinating 
predictions of  future trends 
from recruiters in general 
industry, consulting, 
financial services and 
technology across the world. 

The report found 14% 
growth in global MBA hiring 
in 2013. Interestingly, 
especially as the global 
economy has shown slow 
but steady improvement over 
the past couple of  years, 
this represents a slight drop 
on 2012’s figure of  15%. 
However, it’s a huge increase 
from just five years ago, 
when there was a 5% decline 
in MBA hiring, and shows 
that employers are still 
incredibly keen to attract 
candidates with a master’s. 
It is the companies in 
emerging markets that are 
driving growth in demand 
for MBAs.

MBA trends
There’s no doubt about it, obtaining an MBA will greatly broaden an accountant’s career 
options and boost salary expectations – but where are the greatest benefits to be gained?

Interested in doing an MBA, 
MSc or other postgraduate 

qualification? Our special 
regular section of Accounting 

and Business explores the options 
and the issues involved.

in the sectors where demand 
has grown. Last year saw 
the recovery in financial 
services finally make a 
difference, with an increase 
of  11% in MBA employment 
demand in 2013 (compared 
with a contraction of  3% 
in 2012). Incidentally, this 
represents a quarter of  all 

reported MBA jobs, and 
growth is set to continue 
this year. However, the 
growth is concentrated in 
Asia, western Europe and 
the Middle East, and has yet 
to reach North America. 

MBA consulting jobs 
also showed an 11%  
jump in demand in » 

20% Asia’s growth 
rate for the MBA 

is the world’s 
highest. China 
particularly 

embraces the MBA.

There are now more 
reported MBA 

jobs for fresh 
graduates in 
India than there 

are in the US.

1% With austerity 
measures hitting 

employers, MBA 
demand growth 
in 2013 was 1% 

in western Europe.

2% MBA demand 
growth in North 

America in 2013 
was just 2% but 
is expected to hit 

16% by end-2014.
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interpersonal and strategic 
thinking, and there was 
also criticism that the 
demand for entrepreneurial 
skills among MBAs is not 
being met.

For the sixth successive 
year, there has been a drop 
in employer demand for 
MBAs with under three 
years’ experience, and 
especially for MBAs with less 
than a year’s experience. 
Demand for those with a 
year or less of  experience 
attracted only 5% of  
employers in 2013. This 
contradicts the policy of  
several top-tier US business 
schools, which are actively 
recruiting pre-experience 
candidates in the pursuit of  
higher average GMAT scores. 

Asia-Pacific employers 
are much more willing 
to recruit younger MBAs 
with three years or less 
of  experience.

By far the most sought-
after candidates in terms 
of  experience are those 
with three to eight years of  
work experience, accounting 
for 60% of  MBA employer 
demand worldwide in 2013. 

And what of  the all-
important remuneration? 
What can you expect across 
the world in terms of  salary 
expectations if  you’ve gone 
to the trouble of  taking 
an MBA? Well, salaries 
have continued to increase 
substantially in Asia, up 8%, 
and have been fairly stable 
in Western markets, but 
overall MBA compensation 
has risen almost everywhere 
as companies raise their 
bonus payments. The 
top regions by average 
salary are: North America 
(US$109,200), western 
Europe (US$105,900), 
Asia-Pacific (US$85,100), 
Africa and Middle East 
(US$76,500), Latin America 
(US$72,200) and central 
Europe (US$72,100). ■

Beth Holmes, journalist

2013, with a more modest 
4% increase expected this 
year. Interestingly, though, 
the growth is now more 
concentrated on smaller 
consulting firms rather than 
the big multinationals.

Demand for MBAs in 
the technology sectors 
has undergone an era of  
unprecedented growth, 
especially in Asia, with an 
increasing number of  hi-
tech and computer services 
companies looking for 
MBAs to help position their 
products in the right markets. 
A lot of  big US employers are 
actively hiring in Asia, and 
overall demand grew by 11%.

MBA demand in 
general industry, which 
includes consumer goods, 
construction, energy, 
manufacturing, mining and 
retail, is strong as many 
local employers expand their 
overall demand for MBAs. 
Media and entertainment, 
and travel and hospitality – 
the two weakest-performing 
sectors 12 months earlier, 
with falls in demand – both 
showed a return to modest 
growth in 2013.

The report also looked 
at which skills learned on 
MBA courses are satisfying 
employers. Employers 
are, in general, satisfied 
with the technical skills 
acquired by MBA students, 
and this result seems to 
be independent of  the 
business schools from 
which the employers 
recruit – so this includes 
skills acquired in finance, 
marketing, e-business, risk 
management, corporate 
social responsibility, 
linguistic ability and overall 
academic achievement. 

Employers are also 
pleased with the excellent 
leadership skills that a 
business school graduate 
has. However, MBAs are 
still not cutting the mustard 
in terms of  soft skills 
such as communication, 

FOR MORE INFORMATION:

The full report is at http://tinyurl.com/QS-TopMBA

BEST US BUSINESS SCHOOL
Stanford Graduate School of Business has topped the 
chart of the best business schools in the US according 
to graduate alumni. A Forbes survey of more than 
17,000 graduates from the class of 2008 collected 
opinions on salary data, job preparedness and 
satisfaction with education.

Stanford MBAs had the biggest salaries with 
median total compensation of  $221,000 five years 
out of  the programme. The school’s top employers 
in 2012 were consultancies Bain, Boston Consulting 
Group and McKinsey, as well as tech giants Apple and 
Google. These companies are considered the most 
desirable among MBAs.

CHINA SCRAPS FREE TUITION
The Chinese government’s decision to scrap free tuition 
for postgraduate studies – including master’s degrees 
and PhDs – is driving more graduates to enter the job 
market instead of remaining in higher education. 

Free postgraduate studies come to an end at 
centrally funded universities in China from the 2014 
academic year that starts in September. The total 
number of  students who took the national graduate 
school entrance examination in January is down by 
40,000 compared with the same time the previous year.

The government has also this year removed the age 
cap on students in postgraduate studies. 
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head of  e-transformation, 
and Nicola Parkers, 
ACCA manager – learning 
partnerships. This event 
also provided a platform 
for ALPs to discuss and 
brainstorm on student 
support issues. 

FED IN SPOTLIGHT
Forty representatives from 
20 ACCA Approved Learning 
Providers (ALPs) attended 
a consultation session 
on ACCA’s flexible exam 
delivery (FED), which will 
provide innovative, market-
leading assessment and 
learning support. 

The planned updates 
aim to enhance the 
flexibility and relevance of  
our qualification through 
technological solutions, 
while maintaining and 
improving the rigour and 
security of  assessments. 

The FED session 
was conducted by 
Michelle Nicholson, ACCA 

OFFICE CLOSURE
ACCA Malaysia has moved all 
resources to be centralised 
in the Kuala Lumpur office. 
As a result, the Kuching 
office closed on 8 April.  

The decision came after 
lengthy considerations 

with a key aim to serve 
all stakeholders better. 
With a more centralised 
and coordinated 
approach, ACCA Malaysia 
seeks to provide all 
stakeholders throughout 
Malaysia with improved 
value-added services 
and propositions. 

ACCA Connect 
continues to be made 
available to our members, 
students and other 
stakeholders at 1800 88 
5051. Calls made from 
Malaysia are toll-free, with 
ACCA Connect aiming to 
offer consistent, best-in-
class, globally available 
transactional services. ■

Flexible exam delivery highlighted
Approved Learning Providers briefed on how flexible exam delivery updates will enhance 
assessment and support, and news on ACCA Malaysia’s new centralised service

▲ IN THE LOOP  
Michelle Nicholson led the 
FED session
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similar commitments to 
championing sustainable 
businesses that create 
economic advancement and 
development in the country.

ACCA was the first global 
professional accountancy 
body to sign a memorandum 
of  understanding with 
the Myanmar Institute of  
Certified Public Accountants 
(MICPA), and has also 
signed an agreement with 
the Republic of  the Union 
of  Myanmar Federation of  
Chambers of  Commerce 
and Industry.

Kyaw Lwin Oo has 
been appointed head of  
ACCA Myanmar. Previously 
deputy director at Temasek 

ACCA has opened its first 
office in Myanmar, in line 
with our commitment to 
act in the public interest, 
promote ethical business 
and support economic 
growth in the country.

Myanmar has undergone 
significant political and 
economic reforms in recent 
years. As interest in the 
country grows, there is a 
growing need for qualified 
business and finance 
leaders who are well-versed 
in finance, management, 
strategy, corporate 
governance and ethics.

ACCA has already built 
strong ties with national 
organisations that share 

International College, Lwin 
has extensive experience in 
management, strategy and 
operations in the higher 
education sector, as well as 
an in-depth understanding 
of  employers and the media.

‘We have more than 2,500 
students in the country, 
so we are working closely 
with them to ensure they 
become complete finance 
professionals who are ready 
for the world of  work,’ Lwin 
said. ‘I am sure that together 
with our partnerships with 
other organisations, we can 
develop a growing base of  
students and members, which 
will make the accountancy 
profession flourish.’

Helen Brand, ACCA 
chief  executive, said: ‘I 
am delighted that we have 
established a presence in 
Myanmar. ACCA-qualified 
finance professionals 
contribute positively to 
businesses and economies 
in all stages of  development. 

‘We look forward to 
further strengthening 
relationships with the 
government, regulators, 
universities, the national 
body, MICPA and 
other organisations in 
Myanmar. We will continue 
supporting Myanmar’s 
economic and social 
developments and deliver 
public value.’ ■

ACCA opens office in Myanmar
Move strengthens ACCA’s ties with the country at a time when there is a growing need 
for qualified business and finance leaders following political and economic reform
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Creating value through governance
The key to good corporate governance is understanding how success can be achieved 
through the creation of long-term sustainable value, says Datuk Zaiton Mohd Hassan

Corporate governance 
is vital to societies that 
depend on business to 
create economic wellbeing. 
Achieving good corporate 
governance is complex – it 
involves economics, politics 
and fundamental aspects of 
human nature.

‘Governance’ comes 
from the ancient Greek verb 
‘kyberan’, meaning to pilot 
or steer. This is very apt for a 
concept that has gained wide 
acceptance in the corporate 
arena. The suggestion is that 
a board’s most important 
functions are to steer 
management in the right 
direction, set the right moral 
tone, monitor management’s 
progress and make changes 
where appropriate.

However, sadly in recent 
years, there have been many 
cases globally of  companies 
and their key management 
having lost their moral 
compass. These indiscretions 
include LIBOR and price-
rigging, rogue trading, 
money laundering, cover-ups, 
manipulation of  performance 
measures and a lack of  sense 
of  personal responsibility. 

Surprisingly, many 
examples come from highly 
regulated sectors such as 
finance, health, food and 
energy. Corporate governance 
failures in the US, Europe 
and even in Malaysia have 
undermined trust in capital 
markets and business.

Events since 2007 have 
shown that certain banks and 
other major corporations that 
were thought to have excellent 
standards of  governance 
and risk management turned 
out to have neither. Present 
approaches have not ensured 
that companies focus on, and 

succeed in, creating long-
term sustainable value. 

Although corporate 
governance has grown from 
sound roots, confusion 
abounds as to what it is for 
and what can be expected 
from good governance. This 
begs the question: should we 
re-evaluate the concept?

Capital markets, and 
attitudes to them, have 
changed radically in the 
20 years since the present 
direction of  governance was 
set. In light of  this, ACCA 
issued a consultation paper 
– Creating value through 
governance – Towards a new 
accountability: A consultation 
– which forms part of  its 
investigation into whether 
existing governance and risk 
management frameworks 
are ‘fit for purpose’. 

The paper asks whether 
corporate governance, in 
practice, is helping business 
to create value or whether 
something has gone wrong. 
It argues that governance 
codes should be evaluated on 
how well they facilitate value 
creation. It sets out how a 
framework of  ‘performing, 
informing and holding to 
account’ can work.

Businesses should create 
value – for their shareholders 
and for society. Governance 
must be about supporting 
and enabling business to do 
this sustainably, managing 
risk and responding flexibly 
to uncertainty without 
numbing entrepreneurial flair. 

Knowing what success 
looks like should make it 
easier to achieve. Success 
means creating value, 
so it is important for 
boards, management and 
staff  to share a common 

understanding of  value and 
how to create it.

Corporate governance 
remains an issue of  great 
importance for the capital 
market authorities in 
Malaysia. The Securities 
Commission is conducting 
an interim progress 
survey to gather 
market opinion 
on some of  
the corporate 
governance efforts 
and initiatives 
implemented 
under the 
Corporate 
Governance 
Blueprint. 

Governance is 
ultimately about 
making good 
decisions. Accounting 
professionals, as 
providers of  financial 
information to 
support better 
decision-making, 
play a key role. In 
this respect, ACCA 
members and the 
business community at 
large should contribute 
their views to ACCA’s 
consultation paper, 
which can be viewed 
at http://bit.ly/ 
acca-gov. 

The consultation 
closes on 31 August; 
I hope the findings 
will lead to a better 
understanding of  the 
issue’s problems and 
also arrive at the right 
solutions. ■

Datuk Zaiton Mohd 
Hassan is president 
of the ACCA  
Malaysia Advisory 
Committee
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Economic pessimism is rife

Confidence has fallen in 
businesses and finance 
professionals in Malaysia 
in the early part of 2014, 
with nearly two-thirds of 
respondents pessimistic 
about the economy, reveal 
findings from ACCA’s and 
the Institute of Management 
Accountants (IMA) Global 
Economic Conditions Survey.

The quarterly global 
survey found 63% of  
respondents were pessimistic 
about the state of  the 
economy (up from 62%), 
while only 27% (down from 
31%) were optimistic. Nearly 
half  (49%, down from 51%) 
reported a loss of  confidence 
in the prospects of  their own 
organisations, while just 12% 
reported confidence gains, 
down from 21% in late 2013. 

The underlying trends 
point to more trouble ahead, 
warned Manos Schizas, 
senior economic analyst 
at ACCA. ‘Following a good 
end to 2013, cashflow and 
demand conditions weakened 
again in early 2014 and were 

virtually unchanged year-on-
year,’ he said. 

‘Business opportunities 
also fell, and only 
opportunities for inorganic 
growth remained resilient. 
As a result, despite improved 
access to growth capital for a 
second consecutive quarter, 
business capacity building fell. 

‘Most importantly, though, 
price and foreign exchange-
rate volatility intensified for 
a fifth consecutive quarter: a 
record 81.5% of  respondents 
cited rising input costs over 
the past three months while 
46% cited an adverse impact 
from shifting exchange rates.’

Post-election blues give way to deepening financial turmoil in 
Malaysia as business opportunities fall, reveals global survey
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AUDITS NURTURE TRANSPARENCY
Fresh thinking is required if company governance and risk 
management are to be strengthened, following the deepest 
global recession the world has ever known. 

This was the key theme of  a major thought leadership 
conference hosted by ACCA in London on 28 March, which looked 
at: creating value through governance, risk reporting, channelling 
corporate behaviour and accounting for uncertainty. The event 
aimed to seek attendees’ input on ACCA’s work in these areas to 
ensure it is robust and relevant to business.

Paul Moxey, head of  corporate governance and risk management at ACCA, said of  the 
conference: ‘ACCA is committed to taking a lead on research in corporate governance, 
including risk management, and culture. We want to encourage better understanding 
by boards, executives and others of  how governance can help create value and of  how 
culture affects decision processes. The conference brought these themes together.’ 

More about the event can be found at www.accaglobal.com/risk
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Accounting and Business. 
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members across the 
world, access them all at 
www.accaglobal.com/ab

Schizas added: ‘Despite 
increasingly unfavourable 
business conditions on 
the ground, respondents’ 
satisfaction with government 
policy, which had been 
slipping since the May 2013 
elections, now appears to 
have stabilised. 

‘However, respondents 
had been calling for tighter 
fiscal policy long before the 
2013 elections, and are now 
more likely to expect the 
government to overspend in 
the medium term than at any 
point in the past three years.’

To read the full report, see 
www.accaglobal.com/ab83 

► GLOOMY OUTLOOK
63% are pessimistic about  
the state of the economy
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A good MBA  
stimulates healthy 
career progression
‘ The global MBA allows you to use your time 
effectively because online learning means no 
restrictions on what time of the day you access  
the material or the discussions. This programme 
increased my business knowledge and skills, but the 
biggest gain for me was a deeper understanding of 
my working styles – my preferences, strengths and 
weaknesses. The self-awareness I gained was the 
most useful aspect in driving my career forward.’

Gail Clarke
finance controller – global supply chain,  
Smiths Medical International Ltd

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