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Welcome
Taking a digital step forward
Here at Accounting and
Business, we strive to
continuously improve the
way in which we deliver our
content so that members get
the most out of their reading experience. So I’m delighted to
announce that from this issue, we will be going digital via an
exciting new app, which can be accessed via desktop, tablet
or smartphone.
Delivering the magazine digitally allows us to give you
more. Readers will, for example, be able to access videos and
podcasts featuring topics and personalities, and as we move
ahead we’ll be exploring the full range of possibilities offered
by the new format. Digital publishing offers a more sustainable
and environmentally friendly way of distributing the publication
that reflects both advances in technology and changes in the
way that all of us are consuming information. Turn to page 9 to
find out more on the future of your magazine.
For our cover feature in this issue, we interview Katarína
Kaszasová FCCA, director general at the Slovak Ministry of
Finance. As one of the new generation of dynamic finance
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professionals to emerge in the region in the post-communism
era, she arrived at the MoF at a significant time for the Slovak
accounting sector and has been involved in a number of key
assignments. Among other roles, as a member of the board
of the Slovak Audit Oversight Authority, Kaszasová has been
following the impact of audit reform in the EU. You can read
all about the career journey of this ACCA Achievement Award
winner beginning on page 12.
On 12-14 May the 3rd Africa Congress of Accountants is
taking place in Mauritius; ACCA is a gold sponsor. We flag up
the congress on page 34 in a feature on Africa and big data.
While the use of big data has yet to become ubiquitous on the
continent, its application is growing in leaps and bounds.
Back in Europe, we head to the offices of OLAF, the
European Union’s Anti-Fraud Office, a body which is looking
for fraud in an annual budget of some €150bn, spent by a
28-country international organisation. In an exclusive interview
beginning on page 57, director general Giovanni Kessler outlines
his key challenges.
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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► Harvest’s over?

Bruce Springsteen and
other rock stars face big
bills after an overhaul
of farming tax breaks in
New Jersey. Springsteen
leases land for farming;
Jon Bon Jovi farms bees

▲ Road to freedom
Supporters of new
Nigerian president
Muhammadu Buhari
celebrate his win – the
first time an incumbent
president has been
defeated in an election

▲ All change

Google has hired Morgan
Stanley’s CFO Ruth
Porat. Dubbed ‘the most
powerful woman in Wall
Street,’ she previously
led a tough cost-cutting
strategy at the bank

Accounting and Business 05/2015

▲ Got to give

Apple CEO Tim Cook
has pledged to leave
most of his US$800m
fortune to charity. More
of the world’s rich are
giving away their wealth.
See column, page 21

Pictures | News
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▼ High stakes

Greek prime minister
Alexis Tsipras held
discussions with German
chancellor Angela Merkel
in Berlin, as pressure
grew for Greece to meet
creditor demands

▼ Grief encounter

After Zayn Malik quits
during the Asian leg
of boy band One
Direction’s tour,
hundreds of UK fans
request compassionate
leave from employers

▼ Making a splash

Australian entertainment
company Village
Roadshow has joined
forces with Chinese
conglomerate Citic
to build amusement
parks across Asia
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News roundup

OECD predicts modest global growth, EU ups pressure on Greece, zero tolerance on tax
avoidance, Islamic finance institutions still using GAAP and new business relocation guide
◄ Good relations

Global growth predicted
The global economy is
set to grow over the nearterm, but at modest pace,
predicts the Organisation
for Economic Cooperation
and Development’s latest
Interim Economic Assessment.
Growth is being driven by
continuing low oil prices, the
eurozone’s quantitative easing
programme and the strong
dollar. The US is leading
global economic recovery and
the OECD expects the US to
grow by 3.1% this year and 3%
in 2016. The UK is predicted
to grow by 2.6% and 2.5% in
2015 and 2016; Japan by 1%
and 1.4%; the eurozone by
1.4% and 2%; China by 7% in
both years; and India by 7.7%
and 8%. Brazil’s economy is
predicted to contract by 0.5%
this year and grow by 1.2%
next year.

Greece under pressure
Pressure on Greece to
adopt substantial economic
reforms has been ramped
up by fellow European Union
member states, as the country
continues to struggle to meet
its repayment obligations to
the International Monetary
Fund and other creditors.
Germany has insisted that
Greece must prove its
commitment to reform before
further financial support is
given. In doing so it is being
supported by Finland, which
shares its strict financial
approach to balanced
budgets, but also by weaker
member states including
Spain and Ireland, which have
adopted major reforms under
pressure from the European
Union and the European
Central Bank.
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Christine Lagarde meets
Chinese premier Li Keqiang in
Beijing before their meeting
in March

Proud partners
International Monetary Fund managing director Christine
Lagarde has welcomed the creation of the Chineseled infrastructure investment bank, saying that the IMF
was ‘proud’ to be a partner in the country’s economic
endeavours. The planned Asian Infrastructure Investment
Bank (AIIB) already has more than 30 members and
has been designed to boost investment in areas such
as transport and energy, similar to the World Bank and
Asian Development Bank. During a visit to China in
March, Lagarde noted the ‘impressive’ efforts made by
the Chinese government to reform three key areas in
particular by promoting governance, cleaning up the air,
and engaging with the world through multilateral dialogue
and international investment and trade.

Avoidance crackdown
The European Union
intends to force member
states to share details of
tax deals negotiated with
multinationals, in an attempt
to prevent repetitions of
controversial arrangements
entered into by Ireland,
Luxembourg and the
Netherlands that are now
being investigated for
possible breaches of EU
state aid rules. ‘Tolerance

has reached rock-bottom
for companies that avoid
paying their fair share of
taxes, and for the regimes
that enable them to do
this,’ said EU economics
affairs commissioner Pierre
Moscovici.

IFIs use GAAP over IFRS
One in three Islamic finance
institutions is reporting using
local GAAP, according to
a study conducted by the

Asian-Oceanian Standardsetters Group. Another 18%
reported compliance with
financial accounting standards
issued by the Accounting and
Auditing Organization for
Islamic Financial Institutions
(AAOIFI). Less than half
of the institutions stated
their reports complied
with International Financial
Reporting Standards (IFRS).
The study noted widespread
differences in the treatment
of ijarah (asset ownership),
customer investment accounts
and the recognition and
measurement of revenues.
The group has committed
to the promotion of IFRS for
Islamic finance.

Relocation guide issued
Grant Thornton has published
a comprehensive global
guide to business relocation,
including how to maximise
efficiencies across national
boundaries. The guide
considers the impact of
potential regulatory change,
risk factors, reputational
and operational issues,
legal obligations and tax
implications of relocation,
including transfer pricing
rules. Francesca Lagerberg,
Grant Thornton’s global
leader for tax services, said:
‘While there are a number
of cost and commercial
reasons why a group may
consider relocating part of
their operations, it is also very
important to understand all
the consequences.’
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Call for audit evolution
Internal audit needs to evolve
in parallel with corporate
business models, argues PwC’s
2015 State of the internal
audit profession. The report
suggests that the skills and
capabilities of internal audit
must advance to continue to
contribute value, including
through greater use of data
analytics and strategies for
making best use of them.
Risk management can be
improved through increased
collaboration between internal
audit and other disciplines.
The study drew on a survey
of more than 1,300 chief
audit executives and senior
managers.

AB goes digital!
How to get your innovative launch edition of the Accounting and Business
magazine app in May – designed for desktop, table and smartphone

Single view needed
Chief audit executives
(CAEs) and audit committee
members are not in tune
with each other, according
to Grant Thornton’s
annual Governance, risk &
compliance survey. Grant
Thornton says that CAEs and
audit committee members
are seeing internal audit
priorities differently, especially
when prioritising risks. Audit
committee members rank
financial risks as the most
important priority, followed
by compliance, operational
and strategic risks. CAEs
rank compliance risks as the
most important, followed by
operational, financial and
strategic risks. The study
found that increasingly
onerous compliance
obligations on businesses
are skewing the priorities of
internal audit.

Takeovers on the rise
US corporations have
become vulnerable to foreign
takeovers after the US Treasury
blocked ‘tax inversions’ last
September, preventing US
companies acquiring overseas
businesses and then moving
their domicile to countries
with lower corporation tax
rates. But the new regime

As you will have read on the Welcome page (page 3), AB is being made available in multiple
digital formats from this month. Members will benefit from our innovative app version of the
magazine, accessible on PC, tablet and smartphone and offering a more sustainable and
environmentally friendly format.
The new versions will have all the usual news and technical updates, analysis, interviews,
careers advice, CPD material and ACCA news. But the digital format will also allow us to
present content in a variety of new ways, including:
video interviews with leading ACCA members and other experts
podcasts on topical and technical issues
direct links to useful information across the web
more pictures and better access to useful content related to our articles.
To get the new digital version, visit our new, improved AB magazine hub at
www.accaglobal.com/ab. We will also let you know how you can opt to give up print
and go fully digital.
We hope you enjoy our digital edition, and will be seeking your feedback. If you have any
questions, please email abeditor@accaglobal.com.

*
*
*
*

allows companies based in
lower tax countries to acquire
US corporations to achieve
higher levels of profits by
taking advantage of lower
tax rates. According to
Thomson Reuters, in the five
months after the rules were
put in place, some US$156bn
of takeover deals were
announced, compared with
US$106bn in the same period
in the previous year and
US$81bn a year earlier.

Iranian firms thriving
Local accountancy firms in
Iran have filled the vacuum
created by the withdrawal
of the Big Four because of
sanctions, becoming both
resilient and profitable, a
survey by Timetric’s The
Accountant magazine has
found. One practitioner in
Iran was quoted as saying that
despite the sanctions regime,
informal arrangements were
in place between local firms

and global players. The
magazine reports strong
interest among young adults
for a career in accountancy,
with private universities keen
to offer courses in association
with ACCA.

Africa seeks partners
CEOs of African companies
are seeking global business
partners as part of their
strategies for growth,
according to a survey

»
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undertaken by PwC as
part of its Africa Business
Forum. Some 61% of African
CEOs are seeking strategic
alliances or joint ventures,
compared with 51% of CEOs
globally, says PwC. Ronan
MacNioclais, an Africa
business group leader for
PwC, said: ‘A burgeoning
middle class with consumerist
aspirations, a desperate need
for investment to narrow the
infrastructure gap with other
parts of the world and new oil
and gas finds are all factors
enticing new investment.’

Slip of the finger
While technology can do many things, it cannot eliminate human error; in 2013, US
businesses were fined almost US$7bn for accounting mistakes. A Bloomberg BNA survey of
in-house finance professionals has uncovered the top five blunders.

Tech challenges from
data handling to
spreadsheet blunders
nag tax and
accounting pros

1

Global gender study
A global study of women’s
representation at senior
levels of organisations shows
significant progress, but
concludes that much more
needs to be done. Deloitte
found that diversity initiatives
are proving effective, with
65% of women responding
to the survey reporting their
organisation had taken steps
to improve the representation
of women at senior levels.
Flexible working, gender
diversity targets, maternity
support, paternity leave
and executive commitment
were the most widely used
programmes to support the
advancement of women. Yet
less than half of respondents
were confident their employers
treated gender diversity as a
major business issue. See also
PwC findings, page 35.

Egypt focuses on FDI
Egypt is concentrating on
attracting foreign direct
investment in order to grow
its economy, according to
EY’s Egypt Business Guide
2015, published in association
with Egypt’s Ministry of
Investment. The Egyptian
government has launched
several ‘megaprojects’
offering significant investment
returns, including in the
power, tourism, agriculture,
transport, banking and
finance sectors, says EY. Emad
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5 top

End-user technology
mistakes

Manually
inputting
incorrect data
into an enterprise
system
Saving a file
with corporate
financial or
tax data to a
personal device

Ragheb, office managing
partner for EY Egypt, said:
‘Egypt has an attractive
business environment that
offers investors preferential
trade agreements, highly
competitive labour and utility
costs, talented labour force
and proximity to key global
markets.’ Egypt is reforming its
tax system as part of its drive
to attract FDI.

Firms recruit luminaries
PwC and KPMG have
recruited prominent figures in
US government and politics.
Former US comptroller
general David M Walker
has joined PwC’s public
sector practice as a senior
strategic adviser. Walker is
a current member of the
Public Company Accounting
Oversight Board’s Advisory
Council and is chairman of the
Government Transformation
Initiative. Dave Camp – a
former chairman of the House
of Representatives’ Ways
and Means Committee –
has become a senior policy

Accidentally
deleting a custom
Excel formula
used to calculate
corporate tax data

3

Overriding data
in an enterprise
system with
figures calculated
outside of the
program

4

Working on a
non-secure public
WiFi network
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Source: The Top Tax & Accounting
Mistakes that Cost Companies
Millions, Bloomberg BNA, Software
Products, December 2014

adviser for PwC. Meanwhile,
KPMG has announced that
former Central Intelligence
Agency inspector general
David Buckley is the new
managing director of its
federal forensic practice.

Africa property to boom
Real estate opportunities
across Africa in the next
five years will be driven by
demographic changes, in
particular rapid urbanisation,
says PwC’s Real estate: building
the future of Africa report.
It concludes that in almost
all sectors, the demand for
high-quality retail, office and
industrial space continues to
outstrip supply, as international
and local occupiers respond to
new economic opportunities.
‘Huge shortfalls in residential
property across the continent
will give rise to private
investment on a grand scale,’
said PwC.

Keeping it in the family
Family businesses dominate
the Middle East economy,

according to Deloitte’s latest
edition of its Middle East
Point of View magazine.
More than 85% of private
businesses in the region are
privately owned or controlled,
said Deloitte. Succession
planning is key for these
businesses, it warned, as
the generation that founded
many of the most successful
empires are now approaching
retirement age.

ACI launched in UAE
An Audit Committee Institute
has been launched jointly by
KPMG and Hawkamah, a body
promoting strong corporate
governance in the Middle
East and North Africa region.
The institute will be based
in the United Arab Emirates
and provide members with
information, resources and
access to a knowledge sharing
network, with the aim of
improving financial reporting
in the region. ■
Compiled by Paul Gosling,
journalist
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‘My transfer from
the private sector
was not about
having “director
general” on my
business card’

Accounting and Business 05/2015

Interview | Focus

13

Children of the revolution
As communism collapsed in Europe and Czechoslovakia split into two, Katarína Kaszasová
FCCA found her true passion in reorganising accounting and audit in Slovakia

I

t is 25 years since communism collapsed in Central and
Eastern Europe – time enough for a new generation of
dynamic finance professionals to emerge in the region.
One of them is Katarína Kaszasová, among other things
director general at the Slovak Ministry of Finance and an
ACCA Achievement Award Winner 2014 – the first woman
from Slovakia to gain the prestigious award.
Were it not for the 1989 revolutions in Central and Eastern
Europe, Kaszasová might never have chosen a career in auditing.
Finance was not her first choice – that was chemical engineering.
‘I started university in 1988, during communism, when other
opportunities were limited,’ she recalls. ‘Because both of my
parents graduated in chemistry, the decision was natural. But
during university and later on, many dramatic changes took
place in Slovakia, and in 1989 the Velvet Revolution ended the
communist regime.’
These changes, while exciting and welcome, also brought
huge uncertainty, which grew even greater when Slovakia and
the Czech Republic went their separate ways on 1 January 1993.
The chemical industry and other sectors in Slovakia suffered
sharp decline for over a decade as a result of the transitions,
rapid privatisation and political turbulence.

Revolutionary opportunities
But the geopolitical transformation also led to a surge in demand
from businesses for qualified financial professionals. Kaszasová
finished her chemical engineering degree in 1993. ‘I decided
to complement my diploma from the Technical University of
Bratislava with a qualification from the University of Economics
Bratislava, where I specialised in accounting and auditing,’
she explains.
She was still a student when she joined global audit firm
KPMG in 1994 as an audit assistant, later rising to managerial
level. Her work involved financial audits of financial statements
prepared in accordance with national and international
financial reporting standards. She also audited chemical,
pharmaceutical and food companies, and performed due
diligence work.
Despite the career switch, Kaszasová argues that a chemical
engineering background has proved very useful in her career
thanks to similarities between the two disciplines. She puts it this
way: ‘Most important is the logic of any processes that I run in my
current work: I know what the inputs are, I know how to use them,
and I know what kind of output is expected or intended. But
likewise in chemical engineering, changing any parameter, even
an apparently non-essential one, can change the output. It can

2013-present

Member of the board of directors,
European Investment Fund, Luxembourg

2012-present

Member of the board of auditors,
European Stability Mechanism,
Luxembourg

CV

2008-present

Vice-chairwoman of the board, Audit Oversight Authority

2005-present

Member of the board of directors, European Investment
Bank, Luxembourg

2004-present

Director general of the state reporting section, Slovak
Ministry of Finance

1994-2003

Various posts up to audit manager, KMPG Slovakia

also result in intended as well as unintended by-products and
involve more or less energy than originally required.’
After leaving KPMG in 2003, she joined the Slovak Ministry
of Finance as director general of the state reporting section,
attracted by the chance to use the accounting knowledge she’d
gained in the private sector. She arrived at a significant time for
the Slovak accounting sector and was involved in a number of
key assignments.
But while her position enabled her to apply some of the skills
she had used in the corporate sector, there were limitations.
‘Despite positive changes over the years, the Slovak Ministry of
Finance, as with every state budgetary organisation, has been
facing rigid limits on headcounts and expenses, and bureaucratic
administration still involves signatures and stamps,‘ she says.

Strategic audit reforms
There was plenty to be done when she joined the ministry. ‘At
that time, Slovakia was introducing a series of structural strategic
reforms, including public finance management reform and a
move from cash-based to accrual-based public sector accounting
and reporting,’ she explains.

»
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The Slovak Audit Oversight
Authority (UDVA), set up on 1
January 2008, supervises auditors
and audit companies in Slovakia
and the Slovak Chamber of
Auditors. It is independent
of government, and its main
tasks are to oversee compliance with international
standards on auditing, code of ethics, Slovak audit
law and the audit quality assurance review system.

*

Basics

She and her team introduced accounting and reporting
standards that were based on International Public Sector
Accounting Standards, established a new consolidation system,
trained thousands of public sector accountants in the new
accrual-based methodology, and prepared the first set of whole
of government accounts.
The project officially wound up in 2011, becoming an integral
part of the ministry’s day-to-day work, while Kaszasová remains
the ministry’s most senior civil servant. ‘Besides state reporting,
my remit includes the development and maintenance of
information systems for public finance management, loans from
international financial institutions, state guarantees and bilateral
investment treaties and disputes,’ she says. She adds that the
‘quality, timeliness, accuracy, credibility and comprehensibility
of financial information increased when prepared in line with
internationally accepted accounting standards’.

EU audit reform
As vice-chairwoman of the board of the Slovak Audit Oversight
Authority, Kaszasová has been following the impact of audit
reform in the EU. She is particularly interested in EU Regulation
537/2014 and Directive 2014/56. They introduce new rules for
audit services, such as more detailed and informative auditors’
reports, mandatory rotation of auditors for public interest
entities, and prohibition of certain non-audit services. ‘All of
these are intended to raise quality standards in audit services,
as well as increasing transparency,’ she says. ‘EU member states
have two years to incorporate the rules of the directive into
national laws.’
The ministry has been working on drafts of necessary
amendments to Slovak audit law and discussing new rules with
the Slovak Chamber of Auditors and the Slovak Audit Oversight
Authority. ‘It is very important for each auditor and auditing
company to be closely informed about these new requirements,
and to assess the implications of these changes for their future
work,’ says Kaszasová.
She says that not just in Slovakia but everywhere ‘quality and
compliance with internationally accepted standards is a must.
Otherwise, a lack of reliance on audit services could undermine
the profession’s credit and even result in the downfall of the
profession. This in turn would undermine the confidence of
investors in the economy.’
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‘Having aspirations is important,
but bear in mind that the finance
profession is affected by many
factors and contradictions – actual
results and budgets, economic
theories and the many exceptions
to them, the fundamental
differences between cash and accrual, steady versus
volatile trends, risk management, legislation, etc.’

Tips

*

‘Becoming a finance professional takes time because
experience is usually gained step by step. So be
patient and courageous, and keep your feet firmly on
the ground.’

As well as her responsibilities in Slovakia, Kaszasová has been
increasingly busy as a board member of several organisations,
including international institutions.
In 2005, the Slovak Ministry of Finance appointed her to the
board of directors of the European Investment Bank (EIB), the
EU’s bank, which provides finance and expertise for sustainable
investment projects. ‘I am currently the second longest serving
board member, and this continuity has given me a uniquely
detailed overview of the bank’s activities and performance in
both good (pre-crisis) and bad (crisis and post-crisis) times,’ she
says. Eight years later, the EIB appointed her to the board of the
European Investment Fund (EIF), which provides SME risk finance.
In 2012 she also became a member of the board of
auditors of the European Stability Mechanism (ESM), which is a
permanent crisis resolution mechanism for the eurozone. ‘My
appointment to the ESM’s Board of Auditors was based on my
qualification, not on the nationality quota,’ she says. The Board
of Auditors, an independent body made up of five members
appointed by the ESM’s governors, carries out independent
audits, inspects the ESM’s accounts and audits regularity,
compliance, performance and risk management.
Although the EIB, EIF and ESM hold board meetings on
working days in Luxembourg, Kaszasová usually has no time for
preparation during office hours in Bratislava. ‘I spend evenings
and weekends reading and assessing the board papers.
However, those positions are very interesting and challenging.
Such highly professional cooperation is beneficial for all
stakeholders – for the institutions and the Slovak Ministry of
Finance as well as for me.’

Work-life balance
As well as balancing various work roles, the work-life issue is a
constant challenge. Kaszasová spent eight years at KPMG and
left before being promoted to partner so she could spend time
looking after her daughter. ‘I was unable to combine a very
demanding audit career and raising my daughter. It took me
several years to understand that there is a need to balance my
private and professional life, and that I cannot be perfect in both.’

Interview | Focus

Kaszasová feels it is easier for women to balance life and
work in Slovakia now, but warns: ‘Even though women now do
have real career opportunities, it is not always easy to become
a leader. A change in the overall culture of accepting a woman’s
right to a career is still needed, and the existence of other means
of supporting women in business and work – eg flexible working
time and nurseries – is not guaranteed nor fully available.’

ACCA Achievement Award
Last year Kaszasová received an ACCA Achievement Award after
being nominated by her local ACCA office for her involvement
in ACCA and the work she carries out locally and internationally.
She has won recognition for several key projects such as the
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World Bank’s accounting and auditing reform, and the transition
of public sector accounting and reporting in Slovakia from a cash
to an accruals basis. ‘There has been no direct impact on my
career so far, but I hope that it will be a positive factor if I return
to the accounting and auditing profession,’ she says.
In the next five to 10 years, she feels that her role at the
ministry will be over. She would like to work at an international
finance institution, perhaps in the regulatory/oversight sector,
or back in the private sector ‘where I could use the experience I
gained in finance and corporate governance during my career in
both advisory services and in the public sector’. ■
David Creighton, journalist
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Tackling global risk

Ramona Dzinkowski explores the changes in global risk and how organisations
should be working to ensure that they are protecting themselves

T

he world has become an increasingly complex place
to do business. National economies are linked in ways
that could only have been imagined 20 years ago.
The pressures of globalisation, including the international
convergence in markets, currencies and business practices,
continue to change the way companies operate at home and
outside their national borders.
To analyse future risks and opportunities in a globalised
business environment, leaders must not only understand the
risks of operating within their own markets, but also how their
businesses will be affected by complex international political,
economic and regulatory issues, as well as potential disruptions
in supply.
And there are many new risks
on the horizon, according to
leading authorities. Institute of Risk
Management (IRM) experts point to
the impact of falling oil and gas prices
on political and social disruption in
oil-producing countries, which, ‘if not
successfully managed’, says IRM fellow
Mark Boult, ‘will impact the world’.

Meanwhile the Conference Board of Canada estimates that in
Alberta alone total business investment could be cut by C$12bn
in 2015, leading to a potential recession in the province; it also
expects total pre-tax profits from all Canadian corporations to
drop by C$25bn from record 2014 levels of C$275bn.

UK and EU dialogue
On the political front, UK companies are encouraged to keep a
close eye on the evolving dialogue between the UK and the EU.
José Morago, IRM chairman and group risk director at Aviva,
notes: ‘The potential risk of a UK exit from the EU could bring
even bigger strategic, operational and legal risk challenges to
many international companies than those raised by Scottish
independence.’
And according to Mark Butterworth,
IRM member and managing director
at Condie Risk, the 2014 UK Corporate
Governance Code and Financial
Reporting Council (FRC) guidance
on risk management will significantly
upgrade the ‘weaponry of shareholder
activism in 2015’. Butterworth says
this will consequently require greater
corporate governance and risk
management education at board level.
‘Boards need to identify governance
gaps and plug them fast – whether
that’s through acquiring new skills,
qualifications or experience. What is
expected from boards is going to be
raised quite fast this year.’
However, with the
interdependencies between markets and the known contagion
in the financial system, business risks are clearly not limited to
geographic or political borders.
In its recent survey of 516 global business and risk
consultants, underwriters, senior managers and claims experts,
Allianz SE identifies the major business concerns for the coming
year that are likely to impact all companies.
The single most highly ranked risk concerned business
interruption and the supply chain. This was followed by
natural catastrophes; fire/explosion; changes in legislation and
regulation; cybercrime, IT failures, espionage, data breaches; and
in sixth place, loss of reputation or brand value.
Executives from both the UK and the US rated business
interruption and supply chain risks as the most important for the

‘Boards need to
identify and plug
governance gaps
fast, whether
through acquiring
new skills,
qualifications or
experience’
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coming year. However, UK companies ranked
▲ On the streets
FRC. Its updated version of the UK Corporate
the loss due to business reputation as the
Protesters in Brazil
Governance Code aims to ‘enhance the quality of
second most important, whereas their American
voice their discontent
information investors receive about the long-term
counterparts saw natural disasters as their second
with president Dilma
health and strategy of listed companies, and
biggest risk. US executives are far less concerned
Rousseff
raises the bar for risk management’.
about loss of reputation or brand value, ranking
The public statements issued by the FRC’s
this sixth of their top 10 concerns.
◄ Cause for alarm
CEO, Stephen Haddrill, also echo the intent
Concerns around business risks also varied
Fires and explosions
of the International Integrated Reporting
according to market maturity, with emerging
rank highly as business
Framework, developed by the International
economies and more volatile regions showing
risks
Integrated Reporting Council to ‘catalyse a more
greater concern about natural disasters and
cohesive and efficient approach to corporate
market stagnation than developed economies. The study also
reporting that communicates the full range of factors that
demonstrates that country risk profiles change yearly, making risk
materially affect the ability of an organisation to create value over
assessment more difficult, and leaving companies more exposed. time’. In reference to the updated FRC code, Haddrill comments:
For example, risks associated with political and social
‘The changes to the code are designed to strengthen the focus
upheaval and cybercrime are of greater concern in 2015 than
of companies and investors on the longer-term sustainability of
2014, whereas companies are less worried about the impact
value creation.’
of disruptive technological change or the effect austerity
In December 2011, the Committee of Sponsoring
programmes are having on local economies.
Organisations of the Treadway Commission (COSO) – the
As the global risk environment changes, local and
US-based risk management think-tank – released its revised
international regulatory and standard-setting bodies are
Internal Control – Integrated Framework. The newly proposed
responding in a variety of ways. For example, in the UK these
framework is intended to build on its earlier version to reflect
changes have been recognised by local regulators such as the
the changes in the operating and risk environments that

»
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monitor account activity for fraud at significant cost. We would
support efforts to even the playing field between banks and
merchants to ensure that both contribute to efforts to make
affected consumers whole.’
As regulation and standards evolve to try to match the
increased complexity of the global risk environment, the
question remains: are companies also
◄ Fluctuations
ready for the current state of global risk?
Political instability
A recent report by North Carolina State
in oil and
University with the American Institute of
gas-producing
Certified Public Accountants says no.
countries can
According to its most recent survey
impact on the rest
published mid-2014, despite the fact
of the world
that over 55% of the 445 executives who
responded thought that the volume
and complexity of business risks have
both substantially increased in the past
five years, only 20% of them described
the level of their organisation’s risk
management as ‘mature’ or ‘robust’.
Perhaps of more concern is that
38.2% of the executives reported
that their company did no formal
assessments of emerging strategic,
market or industry risks. The authors
call for organisations to strengthen their
underlying processes for identifying and
assessing key risks, and integrating risk
oversight with strategic planning efforts.
As to how companies should build
an organisation that will be resilient in
the face of emerging global risks, there
are many recommendations available.
For example, for companies concerned about disruption in the
supply chain, all of the major accountancy firms offer a wide
range of risk management services. At the same time, organised
bodies such as the IRM and COSO offer guidance around risk
management for the enterprise as a whole, or for certain specific
risk factors.
In the autumn of 2014, COSO again announced its intention
to rethink and revise its guidance around risk management with
the update of the 2004 Enterprise Risk Management – Integrated
Framework. The revisions are now being developed by PwC,
under the direction of the COSO board. ■

‘We have seen a
number of attacks
on large retailers
in which credit
card and other
information from
consumers was
compromised’

have occurred over the past 20 years –
more specifically, to make the ‘existing
framework and related evaluation
tools more relevant in the increasingly
complex business environment, so
that organisations worldwide can
better design, implement and assess
internal control’.
In the autumn of 2013, the US
Office of the Comptroller of the Currency (OCC) required
US banks and credit unions to step up their third-party risk
assessment/due diligence process. The new guidance, Third
Party Relationships, recognised changes in the global risk
environment, pointing to increased operational, compliance,
reputational, strategic and credit risks associated with entering
into business relationships with outside vendors.

Improved transparency
More recently, comments before the Committee on Banking,
Housing and Urban Affairs of the US Senate, by Valerie Abend,
senior critical infrastructure officer in the OCC, foreshadow
regulatory changes to come for telecoms, energy and retailers.
She notes: ‘The OCC strongly supports efforts to ensure
other sectors have commensurate standards and improved
transparency as it relates to the cybersecurity in these sectors.’
She adds that the financial services industry and retailers
have important interdependencies. ‘We have seen a number
of attacks on large retailers in which credit card and other
information from millions of consumers was compromised.
In response, financial institutions compensate customers for
fraudulent charges and replace credit and debit cards, and
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Ramona Dzinkowski is a Canadian economist and journalist
For more information:
For more on the risks to the supply chain, see ACCA’s
report Pillage: a new threat to global supply chains at
www.accaglobal.com/ab100
Top 10 risks by region, Allianz Risk Barometer: Business
Risks 2015, is at tinyurl.com/ohs4c7q
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Get in the tone zone

You may not think that it’s the job of the CFO to build or to change the corporate
culture of the organisation. You’d be wrong. Ramona Dzinkowski reports

Ramona Dzinkowski is a
Canadian economist and
editor-in-chief of
the Sustainable
Accounting Review
My own experience of corporate life
is that the organisational culture of a
company is the intangible ingredient
that can make or break its ability to
achieve its goals.
It’s a sentiment echoed by a multitude
of studies, most recently by a CFO
Alliance survey that reveals that 95% of
US senior finance executives also believe
that getting the organisational culture
wrong will impact the bottom line. It also
concludes that many US companies still
have much to do in aligning corporate
culture across the entire company.
For example, when comparing how
strategy was communicated across the
organisation and whether the initiatives
of the senior leadership were aligned with
the overall corporate strategy, the survey
found that the communication between
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senior executives was satisfactory.
However, all the other elements of
corporate culture that were measured
needed improvement, including the
communication of strategy to lower levels
of the organisation, achieving a culture of
accountability, and creating a culture of
innovation – the weakest link.
While you may not think that it’s the
job of the CFO to build or change the
corporate culture of a company, the many
investigative roundtables spearheaded
by ACCA make clear that that is not the
mainstream view. What’s more, if there
is a disconnect between the tone of
the finance function and the rest of the
organisation, it’s a recipe for disaster.
In February, ACCA Canada along with
the CFO Alliance Canada hosted one
such investigative roundtable on this

topic. Here’s what Canadian CFOs had to
say about their role in setting the culture
of their organisations:
1 The CFO’s role is to be an ethical
gatekeeper of the company while
also acting as an enabler for open
communications. Making sure that
maintaining the appropriate level of
control, but enabling people to make
decisions and giving them permission
to fail, requires a delicate balance.
2 The CFO needs to be the most trusted
source of information and to continue
to provide the business insight to help
guide the different functions within
the organisation.
3 To influence the culture of the
organisation, the CFO needs to be the
voice of calm and reason at all times.
This requires authentic leadership –
walking the talk, transparency and
engaging with employees while being
clear on expectations.
4 Financial executives have to balance
their bottom-line focus and riskaverse tendencies with the cultural
requirements of an organisation
poised for rapid growth. It’s important
to measure – and therefore influence
and reward – behaviours that meet the
objectives of individual teams.
Measuring a company’s organisational
culture may end up coming under the
purview of the finance executive, with the
golden rule being that you can’t manage
what you can’t measure. There is a wide
variety of suggested tools and frameworks
that can be fruitfully applied in this
process, and ACCA comes up with some
useful suggestions.
Stay tuned for more on measuring and
managing the intangible corporate culture
and the CFO’s role. ■
For more information:
The CFO Alliance’s CFO sentiment
study is at tinyurl.com/SentStudy
The ACCA report, Culture and
channelling corporate behaviour, is
at www.accaglobal.com/ab/156
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Time to tax the gap
It’s simple; the way to end extreme poverty in Africa is through the extremely wealthy
sharing a small part of their wealth with the extremely poor, urges Alnoor Amlani
‘The widening gap between rich
and poor is at a tipping point. It can
either take deeper root, jeopardising
our efforts to reduce poverty, or we
can make concrete changes now to
reverse it.’ So said Kofi Annan, former
secretary-general of the United Nations
in October last year, when Oxfam
launched its Even It Up campaign
against global inequality.
In 2013 the charity caused a stir when
it reported that, as per Forbes’s World’s
Billionaires list, the world’s 85 richest
people owned half the world’s wealth – as
much as the poorest 3.5 billion people
at the time. Only a year later, according
to the 2014 list, the same wealth is now
owned by just 67 people.
Today there are 28 dollar billionaires
in Africa, according to Forbes. The top 50
richest Africans own US$110.7bn of assets.
The inescapable irony of this is that, at the
same time, some of the poorest people
continue to exist in sub-Saharan Africa
alongside the richest.
The widening of the poverty gap is
a dangerous global phenomenon, but
in Africa it is particularly evident as a
phenomenon caused by the absence of
effective resource allocation, which in
turn is affected by poor tax collection,
and weak government regulation and
enforcement. This is clear when we
observe that, while Africa has some of the
richest mineral, agricultural and energy
resources in the world, these resources
have simply not been tapped and shared
among its people equitably.
The World Bank has set itself the goal
of eliminating extreme poverty by 2030,
but economists are clear that growth
alone (unless achieved at the staggering
level of 10% per year consistently until
2030) cannot eliminate extreme poverty.
There is an alternative. If there is
the political will and the means to
implement it, global extreme poverty can
be eliminated if the extremely wealthy
share a small part of their wealth with the
extremely poor.
According to Oxfam, a 1.5% tax on
the world’s billionaires (the tax is assumed

Alnoor Amlani FCCA
is a director of The
Numberworks, a financial
management consultancy
practice based in Nairobi
to affect only people who have over
US$1bn in 2014) would raise US$74bn,
calculated using wealth data from Forbes
as of 4 August 2014. These funds are
more than adequate to achieve the two
major Millennium Development Goals
(MDGs) of universal basic education
and healthcare.
The current annual funding gap for
providing universal basic education is
US$26bn a year, says UNESCO, and
the annual gap for providing key health
services (including specific interventions
such as maternal health, immunisation
for major diseases like HIV/AIDS, TB and
malaria, and for significant health systems
strengthening to see that these and other
interventions are delivered) in 2015 is
US$37bn a year, according to the World
Health Organisation (WHO).

WHO calculated that an
additional US$224.5bn would have
allowed 49 low-income countries
to significantly accelerate progress
towards meeting health-related
MDGs, and this could have averted 22.8
million deaths. Thirty-nine out of 49
countries would have been able to reach
the MDG 4 target for child survival, and
at least 22 would have been achieved
their MDG 5A target for reducing
maternal mortality.
A 1.5% tax on the wealth of the
world’s billionaires (applied to wealth
over US$1bn) between 2009 and 2014
would have raised US$252bn, according
to Oxfam.
These calculations demonstrate that
it is possible theoretically to eliminate
extreme poverty. ■
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Embracing the digital

Digital natives – and anyone looking to get more from their monthly magazine – rejoice!
ACCA president Anthony Harbinson explains the benefits of AB’s new digital editions

You may have noticed that ACCA
recently changed its logo to include
the strapline ‘Think Ahead’. As a
professional body we have always
sought to be ahead of the curve,
having always recognised that one
of the few certainties in life is that
everything will change.
The internet has been a game-changer
for individuals as much as for businesses,
and mobile web platforms are merely the
latest development of the technology.
We know that many of our members
are not only perfectly comfortable with
reading content on their laptops, iPads
and smartphones, but often prefer to read
information that way. That’s why we are
offering members our content in the ways
they want to consume it.
This month ACCA has launched a set
of apps for AB magazine. They will allow
you to read your magazine on a wide
range of devices – tablets, smartphones,
laptops and desktops (see pages 3 and 9).
New ACCA members around the
world, and all members in Malaysia, are
our trailblazers – they will be leaving print
behind and switching completely to the
new digital formats. These formats will
mean they can also access videos and
podcasts as part of their monthly read
– which will come with all the content in
the print edition. The AB team has also
redesigned the magazine website to make
it easier to navigate around the content,
including the web version of the app.

These digital
formats will mean
readers can also
access videos and
podcasts as part of
their monthly read
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If you want to join them, then please
visit www.accaglobal.com/ab where
you can find out how to access the new
apps. Digital natives who are happy to
dispense with the print edition can choose
to receive their copy of AB in digital format
only if they wish. Any money we save on
print and postage will be used in other
ways to champion you and support you
throughout your careers.
For those members who have always
looked forward to the satisfying thud of
the latest hard-copy edition of AB landing
on their desk or doormat – and I am one
of them – I hope that, like me, you’ll enjoy

a digital AB arriving in your inbox as well
as a print issue in your letterbox.
ACCA will be seeking your feedback
and views on this initiative, as well as those
of employers, to help steer our future
approach and ensure we continue to offer
world-class information. I urge you to
make your views known. There is no better
way to mark the 110th anniversary of the
ACCA’s magazine – see the back page! ■
For more information:
Find the AB apps at
www.accaglobal.com/ab
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The view from

Martin Hrezo FCCA, finance director, Svet Zdravia,
Bratislava, Slovakia, on the challenge of driving change
procurement, technology, estate and
other support functions into one system.
I enjoy driving change; it gives me the
chance to leave a footprint.

The healthcare sector here is
undergoing a major transformation.
It’s not just in terms of structures
and business models but also from
a cultural perspective. Entrenched
attitudes among managers, clinical
staff, patients, the wider public, health
insurers and the business world have
led to a lowering of expectations over
time. To combat the impact of long-term
underinvestment, and to embed privatesector concepts – such as identifying
and understanding cost-per-diagnosis
and cost-per-patient factors – all these
stakeholders have had to be convinced
of our determination and the value
of our ultimate purpose. Their buy-in
has been essential, and seeing and
hearing their positive response for myself
has been one of the most rewarding
aspects of my time here.
Integrating 12 disparate legacy
systems was a major challenge. My
role has been to look at each of the
12 former public-sector hospitals we
operate, and bring them together on
one unified, company-wide financial
platform. I’ve been responsible
for achieving consistent reporting
principles, generating more precise,
comparable data and providing
deeper, more insightful business
intelligence. My role isn’t confined to
finance – my team and I have had to
align and incorporate the activities of

We’re backed by private equity
investors. That clearly has an impact
on the finance function, as performance
will inevitably be focused on delivering
a return on that investment for
them. However, there’s a welcome
understanding of the long-term nature
of the project and our objectives.
Our investors appreciate that while
we’re turning round one organisation,
we’re also to an extent leading the
way in transforming an entire sector.
Nevertheless, we’re pressing hard
to reach ambitious goals, so that we
maintain momentum and maximise
the earnings that allow us to fund
further changes.
Great ideas come from cohorts
talking. For me, the most innovative
and effective solutions come from
brainstorming particular topics. That’s
especially the case when you’re more
or less creating a new organisation
from scratch, building something where
nothing existed before. I like to hire
people who may have diverse, highly
individual strengths, but who also share a
common collaborative approach.
Winning the country’s Finance
Manager of the Year award reflects
the changes we’ve successfully
brought about. I look at the structural
changes now happening across our
healthcare sector, and I’m proud that
we’ve set a range of good examples,
from cost control and treasury to
frontline service delivery. Yes, many
in the industry were sceptical about
our transformation strategy at the
outset – but today, when we speak,
people engage with us and listen.
I believe the award recognised the
efforts of our whole finance function,
and I was delighted to accept it on
their behalf. ■

Snapshot: oil and gas
Last year’s oil price slump and
continued volatility has changed
the rules in the industry. In the short
term, companies will maximise
production to maximise cashflow,
while cutting capital expenditure
to preserve cashflow. More cuts
and write-downs can be expected.
Companies will be looking at
the two-year forward prices as
appropriate to their planning horizon.
There are opportunities for
companies with the financial
resources to acquire assets or lock
in far lower project costs. Smaller
companies and marginal shale
producers with weaker balance
sheets and limited access to
funding may struggle, particularly
if there are further price falls.
We have already seen significant
cutbacks to capital expenditure for
2015 but have yet to see scale-backs
to production, which would affect
the oil field services industry.
The continued slide in the oil
price means that cutting back
exploration costs and discretionary
capital expenditure may no longer
be enough to cover overheads and
committed capital expenditure.
Companies are starting to
seek quick cost savings solutions,
and we could now see dividend
payments coming under closer
scrutiny. Funding dividends
through borrowings might be an
option. However, if the lower oil
price continues, this may not be a
sustainable solution.
Anthony Lobo, head, oil and gas, KPMG
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Making the leap

Women across Asia have the ability to make an enormous economic contribution
as entrepreneurs – and now EY is helping them to achieve their potential

A few years ago Nicola Mills, Australian
healthy lifestyle entrepreneur and
CEO of Pacific Retail Management, sat
down with her board and laid out what
she considered to be one of her best
ideas yet.
She’d already kick-started an empire
which to date encompasses three wildly
successful franchise brands (now expanding
internationally), so doubtless the room
was filled with expectation. And then Mills
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dropped her bombshell: newly pregnant,
she was proposing an in-office crèche.
The all-male board were
underwhelmed, but Mills laboured on.
After all, the company she had started in
her lounge with ‘just me and my puppy’
had grown to group-wide numbers now
nudging 500, and an annual turnover of
A$30m, in the space of less than a decade.
Now a mother of two, Mills and
her fellow working parents at the

Sydney headquarters of Pacific Retail
Management continue to reap the
benefits of the childcare model she
established, knowing that they are in the
lucky minority.
For even though it’s been 200 years
since the Industrial Revolution sent women
into the workforce in large numbers, there
remains a 60% gender gap for economic
participation and opportunity worldwide
according to the World Economic Forum’s

Women entrepreneurs | Corporate

Global Gender Gap Report 2014, with
family commitments remaining one of the
key roadblocks.
EY is seeking to change that.
Positioning itself at the forefront of
workplace parity, the group recently
launched its EY Entrepreneurial Winning
Women (EWW) Asia-Pacific programme.
Fourteen women entrepreneurs across
the Asia-Pacific region – each already
successful in her own right – will
participate in the inaugural Class of 2015
with the goal to scale up their operations
and become global market leaders.

Essential role
Annette Kimmitt, EY Global Middle
Market Leader and executive sponsor
of the programme, said that with nearly
six million formal, women-owned small
businesses in East Asia alone, women
entrepreneurs were already playing an
essential role in creating sustainable
economic growth in the region.
‘The United Nations estimates that
if women achieved their full economic
potential, the Asia-Pacific economy could
grow by as much as US$89bn annually. Yet
research consistently shows that womenowned companies don’t always scale as
high or as fast as they could,’ Kimmitt says.
‘The next step then is to ensure
that those women-led businesses that
have the ability and desire to grow are
able to do so. Our EWW programme
bridges that gap – providing access to
guidance, insights, financial support,
market visibility and the right business
partnerships to help women business
leaders to achieve their massive
economic potential.’
The Asia-Pacific version is based on
EY’s highly successful North American
programme, in which participating
businesswomen have reported annual
growth rate of 49% and a 25% increase in
employee numbers.
‘I’d like to think we could match those
numbers in Asia Pacific,’ Kimmitt says.
If so, she predicts, this would equate to
an additional US$720m in incremental
revenue over three years, and 2,200 new
jobs created in those 14 businesses.
With a global reach of 190,000 people
in more than 150 countries, EY is perfectly
placed to ‘help open doors, build a
profile, and connect with the right people’
for the selected entrepreneurs, who
hail from China, Hong Kong, Indonesia,
Malaysia, Singapore, South Korea, New
Zealand and Australia.

»
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EY’s Asia-Pacific Class of 2015
Participants in the EWW Asia-Pacific
Class of 2015 were selected for their
readiness to grow their businesses
and develop or expand their global
footprints. These women own
companies across a wide variety of
industry sectors, including media and
entertainment, education, lifestyle and
luxury brands, textiles, and food and
beverage. They are:

Lovinia (Lulu) Chiu Medialink
Group of Companies (Hong Kong):
distributes TV programmes and handles
brand and merchandise licences.
Susan Chong
Greenpac
(Singapore):
specialises in
re-engineering,
designing and
distributing
innovative,
environmentally
friendly packaging
products and solutions.

Bobbi Mahlab Mahlab Media
(Australia): produces content
marketing for associations and brands
across multiple platforms – content
hubs, magazines, video, blogs, social
media and e-newsletters.
Nicola Mills Pacific Retail
Management
(Australia): owns
and manages
more than 50
retail stores and
commercial
kitchens,
including sushi
and juice bar
franchises.
Jo Pennycuick Redesign Group
(New Zealand): multidisciplinary
design practice whose services
include spatial design, retail, food
and beverage, commercial office
planning, airport and mall interior
design, branding and franchise set-up
and management.

Stella Fung Beijing Tong Ren Tang
Fook Ming Tong Chinese Medical
Center (Hong Kong): provider of
traditional Chinese medicine, health
care and treatment services.

Qi Lin Chexun.com (China): online

Prita Kemal Gani The London

Naomi Simson RedBalloon
(Australia): giving the gift of memories,
the business sells more than 2,500
experiences ranging from skydiving
to cooking classes and flying
trapeze lessons.

School of Public Relations (Indonesia):
offers bachelor and master degrees
in communication studies, corporate
training and education for students
with special needs.

Vanessa Garrard E3 Style (Australia):
develops consumer electronics,
stationery and pet products for retailers
in Australia and worldwide.

Jiang Peizhen Golden Throat
Group (China): one of the top
50 traditional Chinese medicine
businesses in China, exporting
pharmaceutical and health products to
27 countries.
Mi Kyung Kim EOS Corporation,
(South Korea): designs and produces
printed circuit boards used to build
electronic devices.

automotive information and car sales
store with after-care service, safety
testing service and e-commerce sales
of auto accessories.

Xia Hua Eve Group (China):
specialising in high-grade
men’s clothing, the group owns
five original-brand fashion labels,
and is the agent for Versace, Kenzo
and Fendi.
Dato’ Hazimah
Zainuddin
Established in 1991,
Hyrax Oil (Malaysia):
produces a broad
range of lubricants
for export to more
than 40 countries
worldwide.
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‘The year-long programme helps
women entrepreneurs to grow their
businesses fast and sustainably, equipping
them with the tools and information
needed to break through common barriers
that can often keep thriving, secondstage businesses from scaling to their full
potential,’ Kimmitt says. The formal stages
of the programme included a two-day
conference in Singapore last month, and
five follow-up e-conferences. Each of
the women is also assigned an EY host
in their home country, who will continue
to mentor them one-on-one beyond the
programme’s official finishing date.
Mills is one of four Australians selected
this year. Starting from scratch in 2003,
the former corporate highflyer-turnedentrepreneur now oversees three marketleading franchise brands – Go Sushi, Kick
Juice and Wasabi Warriors – as well as
wholesale sushi brands Sushi Ginza and
Sushi Hachi. She is on track for regional
expansion, having opened her first outlet
in Hong Kong in January (the first of many
planned for the city) and preparing to
launch in the Philippines.

‘Integrate work and families’
Mills wishes more companies would ‘get
behind families’, citing the childrenversus-career conflict as one of the
major roadblocks to women’s career
progression. ‘The real focus for business
going forward [should be] how many ways
can we integrate work and families,’ she
says. Even though ‘everyone can definitely
benefit’ from a family-friendly workplace,
it’s not something you can put direct
numbers to, Mills concedes. Not enough
boards are listening, she feels, because,
being male-dominated, they don’t see it
as an issue. ‘When more women are on
boards facing that challenge, I think we
will see change,’ she says.
Another participant is Susan Chong,
CEO of Greenpac, a Singapore-based,
environmentally friendly packaging
products company. Beginning life as
a one-woman start-up in 2002, hers is
now a multimillion-dollar enterprise
serving Fortune 500 companies, and the
market leader for sustainable packaging
solutions in Asia.
Chong saw a market opportunity, but
she was ahead of her time. ‘2002 was way
too early in the business, the perception
being that anything to do with green is
more expensive. But we continued to
pursue it, in the belief that some day it
would be a big business,’ she says.
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Chong refined her business model to
one that helps clients achieve bottomline cost savings, while at the same
time greening their supply chain. ‘This
became our niche; people are coming to
us now,’ she says. But while she did face
discrimination in the male-dominated
industry, being a woman sometimes
worked to her advantage.
‘When you ask for an appointment,
[potential clients] have been curious
about what a woman can do,’ she says.
Once you have that foot in the door, ‘you
get a better chance’. Her advice to other
enterprising women in Asia is to refute
the culture of taking the back seat while
letting their husbands drive the business –
rather, ‘show them that you are capable’.
A love of motorsports led Malaysian
entrepreneur Dato’ Hazimah Zainuddin
to establish her business, Hyrax Oil,
producing a broad range of engineering
lubricants. The Kuala Lumpur-based
company, founded in 1991, now exports
to more than 40 countries worldwide.
‘At the start of my journey, being
female certainly posed challenges for me,
especially being in an industry which is
dominated by men,’ Hazimah said. With
her company now employing 78 people,
generating revenues close to RM100m, ‘I
guess I have come full circle – from utter
disbelief to respectful acceptance.’
Hazimah ‘realised that for a woman
to try to sell lubricants a comprehensive
knowledge of lubricant would be
necessary’. So she went to South Korea
to learn the business, then identified
potential markets and products, ‘in
that order’. ‘I must have made the right
selection as this seems to have worked,’
she says. Hazimah is pleased that more
women in Asia are stepping up to take the
reins of business. Her advice is to ‘set your
goals and totally believe in yourself’.

‘By finding the
balance between
work and family,
women are not
just creating more
economic value,
but social value
as well’

Another successful woman in a
man’s world is Qi Lin, Beijing-based
president of Chexun.com, a website
that guides vehicle buyers throughout
the purchase process. It transpired from
Qi’s decision to buy a new car – as a
graduation gift to herself on returning
to China after studying in the UK – and
finding how difficult it is to reliably
compare prices.
‘I realised that buying a car is
painful, and set out to change that,
with a website that makes the process
transparent and simple,’ she explains. In
the space of a few years, the company
has grown from a small team to 240
employees, with annual turnover
reaching RMB90m last year.
It is getting easier to be a female
entrepreneur in China, Qi says, sharing
the view that, in the mainland, women
now have the same opportunity as men,
thanks to governmental efforts to improve
the entrepreneurial environment and
encourage innovation. She is pleased
to see a cultural shift occurring across
Asia Pacific but, in addition to the
‘tremendous’ impact women in business
can have across the region, Qi sees a
broader vital role for her gender.
‘In China, we have the yin and yang
philosophy,’ she explains. ‘The idea is
to achieve balance and, by finding the
balance between work and family, women
are not just creating more economic
value, but social value as well.’
Indonesian entrepreneur Prita
Kemal Gani realised her lifelong teaching
dream in a country where, until recent
times, women had few privileges,
including the right to an education.
Her London School of Public Relations,
founded in Jakarta in 1992, is at the
forefront of women’s empowerment.
‘Now people believe that if the woman in
the family is successful, it will give more
success and prosperity to the whole
family,’ she says.
Hong Kong entrepreneur Lovinia (Lulu)
Chiu agrees that ‘all women have every
right to realise their dreams, and can do
remarkable things for themselves, their
family and society’. The CEO of Medialink
has built a strong business since starting
out with her younger sister in 1994. Any
business person is, she says, only as good
as their last presentation, ‘so constant
reinvention, innovation and focus should
always be at play’. ■
Peta Tomlinson, journalist
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Ability to adapt

Should the EU have a single model for corporate governance or a more diverse and
adaptive approach, asked the Centre for European Policy Studies at a recent conference
With the European Union (EU) starting
work in earnest to create a European
Capital Markets Union (CMU), the
question of whether the EU needs a
single corporate governance model,
a diverse system of different national
corporate governance systems or
something in between these two
extremes, is more relevant than ever.
It was the focus of a high-level debate
organised by the Centre for European
Policy Studies (CEPS), a Brussels-based
think tank, on corporate governance in
Europe in February.
Attempts have been made at full
harmonisation in the EU in the 1990s but
failed, explained the moderator Diego
Valiante, head of capital markets research
at CEPS. ‘The European plan is to take
into account diversity, but find room for

the harmonisation of rules,’ he added.
Also, as Ronald Gilson, professor of
law and business at the US’s Stanford Law
School, put it at the meeting, after some
two years of debate in the 1990s, neither
the full EU harmonisation approach nor
the US/UK convergence approach have
prevailed – the EU takeover directive
(2004/25/EC) being a good example of
the hybrid approach that has resulted.

Three options
Professor Gilson referred to three
models of corporate governance that
may be a model for the EU going
forward. The first is governance with an
active controlling owner; the second is
governance without an active controlling
owner (replacing the active owner
with professional managers and using

independent boards and committees);
and the third is the Nordic model.
In the Nordic model, active owner selfdealing is constrained through minority
shareholder protection. In his view, this
model requires effective courts or the soft
law equivalent. The model also constrains
professional managers through effective
capital markets.
‘There is no single best approach,’ said
Gilson. ‘Diversity starts at the company
level,’ he added, pointing out that the
governance structure for a company may
depend on what kind of industry it is in.
He therefore argued that the best system
would be differentiated by company and
by industry.
He also noted that Denmark had a
unique system whereby many large public
companies are controlled by industrial

»
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foundations, in effect ‘no owners at all’,
but that the ‘performance of companies is
seen as being as good as companies that
have another model’.
In another example, he said the US
(mostly a widely distributed shareholder
system) and Sweden (mostly an active
ownership system) were seen as
opposites, but that in fact both the US
and Sweden have company structures
supporting both systems. He stressed that
a very important evolution in the capital
market affecting both countries is the
intermediation of equity. US institutional
investors, such as mutual funds and
pension funds, hold around 70% of
Fortune 500 equity, he said, with the US
and Sweden having roughly the same
level of institutional ownership.
Putting himself in the shoes of a
company from a newer EU member
state such as Hungary, he asked
what a company should do while it is
waiting for the country to build up an
effective corporate legal system. His
recommendation was that a stand-in
European corporate court be established,
to which companies could choose to
subject themselves.
Jacob Wallenberg, chairman of
Investor AB, argued at the event
that Europe has developed different
governance systems and that ‘this has
worked well’. ‘To merge them would
create significant challenges,’ he warned.
That said – given a choice, ‘auditors
should be elected by shareholders and
not by the board’, he recommended.

Commission, said that ‘no one in the
commission wants to harmonise corporate
governance completely’; indeed, the EU
executive is ‘always in favour of flexibility
and doing justice to national systems’.
He went on to say that it is good to have
competition between different systems
that can learn from each other, but said
that ‘we don’t need a common system
and that different systems can co-exist’.
He highlighted the importance for
companies to secure legal redress and
also that corporate governance has
become far more important in the last
five years as there are more expectations
on companies to answer societal issues.
These include having diversity (gender
balance) on the board, the need for more
financial information, taxation issues,
company reporting, country-by-country
reporting for financial information, and

Nordic export?

the level of family influence acceptable in
family owned companies. He also expects
corporate governance to be discussed
in debates on establishing a European
capital markets union. ‘We need to
tackle the exercise of shareholder rights
in a crossborder context. This is still not
working very well,’ he said.
During the debate, Joanna Cound,
EMEA managing director of government
affairs and public policy at the investment
company BlackRock, said ‘there is
no such thing as a correct corporate
governance model’ and that each
country should develop its own laws and
traditions. However, she suggested that
each country should adhere to two key
principles: transparency and protection
of minority shareholder rights. In terms of
transparency, she said that good formal
corporate reporting allows for more
effective engagement and gave examples

Stressing the Nordic model’s minority
shareholder protection, he asked: ‘Should
the Nordic model be exported to other
countries? No, not necessarily.’ He said
he is on the board of Coca-Cola and that
it would not work there. ‘There is no one
size fits all,’ he said. ‘Diversity in corporate
governance is sustainable and also very
important for European business to
continue to grow and thrive.’
A similar line was voiced by Alessio
Pacces, professor of law and finance at
the Erasmus School of Law, Erasmus
University in Rotterdam, that there is ‘no
best corporate governance model’ and
the reason is that ‘different models suit
different businesses and companies need
different models at different times’.
Jeroen Hooijer, company law unit
head at the directorate general (DG) for
justice and consumers at the European
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‘We need to tackle
the exercise of
shareholder rights
in a crossborder
context. This is
still not working
very well’

of areas that could be covered, including
who is on the board, the company
policy on diversity and an explanation
of the structure of remuneration in the
company.
Hooijer said ‘yes to transparency’
but asked ‘how far should we go with it’
and warned of a possible danger of ‘an
overload of data’.

Double voting
With regard to the protection of minority
rights, Cound expressed concern at
double voting rights in France. Double
voting rights are often related to family
owned businesses, where a family may
only own about 25% of the shares, but
control more than 50% of the voting
rights. From an investor point of view, this
can be problematic.
She also noted that such practices are
common in Nordic countries. However,
she also warned against importing a
corporate governance model from
another country as ‘there could be a lot
of unintended consequences because
company law is different’.
Gilson had some telling final
observations. He said that, in the US,
effective entrepreneur-based companies
promote enforcement of rules by being
prepared to litigate disputes, even
if – ultimately – they stay out of court:
‘Judicial enforcement plays its most
important role by being there rather than
doing the enforcement.’
He also cautioned policymakers
against assuming they can gather
sufficient data to guide corporate
governance decision-making: ‘Things
are happening more quickly now,’
he said. While companies should
push governments to make these
policy decisions, they ‘should be
tolerant that they are working with
imperfect information’.
Hooijer reacted by saying that
commission policymaking ‘shouldn’t
react to the moment of the day. Good
regulation stays for the long term,’ he
argued, referring to all the consultations
and analysis done by the commission
before it tables proposals. ‘You don’t
want to change it every two years. That
would be a nightmare,’ he said. ■
Julian Hale, journalist based in Brussels
For more information:
www.ceps.eu
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The view from

Suren Rajakarier FCCA, head of audit, KPMG, Colombo,
Sri Lanka, on reversing brain drain and recruiting staff
Auditors help businesses appreciate
the importance of linking governance
and risk with value creation. This
doesn’t just encompass auditing and
reporting standards, but also building new
governance structures and implementing
best practice. To a certain extent it’s an
education process – and as assurance
professionals, that’s where we come in,
supporting those clients who wish to
ensure that good governance frameworks
are embedded throughout their business
activities, systems and workplace culture.

Economic reforms are shaping the
professional services agenda. If Sri
Lanka is to become a middle income
country by 2020, harnessing new
technologies and reversing brain drain
will be crucial for the firms which advise
government, public bodies and industry.
In the past, qualified finance professionals
from Sri Lanka typically migrated to the
Gulf, Europe or Australia, taking their skills
and experience with them; it’s an issue
the profession urgently needs to address
if it’s to serve new clients effectively.
From a systems perspective, there’s
an increasing emphasis on developing
and implementing methodologies to
automate certain activities, freeing up
client-facing people to focus on highquality, individualised service delivery and
relationship management.

It is important to
stay in touch with
leavers, not just
for networking but
also to tap into a
pipeline of new
talent through
recommendations

Sri Lanka is highly focused on
improving the investment climate.
The service sector has already grown to
over 60% of GDP, reflecting the appeal
of doing business here. The country
is becoming an increasingly attractive
destination for outsourcing support
services such as finance, accounting and
customer service, as well as high-level
IT and telecoms. This in turn generates
opportunities to provide support around
transaction advisory, buying and selling
companies and evaluating investments,
as well as providing tax planning to
multinationals and Sri Lankan companies.
Most of those large corporate clients
are based in Colombo, but there’s also a
rapidly growing SME sector, so much so
that we have another five offices around
the island and in the Maldives.
Retention is challenging when talent
is in short supply. In a country where
a significant proportion of the working
population are under 30, firms must create
employer brands and value propositions
that appeal specifically to today’s
generation. With more opportunities
opening up overseas, it’s essential to
continually invest in training, development
and employee engagement, so that the
brightest talent can be challenged. One
of my responsibilities is to drive KPMG’s
alumni programme in Sri Lanka; it is
important to stay in touch with leavers,
not just for networking but also to tap into
a pipeline of potential new talent through
referrals and recommendations. ■

Snapshot: Risk
management
Companies face many threats;
what they perceive to be the most
serious risks will vary considerably
between industries and locations
and over time. Some manifest
globally, such as geopolitical risks,
risks relating to the environment,
the ebb and flow of the world
economy and asset price volatility.
One particular issue for risk
managers, accounting teams and
their boards is the increasing
level of regulation and oversight.
The global financial crisis has
produced a demand for greater
transparency and increased
pressure on companies to
demonstrate their soundness
and integrity. This means that
finance teams are expected to
provide management with insight
and guidance on risk in greater
depth than ever before. This has
not always been accompanied by
increased resources.
While the additional burden
creates problems for the finance
team, which may have little in the
way of specialist risk management
resource, the picture is not entirely
negative; they can now expect
that their efforts to provide better
risk information will be taken more
seriously both by their boards and
by management in the companies
in which they work. This can only
improve the quality of the insights
that they generate.
Patrick Healy, executive director,
risk, EY
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Beware of the bot

Will smarter software put human auditors out of business? Possibly, but what does
seem certain is that technical accounting knowledge on its own is no longer enough

According to a recent academic study,
computers are making off with the jobs
of auditors and accountants. Auditors
and accountants may scoff, but they will
need to enhance their own skills if they
are to stay in business.
In that study, The future of
employment, Carl Benedikt Frey and
Michael Osborne of the University of
Oxford pick out auditing and accountancy
as professions ripe for automation. If that’s
where you are, then you need to think
about moving sector, they warn. And you
won’t be alone. Frey and Osborne reckon
that in the US, which was the main theatre
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of their study, nearly half of all jobs could
fall to the all-powerful computer over the
next two decades.
The study says that transportation,
logistics, office and administrative jobs
are all at high risk of automation. More
surprisingly, service occupations are also
highly susceptible, despite recent jobs
growth. Even journalism could fall victim
to big data and the algorithm.
Osborne says: ‘We identified several
key bottlenecks currently preventing
occupations being automated, but as big
data helps to overcome these obstacles a
great number of jobs will be put at risk.’

And, as we know, what happens in
the US is often soon reflected in other
parts of the world. ‘While our analysis
was based on detailed datasets relating
to US occupations, the implications are
likely to extend to employment in other
developed countries,’ says Frey.
The implication is clear. As software
automation races ahead, workers will
shift to jobs that are not susceptible
to computerisation, tasks that require
creative and social intelligence, the paper
states. ‘For workers to win the race,
however, they will have to acquire creative
and social skills,’ the authors argue.

Skillsets | Practice

‘For workers
to win the
race against
automation,
they will have to
acquire creative
and social skills’

So what does this mean for someone
who, say, has been working in one of the
large accountancy firms for a number
of years, building up the technical
knowledge to perform a high-quality
audit for a blue-chip client? Will they
be replaced by an app any time soon?
And, if so, what can they do to secure
their position, or even thrive in this new
automated era?

Future-proof your skills
‘There is an increasing understanding that
you need to develop skills that can’t be
replicated by a computer,’ says Geraldine
Gallacher, founder of the Executive
Coaching Consultancy. ‘These will be
human skills, not so-called soft skills. You
need to differentiate yourself, and be able
to use your judgment.’
Gallacher wonders whether those
who became partners in the large audit
practices 20 years ago would make it
today – training back then drove auditors

to the ‘correct’ solution, but not one
that was necessarily right for the client.
As a way of future-proofing themselves,
Gallacher urges accountants to become
more creative. ‘It is a case of EQ versus
IQ, where more emotional intelligence is
required,’ she says.
It is an area on which the big
accountancy firms are increasingly
focused. ‘There has been a change,’ says
Maggie Stilwell, EY partner and head of
talent for the firm’s assurance practice
in the UK and Ireland. ‘If you go back,
say, 10 years, people seeking promotion
to director or partner might have been
surprised that it was based on more
than technical competence, and that
you suddenly needed a new set of skills.
But now, this more rounded expectation
happens right from training, where we
help trainees understand they need to be
the complete package.’
Louise Brownhill, chief learning officer
at PwC, says: ‘This isn’t new to us, but it
has been a focus recently.’ According to
Brownhill, the firm’s training programme
offers a broad-based curriculum, with
a focus on soft skills, so that as well
as technical training, staff are taught
relationship skills, business acumen,
global acumen and leadership skills.
These four attributes have been brought
together with technical skills under one
banner to create the ‘PwC professional’.
When members of staff are faced
with ‘transition events’, where they are
moving up through the ranks, the firm
ensures that the ‘PwC professional’ skills
are reinforced. Members of staff are also
given a wide range of experience across
the firm. ‘People like variety and constant
challenge,’ says PwC audit partner Carl
Sizer. ‘We all have our strengths and
weaknesses, but we should play to our
strengths. You will always need technical
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expertise, but a well-rounded individual
will be of huge value.’
So how has this shift affected
recruitment? What are the big firms
looking for when they take on new staff,
whether at trainee or experienced level?
‘There is always a great choice of
people who meet the basic academic
criteria,’ says Stilwell. ‘This is very
important as the first part of becoming a
professional at EY, but there were roughly
25,000 people applying for up to 900
trainee places this year, so we have to find
a way of differentiating in that market. We
look for people who have got something
different to offer, someone who can show
some leadership, who has been ambitious
outside their formal education.’
Stilwell adds that EY is committed to
diversity, and appreciates its business
benefit. ‘That is also a lens through which
we are looking at candidates,’ she says.
‘We want to get the best people, and
those who meet the more complex and
international needs of our clients.’

Technology masters
Ultimately, though, the firms are looking for
people with the ability to understand and
interpret what is produced by technology.
‘We are incorporating greater amounts
of technology into the audit process so
that we get better quality audits, but
fundamentally we need humans to look at
the output of that technology to draw safe
conclusions,’ says Stilwell.
Rumours about the demise of auditors
and the rise of the robo-accountant may
be greatly exaggerated, but it is clear
that technical knowledge alone is not
enough to survive in the digital age. ‘So
much is about understanding the human
dimension and client relationship,’ says
Gallacher. ‘There will still be room for
technical skill, but it needs to be coupled
with the ability to be innovative. The
human skill is to come up with pioneering
ways of looking at a problem, to think
outside the box. But if you keep doing
things the same way, then you will be the
one that’s under threat.’
And that is the key. The more human
you are, the less likely it is you can be
replaced by an app. ■
Phil Smith, journalist
For more information:
The future of employment is
available at tinyurl.com/future-emp
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Big data gets bigger

Business intelligence in the form of big data analytics is seen by major
players in Africa as a great way of gaining new and valuable insights
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hen two INSEAD professors, W Chan Kim and
systems. Key data categories include clients’ full clinical profiles,
Renée Mauborgne, came up with the concept
diagnostic and medical treatment data, full demographic detail,
of Blue Ocean Strategy, they contended that
geographic utilisation, health provider supply patterns, financial
competitors could be made irrelevant by creating an
behaviour data and driving behaviour.’
uncontested market space. They argued that rather than
When asked if the investment in big data analytics systems
engage in cut-throat competition, companies can achieve
had paid off for the company, Broomberg says: ‘Discovery’s
growth by systematically creating their own unique and
business has always been data rich, and we have a long track
uncontested market space. Even though the crux of this
record of analysing data to support our efforts in delivering
article is not about the Blue Ocean Strategy, it highlights how value in the healthcare system, ensuring quality of care and
the competitive landscape in Africa is driving companies to
incentivising wellness engagement. Fraud detection and
find new and innovative ways to grow their business.
prevention are some of the areas where data analysis has
Today, many companies on the
delivered good results. For example,
continent are seeing fierce and intense
our data analysis capabilities enable
competition for market share in major
us to detect irregular or suspicious
What is big data?
sectors of the economy like financial
transactions among millions of claims
services, telecoms and consumer
lines processed every year.’
Big data can best be described as
goods. They are looking for innovative
He adds: ‘In 2013 alone, we
a huge volume of data (in both a
ways to gain competitive advantage
realised over R288m (US$25m) of
structured and unstructured format).
outside traditional methods such as
savings through fraud and forensic
It can emanate from a variety of
advertising and marketing. This is why
recovery programmes, which are
sources, and various technological
business intelligence (BI) in the form
backed by robust data analytics. Other
advances have stimulated its growth.
of big data analytics is seen by major
examples include projects to analyse
Radars, sensors and even mobile
players as a great way of gaining new
data of client’s health outcomes
phones can be considered as dataand valuable insights.
and using these insights to develop
capturing devices.
That said, the use of big data is yet
initiatives with doctors and other
The sheer volume of data from
to become ubiquitous in Africa, but
service providers that improve their
all these sources opens the door of
it’s growing in leaps and bounds. The
quality of care over the long term.
opportunity to a better and more
strategic use of big data is seen as an
Through the segmentation of data and
informed decision-making process.
antidote to the cut-throat competition
understanding our members’ health
and shrinking margins that pervade
status, we are able to design specific
the market. This is why the big data
wellness and disease management
revolution is spreading all over Africa
programmes that address the
and major players are entering the fray.
healthcare needs of members with
Discovery, a South African company,
highly complex illnesses.’
is an integrated financial services
organisation that specialises in health
Value-add
insurance and other financial services
Even though the process of using
products. Discovery prides itself as
historical information to predict
a company that uses innovation to
the future is not new, utilising
disrupt market trends and create
data in innovative ways is allowing
value. In line with the business model
companies to focus on valueof creating value through innovation,
adding activities. Discovery and
Discovery constantly explores ways to
many other leading companies in
maintain its competitive advantage.
Africa are following this trend of
It has used big data analytics to
successfully using big data analytics
tackle fraud and billing errors – a
to manage the demands of their
major area of concern in the insurance
growing businesses. The investment
industry. By investing in big data,
in a robust and fully scalable system
Discovery was able to identify and
by Discovery has definitely helped
recover millions of dollars in fraudulent claims and billing errors.
them manage their business more efficiently.
‘All areas of Discovery’s business use big data, including the
The Nigerian telecommunications giant Globacom is also
protection, general insurance and wellness businesses,’ says
using big data to optimise its operations across the West African
Discovery Health CEO Dr Jonathan Broomberg. ‘We have over
sub-region – Nigeria, Ghana, Benin Republic and Ivory Coast.
3.2 million clients globally and we capture data for every single
With the huge amount of data it gets from different customer
interaction that our clients have within the respective insurance
touch points, it has invested in sophisticated analytics systems

The use of
big data is yet
to become
ubiquitous in
Africa, but it’s
growing in leaps
and bounds
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3rd Africa Congress of Accountants
ACCA is a gold sponsor of the 3rd Africa Congress of
Accountants, to be held on 12-14 May in Mauritius, and
organised by the Pan African Federation of Accountants
(PAFA) and the Mauritius Institute of Professional
Accountants. ‘A strong financial management eco-system
is a necessary condition for sustainable economic growth,’
says Jamil Ampomah, director, ACCA sub-Saharan
Africa. He adds that the key challenge faced in several
African countries is the shortage of qualified finance
professionals with the skillsets to prepare high-quality
corporate reports. ‘ACCA aims to contribute to the
development of the accountancy profession in Africa
by equipping our members and trainees to operate at
international standards, enhancing their contribution to
the economic and social development of the region. The
congress, entitled Rising Africa: Partnering for Results, will
include sessions on partnerships between the public and
private sectors, professional accountancy organisation
development, women and accountancy, and public sector
accountancy, among other topics.
For more information:
More information on the event can be found at:
www.acoa2015.com

with the capability of analysing large swathes of structured and
unstructured data to make customer experience more enjoyable.
This understanding of customer needs has helped increase
customer retention and enhanced a more targeted and efficient
overall operation. Big data analytics has also had a top-tobottom impact, from helping decision-makers gain critical and
more accurate insights into the business to helping call centre
staff resolve customer queries much faster.
Another example of the big data revolution is the South
African company Santam Insurance. Santam is quoted on the
Johannesburg Stock Exchange and has presence in up to six African
countries. The company uses predictive analytics with complex
algorithms to process claims and simplify an otherwise labourintensive and fraud-prone process. Just like Discovery, Santam has
been able to improve its operational efficiency and combat fraud.

Big data drawbacks
It’s not in all cases that big data has been put to good
use, however. It’s not uncommon in Nigeria to find mobile
phone companies sending unsolicited text messages to
customers based on what products or services they believe
they would be interested in. Mobile phone companies
utilise the data they have for the opportunity to crosssell other products; however, many customers get put
off by incessant unsolicited messages. Late last year, the
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Public Complaints Commission had to notify the regulator
Nigerian Communications Commission to take action against
any mobile phone company that sends unsolicited text
messages or makes unsolicited calls.
Even though the most subtle of correlations can be detected
within large data sets, interpreting the data meaningfully and
reaching a sensible conclusion is a totally different ball game.
Misinterpretation of data may be responsible for mobile phone
companies targeting customers indiscriminately.
This is why an upfront framework is required if big data is
to be used successfully. Companies must ask important questions
at the outset. What problems are we facing now? What questions
are our key decision-makers asking? Are we able to find answers
to these questions by drawing inferences from the data? Such
a structured approach will prevent companies from being
overwhelmed by the data and falling into the trap of data fatigue,
which inadvertently leads to misuse or misinterpretation.

Key challenges
There are three key challenges. First, the cost of investing in a
sophisticated business intelligence system with predictive data
analytics capabilities is exorbitant. The majority of SMEs in Africa
find the cost very restrictive, therefore they don’t see this as a
priority. Besides cost, some bigger companies that can afford it
do not seem to understand the full impact of the benefits and
are reluctant to make the investment.
Secondly, companies have the challenge of identifying how
best to use the data. There is a risk of getting overwhelmed
by the amount of data coming out from different sources –
hence the need for a coherent strategy to separate relevant
from inconsequential data.
Lastly, there is a distinct lack of big data skills in Africa. This
is symptomatic of a bigger problem, which is the general lack
of skills that already exists in critical areas such as science,
technology and engineering. To drive the big data revolution,
the continent needs a lot more data scientists and IT experts
than are currently available.
When asked if he would recommend the use of big data
for predictive analysis to other companies within the African
continent, Broomberg responds: ‘Big data and big data analytics
capabilities are key for companies to create competitive
advantage. It is an important strategy to assist companies
in understanding customer behaviour better and to design
innovative products and services that not only meet customer
needs but which also make them more agile in responding to
macro-economic trends.’
Even though big data and analytics is not the panacea
to all business problems, decision-makers are getting more
answers than ever before. They are able to make more confident
decisions and predict the future with a higher degree of certainty.
As big data continues to gain traction in Africa, companies will
keep leveraging on the possibilities that it offers them to stay
ahead of the competition. ■
Kayode Yusuf ACCA, finance professional and journalist
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Women at work
Female ‘millennials’ are more confident about their
careers and more ambitious than all other women

Confident, ambitious and increasingly empowered
Two PwC surveys marked International Women’s Day on 8 March. The
female millennial finds women born between 1980 and 1995 are the most
confident female generation. And the Women in Work Index (shown here)
– which ranks the level of female economic empowerment in 27 OECD
countries – sees the rest closing the gap on the Nordic league-toppers.
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58% France
56% Ireland
55% Australia
55% New Zealand
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India 21%
Hong Kong 20%
Taiwan 19%
Malaysia 16%
Philippines 11%

Unequal opportunities

New Zealand

Employers are too male-biased when
promoting internally, say an average 43% of
female millennials, although in Asia Pacific
attitudes were much more optimistic.
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PwC’s survey The female millennial:
a new era of talent is available at
tinyurl.com/qjff9mc, and its
International Women’s Day: PwC Women
in Work Index is at tinyurl.com/qzj9dlc

Mind the gap

2013

The average gender wage gap across OECD countries remains unchanged from 2012. However, the average
figure masks a growing gap in Ireland and Australia, while the UK achieved only a small narrowing of the gap.
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Final demand

Late payment is a major problem, resulting in increased costs, reduced capital spending
and suppliers going out of business. Policymakers globally need to resolve this issue

L

ate payment has been cited as a problem for businesses
for many years – and continues to hit the headlines.
For example, in March, survey findings published by
UK energy supplier npower showed that 23% of small
and medium-sized businesses think that a government-led
implementation of stricter payment terms in the UK would
have a significantly positive impact on their business over
the coming 12 months. Despite 57% of entities putting in
place strict payment terms, many still feel that not enough
pressure is being placed on customers to pay on time.
These findings followed a call in February by the UK’s
Federation of Small Businesses (FSB) for an independent inquiry
into the UK’s poor payment culture. ‘The abuse of small firms
in their dealings with bigger businesses cannot be allowed to
continue,’ said Graham Buck, regional chairman for the FSB. ‘The
gradual creep of payment terms from 30 days to well over 100
days in some cases, coupled with debilitating contract terms,
can have a disastrous effect on a small firm’s ability to operate.
For the payment culture to improve, we need fresh thinking and
decisive steps to be taken.’
Research by ACCA, summarised in a series of three reports
called Ending late payment, Parts 1–3, shows that businesses
with fewer than 50 employees are twice as likely as large
corporates to report problems with late payment. The cumulative
impact of persistent late payment on small business activity is
also significant. Micro-businesses and other small enterprises are
less likely to increase headcount or capital expenditure
when faced with late payment. The impact that late payment
has on such SME expansion is also
significantly greater than the impact on
large corporates.
‘Late payment hurts individual
businesses and the wider economy
in a number of ways, from increased
costs to reduced capital spending
or suppliers going out of business,’
says Rosana Mirkovic, ACCA’s head of
SME policy. ‘What’s more, its impact is
exacerbated among credit-constrained
businesses. Late payment and
customer defaults can cascade down
the supply chain, crossing industries
and borders until they reach the
most financially secure financial
institutions, which in many cases
involves the government.’

Addressing late payment is a complex challenge, not least
because it encompasses trade credit – when payment is not
made at the time when goods or services are delivered, but at
a later date, usually agreed by the two parties. In general, SMEs
around the world receive more short-term credit from suppliers
than from banks. Credit sales in most regions typically account
for 40%-50% of the total, and the total stock of trade credit
outstanding on UK companies’ 2012 balance sheets has been
estimated at just over £402bn (26% of GDP).
‘If you look at flows as opposed to stocks, trade credit is a
bigger source of finance for SMEs than banks,’ says Emmanuel
Schizas, formerly senior economic analyst at ACCA, and author
of the Ending late payment series. ‘It reaches parts of the
economy that banks are ill-equipped to finance, and it’s subject
to systemic risks that can turn a mild downturn into a recession.’
It’s impact – at all stages of the economic cycle – therefore
deserves being better understood.
Companies use trade credit to finance and manage
expansion, and it helps to make long, specialised supply chains
sustainable. ‘Late payment is often understood as a solely
negative aspect in business, but this is not necessarily the case,’
says Chung. ‘It can also be a useful tool for business growth.
Only when this complexity is understood can appropriate
responses be developed to address the aspects of late payment
that do impact negatively on businesses.’
One potential problem is that not all credit sales are settled
promptly. At least 30% of all credit-based sales in developed
and emerging markets are paid outside the agreed terms, while
16%-21% are paid more than 60 days
after the invoice date – the maximum
allowed terms of credit in the EU
without an explicit agreement. Bad
debts are consistently low, however;
below 3% of the total across all regions.

‘Some credit
management
strategies really
do work, and it is
possible to fight
late payment as a
businessperson’
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Multiple causes
Another complexity around devising
late payment regulation arises from its
multiple causes. Late payment is driven
by combinations of five factors;
businesses’ working capital needs,
reflecting new orders and input
price inflation
access to short-term credit from
banks and other intermediaries
access to liquidity at the top of

*
*
*
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supply
chains
and in the
capital markets
business indebtedness and interest rates
business capitalisation, which is driven by
retained earnings, bad debt and equity injections.
Each of these factors is likely to drive late payment at
different stages in the economic cycle – both in a downturn
when access to finance may be limited, and in recovery when
businesses may risk overtrading. This is why SMEs globally were
just as threatened by late payment in early 2013, with a renewed
recovery underway, as they had been in late 2009, towards the
end of the severe credit crunch.

*
*

Policy responses
As ACCA’s research shows, the complex drivers and impacts
of late payment need to be understood by policymakers.
Otherwise, the result could be poor policies that run the risk
of doing more harm than good. Given that nearly nine out of
10 attempts at late payment are successful, access to finance
through late payment is substantially easier than getting bank
credit. So while regulating late payment out of existence is
not only difficult, it might also be undesirable, especially in a
recession, because it would significantly reduce the supply of
credit to businesses.
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‘Ultimately, we have to aim for the
right outcomes with late payment,’
says Schizas. ‘Ninety-day or half-year
credit terms will not disappear altogether;
in some industries we shouldn’t really
want them to. Rather, I think the endgame is to
make late payment unprofitable – as it is in places like Finland.
Business can chisel away at the profit margins of poor payers
through vigilance and good business practice, but also by
embracing better transaction technologies such as e-invoicing
and supplier relationship management. Banks can invest in
relationship management and develop complete supply chain
finance offerings. Governments can help by ensuring an efficient
judiciary, facilitating the flow of credit information and by leading
by example – paying their own suppliers on time and holding
them to account for how they manage their supply chains.’
Policymakers need to ensure that their efforts target the
systemic risks associated with trade credit, as well as the risks
to individual businesses. Late payment and defaults can, for
example, be prevented from spreading by protecting unsecured
debts incurred by failing businesses immediately before
administration. Governments can also influence the banking
sector and credit insurers to commit to a set of good practices
in dealing with businesses or sectors suffering a cashflow
interruption. Even more impact could be achieved by the actions
of ‘deep pockets’ – banks, financial services firms or tax

»
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How businesses tackle late payments
‘There are certain products of ours whose features are
much better than the competitors, for which we will ask
for 100% settlement before goods are shipped. In other
words, we do this when no real substitute products exist.
Having said this, most of our products have competition.
So we do what most competitors do: we have an internal
credit control department, which is independent from
the business/operation team. They are authorised to go
after the customer when needed. Apart from this, we
have worked with the banks to factor receivables at a
preferential rate. We include this in our margins model
before we sell or commit to our customer about the price.’
CFO, industrial automation company, China
‘When a customer has been identified as having trouble,
our first step is to protect ourselves. We look at what is
outstanding, but also what contracts may still be open
and running. As long as our customers are honest with
us in relation to their situation, we try to work with them.
There is no point in behaving aggressively where the
company may just be having a short-term difficulty that
can be solved with cooperation. The experience of credit
control staff with individual customers is crucial because
over time they develop a gut feeling, if you will, as to when
something is not in order.’
Head of accounting and finance, facilities services
company, Germany
‘We ring-fence the old debt and come up with a plan that
sees all current invoices being paid regularly while arrears
are paid systematically until cleared. This has helped
customers to keep afloat during times of financial difficulty
and allowed customers to revise thier business models.’
Financial controller, automotive industry, Zimbabwe
‘In the last six to seven years when financial problems
became acute for many companies, we empowered the
credit control department by transferring personnel with
specific skills from other departments [of the finance
function]. We also improved our internal procedures by
establishing credit control meetings every month attended
by the sales director, the credit control manager and,
as a minimum, two executive members from the board
of directors. We tried to help customers facing financial
difficulties by changing their credit terms. The most
common way was by agreeing with them to pay cash for
new deliveries and for the old balance to be repaid in
one or two years. Of course changing credit terms also
resulted in a change in pricing.’
Chief accounting officer, food processing company,
Greece

authorities that individually finance multiple parts of a supply
chain. Timely intervention or committed support by such a party
can help to stop a cascade of defaults.
Suppliers are not helpless in the face of late payment. They
can protect themselves by investing in customer relationships
and a well-resourced credit control function, conducting careful
due diligence and designing contracts with clear terms of
credit. Alternative sources of finance could be considered, as
well as liquidity insurance. Finally, suppliers need to be able
to distinguish quickly between late payment and genuine
credit risk – asking questions and investigating individual
circumstances. When customers are struggling but ultimately
viable, forbearance can work. Suppliers should seek to protect
themselves from further cash disruption and reduce services,
while also considering payment plans to maximise recoveries.
‘Some credit management strategies really do work, and it is
possible to fight late payment as a businessperson,’ says Schizas.
He refers to how skilfully some suppliers exploit capacity chokepoints – ahead of a major holiday or other peak in demand, or
ahead of a tendering round for public projects, when customers
are keen to keep suppliers on board. ‘This is an under-utilised
form of leverage for suppliers, and governments can create
artificial “capacity events” through tendering, in order to help
suppliers get a better deal,’ he says. ■
Sarah Perrin, journalist
For more information:
Read Ending late payment at www.accaglobal.com/ab/183
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Gathering evidence

With integrated reporting gaining traction worldwide, traditional assurance methods
face a challenge in adapting to this brave, new, much more expansive world

F

ollowing the launch of the International Integrated
Reporting Council (IIRC) framework in December 2013,
around 100 companies worldwide have engaged in
pilot projects, and some are already embarking on their first
report. This is a positive step, but there are some concerns –
recognised by the IIRC – that traditional assurance methods
may not deliver what the groundbreaking approach needs.
Integrated reporting is characterised by its concise nature,
its focus on narrative storytelling alongside hard figures, and
its projections of value creation over the short, medium and
long term. Information is reported in line with the ‘six capitals’,
the fundamental elements that allow an organisation to create
value. Companies typically report on financial and manufactured
capitals, but IR seeks to expand this by including intellectual,
social and relationship, human and natural capitals.
Independent assurance should offer an independent
conclusion that an integrated report represents an organisation’s
strategy, governance, performance and prospects in accordance
with the IIRC’s framework. However, this widens the scope of
traditional assurance, and concern is growing over whether
existing processes can cope in this brave new world.
‘Integrated reports are the future of reporting. They provide
a great opportunity for companies to be much clearer about

how they’re creating value and planning for longevity,’ says
Helena Barton, partner, Deloitte Sustainability. ‘Auditors can
bring credibility by examining the robustness of underlying
management processes.’
The IIRC recently published two papers outlining the current
state of play and inviting feedback. In addition, last October
in Brussels it co-hosted roundtables on the subject with the
Federation of European Accountants.
In its introductory paper, the IIRC says: ‘Just as IR is a new
approach to reporting, a new approach to assurance is needed,
involving a rethink of basic tenets such as independence,
evidence-gathering procedures, the subject matter of assurance
and the content of the assurance report.’
The IIRC has highlighted that integrated reports may contain
information not previously subject to assurance. As a result,
internal systems may not be robust enough to let the assurance
practitioner gather information effectively. Added to this is the
complexity of technical challenges, from ensuring connectivity
and completeness to interpreting narrative and future-oriented
information. The IIRC also acknowledges that implementing
assurance will have an attached cost. However, the benefits of
the process in ensuring that integrated reports are ‘investment
grade’ should outweigh any additional costs.

»
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Other suggestions include a combined
assurance model, through which
management, internal auditors and
external auditors would act together to
establish credibility, as advocated by
the 2009 King Report on governance
for South Africa.
‘Assurers will need to build an
in-depth, robust knowledge of the
reporting organisation, from the top
down,’ says York. ‘In this way, they
will be better equipped to identify
any cracks in the paintwork and offer
insightful commentary on the maturity
of a reporter’s journey.’

Thinking outside the box

Carol Adams, research professor
at Monash Sustainability Institute in
Australia and a member of ACCA’s
Global Forum on Sustainability, thinks
that IR could represent a real shift in
reporting, helping to build a clearer
picture of how businesses create value
over time. She says: ‘In establishing
how to assure for IR, it’s important to
understand where users want to see
credibility added. Assurance must
evolve to meet users’ needs.’
David York, ACCA’s head of auditing
practice, agrees. ‘In the early years,
credibility for integrated reports will be
provided by a wide range of assurers,
perhaps including stakeholder panels,’
he says. ‘Businesses should consult
with their stakeholders on whether the assurance is meeting their
needs. As IR takes off and investors in multinational companies
demand assurance, a common approach will develop that needs
the resources of the largest accountancy firms to provide it.’
In establishing an IR-ready assurance process, participants at
the Brussels roundtable suggested that those responsible for a
company’s governance could also make statements to explain
why they believe the report to be credible and trustworthy.

Since assurance for IR is uncharted
territory, a whole new approach is
called for, Adams believes. ‘It’s no good
just looking at what seems technically
desirable,’ she says. ‘Assurers need
to explore the whole context in which
companies are operating, and clarify to
what extent an organisation is working
to maximise value creation in line with
its own definition.’
In terms of balancing numerical
data with less tangible narrative
elements, auditors are already tackling
similar challenges in relation to the
auditing of sustainability reports,
Barton confirms. It will be a matter of
drawing on their experience to assess
whether processes are robust and have
been drawn up competently.
‘The technical assurance challenges
are not insurmountable, and the
auditing profession must conquer its
fears and develop the capabilities
to assure these reports,’ she says. ‘In
many ways, we’ll be doing what we’ve
always done – being professional
sceptics, guiding and challenging the
client, looking in murky corners and
making tough judgment calls.’
In order to move forward, a
regulatory and legal environment conducive to assurance quality
is integral to ensure the ongoing quality of IR. From there, the
question of how to create consistency and develop an assurance
standard for IR is one that, some believe, falls naturally within
the remit of the International Auditing and Assurance Standards
Board (IAASB), following its work on developing ISAE 3000,
Assurance Engagements Other than Audits or Reviews of
Historical Financial Information, the recognised international

‘We will be doing
what we’ve
always done –
being professional
sceptics,
challenging the
client, looking in
murky corners’
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standard used by auditors to
a company is making progress on
ensure the quality of assurance
Start with a clean sheet
its reporting.’
work on non-financial audits.
However, it will be important
‘The IIRC’s work to capture a
‘Significantly, users will want to have a good level
to keep a balance, confirms York.
diverse range of views on assuring
of confidence in less quantifiable elements such
‘If standard-setters begin to
integrated reports is very valuable
as management and governance processes, and
develop specific standards for IR
and will be a good starting point
whether the extent of social and environmental
assurance too early, there’s a risk
for our work in this area,’ says
risks has been captured accurately. Assurance
that reporters will try to produce
Nancy Kamp-Roelands, IAASB’s
providers must therefore start with a clean sheet
reports that are assurable rather
deputy director. ‘Through our
and consider whether the reporter’s actions are
than continuing to innovate,’ he
dedicated working group, we will
really changing the nature of the business, even
says. ‘This is where credible, nonfurther explore the developments
providing advice on how their reports could be
authoritative guidance could help.’
and continue the discussion.
improved. Stakeholder panels could also help
With the advent of increasing
Our focus will include the market
establish the credibility of IR and determine
regulation, such as the European
demand for assurance, the
whether the report responds to their needs.’
Union’s non-financial reporting
scope of the subject matter on
directive, there can be no doubt
which assurance is obtained, the
Carol Adams is director of consultancy
that reporting robust social and
reporting criteria used by preparers
Integrated Horizons and part-time research
environmental data will become
and the relevant assurance issues
professor at Monash University
ever more important. The EU’s new
that need to be addressed at the
directive requires an initial 6,000
international level.’
companies with more than 500
Meanwhile, Kamp-Roelands believes that ISAE 3000, which
employees to report annually on their social and environmental
was updated in 2013 and addresses both reasonable and limited
policies, risks and impacts. Member states have two years to turn
assurance, provides guidance for practitioners. In particular,
the directive into national law, with the first reports set to appear
greenhouse gas information ISAE 3410, Assurance Engagements
in 2018.
on Greenhouse Gas Statements, offers more detailed guidance.
Despite some of the inherent complexities of assuring IR,
‘Standards play an important role in uniting auditors under
there’s also a sense of optimism surrounding the potential for
a common set of guidelines,’ Barton says. ‘If existing assurance
IR to transform reporting and give reporters and stakeholders,
standards such as ISAE 3000 cannot be adapted to suit IR, a
including investors, greater clarity on the value that companies
new standard will eventually need to be developed. However,
bring to society.
with companies already working on their first integrated reports,
Tackling the assurance challenge will require ongoing
this shouldn’t stop us from getting on with the job of assuring
dialogue between reporters, assurers, investors and standardthem in the meantime.’ For example, companies listed on the
setters, and may need to vary to cater for different markets.
Johannesburg Stock Exchange have been required to use IR
Ultimately, assurance for IR should be determined by market
since 2010 on a ‘comply or explain’ basis.
demand, ACCA and the IIRC agree. ACCA sees a role for itself in
helping to improve user understanding and prevent ‘expectation
No shortcut
gaps’ by building capacity within the accountancy profession and
‘South African companies have had a good few years to practice
developing tailored education programmes.
IR, and have also been searching for a suitable assurance model
‘We have some lofty aims for IR assurance, not least the shift
and process for longer than most other countries,’ Barton
of focus to value creation, streamlining the corporate reporting
explains. ‘This is not easy, and few have yet managed to present
model, enhancing stewardship and accountability for a broad
full assurance on the integrated report as a whole. Until there is
range of capitals, and the more efficient allocation of financial
further clarity on how integrated assurance should be conducted, capital,’ says Michael Nugent, the IIRC’s technical director. ‘We
some companies are opting for a combined assurance approach.
recognise that engendering trust in integrated reports will be
This takes time, and requires greater involvement from boards
integral to achieving these aims, and therefore it’s encouraging
of directors in both the monitoring of strategic non-financial
to see so much innovation and discussion taking place around
information and report production. There is no shortcut, but work the issue of assurance.’ ■
is under way and we simply have to keep experimenting until
we find the most robust and suitable criteria against which to
Katharine Earley, journalist
provide assurance.
‘Overall, as reporting frameworks evolve towards drawing
For more information:
up more forward-looking, strategic analysis, it’s important to
consider to what extent future-oriented information can be
Assurance on IR: an introduction to the discussion and
verified by a third party. By joining the conversation at an earlier
Assurance on IR: an exploration of issues are available at
stage, auditors will be in a better position to determine whether
tinyurl.com/IIRC-assure
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Taking the temperature

With austerity measures looming large over hospitals around the world, can we still
somehow build a sustainable future for healthcare, asks ACCA’s Gillian Fawcett

H

ealthcare is rarely out of the
headlines. It could be the
temporary closure of accident
and emergency departments in the
UK, political fights over Medicare
and Medicaid in the US, or health
systems in a developing country
stretched to breaking point following
the outbreak of a devastating
disease such as Ebola. There will
always be passionate debate on
whether the right resources are
being committed to the right areas
at the right time in health systems
around the world.
The healthcare systems themselves
can vary greatly between countries.
There can be differences between the
size and role of both the public and private sectors, the balance
between preventative services, acute care and longer-term care,
as well as administrative structures and mechanisms – the glue
behind the scenes that holds the systems together.
However, these systems, no matter in which country they
are, face very similar challenges: changing populations and
demographics, the rise of preventable illnesses, financial
constraints and political scrutiny.
Yet it is clear that possible solutions to these challenges will vary
from one country to the next: there is no ‘one-size-fits-all’ answer.

It has become
clear that existing
healthcare
systems
are unlikely
to remain
sustainable in the
longer term

Funding need
But answers need to be found, as it is becoming increasingly
clear that the existing healthcare systems are unlikely to remain
sustainable in the longer term in the absence of either additional
funding or innovative approaches to delivering health services.
This is one of the key conclusions of Sustainable healthcare
systems: an international study, a detailed report by Nottingham
Trent University and ACCA. Its authors, Professor Malcolm Prowle
and Dr Don Harradine, have examined the current healthcare
systems in 11 countries across several continents, looking at how
they are coping with their various challenges, and drawing out
examples of best practice.
And as with so many other public policy matters, much of the
challenge comes down to money and politics. The study elicits
some revealing attitudes and observations. Nearly two-thirds of
the healthcare professionals interviewed for the study say that
they feel it is unlikely or even impossible that their country’s
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system is financially sustainable in the
long run. Fewer than one in 10 think
that it definitely is sustainable.
But when asked whether it is
likely that more money from their
governments would be forthcoming, a
similar two-thirds say such a likelihood
is low. Instead, eight out of 10 believe
that there will be a drive for efficiency
improvements to secure the longterm future of their healthcare system.
More than half believe there is a
medium prospect of the introduction
or extension of charges to users, while
a slightly smaller proportion accept
that there will be the introduction of an
insurance system.
Unfortunately, austerity looms large
over many of the healthcare systems around the world. We see it
here in the UK, and it is evident elsewhere. As the study observes,
the impact of the economic recession led many governments to
borrow money to fund budget deficits. But this was untenable and
so they were faced with the need to cut public spending.
Attempts may have been made to ring-fence crucial services,
such as health, but there have been subtler impacts of austerity
as well. Rising unemployment, reduced incomes and increasing
taxation have an indirect impact on the demand for healthcare
and the ability to pay for it. Developing countries, which rely on
overseas financial aid to supplement their own healthcare finances,
have suffered as donating countries cut back on their aid budgets.
For these reasons perhaps it is not then surprising that
governments around the world are looking to reorganise how
healthcare is provided, whether that is at the hospital level or at
a primary care level through doctors’ surgeries. And this is where
Prowle and Harradine hit the nail on the head.
They highlight the comments made by Nigel Lawson, a former
UK chancellor of the Exchequer, who described the UK’s National
Health Service as the nearest thing the British have to a national
religion. And as one interviewee for the study says: ‘I think health
is a very politically sensitive issue for any country… health is
something that everyone is concerned about and so this is the
nature of the sector. So I think we can’t get away from all these
bad headlines. What we hopefully will get away from is politicians
making changes to the health sector without helping the sector.’
But as all those that work in the public sector will be only too
aware, public opinion matters and can unfortunately act as a brake
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▲ The right
medicine
Indian tobacco
factory workers
wait to get their
medicines at a
hospital in
Madhya Pradesh
on any attempts to reorganise or refinance our public institutions.
This is amply demonstrated by the study’s finding that, apart from
the lack of financial resources, public opinion is seen as one of the
most significant factors posing resistance to change, supported
by resistance from health professionals and the media. How many
times have we seen our health services used as a political football?

Change in behaviour
But perhaps it is just as difficult to change the politicians’
behaviour as it is to change the lifestyle choices that people
make that can have considerable consequences for healthcare
priorities further down the road. Both are equally challenging,
but both need to be resolved to ensure any form of sustainability
in healthcare systems.
The study also uncovered other resistors to change: a lack
of consensus among politicians about the nature of change
required, the influence of private economic interests, and
bureaucratic interests in maintaining the status quo.
The second of these, the influence of the private sector, is worth
investigating further. As the study rightly notes, in virtually every
country there is some form of private healthcare services for private
individuals in return for payment, either directly or through a private
health insurance scheme. Inevitably, there will always be political
discussion on the appropriate size of the private healthcare sector,
but of more interest to policymakers is the role the sector can play
in the provision of healthcare to non-private patients.
In theory, there are advantages in using the private healthcare
sector for this purpose, including the use of spare capacity

in the private sector at lower cost and the exposure of public
healthcare providers to market competition. There can also be
disadvantages, however, not least problems that arise when profit
motives conflict with public service equity considerations. In some
countries, such as the UK, there is a significant involvement of the
private healthcare sector in publicly financed healthcare, and other
countries are experimenting with this idea. In some countries such
an approach is strongly resisted, possibly on political grounds. It
is important that the approach to be adopted is considered on its
merits and not on the basis of an ideological position.
So what are the implications for finance professionals working
in the healthcare sector and so often closely involved in the
negotiations over resource allocation and change management?
As the authors say, the problem is that in non-authoritarian
democratic countries there is likely to be much resistance to
change. So the key message for politicians and healthcare
managers and professionals, including those in finance, is they
need to devise ways of communicating the essential need for
changes and the means by which they should be implemented.
Only then will we be able to ensure that healthcare is in the
headlines for the right reasons, not the wrong, in the future. ■
Gillian Fawcett is head of public sector at ACCA
For more information:
Read the report Sustainable healthcare systems: an
international study at www.accaglobal.com/public-sector
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Career boost

Presentations are about more than delivering a logical speech, as Dr Rob Yeung
explains, plus settling squabbles, the work-life pipedream and how to get rich quicker

Talent doctor: Presentations

was it didn’t work. She recalled: ‘At
the end, one guy said “I have no idea
what you just said”. I realised you have
to talk to people where they’re at, not
where you’re at.’
Consider your audience’s
background, understanding and
needs. Do they understand the need
for action and just want guidance
on how to act, or are they sceptical
and require persuasion that action is
actually needed?

Relevance

Dr Rob Yeung is
an organisational
psychologist and coach at
consultancy Talentspace
Suppose you need to give an
important presentation: a sales pitch
to clients, a speech at a conference
or an update to shareholders. Maybe
you’re a leader wanting to change
the direction of your organisation
or boost the output of employees.
What’s the best place to start?
When I run presentation skills
workshops – whether for novices
wanting basic rules or seasoned
executives seeking further refinement –
I introduce early on the acronym CARE.
The four letters give us an overview of
how best to construct any speech.

Core message
If your audience leaves remembering
only one thing, what should that be?
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It can be useful to write down in a single
sentence the key outcome you wish to
achieve. Do you want decision makers to
say yes to your proposal? Do you need
customers to put their trust in you? Are
you trying to change behaviours?
You may wish to communicate several
related points, but audiences are often
easily bored or confused – or both.
Better to emphasise and achieve one
clear goal than aim for several things and
accomplish none.

Audience
Some years ago, Greenpeace USA’s
executive director Annie Leonard was
giving a presentation. To get her point
across, she assembled a sophisticated
pitch packed with data. The only problem

I think of ‘core message’ as what you
want and ‘audience’ as what they
know. Relevance is about working out
how to bridge the two and convey your
core message to that audience.
Imagine a politician wanting to rally
support and votes. Her core message
is ‘vote for me’. But she might choose
different facts, stories and language
for say a group of university students
versus business executives. What
is pertinent and interesting for one
group may fall flat with another.

Engagement
Finally, consider how you will engage
people and make them want to
listen intently to your message. How
will you use inflection, pacing and
pauses to sound more entertaining?
How will you employ body language,
facial expressions and even
movement around a room to be
visually engrossing?
Presenting effectively involves many
skills, but taking a few minutes to work
through the CARE acronym will help
you to assemble something that will
not only inform, but perhaps even
inspire an audience. ■
For more information:
www.talentspace.co.uk
@robyeung
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Work-life balance a
pipedream for most
Business employees say that
their jobs regularly encroach
on their free time because of
increasing workplace pressure,
according to a survey.
The survey – by serviced
office and global workplace
provider Regus – polled
22,000 workers across more
than 100 countries. It found
that work pressures frequently
interrupt home life, with 66%
saying that having to attend
to work matters in their own
time happened less five years
ago, and 64% saying that the
use of instant messaging by
businesses to communicate
with staff has increased.
As well as the growing
impact on free time, the
expectation that staff will be
available to take emails and
texts at any time or place is
damaging business etiquette,
with 62% saying last-minute
changes to meetings
happened too often.
Regus Hong Kong manager
Michael Ormiston said: ‘The
global work environment is
changing, and technology,
especially mobile and instant
messaging, has huge benefits
in enabling business people
to be more flexible about
how and where they work.
However, it is important that
being always connected is
beneficial to productivity and
not a distraction for workers
when they are living their
personal lives.’

Safety first
US college students put
job security ahead of job
fulfilment, according to a
survey from Adecco Staffing
USA. The perfect job, it seems,
is a steady one rather than an
inspiring one, with 70% saying
they would rather have a
stable job without a high level
of emotional investment or
passion than one with lots of
passion but no job security.
The survey also found that
79% of students think they will
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The perfect: conflict resolution
You can do your best to avoid conflict in both your personal and professional life, but you
cannot escape it. The ability to recognise, understand and resolve workplace conflicts
effectively will not only help to minimise them but also add to your soft skills and strengthen
your relationships with colleagues. So when conflict arises, consider doing the following:
Determine the cause of the original conflict while acknowledging there may be perfectly
valid yet opposing points of view.
Agree on a resolution process that the warring parties are willing to commit to, including
a timeframe for each to discuss how they feel about the issues and their interests.
Ensure that each party listens to the other and understands that they will be given a
chance to respond – but not until the
first party has finished expressing
their thoughts.
Write down any resolution
that the parties agree to. This
provides a concrete physical
commitment and may be
necessary should HR end
up getting involved
and legal issues arise
later on.
Follow up on
resolution action.
Make sure that the
agreed aspects of the
resolution are being
acted on by all parties
involved. When
this happens, the
attempted resolution
has a good chance of
working.

*
*
*

*

*

find a job within five months,
although finding a job is still
their top concern.
Joyce Russell, president
of Adecco Staffing USA,
said: ‘With the first group of
Generation Z now in college,
it will be fascinating to learn
how this new generation of
the labour force differs in
terms of aspirations, outlook,
expectations and priorities.’
The survey questioned
1,001 college undergraduates
and recent graduates in the US,
aged between 18 and 24.

The Big Four’s best two
EY and Deloitte are the sole
Big Four representatives in this
year’s Sunday Times Best 25
Big Companies in the UK. They
ranked 14 and 22 respectively,
and it is the first appearance
on the list for either.

The annual list – in its 12th
year – ranks companies of
all sizes on criteria ranging
from employees’ opinions
of leadership, wellbeing,
personal growth and
management to corporate
social responsibility, pay
and benefits.

How to get rich quicker
The good news for
professionals in the early
stages of a career in banking
and finance is that they can
expect their earnings to at least
double after five to 10 years.
That was the conclusion of
a study of more than 41,000
professionals around the
world in a range of sectors by

salary benchmarking service
Emolument.
The salary acceleration is
a result of moving into more
senior bonus-paying roles
in investment management,
asset management, origination
and advisory, and trading.
The biggest hikes of all occur
in origination and advisory,
where more than 15 years’
experience sends average
earnings up to £454,000.
Middle and back-office
roles deliver a much slower
and steadier rise in salary,
largely because the bonuses
are not so bumper. ■
This page is compiled by Beth
Holmes, journalist
For more information:
www.accacareers.com
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CPD

Being marvellous

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

Tony Grundy uses the example of entertainment company Marvel to illustrate the
relationship between strategy and finance during mergers and acquisitions

M

arvel, the entertainment company famed for its
rather crude model is that, if operating profit margin were 50%,
comics and films, is a brilliant MBA case study for
based on more recent results, then zero sustainable growth rate
illustrating the interplay between strategy and
would give you the current share price.
finance in an M&A context. Marvel’s films are based on comic
The next step would be to see what sustainable growth rate
characters that were popular half a century ago. Technology
and operating profit margin would give Disney its break-even
has given them another surge of karmic-like popularity.
share price of US$50 per share. This is achievable if financially
In 2009, Disney bought Marvel for US$4bn, at a 29% premium
modelled using Disney’s cost of capital, tax rate and extra
to its existing share price of US$38 (see Marvel’s results over a
investment costs under some reasonably stretching strategic
five-year period below). This gives MBA students two dilemmas.
assumptions. At first pass this suggests Disney paid a stiff price.
One is that its sales growth (one of the seven value drivers of
To actually add economic value to its shareholders and get at
a company’s share price) is highly volatile, so not only is it hard
least as big a share of the ‘value cake’, Disney needs to take the
to assume a positive figure in the future, but there are also big
Marvel brand and really motor with it.
questions over the stability of its cash stream. This is obviously
To achieve this, it is no good just to throw in ballpark
vulnerable to pulling off ‘blockbusters’ in the box office, and
assumptions (as many MBA students do) that economies of scale
that is in turn dependent on fads. The second dilemma is that
will improve operating profit margin by 2% without calculating
operating profit margin is volatile too – because Marvel has high
in real money as to what that actually means and how it can
fixed costs and volatile revenue due to lumpy blockbusters.
be achieved. Financial models that work just through flexing
In understanding the company’s valuation, MBA students are
percentages can be quite delusional. Another example is where
inclined to simply take an average over the
you have a sustainable growth rate of, say,
five years and hope for the best. This is a
8% over 10 years: that compounded is an
start, but this situation is screaming for a
increase in sales of 115%, which would
‘How to’ video
set of assumptions that are based more on
make Marvel a £1.45bn business. What
strategy and the future environment. Some
does that mean in terms of overall market
See the first in a series
get that; others don’t.
share and overall relative market share?
of management and strategy
videos by Tony Grundy – on how
Alternative models
Disney effect
to deliver exceptional customer
It’s crucial to get one’s head around the
One useful exercise is to see what new
service – at www.accaglobal.
valuation problem, particularly as, at the
strategies a Marvel board can come up with
com/ab/187
time, Disney didn’t want to be seen to
on its own. Could these produce a valuation
For previous Tony Grundy
overpay – something that was suggested
that would persuade its shareholders to tell
articles on strategy and
and affected the share price. So one starts
Disney to go away or to squeeze more out
management theories, visit
by looking at what combinations of sales
of Disney? What does Disney actually bring
www.accaglobal.com/abcpd.
growth rate and operating profit margin are
to the party? Distribution, creativity, cost
See also www.tonygrundy.com
consistent with the current share price. One
synergies? These things are often unclear.

Marvel results in US$m
			

2008		2007		2006		2005		2004

Sales			

676.2		485.8		351.8		390.5		513.5

Operating profit margin

346.5		

271.8		

110.8		

169.0		

207.3

Operating profit margin

51%		

55%		

31%		

43%		

43%
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Unfortunately, many MBA students are at the age when
they don’t watch Marvel films, so their sense of the underlying
psychology of demand (a clue to fathoming sustainable growth
rate) is weak. I have seen many films with my stepchildren and
listened to their appetite for these films. It seems that after
Iron Man 6, you have probably had enough, so there are some
potential market and product-lifecyle constraints on the horizon.
But over progressive cycles of doing the simulation, more
and more ideas have emerged for exploiting the Marvel brand
and its lesser-known characters that can be ‘pick and mixed’.
Not only are there TV media opportunities, but also other brand
extensions such as theme parks and adult computer games.
So in latterday runs of the model, we have been getting
reasonably plausible sets of strategic assumptions consistent
with share prices of US$80-plus. This would certainly suggest that
on the basis of strategic vision and new strategic development,
Marvel was undervalued and – although not a cheap buy at
US$50 per share – still an attractive one. Marvel, however, could
and should have put up a more spirited defence.
When I teach this case, I drum it into the students that they
have to do a number of things to make their projections and
valuations robust:
Think about the drivers and constraints to market growth, and
have some idea, percentage-wise, what that is likely to be.
Think about the impact of competing films and also of
substitutes over time.
Think about ways of extending the business model.

*
*
*
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*
*

Translate any percentage changes in variables into real
strategies and test their plausibility.
Ensure that if you are making improvements that will
necessitate revenue costs, that this is modelled in some way
through the operating profit margin; or where capital or other
investment is needed, ensure this is included.
Make sure the terminal value (the value at the end of the
planning period, valued as a perpetuity) is entirely credible.
The array of potential valuations of Marvel is huge. Its value is
highly dependent on the external environment and on future
strategy; simply extrapolating from the past using sustainable
growth rates and operating profit margins (as many MBA
students choose to do) is simply dipping your toe in the water.
Many new strategies are derived from working out new ways
to exploit the distinctive strategic assets of the business – and, in
this case particularly, the brand and heritage of its characters and
the brilliance of its film designers and technicians. One thing that
Disney certainly needed to get right was to avoid alienating them.
This would almost certainly have caused value destruction.
So ask yourself the following questions:
What’s the value of your business on the basis of present
strategies?
Does that give you a value gap between this and what you
really want?
What strategies can be used to fill that value gap?
How robust are these given your true capabilities, potential
imitation and the resources you have? ■

*

*
*
*
*
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The dark side of KPIs

In this second article in his series on key performance measures, David Parmenter looks
at how KPIs can have unintended negative consequences

E

very performance measure is like the moon: each has
a dark side, an unintended negative consequence.
The importance of understanding this dark side
and the careful selection of measures should never be
underestimated. Many of an organisation’s measures may
be encouraging unintended behaviour. The frequency with
which measures are set to fail by at best naive, or at worst
corrupt, management is breathtaking.
As Dean Spitzer, an expert on performance measurement,
says: ‘People will do what management inspects, not necessarily
what management expects.’ The following two examples show
how performance measures can go wrong.

Example 1
A classic example is the city train service that had an on-time
measure with draconian penalties for drivers. Those who were
behind schedule learned simply to stop at the top end of
each station, triggering the green light at the other end of the
platform, and then continue the journey without incurring the
delay of letting passengers on or off. After a few stations, a driver
was back on time, but the customers – both on the train and on
the platform – were not so happy.
The lesson here is that management should have been
focusing on controllable events that resulted in late trains, such
as the timeliness of investigating signal faults reported by drivers
or preventative maintenance on critical equipment that was
running behind schedule.

Example 2
Managers at a UK hospital
were concerned about the
time it was taking to treat
patients in the accident
and emergency
department. They
decided to measure
the time from a
patient’s being
registered to their
being seen by a
house doctor.
Staff realised
that while they
could not
stop patients
registering

Accounting and Business 05/2015

with minor sports injuries, they could delay the registration
of patients in ambulances as they were getting good care
from paramedics. They began asking the paramedics to
leave patients in the ambulance until a house doctor was
ready to see them, thus improving the ‘average’ time it took
to treat patients. Each day there would be a car park full of
ambulances and some even circling the hospital waiting for a
parking spot.
The lesson here is that management should have been
focusing on the timeliness of treatment of critical patients.
They needed only to measure the time from registration to
consultation for these critical patients. Nurses would then have
treated patients in ambulances as a priority – the very thing
they were doing before the measures were put in place.

Shake-up
Measurement needs a new approach. It should be undertaken
by trained staff, be consultative, promote partnership between
staff and management, and align with the organisation’s
critical success factors and strategic direction.
Spitzer has suggested the appointment of a chief
measurement officer, who would be part psychologist, part
teacher, part salesperson and part project manager. The CMO
would be responsible for setting all performance measures,
assessing the potential dark side of a given measure,
abandoning broken measures and leading all balanced
scorecard initiatives. ■

Next steps

*
*
*

Ascertain the measures that are damaging your
organisation, and gather support to abandon them.
Read Spitzer’s Transforming Performance Measurement
(tinyurl.com/spitzerTPM).
Start promoting the appointment of a chief
measurement officer.

For more information:
For a chief measurement officer’s job description, email
parmenter@waymark.co.nz
David Parmenter’s The New Thinking on KPIs paper is at
www.davidparmenter.com
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In 2011, the
International
Accounting Standards
Board (IASB) issued
amendments to IAS 19,
Employee Benefits, and
indicated that there were
further matters that required
a more fundamental review
of pensions and related
benefits. These matters
included the issues relating
to contribution-based
promises (CBPs).
Examples of CBPs are
where the employee receives
a pension based on the
performance of the assets
in the pension plan and
the employer provides a
guarantee of the minimum
performance of those assets.
The employee accordingly
receives a benefit that is the
higher of the contributions
plus the actual return on the
assets in the plan and the
guaranteed amount.
Alternatively, the
employee may receive a

Pension posers

The accounting for contribution-based promises in employee
benefits is only one of the issues with IAS 19, says Graham Holt

guaranteed benefit based
on a specified return on
‘notional’ plan contributions
by the employer. The IFRS
Interpretations Committee
(IFRIC), which issues guidelines
for International Financial
Reporting Standards (IFRS),
tried to develop a solution
for the accounting
for such plans but
removed it from its
project agenda in
May 2014.
Many hybrid
Although some
schemes may have
pension plans
a few features that
are classified as
bring them into
defined benefit
the defined benefit
category of IAS
schemes but their
19, they may be so
risks are quite
much closer to a
standard defined
different
contribution plan
that full defined

benefit accounting
does not seem
appropriate. Meanwhile
other schemes may be
close to defined benefit
arrangements, but have risksharing provisions that reduce
the sponsor’s exposure.
The IASB considered
contribution-based promises
in the discussion paper that
preceded its latest revisions
to IAS 19. In that paper, the
IASB looked at a fair value
measurement basis for such
schemes. However, neither the
Interpretations Committee nor
the IASB decided that change
was needed.
IAS 19 requires an entity
to classify post-employment
benefits as either defined
contribution plans or defined
benefit schemes. A defined
contribution scheme is

one where the entity pays
specified contributions into a
separate entity (a fund) and
has no obligation to pay more
contributions if the fund does
not have enough assets to pay
all the accrued benefits.
By definition, if a scheme is
not defined contribution, then
it has to be defined benefit,
and the entity must use ‘the
projected unit credit method’
to account for it.
Using an actuarial
technique with this method,
the entity calculates the
present value of defined
benefit obligation (DBO),
which has been discounted by
bond rates. The discount rate
used is determined by

»
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reference to market yields at
the end of the reporting
period on high-quality
corporate bonds, or, if there is
no deep market in such bonds,
by reference to market yields
on government bonds.
The entity determines
the deficit or surplus as the
difference between the
present value of DBO and the
fair value of its related plan
assets. This deficit or surplus
is recognised as a net defined
benefit liability (asset) in the
statement of financial position,
subject to an asset ceiling test.
IAS 19’s measurement
process does not properly
reflect risk differences among
plans because the present
value of the DBO does not
fully reflect the value of risk
relating to future cashflows
from the DBO. However, the
fair value of the plan assets
reflects the value of risk
relating to future cashflows
from them by the use of
market prices.
Defined benefit plans are
distinguished from defined
contribution plans by the
fact that the entity suffers the
actuarial and investment risks.
The accounting for defined
benefit plans is covered by
IAS 19 but the accounting for
hybrid plans such as CBPs
under IAS 19 often results in
counterintuitive measurement.
Many hybrid plans are
classified as defined benefit
schemes but their risks are
quite different. For example,
in some CBP schemes, the
obligation is calculated by the
entity projecting the benefit
on the basis of an assumption
of future performance of
the plan’s assets, which is
potentially higher than bond
rates. In CBPs, investment risk
does not always fall entirely on
the entity, but is often shared
by employees. This sharing
of risk is not dealt with by IAS
19 and thus the entity could
show an excessive plan deficit
because the present value
of the DBO is much higher
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than the fair value of the plan
assets. This is because the
discount rate is lower than the
projected higher return on
plan assets.
The number of hybrid plans
is rising as more employers
reduce their risk exposure.
Entities are also buying
annuities, and using longevity
swaps to manage pension risk.
IAS 19 has been questioned
from various other conceptual
viewpoints as IAS 19’s
measurement basis is quite
different from other IFRSs.
For example, it is difficult to
reconcile a pension liability

with the definition of a liability
in the conceptual framework,
and similarly, the requirement
to reflect unvested benefits
and future salary increases in
the entity’s obligations.
The netting off of the
plan assets and defined
benefit obligations is also
inconsistent with other IASB
pronouncements. IAS 19 has
current acceptance because
of its relative ease of use and
because issuers and users
have found some merit in its
information content. A new
model would increase costs
and have significant effects on
the business. The
general opinion
is that frequent
changes of pension
IAS 19 has been
accounting are
questioned from
unnecessary
and costly.
various conceptual
The IASB feels
viewpoints as its
that the issues
measurement
relating to CBPs
and eliminating
basis is quite
diversity in practice
different from
are important,
and that costs and
other IFRSs
benefits should be
carefully assessed

when recommending any
change to the accounting
treatment of pensions.
The main scope of IASB’s
current research project is
accounting for new pension
plans that incorporate
features that were not
envisaged when IAS 19 was
issued. It is proposing to
fundamentally review the
principles of measurement,
and classification in IAS 19.
The research will probably
revisit such issues as CBPs,
the discount rate for employee
benefits, and exemptions
for entities participating
in multi-employer defined
benefit plans.
Another topic under
discussion concerns whether
a pension surplus could be
recorded as an asset on the
statement of financial position
in certain circumstances.
IAS 19 limits the measurement
of a net defined benefit asset
to the lower of the surplus
in the defined benefit plan
and the asset ceiling. IAS 19
defines the asset ceiling as
‘the present value of any
economic benefits available in
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Qualifications
Technical
Advisor
(Taxation)
ACCA’s reputation is grounded
in over 100 years of providing
accounting qualifications. We
complement our long traditions
with modern thinking and aim to
create value for the professional
business community through
standards and services which
are innovative, relevant,
and of the highest quality.
The main purpose of this job is
to work within a small team of
technical tax people to ensure
the quality control of all the tax
papers in the ACCA Qualification
up to Professional level exams.

the form of refunds from the
plan or reductions in future
contributions to the plan’.
IFRIC’s IFRIC 14
interpretation of the
requirements in IAS 19
addresses when refunds
or reductions in future
contributions should be
regarded as available. IFRIC
14 states that a refund is
available if the entity has
‘an unconditional right’
to a refund. The IASB has
undertaken a project to clarify
whether a trustee’s power to
augment benefits or wind up
a plan affects the employer’s
unconditional right to a refund
and thus, in accordance with
IFRIC 14, restricts recognition
of an asset.
Essentially the project
is assessing whether an
entity could get economic
benefit from a surplus in a
scheme and whether there
is an unconditional right to
a refund. At present, entities
can recognise a surplus as an
asset, even though the trustees
could change the benefits
and wipe out the surplus. The
implications of these changes

appear less
severe than
previously thought – IFRIC
is not seeking to prohibit
recognition of surplus in
schemes where there is no
future accrual of benefits. The
changes are expected to be
made separately from the
annual IFRS improvements
process and, once they are
confirmed, entities should
review the rules of their
scheme and revisit any legal
opinion previously obtained
about the ability to recognise
a surplus.
Because pension schemes
can have infinite variations
with differing degrees and
forms of risk-sharing, the IASB
may consider the general
principle of measurement
of pension schemes with
the aim of determining a
measurement basis that works
for all types of schemes. The
IASB’s work relating to the
measurement of insurance
liabilities and discount rates
may help here.
Finally, compounding the
above potential changes, the
economic situation has had an

impact on pension schemes.
In 2014, long-term inflation
assumptions derived from the
gilt market were about 0.2% a
year lower than at the start of
the year. Taking the changes
in inflation, discount rates and
interest costs into account,
a typical pension obligation
could be significantly higher
than at the end of 2013.
The degree of change in
the net defined benefit liability
will depend on whether the
asset performance has kept
pace with the change in
the size of the obligation.
However, as bond yields are
down significantly since the
start of the 2014, the value of
liabilities will probably have
increased much quicker than
scheme assets. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
University Business School

As part of this role, it is essential
to ensure that examinable
documents, study guides and
examiner reports are also kept
up to date. This includes quality
assurance of tax exams set for
up to 20 different countries,
for which training will be given.
The Qualifications Technical
Adviser (QTA) will play an
important role in shaping the
new syllabus for Taxation at all
levels whenever the ACCA or
CAT syllabi are reviewed.
ACCA has a vision that all exams
will be delivered on-line and
taking the current paper exams
to an on-line environment will
be an exciting challenge for the
QTA, who will be supported
through the project. Work on
shaping the syllabus and study
guides for all the Fundamental
level tax exams has started, and
implementation of the creation
of paper and computer-based
exams, specimen exams and
computer-based practise tests
is commencing.
If you believe you have all the
necessary skills to effectively
perform this role then please
apply at the following link:

http://recruitment.accaglobal.com
The role can be based in
either London or Glasgow.

For more information:
www.ifrs.org
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Bin the boilerplate

With new-style audit reporting due to begin next year, auditors around the world are
bracing themselves for the accompanying challenges. Audit will never be the same again

The brief, binary, clean or
qualified boilerplate auditor
report known to generations
of auditors and readers of
accounts is being consigned
to history. The roots of the
extended auditor reporting
that will replace it across the
globe go all the way back to
the financial crisis.
The International Auditing
and Assurance Standards
Board (IAASB) has published
its finished work on extended
auditor reporting, with
implementation slated for
December 2016 year-ends.
The US is working on its own
standard but the two are
closely aligned, with similar
concepts and much discussion
between the standard-setters.
Sue Almond, ACCA’s
external affairs director, says
that extended reporting is
‘one of the most exciting
developments in audit
reporting in my whole
professional career. There
have been no significant
changes in auditor reporting
– certainly on a global basis
– in 30 or 40 years. This is the
standard-setter trying to be
responsive and take a major
step forward.’

Providing colour

An extended audit report
is all about responding
to the demands for more
information. The idea is to
enhance the information value
of the report, moving audit on
from its current binary pass/fail
nature, and to provide users of
accounts with colour around
what happened in the audit
and where some of the key
audit judgments were made.
Brendan Murtagh FCCA,
former ACCA president and
founding partner at LHM
Casey McGrath in Dublin,
joined the IAASB in 2012. He
is one of 18 board members
responsible for developing
and revising the auditor
reporting standards over the
past three years.
He says: ‘Following the
financial crisis, it became clear
the level of information in the
audit report needed to be
improved and there needed to
be greater transparency. As we
worked through the project,
what became clearer was that
it was not an expectation gap
but an information gap that we
needed to bridge.’
The principal change facing
auditors is reporting on key
audit matters:
those issues that
have taken up the
time and effort
‘The regulators
during the audit. ‘It
are already alive
is a judgment piece
for the auditor,
to the impact
who is required to
on the market if
discuss the issues
auditors were to
with those charged
with governance
say something
and then disclose
that could cause a
in the audit
report why it is of
run on a bank’
significance, how
the auditor has
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responded and how sufficient
comfort has been achieved
to be able to give the audit
opinion,’ Murtagh explains.
So while the audit opinion
(clean or qualified) will be
at the top of the report, the
detailed context for that
opinion will be presented
– and that represents a
fundamental change. The
result, Murtagh says, ‘is
intended to put information
in the hands of the users
so they can make a more
informed decision’.

‘Game changer’
Diana Hillier, PwC partner for
international standards, says:
‘These new standards give
us an opportunity to deliver
innovation and insight in a way
not previously permitted. We
can demonstrate publicly the
relevance of the audit, rebuild
trust in auditors and, crucially,
underpin confidence in
reported financial information.
This a game changer for
all stakeholders.‘
And game changers are
never universally welcome.
There is bound to be
nervousness, with questions
raised over issues such as
auditor liability. But once an
audit is subject to a legal
challenge, anything becomes
discoverable. As Almond
points out: ‘There is nothing
in the extended audit report
which shouldn’t be in the audit
file anyway.’
Indeed, the extended
auditor report is a chance
for auditors to show off
their stuff. ‘Audit partners
will be wary of significant
change but the other side is
it opens up opportunities,’
Almond says. ‘The debate

about competition and
concentration underlines
there is very little that lets
firms differentiate themselves.
There is an opportunity for
firms to look at the way they
report in the audit report –
the final product – and the
quality insights they give.
There is an opportunity for
more to be in the public
domain which reflects on the
quality of what they do.’
Robert Stenhouse
FCCA, chair of the ACCA
Global Forum for Audit and
Assurance and director of UK
national accounting and audit
at Deloitte, agrees, adding
that he is a huge fan of
extended auditor reporting.
‘I encourage ACCA auditors
around the world to grasp
this opportunity and use their
audit reports to showcase
what fantastic work they do,’
he says.
Through the reports,
auditors will be seen to
respond to challenges in a
way that should resonate
with stakeholders, Stenhouse
adds. ‘We need more
transparency about what
auditors do and how they
do it. We should no longer
live with the pretence that
everyone knows what a bland
audit report means.’
Such a major step will
not be without its problems
in practice. The IAASB has
tried to limit the degree of
specificity in the standard
to allow practice to develop
and evolve. Almond says:
‘Only when you come to write
some of these things do you
uncover some of the practical
challenges from both the
company perspective and the
auditor perspective.’

Auditor reports | Technical

▲ Audit’s engine room

The UK’s extended audit
reporting requirement has
been widely interpreted, with
KPMG’s five-page report on
Rolls-Royce being notable for
detailing the risks that had the
greatest effect on the audit, its
procedures and its findings

Too bright a light?
But is there a danger that
the light being shone by
the extended audit could
end up being too bright in
some circumstances? When
the economy is benign an
extended audit report may
not worry management,
but when times get tough
Stenhouse warns that
‘these audit reports will
become trickier’.

If the entity does not
value external audit, then
it won’t value an extended
audit report. ‘However, the
best boards will know there
is comfort from, and value in,
the fact that stakeholders and
investors get an audit report
which shows that auditors
have looked at the right thing,
know their business, and are
engaging and challenging
the entity appropriately,’
Stenhouse says.
There may well be some
questions raised about
specific, heavily regulated
sectors. ‘For systemically
important sectors such as
banking, the regulators are
already alive to the impact
on the market if auditors
were to say something

that could cause a run on a
bank or provoke some sort
of economic contagion,’
Stenhouse says. ‘As extended
reporting spreads around
the world, there needs to
be appropriate recognition
that this is a powerful
communication mechanism.’
Feedback from a pilot
suggests that auditors were
confident of being able to
identify the right key matters.
‘We see implementation
bringing both opportunities
and challenges,’ Hillier says.
‘The new reports will be as
new to management, audit
committees and users as they
are to auditors – we will all be
on a learning curve.
‘The aim is audit reports
that are insightful and tailored
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to the company. It would be
a setback if this just becomes
a boilerplate exercise. That
said, there will be a certain
degree of similarity when
auditors address similar
facts, circumstances and
outcomes, both for the same
company over time and across
industries. But that, in and of
itself, provides insight.’
The point of extended
auditor reporting is that
it will allow auditors to
enhance audit quality,
improve transparency and
alter their engagement with
stakeholders. Audit, never
mind the audit report, will
never be the same again. ■
Peter Williams, accountant and
journalist
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Technical update

A monthly roundup of the latest developments in financial reporting, audit, taxation and
legislation from the IASB, IFAC, the European Union, the OECD and elsewhere
Financial reporting
IFRS essentials
The International Accounting
Standards Board (IASB)
publishes investor guidance
online under the title of The
essentials to raise investor
awareness of International
Financial Reporting Standards
(IFRS) and to enhance the
insights that investors can
obtain when analysing
information produced by IFRSbased financial statements.
The IASB says the aim of
the guidance is to provide
an overview of how a specific
accounting standard (or aspect
of it) is relevant to financial
statement analysis.
The board has issued
guidance on cashflow
statements and the
presentation of financial
statements. In the presentation
of financial statements
guidance, it highlights two of
the principles in IAS 1:
Financial statements should
fairly present the company’s
performance.
Disclosure of immaterial
items can obscure material
information.
The guidance explains
how investors can use
their knowledge of these
fundamental IFRS principles
to enter into an effective
dialogue with management
about the presentation of their
financial results.
The guidance says its aim
is to shed light on how some
aspects of IAS 1 are relevant
to the debate about IFRS vs
non-GAAP information. A
large number of companies
use non-GAAP measures to
communicate aspects of their
financial performance.

Europe changes telecoms VAT regime

*

The European Commission has issued a report explaining the new VAT regime for EU
telecoms, broadcasting and electronic services. From 1 January, these have been taxed
within the EU in the country of the consumer of the service rather than its provider. For more
information, see tinyurl.com/EU-VAT-2015.

*

The IASB says that
investors have informed it that
they value the insights that
such measures can offer but
may lack confidence using
them, because:
it is not always easy to see
how the non-GAAP metric
has been calculated
they do not know if the
metric has been subject to
external assurance or audit
they do not know if
the metric has been
consistently calculated
over time.

*
*
*

These useful IFRS series
guides can be found at
tinyurl.com/IASB-essentials.

Leases
The IASB has issued a
document outlining the
practical effects of the new
standard on leases that
is scheduled to appear
this year. It highlights that
companies will be required
to bring leases onto the
balance sheet and provides
details on the similarities and
differences between the IASB’s

requirements and those of
the US Financial Accounting
Standards Board (FASB).
The document offers
three very helpful illustrative
examples: a large food
retailer that leases a large
proportion of its retail space
using off balance sheet leases
of between 15 and 30 years;
an airline with around 80% of
its aircraft owned or leased
under finance leases and the
remainder under off balance
sheet leases; and a distributor
of construction and building

»
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materials that leases plant,
machinery and real estate for
between two and 10 years.
The examples given show
the position now, the position
under the new proposed
standard and the position
under FASB treatment. You
can find the examples at
tinyurl.com/leases-examples.

IFRS 15
The European Financial
Reporting Advisory Group
(EFRAG) has told the
European Commission
that it supports IFRS 15,
Revenue from Contracts with
Customers, as consistent with
EU-adopted IFRS.
EFRAG states that IFRS 15
meets the requirements of
Regulation (EC) No 1606/2002
of the European Parliament
and of the Council on the
application of international
accounting standards in that it:
is not contrary to the
principle of ‘true and fair
view’ set out in article
4(3) of Council directive
2013/34/EU
meets the criteria of
understandability,
relevance, reliability and
comparability required of
the financial information
needed for making
economic decisions and
assessing the stewardship
of management.
EFRAG accordingly
recommends that IFRS 15
should be adopted.
You can follow the status
of IFRS 15 adoption at tinyurl.
com/IFRS15-progress.

*
*

Public sector service
performance
The International Public
Sector Accounting Standards
Board (IPSASB) has issued
Recommended practice
guideline 3, which provides
guidance on the reporting
of service performance
information.
It offers guidance on
presentation decisions
about service performance

Accounting and Business 05/2015

information that will meet
users’ needs, and the
information that should be
presented when reporting
service performance
information.
You can find more at
tinyurl.com/IPSASB-RPG3.
Glenn Collins, head of
technical advisory, ACCA UK

European Union
Tax ruling transparency
law proposed
The European Commission has
proposed a directive to force
EU states to automatically
share information about
their tax rulings. Under the
proposals, the national tax
authorities would send a short
report to all other member
states on all their crossborder
tax rulings every three months.
Governments could
then ask for more detailed
information and adjust their
tax policies to take account of
any resulting tax avoidance,
says the commission.
More at tinyurl.com/
taxinfo-exchange.

Switzerland bank deal
The European Union and
Switzerland have agreed
to automatically exchange
information on financial
accounts from 2018,
preventing EU residents from
hiding undeclared income in
Swiss banks to evade tax.
The deal means that from
2018 onwards EU member
states will annually receive full
financial account information
of EU residents who hold
Swiss bank accounts, including
names, addresses, tax
identification numbers, dates
of birth and balances.
Formal approval of the
deal, which complies with
OECD tax transparency rules,
is expected by July by the EU
Council of Ministers and the
Swiss government.
More at tinyurl.com/EUswiss-deal.

Automatic financial
information exchange
A detailed report has been
released by EU experts on
how the EU and its member
states should comply
with the Organisation for
Economic Cooperation and
Development’s standard on
the automatic exchange of
financial account information.
The European
Commission’s expert group
on automatic exchange of
financial account information
for direct taxation purposes
(AEFI group) has published
advice on issues such as
timelines, data protection,
legal definitions, due diligence
on existing accounts and
minimising red tape.
For more information, go to
tinyurl.com/AEFI-summary.

Strategies for common
tax policies
The European Commission has
released a working paper that
assesses potential strategies
for pulling together the fiscal
and taxation policies of those
EU countries that use the euro
as their currency.
The paper looks at the
proposals that have been
floated so far on coordinating
government expenditure and
the potential for developing
plans on integrating tax
collection strategies.
For more information, go to
tinyurl.com/euro-taxrevenue.

Better fraud
checks required
The European Parliament’s
budgetary control committee
has called for more thorough
checks on EU institution and
budget spending.
In a detailed resolution, it
noted that while the value of
EU frauds has been falling,
the number of scams has
been increasing. Members
of the European Parliament
have called on the European
Commission to prevent further
loss of funds by analysing
cases of fraud better.

It also called on EU
member states – which spend
and manage 80% of EU funds
– and the commission, which
bears overall responsibility – to
work harder to claw back more
of the money lost to financial
irregularities, especially in
agricultural funding.
The committee added
that the commission should
disclose how much money it
recovers from member states
after demanding they pay
back EU regional development
funding that has been
misallocated or stolen. No
such data currently exists.
More information on
the European Parliament’s
budgetary control committee
is at tinyurl.com/EU-budgetcontrol.

OECD
Swiss tax transparency
reforms welcomed
The Organisation for
Economic Cooperation and
Development’s global forum
on transparency and exchange
of information for tax purposes
has ruled that Switzerland has
made sufficient reforms on the
subject to be peer-reviewed.
An OECD report on Swiss
tax transparency will be
released in the second half of
next year.
The forum noted that
Switzerland had introduced
a new law on international
tax administrative assistance
that met OECD standards
and has agreed exchange of
information mechanisms with
127 jurisdictions.
The forum also released
peer review reports on six
jurisdictions, assessing their
compliance with international
tax transparency standards.
Five of the jurisdictions (Aruba,
the Cook Islands, Hungary,
Portugal and Uruguay)
were deemed to be largely
compliant and one (Curaçao)
partially compliant. ■
Keith Nuthall, journalist
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On the fraud frontline

The director general of the European Anti-Fraud Office (OLAF), Giovanni Kessler,
explains how he is tasked with protecting the financial interests of the EU
The European Union’s (EU)
Anti-Fraud Office (OLAF) is in
many ways a unique body – a
team of expert accountants,
lawyers and law enforcement
professionals looking for
fraud in an annual budget
approaching €150bn,
spent by a 28-country
international organisation.
It is unsurprising that fraud
occurs in such a complex
setup – indeed, financial
crime thrives where there are

potential cultural and linguistic
misunderstandings and crossborder misunderstandings.
Speaking to Accounting
and Business in an exclusive
interview at his office in
Brussels, OLAF’s director
general Giovanni Kessler
explains that one key focus
in 2015 would be public
procurement issues, where
EU money is spent in member
states. Research has shown
that such local contracts are

particularly hard to monitor and
control, and OLAF will continue
to energetically analyse
information on ‘irregularities’
in the spending of EU regional
development funds (called
‘structural funds’ in EU jargon),
such as the European Social
Fund, the European Regional
Development Fund, as well as
development money spent in
developing countries.
Tasked with protecting
the financial interests of the

EU, OLAF may use similar
tools as those employed by
private sector auditors to
check financial flows, Kessler
explains. In some cases, these
prove essential to ‘spot some
peculiarities, some events that
might indicate the existence of
fraud’, he says.
In some cases, the
same groups and even
the same accountants are
behind potential fraud
involving public EU

»
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The European Anti-Fraud Office
(OLAF) was established in 1999,
following the resignation of the
Santer Commission, led by Jacques
Santer, after a report criticised the
executive’s management failings
in the face of fraud and nepotism
within the commission, replacing the less powerful and
autonomous UCLAF anti-fraud unit.

Basics

*
*
*
*

OLAF is part of the European Commission, currently
under the responsibility of the European Commission
vice-president for budget and human resources
Kristalina Georgieva. It is, however, independent in its
investigations concerning fraud, corruption and other
illegal activities that affect the EU’s financial interests.
OLAF also investigates matters relating to the
conduct of officials and staff of EU institutions,
and offers support to the European Commission
and other EU institutions in the development and
implementation of anti-fraud policies.
In 2013, OLAF opened 253 investigations and issued
353 recommendations for action to be taken by EU
institutions, bodies, offices, agencies or competent
authorities of EU countries. It recommended the
recovery of over €400m to the EU budget.
The organisation had a budget of €57.7m in 2013,
when it employed 440 people – 350 focusing directly
on fraud.

Giovanni Kessler is an Italian
prosecutor who has dealt with
organised crime, corruption and
financial crimes in the Italian courts,
including the Sicily branch of Italy’s
Anti-Mafia Department (Direzione
Investigativa Antimafia).
He later became deputy head of the Kosovo Verification
Mission, run by the Organisation for Security and
Cooperation in Europe (OSCE), before being appointed
vice president of the OSCE parliamentary assembly.
Kessler was elected to the Italian parliament,
as an independent member, in 2001. During his
five-year mandate, he authored legislation on the
International Criminal Court, the European Convention
Against Corruption of the Council of Europe, on
international judiciary cooperation, and the EU’s European
Arrest Warrant.
He was also the Italian high commissioner to combat
counterfeiting and the president of the legislative
assembly of the autonomous province Trentino, in
northern Italy.
Kessler became OLAF director general in 2011. His
non-renewable mandate expires in 2018.

CV
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money in several member
states, he adds.
With OLAF supporting
the European Commission
in the development and
implementation of anti-fraud
policies, lessons learned
from OLAF cases on public
procurement expenditure feed
into Brussels-designed rules
for public procurement, says
its director general.
In 2013, OLAF worked with
the commission to devise riskbased indicators that could
spark red flags of suspicion
among public authorities when
checking the expenditure of
public money. It also provided
training to the commission’s
auditors on the detection
of fraud by using these
indicators and on reporting
fraud suspicions.
A commission report on the
protection of the EU’s financial

interests, released in July 2014,
argues that such initiatives
would be useful in member
states: ‘The Commission
believes that greater efforts at
national level on combating
and detecting fraud should
be deployed,’ the report
reads, recommending that EU
countries review their controls
‘to ensure they are risk-based
and well-targeted’.
The setting of common
standards for reporting on
fraud issues affecting EU
money is one of the key
aims of this report. Some
EU member states may have
been reluctant to admit
where fraudsters have bilked
EU-sourced funds, Kessler
explains. ‘There has been in
the past the tendency not
to report irregularities to the
Commission in order not to be
blamed, not to be considered
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years, but there is still work to
be done.’
The commission’s report
estimated that €248m in
EU-funded expenditure was
affected by fraud in 2013,
a drop from €315m in the
previous year. When it comes
to EU revenues, suspected or
confirmed fraud amounted to
€61m in 2013, also showing a
decrease from the previous
year, when the amount hit by
fraud was estimated at €77.6m.
The corresponding figures for
2014 are expected in the first
half of 2015.
In public procurementrelated cases, OLAF also
investigates collusion among
bidders, falsification of
requirements to participate
in a tender, plus conflicts of
interest and collusion between
public officials running tenders
and bidders, Kessler explains.
The latter ‘might be the
endpoint of something even
worse: corruption’, he says,
noting that for OLAF this may
be difficult to prove, ‘but it’s
enough to say that there has
been a suspicion of collusion
or irregularity in the bidding
for us to start an
investigation’,
he adds.
‘Transparent,
‘There has been
efficient tender
a tendency not to
procedures
are of utmost
report irregularities
importance for
to the commission
clean, competitive
in order not
markets,’ he
continues.
to be blamed
When it comes
or considered
to corruption
cases involving
fraudsters’
public officials
handling EU money
in EU member
fraudsters,’ he says, adding
countries, Kessler explains that
that this mentality needs
national public administration
changing ‘by not blaming
authorities have the primary
those who do report, but by
responsibility for preventing
soliciting those who report
fraud. A potential investigation
very little to check their
by national law enforcement
control capacity and reporting
authorities or OLAF only arises
capacity’. He continues: ‘We
if this line fails, he adds.
have progressed very much
As the only EU-wide
in this area over the last few
administrative investigation

body, OLAF is well placed to
look at potential transnational
fraud involving European
money, he says. ‘We are
still a bit too attached to a
national version of fraudrelated crimes, which might
have been the case some
years or decades ago,’
Kessler continues, noting that
nowadays, with a European
and global market, these
kind of crimes are becoming
increasingly transnational.

EU revenue
While most of its work is
dedicated to investigating
fraud in spending EU
money, OLAF also probes
potential fraud involving EU
revenues, which includes
import duties, earmarked
for EU spending as ‘own
resources’ in EU-speak.
OLAF officials will in 2015
continue to focus on cigarette
smuggling, counterfeiting
and undervaluation of goods
entering the EU.
In terms of specific case
examples, in 2014, OLAF
helped national customs
authorities in a pan-European
operation discovering
some 1,500 containers of
undervalued goods entering
the EU from China. False
quantities and different origins
of the goods were declared
to the customs authorities.
There was also an operation
in France against counterfeit
cosmetics coming from the
same country. ‘We are talking
large quantities,’ Kessler says.
These cases have
benefited from cooperation
between OLAF and the
Chinese authorities. ‘We
have been able to develop
our investigations there,’
with prosecutions in China
following, Kessler explains,
adding that collaboration with
China so far looks promising.
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Tobacco smuggling and
contraband cases continued
to pour into the OLAF in-tray
in 2014 and should remain
a priority. In November
2014, Italian and German
law enforcement authorities,
with OLAF’s help, dismantled
an international tobacco
contraband network that
manufactured cigarettes in
the EU. ‘It then simulated
fictitious exports outside
the EU or carried out real
exports to third countries and
subsequently smuggled the
cigarettes back into the EU
with the aim of avoiding the
applicable customs duties and
taxes,’ an OLAF note reads.
It estimated that the Italian
budget alone lost at least
€90m through this scam.
In December 2014, OLAF
provided Dutch customs
authorities with information
helping uncover a shipment
of 3.9 million cigarettes near
Eindhoven. The cigarettes had
allegedly been manufactured
in Belarus and some were
found concealed in kitchen
cabinets – a legitimate part of
the cargo. Tobacco smuggling
into Europe has become very
profitable for fraudsters over
the past years due to the high
taxes, Kessler says.
With a rising caseload,
OLAF will have to win internal
challenges to cope. Some 400
OLAF staff members dealt with
hundreds of cases last year
and processed about 1,300
new pieces of information of
potential investigative interest,
according to Kessler. ‘But
we are quite confident,’ he
says, noting that the OLAF
2014 report will show ‘that
we manage to keep [our]
investigative services up to
the challenge’. ■
Carmen Paun, journalist based
in Brussels
For more information:

Visit the European Anti-Fraud Office at
tinyurl.com/d5msylw
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The drive for better boards
Sabine Dembkowski and Stefan Wegener, co-founders of Better Boards, are bringing
together best thinking on how to design and develop effective boards

Sabine Dembkowski and Stefan
Wegener are co-founders and
managing partners of Better Boards, a
consultancy dedicated to developing
effective boards that make a superior
contribution to the value creation
process in their organisation. Find out
more at www.better-boards.co.uk

CV

How to build a better board
1 Composition
It is crucial to understand how different specialists, preferred
roles and personality styles complement each other.
2 Leveraging strengths
It’s important to understand the individual strengths
of members and how they can be leveraged to create
something bigger than the sum of the individual parts.

Almost daily we read on
the business pages about
fallouts or failures of boards.
In fact, recent research has
highlighted that 58% of all
CEOs lose monies for their
investors and that 63% of
board members are replaced
during the course of a
holding by a private equity
firm. So what is going wrong?
Sabine Dembkowski, cofounder and managing partner
of Better Boards, says that
most executive development
programmes tend to stop one
or two levels below the board.
‘We have worked with
heads of business units or
department heads in the
past, and it has often become
clear that the problem lies
elsewhere,’ she says. ‘In fact,
what we saw on this level were
beautiful examples of the
mirroring effect in action in
large organisations.’
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Dembkowski explains
that members of boards may
be more closely observed
than they realise, with
those working for them
displaying behaviours that are
interpretations of what they
see at board level.
‘To address this issue,
more and more organisations
all over Europe conduct
management and board
audits. We have seen
hundreds of such reports
and designed, delivered and
participated in numerous
feedback sessions,’ she says.
The outcome of all this
is that Better Boards has
developed its own online
board audit tool.
‘We bring together
thinking from industry,
management consultancy,
investors and private equity,
and focus on top executive
development, effectiveness

3 Clarity about roles and responsibilities
Substantial grey areas are the norm rather than the
exception on many boards. The most effective ones are
crystal-clear about roles and responsibilities.
4 Common vision
A clear common orientation at the top is pivotal.
5 Resolving conflicts
Effective boards and their members understand how
to resolve conflicts between the board and the next
management levels.
6 Organising work
The organisation of the executive committee’s work
depends critically on the board secretariats and the
interplay between the chairman and CEO. Effective boards
understand how to structure their work.
7 Regular reviews
Regular timeouts, where board members can connect with
each other and reflect on their work, are crucial to success.

and value creation,’ explains
Dembkowski. ‘Our reports are
designed in such a way that
it is easy and obvious what
the specific actions should be

without any interpretation on
our side.’ ■
Pauline Schu, policy and
research officer, ACCA
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Ahead of the game

ACCA’s 11 global forums are delivering international thought leadership that is helping
persuade policymakers of the profession’s vision of the future, says Sue Almond

▼ A decade down
the line
Alan Johnson: ‘We are
in position to influence
outcomes that could take
10 years to fully adopt’

Ethics and professionalism,
integrated reporting (IR)
and the skills needed by
accountants in the future
were among the issues
discussed at Think Ahead,
the third symposium of
ACCA’s global forum chairs
and vice chairs, which took
place in March in London.
ACCA has 11 global
forums, with members who
are experts in a wide range of
issues relating to business and
accountancy. The forums help
ACCA meet its 2020 strategy,
and shape and influence its
national and global policies.
The expert members ensure
that ACCA is at the forefront of
a changing business landscape.

Influence
The day began with a lively
session on success, impact and
influence, with global forum
members discussing future
aspirations for their agendas.

They shared their views
on the value of the forums in
providing thought leadership,
advocacy and a complete
picture of business and the
public sector that enables
ACCA to comment externally
with credibility.
Alan Johnson FCCA,
chair of the Global Forum for
Accountants for Business, said:
‘The work we are undertaking
on governance with the
Organisation for Economic
Cooperation and Development
is important, and ACCA and
the global forums are ahead
of the game, in position to
influence outcomes that could
take up to 10 years or more to
fully adopt.’
This view was echoed by
Robert Stenhouse FCCA, chair
of the Global Forum for Audit
and Assurance, and director
for national accounting and
audit at Deloitte. He said:
‘ACCA’s global forums provide

evidence, and through this
are able to demonstrate what
we think. That carries a huge
amount of weight externally
with our many stakeholders.’

Integrated reporting
The key issue of IR was tackled
in a session chaired by Sarah
Grey, markets director of
the International Integrated
Reporting Council (IIRC).
Attendees were asked how
more organisations can meet
investor needs for higherquality information in areas
they consider key for their
capital allocation, and how
IR and the reporting process
can help to join up and
implement integrated thinking
across organisations.
Faris Dean FCCA, chair of
the Global Forum for Business
Law, said: ‘Investors are
demanding more information
after the dotcom crash and the
most recent global financial
crisis. IR could benefit the
organisation more. There also
needs to be a cultural shift,
and accountants have a role to
play in IR.’
All agreed that IR
brought accountability and
transparency, but that more
awareness-raising is necessary.
Some forum members said
more advocates are needed to
explain the benefits of IR.

Ethics
On the issue of ethics and
professionalism, Ewan Willars,
ACCA’s director of policy,
reminded attendees that
ACCA was proud to offer the
first accountancy qualification
with an ethics module. He
added: ‘Ethics is high on
the agenda of consumers,
governments and business.

Organisations are becoming
more reliant on non-financial
data to make decisions.
Society’s perceptions of what
is appropriate behaviour, and
what is ethical, are changing.’
Many agreed that the
profession has a vital role to
play in an ethical future, but
thought the challenges arose
from cultural differences in a
global business environment.
All agreed that the
accountancy profession had
to maintain and protect its
ethical stewardship, but that
expanding its ethical stance
was even more important.

Future skills
The day ended with forum
members examining the skills
and competencies required
by accountants in the future,
in a session called ‘Looking
to 2020’. Members saw the
issues affecting skills in the
future as wide-ranging, from
the influence of technology to
changing career trajectories.
The skills seen as important
were commercial ability,
analytical and decision-making
skills, strategic thinking and a
flair for communication in an
increasingly digital age.
It was also agreed that
accountants should be
leading the debate on ethics,
governance and management
of risk. The forums believe
the world in 2020 will be
one with more regulation,
more risk, more integration –
especially political – and one
where business knowledge,
communication and
engagement skills will matter
even more. ■
Sue Almond, external affairs
director, ACCA
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Council goes to Glasgow

Customer-centred solutions in a digital world, an updated rolling governance plan and a
variety of presentations were all on the agenda at ACCA Council meeting in Scotland

ACCA’s Council met in
Glasgow in March. It
presented an opportunity
for Council members to visit
ACCA’s Glasgow offices and
to gain an understanding
of the work carried out
by staff in areas such as
examinations, applications
and ACCA Connect.
During the meeting:
Council broke into
discussion groups to
consider the issue of
a digital approach to
customer-centred solutions,
which is one of the key
capabilities to deliver
ACCA’s ‘Strategy to 2020’.
Council approved the
proposed budget for
the organisation for
2015–16. Following a
recommendation from
a group of committee
chairmen, Council also
approved achievement
measures and targets

*

*

*
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*
*

to be put in place to
track ACCA’s strategic
performance in 2015–16.
Council was delighted to
welcome Lee White, the
chief executive officer of
Chartered Accountants
Australia and New Zealand,
to the meeting. Lee gave an
interesting presentation to
Council on his experiences
of the recent merger
between the Institutes of
Chartered Accountants
of Australia and New
Zealand. Lee’s presentation
was a useful precursor to
a Council discussion on
partnerships and relations
with other bodies.
On a recommendation
from its Governance
Design Committee, Council
endorsed an updated ACCA
rolling governance plan.
Council noted a report
from the Qualifications
Board reviewing

*

the December 2014
examination results. It
noted that the Board had
ratified the results with no
major issues raised.
Council received
presentations from the
chairman of the Market
Oversight Committee and
the vice chairman of the
Remuneration Committee.

*

Council confirmed Leo Lee
as its preferred nominee
for vice president 2015–16.
(The formal elections for
ACCA’s officers will take
place at the Annual Council
meeting immediately
following the AGM on
17 September 2015.)
Council’s next meeting will be
in London on 20 June 2015. ■

Shareholder rights – a step too far
While improved communication between companies and
shareholders is welcome in principle, the related party
transactions and remuneration changes set out in the
European Commission’s proposed revision to the EU’s
shareholder rights directive go too far.
That was the view of some of the attendees at a
recent debate entitled Striking the right balance in
corporate governance and shareholder engagement,
held in Brussels and organised by ACCA, along with
EuropeanIssuers (an organisation that represents publicly
quoted companies in Europe), business lobby group
BusinessEurope, and the European Confederation of
Directors Associations.
Despite praise for the directive’s intention to give
companies the right to identify their shareholders, some of
the proposed wording was criticised for underestimating
the complexities of today’s capital markets.
A panel discussing disclosure, including remuneration
and related party transactions, made clear its preference
for a principles-based approach, with detailed regulation
left to each member state.
While a ‘say on pay’ may empower and incentivise
shareholders to engage in the corporate governance of
companies in jurisdictions where shareholder power and
engagement is weak, in jurisdictions where it is strong, the
drawbacks may override the advantages.
Panellists also criticised the proposal on related party
transactions as likely to slow down decision-making,
force company groups to constantly monitor thousands
of transactions, lead to the disclosure of information that
should be kept confidential, and build up additional costs.
A second panel on shareholder rights and shareholder
identification concluded that pooled (omnibus) accounts
might be cheaper than segregated accounts, but that they
significantly reduce visibility and are problematic in terms
of shareholder identification and voting.
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Online learning venture
ACCA opens up access to the accountancy profession through a new programme
of online courses in collaboration with EdX and Epigeum
ACCA has launched a series
of digital, high-quality,
open-access courses in a new
venture called ACCA-X.
ACCA-X’s courses will be
delivered on the EdX platform,
an online learning destination
founded by MIT and Harvard.
The open-access courses will
feature content developed
by Epigeum, a spin-off from
Imperial College London,
whose courses are used by
95% of the UK’s Russell Group
universities.
At the heart of ACCA-X’s
creation is the need to offer
accessible, affordable and
high-quality learning that
provides the opportunity to

ambitious individuals around
the world to obtain the skills
and qualifications they can use
in their careers.
‘Along with EdX and
Epigeum, we believe that
ACCA-X will attract a diverse
range of talent to the
profession,’ said ACCA chief
executive Helen Brand.
‘ACCA-X will broaden
access to learning and allow
more learners than ever before
to gain valuable financial
literacy skills and prepare for
the ACCA Qualification. We
will also collaborate with our
existing learning partners,
employers and universities
through partnership

arrangements to support their
overall delivery and success,
making ACCA-X a valuable
addition to their offerings.’
The first courses to be
offered – ‘Introductory financial
and management accounting’
and ‘Intermediate financial
and management accounting’
– are available for registration
now. They are free to anyone
anywhere in the world and will
start in July, will be 10 weeks
long and will require around
three hours of study per week.

ACCA-X will then offer
three US$89 courses in
Bangladesh, India, Nigeria
and Zambia, which open
for registration in July and
are available from October
2015. These are: ‘Accountant
in business’, ‘Management
accounting’, and ‘Financial
accounting’. Success in these
papers and completion of
ACCA’s Professionalism and
Ethics module will lead to
the Diploma in Accounting
and Business. ■
For more information:

Find out more at
www.acca-x.com/global/en.html
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ACCA member
benefits
Employability
Membership improves
earning power and job
prospects on a global
scale.
Influence and
representation
Members play key
roles in representing
and developing the
profession, backed by
cutting-edge research.
Knowledge and
connections
Keep up to date with
our publications and
social media feeds. Our
events let you network
with a large peer group.
Personal development
CPD, training and career
progression support.
ACCA Careers
Our career portal gives
guidance and lists job
vacancies worldwide.
Customer care
Fast and efficient
support around the
clock, by phone, email
and webchat.
Go to www.accaglobal.
com/memberbenefits
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Happy 110th, AB!

This year we celebrate 110 years of ACCA’s member magazine,
which has always reflected the spirit of the age, whatever its name
In 1905, ACCA launched a
journal called the Circular, a
modest, one-page affair. Its
profile was raised, its content
expanded, and its name
changed regularly over the
succeeding years.
The Circular became The
Accountants’ Circular in 1908,
The Certified Accountants’
Journal in 1909, The
Accountants’ Journal in 1947,
The Certified Accountants’
Journal in 1966, Certified
Accountant in 1981 and
Accounting and Business in
1998. The last name change
reflects the centrality of
accountancy in commerce
and remains relevant to our
members’ interests today.
By 1926, ACCA’s journal
had a circulation of 5,000. It
rose to 36,000 by the end of
the 1960s and 108,000 by 2004,
and stands at 170,000 today.
A browse through the back
issues in ACCA’s reading room
revealed some interesting
content. In 1912, for example,
it was proclaimed: ‘Although
many women might make
excellent bookkeepers, there
is much in accountancy proper
that is altogether unsuitable
for them and [we should] not
say anything which might

► Eminently
suitable
ACCA was the
first professional
accountancy body
to admit women
members

tend to encourage women to
embark upon the accountancy
profession. Accountants’ work
does not sound romantic
enough for the average girl,
who likes something more
sentimental and thinks figures
dry and uninteresting.’
Undermining this view
was the fact that ACCA had
already admitted its first
female member, Ethel Ayres
Purdie, in 1909.
Indeed, ACCA was a
pioneer of sexual equality.
Not only was it the first
accountancy body to admit
female members, it started
doing so 19 years before the
vote in the UK was extended
to all women over the age

of 21 – the same suffrage as
for men.
Other highlights from
the journal in the same year
include an article on the
importance of having a really
good pen, ‘which will do its
work without one having to
think about it’; an article about
whether auditors should insure
themselves against themselves
(conclusion: ‘…dead against
this form of insurance as
tending to lower the morale of
the profession’ – although the
article does go on to endorse
a Lloyd’s indemnity policy);
and an update on a court
decision in a case of motorist
versus farmer in which it was
decided that sheep going
along the highway at night
need not carry a light.
It seems fitting to mark our
110th anniversary by launching
multiple digital formats of the
magazine (see pages 9 and
22). We may have come some
way in our thinking, coverage
and delivery channels, but the
magazine’s obligation to its
readers remains the same: to
offer impactful and compelling
coverage of key business
issues affecting finance
professionals.
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