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Welcome

Welcome
Looking back at record losses, looking forward to more women in top jobs
For the time being, the
faltering economies of
Brazil, Russia and China
have put paid to the upbeat
prediction that these
emerging markets were destined for economic greatness.
The BRIC acronym, coined by Goldman Sachs chief economist
Jim O’Neill, might still have one last hope, though. As
our article beginning on page 16 points out, there is still
the ‘I’ for India, which seems worthy of the name. As the
competition has fallen away, India has become the fastestgrowing large economy in the world and the most dynamic
emerging market. But is it more good fortune than bold
reforms that are behind the nation’s success?
While whole economies are on the slide, we also look at the
billionaires who had a record bad year in 2015, with 11% of the
ultra wealthy losing half their fortunes in the 12 months to June
2015. So what lessons can be learned from their investment
strategies? Find out, on page 32.
Meanwhile, International Women’s Day was celebrated
on 8 March. To mark the event, Grant Thornton published a
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new report, Women in Business 2016: Turning promise into
practice, which revealed a slight increase in women in senior
management positions, from 22% to 24%. But around one-third
of businesses still don’t have any women in leadership positions.
On page 62, we report from a recent ACCA Women in Finance
Forum in Dubai, attended by more than 60 CFOs and senior
finance professionals. Gender diversity in the Gulf requires a
fundamental change in management style, it found.
In our big interview, we talk to a successful female CFO,
Marianna Trnavská ACCA, who describes the challenges she has
encountered in rising through the ranks of Slovak TV channel
Markíza Group. Read about her glittering career on page 12.
Finally, the deadline for nominations to ACCA Council is
15 June, so members are being encouraged to put themselves
forward for election. The benefits to ACCA and to members
sitting on Council are explained by president Alexandra Chin
in her column on page 22. And chief executive Helen Brand
provides an update on what ACCA has been doing to improve
the member offering, highlighting some key services (page 64).
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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News | Pictures

► ‘Sin tax’

South Africa has
become the first African
country to set about
introducing a tax on
the cheap sugary drinks
that are a staple of the
nation’s diet

▲ Rock the block

The US taxman is
planning a massive
public auction of rock
memorabilia after an
unidentified collector
fell seriously behind on
their tax payments

► Touchdown

Following the
resumption of flights
between the US and
Cuba, Barack Obama
was set to visit Havana
as part of the effort
to normalise relations
between the countries

▲ Tsai triumph

Tsai Ing-wen will
become Taiwan’s first
female president in May,
while her party, the DPP,
broke the KMT’s control
of the legislature for the
first time ever
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▼ Phoenix flies

The new transit hub
replacing the train
station destroyed in the
9/11 Twin Towers attack
in New York has partially
opened after nearly 12
years in construction

▼ Lula held

Brazil’s former president
Luiz Inácio Lula da Silva
was arrested – but not
charged – as a massive
and still spreading
corruption scandal
engulfs the country

▼ No mirage

An overhaul of building
and infrastructure
regulations is expected
in Abu Dhabi after
thunderstorms wreaked
three days of havoc in
the UAE in March
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News roundup

This edition’s stories and infographics from across the globe, as well as a look
at the latest developments and issues affecting the finance profession
BEPS extension
The Organisation for Economic
Cooperation and Development
(OECD) Base Erosion and Profit
Shifting (BEPS) project is to
be offered to ‘all interested
countries and jurisdictions’ to
adopt, as part of the global
crackdown on tax avoidance
and evasion. Countries outside
the G20 and OECD that join
will become BEPS Associates,
involved in standard-setting
and monitoring. According to
the OECD, BEPS is causing
revenue losses of US$100bn to
$240bn a year, or 4% to 10%
of corporate tax revenues.
Developing nations are
particularly damaged by
corporations’ manipulation
of tax loopholes, it said. See
also BEPS articles on pages 38
and 57.

Call for action
The International Monetary
Fund (IMF) and the OECD have
separately called for urgent and

radical action to stimulate the
global economy. IMF managing
director Christine Lagarde
called on governments of
advanced economies to adopt
policies to strengthen demand
and supply, including through
infrastructure spending.
Emerging economies, she
argued, should strengthen
economic resilience.
Multilateral structural economic
reform action is also required,
said Lagarde. The OECD’s
Going for Growth 2016 report
similarly called for multilateral
structural economic reform and
greater public infrastructure
spend and ‘a more inclusive
global economy’.

Boost audit improvement
The International Forum
of Independent Audit
Regulators (IFIAR) has told
audit firms to increase the
pace of improvements to
quality. It said that inspections
by its member bodies

show ‘persistent levels of
deficiencies in public company
audits’. IFIAR has agreed an
improvement programme with
the six largest audit networks
– the Big Four, BDO and
Grant Thornton – to achieve a
measurable improvement by
2019. In 43% of inspections,
audits of listed public interest
entities had at least one
inspection finding.

EU ‘biased against US’
US Treasury secretary Jack Lew
has accused the European
Union (EU) of unwarranted bias
against US corporations in its
tax avoidance clampdown. In a
letter to European Commission
president Jean-Claude
Juncker, Lew said that tax
investigations of US companies
‘could damage the business
climate in Europe and deter
foreign direct investment’. The
commission is investigating
Google, Apple, Starbucks,
McDonald’s and Amazon to

determine if they are paying
the correct level of tax on their
activities within the EU.

Capital failure
Industrial manufacturers are
failing to adopt the most
effective capital management
strategies, according to PwC’s
Bridging the Gap report. More
effective use of working capital
could save the industry €141bn
globally, €34.4bn across Europe
and €11.7bn in the UK. While
there was a 10.7% growth in
manufacturing output globally
last year, this did not lead to
an improving working capital
position. Europe and the
Americas ‘have struggled
to make any gains in their
efficiency levels’, says PwC.

Druckman to stand down
Paul Druckman is to stand
down as chief executive of
the International Integrated
Reporting Council (IIRC) this
year, he has announced.

Storm brewing for CFOs
CFOs’ confidence across all aspects of corporate reporting has fallen compared with last year, according to a survey
of 1,000 companies for EY’s annual report, Are you prepared for corporate reporting’s perfect storm?

32%

48%

63%

71%

Have 16 or more
reporting systems

Comply with more than 10
reporting standards

Have seen an increase in
the number of standards

Say there has been an
increase in the number of
standards issued

Source: EY
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Take one
Overseeing 170 staff at one of Dubai’s most iconic resorts, Conor Lawler ACCA is living his
dream of working in hospitality, as senior vice president, finance, at Atlantis The Palm in Dubai

Conor Lawler got a taste for the hospitality
sector as a young boy, helping out in his
parents’ pub in County Carlow, Ireland.
After running a restaurant business in his home
country, Lawler took his career international, working in
Belgrade and Baku before landing his role in Dubai.
Home for now is Atlantis The Palm in Dubai, alongside
3,300 staff, not to mention the dolphins and sea lions.

Find out more about Conor Lawler’s
five-star role in the hospitality sector
at bit.ly/ACCABigInterview

‘Without Paul, IR would not
be where it is today,’ said
Professor Mervyn King,
chairman of the IIRC Council.
‘He is a force of nature, and has
driven the IIRC with passion,
energy and intelligence.’

Hoogervorst stays at IASB
Hans Hoogervorst,
International Accounting
Standards Board (IASB)
chairman, has been elected
for a second five-year term
from 1 July. Ian Mackintosh
has decided not to seek a
second term as vice chairman
and will step down on 30 June.
Michel Prada, chairman of the
IFRS Foundation Trustees,
said both had provided strong
leadership while overseeing
progress towards global
adoption of International
Financial Reporting Standards.
’I am delighted that Hans will
serve a second term, and wish
him success in addressing the
future challenges confronted
by the IASB,’ Prada said.

Morison and KS merge
Morison International and KS
International have merged

to form a new firm, Morison
KSi, with combined annual
revenues of US$1bn. The
merged firm will have 1,201
partners, 8,990 professional
staff and 375 offices in 88
countries. Chairman is
Mark Levenfus, who is also
managing partner of Marks
Paneth of New York. Vice
chairman is Graham Tyler, a
partner at Kingston Smith in
London. Liza Robbins is CEO.

Baker Tilly revenue rises
Baker Tilly International has
reported a 7% rise in global
revenues to US$3.8bn in
the year ending June 2015.
Revenue growth was strongest
in Latin America, where it grew
by 16%, and Asia Pacific, where
it rose 13%. But revenues
were largest in North America,
at US$1.6bn, and EMEA, at
US$1.3bn. Audit was the largest
service line, with revenues of
US$1.4bn, rising by 2%. The
next largest were consultancy
(US$1bn, up by 17%), taxation
(US$943m, up 7%) and
accountancy (US$468m, up
3%). The figures were boosted
by mergers during the year.

Sovereign funds pulled
Some US$46.5bn was pulled
by sovereign funds from asset
managers during 2015, as
major oil-producing nations
repatriated sovereign wealth
to buttress fiscal deficits.
Further capital withdrawal is
likely this year, with Moody’s
predicting outflows could
approach US$60bn during
2016. Last year’s repatriations
were equivalent to sovereign
wealth investments over the
previous four years.

Boards ‘unprepared’
Boards are confident their
companies will be able to
deal with crises, yet are not
confident they are prepared,
according to a survey
conducted by Forbes Insights
on behalf of Deloitte. Some
76% of board members
believe their companies
will be ‘okay on the day’,
yet fewer than half said
their organisations have the
capabilities or processes in
place required to handle a
crisis with the best possible
outcome. More than 300
board members from all major

industries and every region
were involved in the survey.

Indirect taxes escalate
Governments’ use of indirect
taxes has ‘escalated’ as they
struggle to overcome the
loss of direct tax revenues,
according to the latest EY
Indirect Tax report. More
than 160 countries now levy
VAT or a sales tax, including
for the first time one US
jurisdiction. China, India and
the Gulf Cooperation Council
countries have all announced
major changes to systems of
direct taxation. EY says that
the combination of greater
use of indirect taxes plus the
digitisation of commerce
means that businesses need to
consider their responses and
challenges to their business
models. See also ‘Paying
taxes’ infographic, page 35.

KPMG goes cognitive
KPMG is to apply the IBM
Watson cognitive computing
technology as part of its
auditing service. ‘The
cognitive era has arrived,’ said
Lynne Doughtie, KPMG US

»
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Support for Indian banks

Migrant smugglers ‘earn billions’
Criminal gangs are responsible for 90% of migrants
arriving in Europe and have generated illegal earnings
of between €3bn and €6bn, according to a report from
Europol, Migrant Smuggling in the EU. On current trends,
warns Europol, the trade will double or triple in the next
year. It is the fastest growing activity for criminal gangs in
the European Union (EU). More than one million migrants
arrived in the EU last year.

chairman and CEO. ‘KPMG’s
use of IBM Watson technology
will help advance our team’s
ability to analyse and act
on the core financial and
operational data so central
to the health of organisations
and the capital markets.’
The technology improves
collaboration between
humans and systems, offering
assistance to auditors in
analysing unstructured data.

Border controls costly
The reintroduction of
European Union (EU) border
controls in response to the
migrant crisis would severely
hit the European economy,
says Bertelsmann Stiftung, a
German thinktank. It estimates
that European businesses
could lose €470bn over the
next decade. The knock-on
impacts would also damage
the US and China, while EU
imports could increase by
around 3%, says the report,
Departure from the Schengen
Agreement. The study
predicts border controls would
increase travel times, deter
trade between EU nations,
cut productivity and reduce
demand in countries both
inside and outside the EU.

Firms take women to top
Large accountancy firms are
among the best organisations
for promoting women into
executive positions, according
to the US National Association
for Female Executives. BDO,
EY, Grant Thornton, KPMG,
Moss Adams and PwC were all
named in the Top Companies

for Executive Women list of
60 employers. ‘Over the past
10 years, BDO has achieved
impressive growth in the
percentage of women at the
partner, senior manager and
manager levels,’ said Wayne
Berson, CEO of BDO USA.
‘Diversity is good for our
people and it is good business.’

Barclays leaves Africa
Barclays is intending to sell its
African operations. Recently
appointed Barclays CEO
Jes Staley said the move
would create ‘a very simple,
clear vision for Barclays’ as it
focused on the bank’s two core
markets of the UK and the
US. He added that as owner
of two-thirds of the equity in
Barclays Africa, the bank had
to make capital provision as
if it owned all the business,
while only receiving 62% of
the profits. Barclays is also
looking for buyers of its other
African banking interests. See
Comment, page 21.

Greens target IKEA
IKEA has been accused
by Green Members of the
European Parliament of using
a complex tax avoidance
structure costing European
governments more than €1bn
in revenues between 2009 and
2014. According to the report,
Flat Pack Tax Avoidance, IKEA
companies pay royalties to a
Dutch conduit company and
use inter-company loans to
shift profits and avoid tax. IKEA
responded that it paid €822m
in corporate tax last year, ‘an
effective corporate income tax

rate of just below 20%’, and
pays taxes ‘in full compliance
with national and international
tax rules and regulations’.

Monsanto settlement
Monsanto has agreed a
US$80m settlement with the
US Securities and Exchange
Commission (SEC) over
alleged reporting violations
arising from how it accounted
for earnings related to its
Roundup weedkiller. Three
executives also agreed to
pay penalties to settle SEC
charges. An SEC investigation
found Monsanto had
insufficient internal accounting
controls to properly account
for millions of dollars in
rebates offered to retailers
and distributors of Roundup.
Monsanto booked substantial
revenues resulting from sales
incentivised by rebates but
failed to recognise all the
related programme costs.

VW postpones results
Volkswagen has delayed
the publication of its annual
results, as the full impact of
the emissions scandal remains
unclear. The company said
the delay was to resolve ‘open
questions and the resulting
valuation calculations relating
to the diesel emissions issue’.
The company also announced
that it regards as ‘without
merit’ lawsuits from German
shareholders related to the
emissions measurement
manipulation. Volkswagen
has commissioned law firm
Jones Day to conduct an
investigation into events.

The Indian government is
poised to inject US$11bn
of capital into the country’s
banks, which are struggling
to deal with bad debts.
The banks intend to raise
an additional US$17bn
through share issues and
asset sales. But the Financial
Times reports that banks’
distressed loans could total
as much as US$119bn. The
largest non-performing
loan portfolios are held by
banks part-owned by states.
Raghuram Rajan, governor
of central bank the Reserve
Bank of India, said that banks’
balance sheets would require
‘deep surgery’. See feature on
India, page 16.

Bentleys expands
Adelaide-based firm Bentleys
SA has merged with Moore
Stephens Adelaide. The
expanded firm will trade as
Bentleys SA. ‘The merger
will enhance both firms’
capability and capacity to
deliver specialist and nontraditional services,’ said
Bentleys’ managing partner
Michael Ruggiero. Moore
Stephens has recruited Hayes
Knight South Australia and
Northern Territory as its new
representatives.

KPMG embraces fintech
KPMG Australia has acquired
financial services technology
consultancy Markets IT. Gary
Wingrove, CEO of KPMG
Australia, said: ‘Financial
services organisations face
an unprecedented landscape
of rapid change – continual
regulatory changes,
heightened competition,
innovation threats and
opportunities, and technology
changes. There has never
been a greater need in
the market for integrated,
business-centric technology
services for these clients.’ ■
Compiled by Paul Gosling,
journalist
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‘The most valued
benefit ever was
the trust shown
and opportunity
given to me as
a reward for my
enthusiasm and
hard work’
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TV challenge

Marianna Trnavská ACCA describes the opportunities and challenges she has
encountered in rising through the ranks of Slovak TV channel Markíza Group

T

hese days, opportunities have never looked better
for young accounting professionals. More and more
are studying or working abroad, and globalisation has
allowed them to take their skills and apply their knowledge
anywhere. Yet they still face plenty of challenges, as
illustrated by the career of Slovak accountant Marianna
Trnavská ACCA. She has risen through the ranks of a
television company and is now its CFO.
A passion for order sparked Trnavská’s interest in accounting
at a young age. ‘Counting, and working with numbers and
principles, was something I liked a lot,’ she says, adding that
she first decided to learn about banking and finance in Žilina, at
a high school specialising in business subjects, between 1994
and 1999. She worked hard and achieved very good marks,
but one incident sticks in her mind. ‘I remember that my first
mark in accounting was not something I was proud of because I
mixed suppliers and customers. But after that, I understood the
principle of how the two sides of the coin – credits and debits –
must be equal. Accounting then became my love.’
Trnavská subsequently gained a master’s degree in
accounting and audit at the University of Economics in
Bratislava. Upon graduating, she worked for three years as an
assistant to the plant engineer at Continental Matador before
becoming an accountant in international billing at telecom
operator Slovak Telekom.
She then moved to global audit firm EY in Bratislava. After
a year there, Trnavská worked as part of a team delivering a
new business system for several branches in Europe, including
Slovakia. It was then going to be implemented in both
New Zealand and Australia. ‘I wanted to take a part in the
deployment project at EY Australia, but it was postponed,’ she
explains, adding that she did not want to stay on in Slovakia in
the meantime. So she applied for a short-term position in New
Zealand, followed by a longer stint at EY in Australia.
Her decision was personal rather than career-focused.
Her husband (her partner at that time) decided to spend
some time in Australia on a career break from working in
telecommunications, while studying in order to develop his
career opportunities. ‘I just wanted to follow him, even to the
bottom of the world,’ she says. ‘So I was happy to accept the
offer to work in the controlling team at EY Australia and stayed
one year longer than I originally planned.’
Those two years spent in Australia and New Zealand were
to prove crucial later in her working life. ‘I believe that my
professional experience abroad helped me a lot in moving
quickly in my career, she explains. ‘It also enabled me to develop

2014

FD and executive, Markíza-Slovakia,
spol. s r.o., further referred to as
Markíza Group (belongs to CME
Group), Slovakia

CV

2011

Deputy FD, Markíza Group (CME Group), Slovakia

2010

FD and executive, MediaPro Entertainment (CME Group),
Slovakia

2008

CME planning and analysis manager, Markíza Group
(CME Group), Slovakia

2007

Management accountant/senior business analyst,
EY Australia

2006

Financial consultant, EY Australia (five-month project)

2006

GFIS tester and trainer, EY New Zealand (four-month project)

2004

Junior controller, EY Slovakia

2003

Accountant (international billing), Slovak Telecom, Slovakia

2003

Assistant to CFO, Slovak Telecom, Slovakia

1999

Assistant to the plant engineering director, Continental
Matador, Slovakia

and improve my skills.’ In addition, Trnavská feels that she can
now look at business problems with a broader perspective. ‘I
think that the trust I had earned abroad gave me some additional
points when I returned home,’ she notes.

»
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*

Markíza Group was established
in August 1996. Originally owned
by Slovak politician Pavol Rusko,
Matthias Settele has been the
general director since 2013.

*

The company is now part of
Central European Media Enterprises (CME), a
Bermuda-based media and entertainment company
operating in Central and Eastern Europe. Markíza
Group is approximately 75%-owned by Time Warner
multinational media corporation.

Basics

*

It has three free-to-air channels: general
entertainment channel Markíza, as well as a femaleoriented DOMA channel and male-oriented Dajto.

*

It is the most-watched Slovak private television
station and a market leader in its sector.

‘I think the most important tip is to
know what one wants to achieve,
which direction to go and to stay
on this path. It is also important to
understand that no success has ever
been achieved without obstacles. They
are part of the journey, and are good
lessons for learning and growing.’

Tips

When she came back to Slovakia in 2008, Trnavská took up a
position with Slovak television channel Markíza Group as CME
planning and analysis manager, and then as CFO at MediaPro
Entertainment, a production company set up by Markíza.
Trnavská was then promoted to deputy finance officer at Markíza
Group and, in 2013, she rose to the rank of CFO.
In this role, she is responsible for accounting and reporting
under both US GAAP and Slovak accounting standards. She
heads, among other things, financial planning and analysis,
including budgets and forecasting, as well as tax issues, and
risk and compliance. In addition, Trnavská is responsible for
facilities management, which includes everything from car parks
to air-conditioning.
Last year she carried out a facilities management review to
identify savings. Among other things, such work involves retendering services and finding new suppliers. Although juggling
finance and HR roles may appear difficult, she says: ‘I have
middle managers below me and they have other people, so my
role is not to carry out tasks but to manage them.’
Trnavská became CFO at a challenging time. In 2013, Markíza
Group posted a loss of €19.8m, the company’s most serious
loss since the beginning of the financial crisis. However, the

resignation of the previous CFO was not directly related to this
crisis. ‘Markíza Group went through a restructuring programme
from October 2013 to improve the bottom line and operating
effectiveness. The whole process was a challenge, not only for
me but for the whole team,’ Trnavská explains.
‘We had to go through every cost line once again and reduce
the number of full-time employees by a considerable figure in
a short time.’ She argues, however, that the biggest test is to
meet increasingly demanding targets. ‘This issue is not specific
to Markíza Group, and I believe all companies have faced such
challenges during and after the financial crisis,’ she says.

Selecting the right staff
Her CFO remit covers human resources too, and she has had to
resolve personnel and training issues. ‘From my perspective, the
main challenge is finding the right people.’ Trnavská describes
them as those with a passion for everything that they do, who
have a ‘never-give-up attitude’ and a ‘willingness to build on
their skills and knowledge’. She points out that they must be
ready to challenge the status quo and accept the need for
personal development, with the right amount of self-awareness.
‘They need to be able to look in the mirror and see their
strengths and weaknesses.’
Unrealistic expectations of junior staff have posed problems
too. ‘I have had several experiences of hiring new colleagues for
the teams. Younger people believe they have to be managers
immediately just because they studied management,’ she
explains, adding that some have expected to receive everything
without working hard to gain additional benefits. ‘For example,
the most valued benefit ever was the trust shown and opportunity
given to me as a reward for my enthusiasm and hard work.’
Trnavská attributes these problems mostly to a lack of
practical experience gained at university, or easier opportunities
for the younger generation, such as the ability to work abroad.
She has some practical advice for them. ‘I believe that full-time
employment during my external studies helped me to learn
working practices and to have realistic expectations.’ Trnavská
adds, though, that working while studying was relatively easy for
her because at that time she did not have a husband or family,
and her job was not so demanding.

Media – a different industry
Trnavská has also had to face a range of other challenges,
including the specifics of the media sector, which she notes is
highly sensitive to changes in marketing budgets. ‘During a crisis
companies normally tend to reduce the marketing budgets as
one of the first savings,’ she explains. ‘And if the companies
have less money for spending on TV advertisements, we have
less revenue as a result. However, this changes again because
companies know that this is a very effective way to gain new
customers and improve their sales results.’
This is why audience figures also have to be factored into
such firms’ accounting. ‘Of course, audience loyalty, which is
linked to the media company’s production output, counts,’
she explains. ‘We have many tools to analyse our audience
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performance, and they enable us to react immediately and to
improve. The larger the audience, the better it is for advertisers
and the media industry.’
Trnavská adds that this arrangement makes the media sector
different from other industries, but also very attractive to work in.
‘In television we are broadcasting, as well as creating products,
such as news content, public affairs and entertainment. We work
with various topics and it is a fast-paced business. The media
sector is very different from the manufacturing industry.’

Familiar issues
When it comes to professional and personal challenges,
Trnavská explains that women in the accounting and finance
sector in Slovakia still face hurdles in their careers. Although
she points out that they are reasonably represented at the
lower levels in organisations, the same does not apply at the
higher echelons. ‘Women tend to feel they need to work harder
to be noticed and trusted. Once they gain that trust, they
tend to be afraid of losing it. I think men do not think this way.’
Trnavská also argues that women will tend to be more thankful
if they are given an opportunity. ‘I have several colleagues –
women – in leading positions in Markíza Group. The truth is that
chances for career growth for women are much better within
media compared with other industries.’

15

The work/life balance issue is another familiar challenge.
‘I am just one of thousands of women, and it does not matter at
what level of position a woman works, once she wants to have a
private life it is always a fight balancing it with her work life. It is
about constantly setting priorities, and questioning if I’m good
enough in both roles consumes quite a lot of energy.’ Trnavská
points out that this issue becomes even more complex when a
woman becomes a mother.
In terms of future career prospects, although she has reached
a senior position relatively quickly, Trnavská has mixed feelings.
‘It may look like I have already reached the top – and from a
career perspective this is probably true.’ On the other hand, she
says that she has dreams and goals, and has had to put them on
hold for a while as she is currently ‘living in a two-dimensional
world’ of work and family with little time for studies or relaxation.
She is also heavily involved in charity work at Markíza Group and
in 2013 became an executive at the Foundation Markíza, which
supports children in need.
Trnavská still wants to keep abreast of current developments in
the accounting and finance profession, and develop her language
skills. She wishes to gain further experience too. ‘But I would
always like to stay in the finance and accounting sector.’ ■
David Creighton, journalist
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Focus | India

Last BRIC standing?

As the economies of Brazil, Russia and China falter, India has seen its fortunes soar. But the
country’s weak manufacturing sector and complex tax structure could put paid to growth

W

hen former Goldman Sachs chief economist Jim
O’Neill devised the term BRIC – an acronym for
Brazil, Russia, India and China – it was meant to
link together a group of fast-growing emerging markets
that were destined for economic greatness. But there has
been nothing great about the recent developments in Brazil
and Russia, both of which have suffered brutal recessions.
Meanwhile, China’s economic slowdown has been unnerving
investors around the globe.
Yet one BRIC still seems worthy of the name. As the
competition has fallen away, the ‘I’ in BRICs, India, has become
the fastest-growing large economy in the world and the most
dynamic emerging market. In the final quarter of 2015 India was
growing at 7.3%, outpacing China for the first time in 16 years.
Much of the credit has gone to India’s new president
Narendra Modi, who swept to power in May 2014 promising an
economic revival. In the media, Modi has been credited with
a drive to trim the red tape that has long suffocated Indian
businesses. But a closer look has caused some economists to
claim that good fortune, rather than bold reforms, is behind the
nation’s success. So is India doing enough to make sure it stays
ahead of the emerging market pack?
‘It is a bit easier to look good if your peers are messing up
really badly,’ says Mark Williams, chief Asia economist at Capital
Economics. ‘But there is rather a lot of hype about India’s
economy and rather little meaningful economic reform.’
A brief look at the recent experience of the BRICs
illustrates why economic stability alone has made India look so
good by comparison.
The magnitude of Brazil’s woes has
taken most economists by surprise.
Until 2010 the country was doing so
well – largely on the back of strong
prices for its main export, iron ore – that
it overtook both the UK and France
to become the world’s fifth-largest
economy on some measures of GDP.
Beneath the surface, however, all
was not well. The government became
too reliant on sky-high commodity
prices and was allowing public
sector spending to rise too fast. High
commodity revenues also pushed the
currency higher, making it harder for
the manufacturing sector to compete
with foreign rivals.

No rainy-day plan
‘The government had no plan for a rainy day,’ says Win Thin,
global head of emerging markets strategy at Brown Brothers
Harriman. ‘When China slowed its purchases of commodities, the
Brazilian economy tanked.’ GDP contracted by 3.7% in 2015 and
is expected to fall by another 2.5% in 2016. Because the central
bank ignored worryingly high inflation during the boom years,
it has now had to raise interest rates – exactly the opposite of
what you need during a deep recession. Brazil is now the world’s
ninth-largest economy.
Russia provides another lesson in how to waste a commodity
windfall, emerging market analysts argue. The country derives
almost 70% of its export revenues from
oil and gas, and half of its government
revenues. ‘The country did little to
diversify the economy away from pure
energy exports during the period of
high oil prices,’ says Thin. A roughly
70% fall in the price of oil between
mid-2014 and February 2016 has put
acute strains on the economy.
Russia made things worse through
a diplomatic tangle with the US
and Europe over incursions into
Ukraine. Economic sanctions added
to the strains. The upshot was an
economic contraction of 3.7% in 2015,
accompanied by a 9.5% slide in real
wages. Two years ago, US$1 would
have bought 35 Russian rubles; as of

‘The problem is
that India is not
doing enough to
fix the roof while
the sun shines’
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early 2016 it bought almost 80 – a roughly 55%
▲ Make or break
As a large net importer of oil, cheap crude
fall in value.
Sixty countries took part
has been a bonanza for India in several ways.
Even China, the flagship emerging market,
in the first ‘Make in India’
Most directly, the country’s import bill has fallen
has had a torrid year. The country is struggling to
week, held in Mumbai
sharply. In 2013 India spent around 8% of national
manage the transition from being a governmentin February
income (GDP) importing oil. Capital Economics
controlled economy to a market-driven one. ‘The
expects that it will have to spend just 3% in 2016,
government has appeared to be improvising
◄ Open for business
a massive net gain. In dollar terms the net import
policy – veering from a commitment to liberalise
Google CEO Sundar
bill fell from US$15bn a month in 2013 to about
markets to a determination to impose the will
Pichai speaking during a
US$4.5bn a month in the first half of 2014.
of the state,’ says Williams. ‘That has confused
‘Google for India’ event in
Second, the falling oil price also benefits
investors and contributed to a flight of capital.’
New Delhi
government finances. India has been able to
China has also been trying to manage the
put up taxes on oil without angering consumers.
fallout from an investment boom in 2008. ‘The government
The extra revenue has made public finances look better – in
directed capital towards old industry and infrastructure
marked contrast with Brazil. Finally, cheaper oil has helped
projects in order to stave off a recession,’ says Mark Zandi,
alleviate India’s longstanding problem with excessive inflation.
chief economist at Moody’s Analytics. ‘Now it is trying to work
‘The sliding oil price has helped keep inflation under control
off the excess capacity built up during this time.’ As a result,
and made it possible for the Reserve Bank of India – the central
growth has slowed from 10.4% in 2010 to 6.9% last year – not
bank – to cut interest rates, which supports economic growth,’
a disaster, but a bit of disappointment and with no immediate
says Thin. Inflation has fallen from double digits to less than 6%
hopes of an acceleration.
in just two years. A jubilant Raghuram Rajan, India’s central bank
governor, described the oil price slump as a ‘US$50bn gift’.
Bucking the trend
But strip away the cheap oil, and the performance of the
So why has India been bucking the gloomy BRICs trend?
Indian economy looks not much better than before, economists
Most economists believe Modi can claim little of the credit so
warn. Meanwhile, the contribution of government-led economic
far. Good fortune has played a bigger role, says Devesh Kapur,
reform has been less inspiring, argues Kapur. ‘If you compare
director of the Center for the Advanced Study of India at the
India to how it was doing a few years ago it’s better; if you
University of Pennsylvania in the US. ‘India has enjoyed its share
compare India to other emerging markets it’s also doing well; but
of good fortune,’ he argues. ‘It has not been going through a
if you compare it to expectations it’s doing less well,’ he says.
painful economic transition like China and, unlike Brazil or Russia,
Among the major tasks the Modi administration has set
India is a big winner from falling commodity prices.’
itself is to boost India’s structurally weak manufacturing

»
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► No small task

While Indian prime minister
Narendra Modi has
pledged to boost growth,
barriers still remain

sector. ‘India badly lags far behind most other Asian nations
in this regard,’ says Williams. Currently manufacturing accounts
for just 16% of the economy, considerably less than other
Asian countries.
The Modi administration aims to lift this share to 25% by
2022. This would also help India make the most of its expanding
working age population – a potential advantage at a time of
shrinking workforces in much of Europe and Japan. But to have
much chance of achieving this goal, the government will need to
address several impediments to growth.
‘Labour laws remain extremely strict, making it hard to fire
workers,’ says Kapur. Modi has been pushing for reform but
progress has been slow. A convoluted tax structure is also a
brake on economic growth. ‘Each state has its own tax regime
for companies,’ says Kapur. ‘This means that it can be difficult
for Indian firms to sell their goods unimpeded throughout the
whole country and so benefit from economies of scale – a major
barrier to business.’

Political barriers
Modi has attempted to push through a common goods and
services tax to overcome this problem. But there have been
political barriers. The government needs a constitutional
amendment – including a super-majority in the legislature and
two-thirds approval from the states. Since Modi’s party lacks a
majority in the upper house, this reform has stalled.
Added to this, the previous administration made it harder
for companies to acquire land, limiting the space available for

factories. It also made it harder for the government to acquire
land for necessary roads and other infrastructure projects. ‘The
goal was to protect poor farmers from being displaced from their
land,’ says Williams. ‘It has proved too restrictive.’
The World Bank’s Doing Business survey illustrates how slow
the pace of progress has been. India still ranks 130th out of 189
in the bank’s evaluation of the overall business climate, up just
four places compared with 2015. For comparison, Russia ranked
51st and Brazil 116th. Neither country is famed for a businessfriendly regulatory framework.
‘The problem is that India is not doing enough to fix the roof
while the sun shines,’ says Thin. ‘It can sustain a reasonable rate
of growth under current conditions. But not enough is being
done to really take the economy forward.’
Profound economic reform in India would not have
been easy for any Indian leader. ‘It is much harder for Modi
than it was for great economic reformers like Margaret Thatcher
in the UK or Deng Xiaoping in China,’ says Kapur. ‘Thatcher
did not have to cope with reforming a federal system with
powerful states and Deng Xiaoping did not have to deal with
a democracy.’
Modi is still relatively new to office and still has time to prove
his reforming credentials. But many economists are starting to
doubt his commitment to overhauling India. As Arun Shourie,
a former Indian minister from Modi’s party, recently suggested:
‘When all is said and done, more is said than done.’ ■
James Briscoe and Christopher Fitzgerald, freelance journalists
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Comment | Ramona Dzinkowski

Leases, US-style

The US FASB has issued its new lease accounting standard as its partner across the pond
has issued IFRS 16, writes Ramona Dzinkowski

Ramona Dzinkowski is a
Canadian economist and
editor-in-chief of
the Sustainable
Accounting Review
On 25 February, the US Financial
Accounting Standards Board (FASB)
issued its new lease accounting
standard ASU 2016-02, Leases (Topic
842). Its equivalent across the pond,
IFRS 16, released in January, supersedes
the requirements in IAS 17, and while
there are differences, it mirrors the new
US standard.
Both standards require a lessee to
recognise assets and liabilities arising
from leases on the balance sheet.
According to the International Accounting
Standards Board (IASB), the need for
change to lease accounting responds
to a lack of transparency of information
about lease obligations – it cites the US
Securities and Exchange Commission’s
estimate of US$1.25 trillion in off-balance
sheet lease obligations in 2005. The

IASB notes: ‘The absence of information
about leases on the balance sheet meant
investors and analysts were not able to
properly compare companies that borrow
to buy assets with those that lease assets
without making adjustments.’
According to Baruch Lev, one of the
US’s most notable accounting academics
and researchers, the FASB’s standards
have traditionally had little impact on
equity values. More specifically, ‘of the
estimated 150 standards issued from
FASB’s inception in 1973 through 2009,
75% had zero effect on the shares of the
impacted companies. What’s more, 13%
of the standards actually detracted from
shareholder value and only 12% of the
standards improved investors’ lot.’
However, in the case of leases, analysts
are expecting comparative market stats

to change, resulting from changes in key
financial ratios derived from a lessee’s
assets and liabilities. For example, a
February 2012 report by the US Chamber
of Commerce estimates that the IASB/
FASB’s proposed standard would increase
the recognised liabilities of US publicly
traded companies by US$1.5 trillion, or
1.2% (US$1.1 trillion of that figure is real
estate). The same study calculates that
in 2011, US publicly traded companies
had assets totalling US$104 trillion and
liabilities totalling US$86.3 trillion.
With the addition of the new notional
liabilities and assets associated with
operating leases, the authors project
that reported balance sheet liabilities
would grow to US$87.4 trillion and assets
would increase to US$105 trillion – a
1.2% increase in total liabilities and 1%
increase in total assets, respectively. They
predict the fallout for US publicly traded
companies will be increased borrowing
costs due to risks associated with increased
liabilities and decreased earnings.
As to the impacts on preparers,
according to PwC, the standard will
have wide-ranging impacts for company
management ‘well beyond financial
reporting’, including technology and
process, procurement, IT, HR, tax and
treasury operations. Similarly, this
‘wholesale change’ to lease accounting,
according to Deloitte, will likely result in
significant implementation challenges
during the transition period and beyond.
The new US guidance will be effective
for public business entities for annual
periods beginning after 15 December
2018 (ie, calendar periods beginning
on 1 January 2019), and interim periods
therein. For all other entities, the ASU will
be effective for annual periods beginning
after 15 December 2019 (ie, calendar
periods beginning on 1 January 2020)
and interim periods thereafter. ■
For more information:
See the articles on IFRS 16 at
bit.ly/ACCA-IFRS16Lease and
bit.ly/ACCA-IFRS16Arrives
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Alnoor Amlani | Comment

Barclays’ African exit

The exit of Barclays after nearly a century of doing business on the continent does not
augur well for Africa’s efforts to attract increased investment, says Alnoor Amlani
In 1896 in London, 20 small family
banks joined together to form Barclay
and Company Limited, an entity
which subsequently has gone through
repeated takeovers and further
amalgamations during its long lifetime,
and which quickly established itself
overseas as one of the leading banks
in the world.
It has had a presence in Africa for
almost a hundred years, growing to its
present size with 12 million customers
in 12 African countries. Of these, nine
million are in South Africa alone, and the
rest are broadly spread over sub-Saharan
and West Africa. Barclays now operates
1,267 branches and hires nearly 45,000
employees in Africa. Historically, Barclays
endured global controversy for remaining
in South Africa during the apartheid era.
Finally all this is coming to an end.
First the Wall Street Journal and later
London’s Financial Times reported that
on Tuesday 1 March, Barclays’ new chief
executive Jes Staley would announce the
bank’s decision to pull out as it reveals its
2015 results.
This would mean looking for a buyer
for its 62.3% stake in Barclays Africa,
which is listed on the Johannesburg Stock
Exchange with a market capitalisation of
£3.5bn. The bank then plans to refocus its
efforts on its core UK and US business.
This divestment marks a major
turnaround in the bank’s treatment of its
Africa operations.
Barclays has been expanding its
operations in Africa for a long time
now. In 2005, Barclays paid US$4.5bn
for a majority stake in Absa Bank and
as recently as 2012 announced that
Absa Bank and Barclays planned to
combine their operations in a £1.3bn deal
that would create the country’s largest
retail bank.
Staley has been at the helm of Barclays
since October 2015. He described
the decision to exit Africa as a very
‘challenging’ one.
It’s not clear how much of Barclays
Africa will be divested by the parent
company, primarily because it will be

Alnoor Amlani FCCA is an
independent consultant
based in East Africa
difficult to find a single buyer for the
company. The value of the stake has also
fallen recently.
Part of the problem is certainly the
devaluation of the South African rand,
which has lost almost 50% of its value
against the UK pound during the last
four years. This also means that Africa’s
contribution to Barclays’ total profits
has also been falling both steadily
and substantially.
According to its 2014 annual report,
the group adjusted return on equity (ROE)
increased to 5.1% from 4.1% in 2013. The
Africa operations reported a return on
equity of 9.3% in 2014, which is below the
bank’s target of at least 11%.
Barclays’ African business had total
assets of £55.5bn and made a profit
before tax of £984m in 2014.

In January, Reuters reported that the
Fitch Ratings banking sector outlook for
sub-Saharan Africa in 2016 was negative,
as a result of falling commodity prices,
faltering economic growth, weaker
currencies, greater political risks and
external factors.
The writing has been on the wall for
a while. Many countries in Africa mainly
export primary resources to the rest of the
world, and China, South Africa’s largest
trading partner, has been slowing down,
reducing the demand for its mineral
resources and causing commodity prices
to fall globally.
Unfortunately, the exit of Barclays
after nearly a century of doing business
on the continent does not augur well
for Africa’s efforts to attract increased
investment. ■
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Comment | Alexandra Chin

Shaping ACCA

We are keen to harness the talents of our members through new appointments to Council,
says ACCA president Alexandra Chin. Would you like to help shape ACCA’s future?
In the first six months of my presidency
I have had the honour of being able to
meet ACCA members in all sectors who
are making outstanding contributions
to the communities in which they work.
Whether that has been helping
deliver public services, advising
small businesses or supporting listed
companies, it is hugely gratifying to see
finance professionals who qualified with
ACCA doing such great work. The talent
and knowledge that we have among
our members is unparalleled, and it is
something that we always want to harness.
For that reason I want to encourage
you to either consider standing for
election to ACCA’s Council or to nominate
potential candidates. Council governs
ACCA and is a vital part of how we are
run. It is a group of 36 members from
all over the world, elected by the ACCA
membership, who volunteer their time to
shape our future, develop the profession
and ensure ACCA’s wellbeing.
With unique global perspectives,
Council members contribute their
individual knowledge and skills from
across the accountancy profession,
working closely with the Executive Team
to devise our strategy and oversee its
delivery. They apply their specialist
knowledge in our committees, working
groups and Council itself.
I have been grateful for the
opportunity to serve on Council – for the
opportunity it provides not only to give
something back, but to build a personal
profile, gain leadership skills, and share
experiences and views with other experts
in the profession.
Any member can stand for election
to Council, and if you feel you have
something to offer, I urge you to consider
doing so. The deadline for nominations
for this year’s Council election is 15 June.
Anyone who is interested in standing
for election should contact the ACCA
Secretary at the details provided below.
Once you have registered, you will
receive an information pack, including two
documents to be completed and returned
by 15 June. You will need nominations

from 10 named supporters, who need to
be ACCA members of good standing.
Once your candidacy has been
accepted, you will be asked for an
election statement of around 500
words, along with a head-and-shoulders
photograph. You may also supply a short
video in support of your nomination.
Members are elected to Council for an
initial term of three years. They must then
retire or stand for re-election. Members
can serve for a maximum of nine years,
but this can be extended to 12 years if
they become an Officer in their last term.

Voting in elections is open to all
members and opens at the end of July,
with results announced at the Annual
General Meeting on 15 September.
ACCA is your membership body. You
can help to shape its future in a number
of ways, but one of the most direct
contributions you can make is as a Council
member – and I hope you will think about
putting yourself forward for election this
year or in the years to come. ■
Alexandra Chin runs her own practice in
Sabah, Malaysia
For more information:

For more on Council membership visit members.accaglobal.com/elections
To stand for election, contact the ACCA Secretary at ACCA, The Adelphi, 1-11
John Adam Street, London, WC2N 6AU, UK, or email: secretariat@accaglobal.com
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The view from | Corporate

The view from

Tom McMahon FCCA, director of global headhunters
TXT International in Buenos Aires, Argentina
required a more innovative approach to
targeting the best candidates, especially
through digital channels, generating
shortlists that would differentiate us.

We’re based in Argentina but source for
employers throughout five continents.
Today’s global executive workforce is
incredibly mobile; people are far more
prepared to relocate internationally.
Increasingly, employers want people with
global experience. We always aim for
candidates who have lived or trained in
the country where the role is based. A
combination of international experience,
cultural awareness and linguistic ability is
crucial for identifying the right person.
Our business model is unconventional.
We wanted to offer an alternative to the
typical retainer-based fee system for
search services, a system that is under
increasing pressure today due to the
greater access to people and networks
enjoyed by employers. Globalisation

A combination
of international
experience,
cultural awareness
and linguistic
ability is crucial
for identifying the
right person

My accounting background was ideal
preparation for starting a business.
I’d previously worked in management
accounting and financial control in
industry, and had spent time in Latin
America, volunteering in Ecuador for
six months before travelling around the
continent and practising my Spanish. My
business partner and I initially identified
a gap in Europe for executive sourcing
for Latin American talent. I was looking to
leverage my finance skills, and it was an
opportunity to break into new markets.
Employers must proactively sell their
C-suite opportunities. Candidates
being sounded out for boardroom
appointments are likely already enjoying
lucrative work. The onus is therefore on
organisations – and people like us who
represent them – to provide compelling
reasons to even contemplate a move.
That’s one of the satisfying aspects of
executive search – anticipating and
overcoming potential objections while
communicating to candidates the unique
opportunities of a particular role and how
success will broaden their horizons.
Talking about Latin America
homogeneously is a mistake. Brazil’s
economic woes are well-documented,
but a weak currency and depressed
commodity prices mean there’s
real value for adventurous foreign
investors. Argentina’s imminent return
to international financial markets under
a more market-friendly government
offers some exciting opportunities.
Unfortunately, there seems no end
to Venezuela’s struggles. The cyclical
nature of the region’s economies means
opportunities abound for companies
seeking value-for-money expansion.
And with a growing global population,
economies based on commodities –
particularly foodstuffs – will recover. ■

Snapshot: aerospace
and defence
Above-average growth rates
are expected to persist in the
commercial aerospace industry,
driven by increases in passenger
travel demand and an accelerated
equipment replacement cycle.
As shown in Deloitte’s 2016
Global Aerospace and Defense
Sector Outlook, global tensions
and national security threats mean
defence contractors can expect
a return to growth, with several
governments raising budgets.
But there is increasing regulatory
pressure around supply chain risk.
Measures will include export
control regulations, focused on
protecting national security and
monitoring movement of sensitive
items. In the US, global compliance
with its International Traffic in Arms
Regulations (ITAR) is a key area.
Demand for professionals with
ITAR expertise in countries such
as the UK has risen due to the
ever-increasing spread of these
requirements. Managing compliance
across procurement and the supply
chain is a big challenge and there
is a premium on professionals with
ITAR expertise. Understanding how
to effectively manage compliance
with export controls, including ITAR
licence conditions and access to
technical data, is not only essential
to remain compliant, but can bring
competitive advantage in tendering
for defence contracts.
Stacey Winters, UK aerospace and
defence leader, Deloitte
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Leading from the front

Mansoor Ali Zaidi FCCA offers a practical, five-pronged approach that will enable
CFOs to become effective business leaders with an edge over their competitors
In order to outperform competition in
today’s fast-paced and chaotic business
environment, organisations demand
a lot more from their CFOs than just
accounting and reporting skills. Guiding
strategic decision-making, aligning
priorities to overall business needs,
developing and motivating teams
towards higher performance and
providing early alerts for future risks
and opportunities are just a few of the
highly critical tasks that a CFO must
undertake regularly.
Many established organisations
today do not have accountants

over US$300bn. This is just one example
of rapid business transformation and
increasing volatility in today’s competitive
landscape. In such an environment an
organisation’s success is contingent on
effective leadership and efficient resource
allocation. CFOs, by virtue of their
position, have access to a wide variety of
information and can employ a variety of
tools to achieve these objectives.
Historically used matrices like
profitability and return on investment
are often lagging indicators. They
neither provide an early alert on
future opportunities nor predict

(ERP) system. The improvement in
productivity or benefits resulting
from standardisation, automation
and better controls may be difficult
to list down, let alone quantify.
While implementation and licensing
costs are large, stories of failed ERP
implementation are not unheard of.
Even if the implementation is declared
successful, it is often difficult to
measure whether the targeted benefits
have been completely realised.
But not staying on top of
technology also has its cost in terms
of lost business opportunities and
poor resource allocation. Thus it is
important for CFOs to consider:
Is this an area of highest priority
according to company strategy?
What are the quantifiable
benefits?
What are the future
opportunities that will be
created or risks mitigated?
What is the cost of not
staying on top?
Once the funds are committed, CFOs
are expected to play a critical role in
budget control and post-evaluation.

*

*

*
*

as their CFOs. This is because the
role has evolved dramatically. CFOs
today need to demonstrate a wide array
of leadership skills in addition to their
technical expertise. Their role is often
focused on the following five major areas:
risk management and efficient
resource allocation
building relationships and
communicating effectively
focusing on developing the team
focusing on standardisation and
automation
aligning the finance function’s
objectives.

*
*
*
*
*

Manage risk
Mark Zuckerberg started Facebook
from a university dorm room in 2004;
today, in just over a decade, it is worth

the ‘tsunamis’ – disruptive changes that
threaten to make the business model illsuited to the competitive landscape.
One tool to manage risk is to
provide businesses with a few easily
understandable key matrices focused on
customers and competitors that help to
explain the competitive landscape better.
For example, our company looks at leading
indicators for our intermediary product
demand by monitoring consumption of
major end-products downstream. This
helps provide an early indication of future
fluctuations in demand.
For long-term business
competitiveness, efficient allocation of
resources is critical. However, quantifying
every benefit may be difficult. Let’s say
your company wishes to implement
a new enterprise resource planning

Build relationships
A CFO with great business insight
may not be able to add value without
communicating the analysis effectively
and winning support from other
stakeholders. Similarly, implementing
change initiatives also demands
extensive communication and a knack
of winning allies. Businesses today
therefore expect the CFO to possess
excellent interpersonal skills and be
great team players.
Let me share an example from
my work life. One of the segments
in our company was struggling for
some time. The sales head proposed
that we take an offensive position to
enhance our market share. However, I
felt that our expectation of the market
response was too optimistic. At the

»
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same time there was a high risk that
we would end up building a lot of
fixed cost and committing investment
while missing the revenue targets. The
challenge for me was how
to communicate this effectively
enough to win everyone’s support.
I did a detailed analysis and
summarised the findings in readily
understandable graphs and tables.
Then, before the final meeting, I
talked to different functional heads
individually to win consensus for a
change in strategy. These meetings
also gave me an opportunity to
fine-tune my analysis before the final
presentation. That way, the actual
meeting proved only a formality as I
knew that I had already won support
from most of the functional heads.
For today’s CFO, interpersonal
skills are at least as important as the
technical skills.

Focus on development
Accurate and timely reporting, indepth
analysis, cost control and financial
discipline all require an excellent
finance team. In order to enhance the
effectiveness of the finance function in
our company, we had to focus on:
developing specialists for specific
areas
imparting the right training to the
right person
providing cross-functional exposure
focusing on a development path for
each team member.
We have tried to ensure that the
finance team does not just sit in
the office but actively interacts with
internal and external stakeholders
to get closer to the business. I have
worked extensively with HR to ensure
that my team members have clear
personal development plans. This has
helped us retain good talent within
the organisation as well as improve
motivation levels.
Consequently, my team members
today are not only capable of
identifying and leading change
initiatives within the department on
their own but also often guide other
departments in implementing changes
for enhancing efficiency. This has
eased my work and has earned the
finance team a lot of respect within
the organisation.

*
*
*
*

Consolidate and standardise
The bigger the organisation, the greater
the need to consolidate operations and
simplify group structures. This often
involves the merger of independent
companies and unification of the
functions, which can lead to immense
chaos and complexity. Why? Because
of differences in cultures, policies and
procedure, and software – including
disparate ERPs, customer relationship
management systems and mail systems.
Here, again, finance has a critical
role to play. Let me tell you about the
transition our company went through.
Until recently, we had more than
one legal entity in most countries, each
representing a separate business segment.
This often raised administrative costs. The
global financial crisis forced us to simplify
group structure and reduce costs. In
Pakistan we merged the two companies
and consolidated departments.
Here again finance played an
important role. As the CFO, I had to
oversee statutory compliance and provide
support to ensure the more efficient
group structure was adopted.
For correct and timely reporting/
analysis, I had to ensure the consolidated
entity was running one ERP and that this
was carefully modified to cater to the
needs of each business segment. I had
to ensure the actual merger exercise was
completed within schedule while focusing
on issues such as determination of swap
ratio and transfer of assets and stocks.
I also co-led standardisation of
policies and procedures. We brought
about financial equity for all concerned.
We ensured the policies and procedures
included adequate internal controls and
didn’t violate our global guidelines.

For today’s CFO,
interpersonal
skills are at least
as important as
the technical skills

I consolidated the two finance
departments from old companies.
There was a big shift in roles and
responsibilities as well as a change
in reporting lines. Ensuring people
adjusted well and alleviating their
fears about their new positions in the
organisational ladder was the hardest
part; for this, we provided them with
new growth paths that were either
equal to or better than the old ones.
Going forward, we are focusing
on automating our data-gathering
and processing procedures as much
as possible. This is helping us to
reduce human intervention, which is
now limited to handling exceptions.
This has freed up a lot of time for
us to focus on insightful analysis
and scenario-building for future risk
and opportunities.

Align finance’s objectives
If the priorities of the finance
department are not aligned to support
other departments in meeting their
key performance indicators (KPIs) and
maintain efficiency levels, then all the
good work a CFO puts into improving
the performance of the function will
never be truly appreciated.
To achieve this alignment, the CFO
needs to have a holistic understanding
of the business model and strategy.
They must work closely with the
relevant stakeholders to come up
with a list of objectives for the year,
together with improvement initiatives.
This should be complemented by
KPIs for the finance department that
measure efficiency and/or progress
towards meeting objectives with a
focus towards enhancing service levels.
In conclusion, CFOs today must
be able to offer insights to steer
business growth and to make it more
competitive both in the short and
long term. They help their businesses
in identifying the gaps between
their professed mission and their
real direction while keeping an eye
on rapid market transformation.
They must act as cautious business
leaders that balance growth and
value creation with the risk appetite of
the shareholders. ■
Mansoor Ali Zaidi FCCA is finance
director at J&P Coats Pakistan
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The view from

Abbas Shojaei FCCA, co-founder and senior partner of
Iran’s largest private audit firm Azmoon Pardaz
managing director and I sit on the
High Council of national accounting
bodies; we are keen to exert influence
so that standards around reporting and
regulation catch up and improve. The
Big Four and global mid-tier firms are
exploring options for returning to the
country, including joint ventures with
Iranian firms, especially to support clients
in industry who themselves want to reestablish trade and develop new business.

My packed diary reflects the surge in
overseas interest in Iran. Since sanctions
were lifted in January, I’ve been meeting
with foreign investors and business
leaders rushing to find out how best to
take advantage of the opportunities they
see opening up. It’s often a complex
task – there’s much work to do to bring
existing laws, tax rules and reporting
regimes more into line with global
frameworks, and for the moment that may
determine which option is most viable for
foreign investors. A willingness to make
the changes necessary to accommodate
investment from overseas is emerging,
but there’s always more that can be done.
Change has to happen for the Iranian
profession to keep pace with postsanctions business activity. Our

We could train
1,000 young
Iranians in
the ACCA
Qualification – it
still wouldn’t be
enough to meet
upcoming demand

We could train 1,000 young Iranians in
the ACCA Qualification – it still wouldn’t
be enough to meet upcoming demand.
Opening up the economy represents a
tremendous opportunity, but it increases
the pressure on a finite group here with
international auditing and accounting
credentials, or experience in advisory
work around issues such as International
Financial Reporting Standards (IFRS)
transition and implementation. There’s
also a language issue. To take our place
properly in the global business village, we
need many more of our aspiring finance
professionals to learn or refine their
English skills. If competition for talent
intensifies as expected, the profession
will need to step up efforts both to make
accountancy and auditing attractive and
to put in place measures to equip those
coming in at entry level with the technical
and soft skills needed in a modern,
outward-looking economy.
You can see and sense hope in the
streets of Tehran. When I cast my
vote in February’s round of elections, I
was struck by the strength of turnout,
especially among young people. So
many people who previously would have
stayed at home wanted their place at
the ballot station this time around, really
believing their voice would count. And
with moderate and reformist candidates
gaining seats, there’s much greater
confidence in the country’s stability – and
in many ways, that’s as vital for business
opportunities and economic growth as
the lifting of sanctions in January. Exciting
times certainly lie ahead. ■

Snapshot: external audit
We are living in a world of
disruption where mega-trends
are revolutionising how we live
and work. Climate change and
technological breakthrough are just
two of the trends re-shaping the
external audit.
Digital technologies mean that
external audits are being delivered in
very different ways. Auditors can use
intelligent algorithms to interrogate
millions of transactions at the
push of a button, and advances in
machine learning mean the artificially
intelligent auditor is not too far off.
Future audit professionals may need
to be data scientists, knowledge
curators and systems engineers.
Climate change has forced
society to realise that the pursuit of
financial gain above all else cannot
continue. But our current corporate
reporting and audit model is
predicated on financial capital and
return. The millennial generation
cares as much about social capital
and environmental capital – and
expects corporate reporting to
report performance in these areas.
This performance information
needs to be trusted, so assurance
providers have a key role to play.
There’s no doubt that the
external audit is undergoing
fundamental change, and the skills
and knowledge of our people also
need to evolve. But there’s also a
constant – and that’s a commitment
to high ethical standards.
Gilly Lord, head of regulatory
affairs, PwC
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Thought leader

As deputy chief executive of FEE, Hilde Blomme FCCA sees her main challenge as
seeking consensus on policy direction from the federation’s diverse membership
‘I’m not a patient person,’ says Hilde
Blomme FCCA, deputy chief executive
of the European Federation of
Accountants (FEE). It is hard to believe,
given the glacial pace at which things
happen within the European Union.
Blomme herself recounts that the
longest the European Parliament has
taken to agree on a particular project is
29 years (in the case of unitary patents)
and the shortest is 18 months. When
she joined FEE as director of practice
regulation in 2003, it was working on
audit reform. ‘That was one of my first
files,’ she says. More than a decade
later, it still dominates the agenda.
‘You have to believe it’s still possible,
see the incremental steps and not the big
bang,’ she explains. ‘Take adoption of
International Standards on Auditing in the
EU, for example. FEE issued a paper in the
mid-1990s advocating ISAs, and 20 years
later we’re still not quite there; France and
Germany can’t quite decide. In what FEE
does, success is difficult to measure. It’s not
quantitative, it’s qualitative, and what you
make of it. Rome wasn’t built in a day – you
have to believe that.’
FEE represents 50 institutes of
accountants and auditors from 37 countries,
including all of the 28 EU member states.
It has a combined membership of more
than 875,000 professional accountants
working in practices of all sizes, in
business, government and education.
Its objectives include advancing the
interests of the European accountancy
profession, promoting cooperation
among its members and keeping them
informed of policy changes, contributing
to relevant public policy developments
and making representations on its
members’ behalf to EU institutions
and international organisations.

Seeking consensus
This all means, of course, gaining some
sort of consensus on policy direction
from its nationally and culturally diverse
membership. All 44 full members of FEE
(there are five associate members and
one correspondent member) appoint a

‘All the time we’re
moving away from
country interests
towards something
that is workable…
We aim to bring
people together, to
be inclusive’
representative to sit on the Members’
Assembly, which provides high-level
guidance on strategy to the FEE board,
the body ultimately responsible for
decision-making within the organisation.
Blomme sits on the board along with
FEE’s president, deputy president, chief
executive and eight vice-presidents (who
are elected by the Assembly, five of them
from countries with permanent seats).
The potential for disagreement or
paralysis on any given topic is clearly
significant, but FEE’s small team is, to use
an understatement, adept at building
consensus. ‘Constitutionally, we could vote
on a position within FEE, but we never do,’
says Blomme. ‘If you vote you alienate a
minority. That vote is the stick behind the
door – we try to avoid it at all costs, and
work by compromise and consensus. No
one member state or view has a veto.
‘We discuss and re-discuss and try to
narrow it down. All the time we’re moving
away from country interests towards
something that is workable. There’s
always a bit that people can agree on
– you start with that and build to where
you want to go. You need to find your
boundary because if you go further than
that, you lose part of your audience.
We aim to bring people together, to be
encompassing and inclusive, but firm.’
She accepts that this approach is not
always completely successful. ‘Take the
case of audit reform, for example. Could it
have been better? Yes, probably. There are

a huge number of member state options
because not everyone could agree. If the
profession doesn’t speak with one voice in
all member states, that’s what you get. So
many interests were involved. The sharp
edges were taken out, but not everything.’

Bridging the gap
It takes a particular type of person to
excel at such a difficult role, but Blomme
believes that her background in medium
and large firms allows her to see the
practical implications of policy decisions.
Born and educated in Belgium, after a
short-lived stint at a clearing bank (‘I found
it quite slow’), she joined a mid-sized audit
firm as an audit junior at the age of 25.
She speaks three languages – Dutch,
English and French – and bridging the
language barrier has been a feature of
her career. ‘At my first firm I was the only
Dutch speaker in a French firm, so I spoke
to clients in Dutch and my colleagues in
French. I later moved to a larger firm in
Brussels where I had bigger clients and
I was often sent to represent the firm
because I spoke English. That planted the
seed of what I wanted to do.’
Blomme moved to Coopers & Lybrand
in Brussels in 1994, not least because
her husband’s job with Citibank made
an overseas transfer likely. Two years
later he was asked to move to New York
and she got a secondment with Coopers
(‘a completely different ball game’).
They remained there for five eventful
years, during which she qualified as a
CPA and had her second child.
After New York came two years in
London, before her husband was asked to
move to Brussels. ‘I was looking around
for a job and by coincidence came
across FEE,’ says Blomme. She joined
in September 2003.
‘It was a steep learning curve,’ she
says. ‘It helped that I’d had international
exposure, but I’d never worked in
European policy areas. I had to learn about
politics, the workings of the EU, European
Parliament and Council. But I enjoyed it
because I could combine the policy angle
with hands-on practical experience.’
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The bulk of FEE’s resources are
concentrated into its four policy
groups (corporate reporting, audit and
assurance, tax and the public sector) and
its SME Forum. There are clear objectives
in some policy areas – in the public
sector, for example, the ultimate aim is
to encourage a move towards accruals
accounting – but over the years, FEE
has moved into a thought-leadership
role. Recently it has published documents
on the future of corporate reporting
and on the role and responsibility of
accountants in tax policy, both intended
to kick-start a wide-ranging debate.
In February 2014, its discussion paper,
The Future of Audit and Assurance,
urged the profession ‘to have the
courage to question itself’.
‘We’ve had a tonne of comments
and we issued a next-steps roadmap on
the future of audit in December 2015,’
says Blomme. ‘We need to look at how

29

Born in Belgium, Hilde Blomme studied for a Master’s in
applied sciences at the University of Leuven, before gaining
her MBA at the same institution. Working in the financial
sector, she says, was a ‘natural step’. Her first job was with
Morgan Guaranty Trust, but she moved quickly to a mid-sized
audit firm and joined Coopers & Lybrand Belgium in 1994.
Between 1997 and 2001 she worked as an audit manager for
PwC in New York, returning to London as senior manager on the Unilever account
until 2003. She joined FEE as director of practice regulation in September 2003
and was appointed deputy chief executive in April 2011.

CV

we should evolve as a profession. What
skills will we need? Where will we go with
non-financial information? Some people
believe that auditors will be irrelevant in
10 years’ time because a robot will be
able to do the work. That’s not the way
we want to see things evolve.’
While from the outside the EU is
looking increasingly fragmented over
immigration and the euro, she says

that the repercussions are not particularly
felt at FEE. ‘Not in the subject matter
that we deal with.’ Even so, she has strong
views on the prospect of the UK leaving
the EU: ‘The UK has a great culture of
debating. Other European countries
just don’t and for that reason alone,
a Brexit would be a huge loss.’ ■
Liz Fisher, freelance journalist
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Why public contracts fail
Public sector contracts with private sector providers are famously prone to failure.
Abdelkarim Thabet Mahmoud ACCA examines the main reasons why this should be

O

ver the last three decades, contracting with the
private sector has become a significant vehicle for
governments to deliver public policies and services,
either through simple outsourcing of goods or services, or
through more complicated forms known as public-private
partnerships (PPPs).
Expansion in the scale and scope of contracting, and the
complexity, ambiguity and failure of many contracts, has led to a
continuous debate about its effectiveness, reasons for failure and
opportunities for improvement.
This article will discuss the main reasons why public sector
contracts with the private sector fail.

Rationale

factors, but, for analytical purposes, they can be treated
independently of each other.

Service specification and contract design
There is no doubt that articulating a clear scope of services that
captures all the requirements and expectations of the public
sector organisation is at the core of contracting success. However,
several factors make specification difficult. One is the uncertainty
of future circumstances: at the time of designing the contract,
many aspects of the work to be done may not be known and many
risks and incidents are unpredictable.
The frequent changes in policies, strategies and resources
commitment in government organisations, the obsolescence of
technologies and bankruptcy of service providers are examples
of unpredictable incidents.
Contracts related to services that are difficult to specify or
measure are also exposed to the risk of information asymmetry,
by which the provider has more knowledge of what he can do or
could do than the purchaser. Many complications stem from this
information asymmetry and lead to contract failure. Examples
might include designing an ineffective contract, selecting an
incompetent contractor, or setting inappropriate pricing.

Recurrent issues
Common reasons for failure
can be explored through
three main perspectives:
first, services specification
and contract design;
second, complexity of
project scope and structure;
and third, contract
management capacity.
Reasons for failure are
frequently interrelated
and may also be affected
by common contributing

Poor services specification and
contract design/Lack of contract
management capacity

To better understand the causes of failure, it may be helpful
first to identify the motives behind contracting, and how public
service markets were formed. In the 1980s, governments
worked on reducing the size and role of the public sector,
driven by the belief that it is less efficient than the private sector
in delivering public services. This led to a move from direct
provision of services by public sector organisations towards
market-based competitive tendering and contracting with
private sector organisations.
The shift of focus towards the private sector is motivated
Scope and project structure
by a number of premises, such as timely delivery of projects;
Complexity of scope and project structure is a second area of
cost-effectiveness; access
to private sector expertise;
access to new sources of
Mapping risks of contract failure with main reasons for failure
finance; sharing of risks; and
and type of contract
allowing for innovation and
integrated solutions.

Contracting
for goods
(classical)

Contracting
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with more
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concern. In principle, public services are complex, and the more
complex they are, the harder it is to specify a clear contract.
A spectrum of contracts exist with the private sector, the most
significant of which is PPP. Projects undertaken under PPP are
wide in scope and scale, may cut across different sectors, and
involve significant capital investments and infrastructure projects.
This complexity of scope and structure invites a variety of risks.
First, the ‘private partner’ or contractor might be a consortium of
several sub-contractors or sub-providers engaged in delivering
public sector projects. The main concern here is how performance
might be measured and how incentives and penalties can be
imposed on the private providers if anything goes wrong.
The second risk arising from complexity of scope and
structure involves accountability: accountability to whom
and accountability for what. On the one hand, it would be
challenging to design a contract that is sufficiently specific and
capable of holding private sector providers and their subproviders to account. On the other hand, it is difficult to monitor
and assess the performance and contribution of the different
parties because of the interdependence between purchaser and
provider or between provider and other sub-providers.

Contract management capacity
In many cases of failure, the contract management capacity of
the public organisations is questioned as a reason or at least as
a platform for unleashing other reasons and risks. For example,
the risks of poor performance and opportunism from providers,
although inherent in any contract, are exacerbated by the lack of
capacity from public managers and organisations.
The capacity issue can be viewed from two perspectives.
The first relates to the expertise and competence that public
managers should have in order to be able to design, negotiate,
price and enforce contracts that serve the public interest. The
second concerns the ability of public sector organisations to
monitor and assess the performance of private sector providers
after contracts have been signed.

The implications of lack of capacity are more severe if
there is risk associated with conflicting interests. In other
words, the fact that private contractors are primarily motivated
by maximising their profits means that they may behave
opportunistically, delivering poorer service at higher cost.
The chart on page 30 maps the three main areas of
risk of contract failure to the different classes of contracts.
For standard goods or services, classical contracting can
be a highly effective means of provision. But with more
complex bundles of services, involving long-term servicedinfrastructure projects such as PPPs, contracting becomes
more challenging.
The chart also shows that the more complex the scope of
the contract and the structure of the project (horizontal-axis),
the poorer the contract design is; or the more there is a lack
of contract management capacity (vertical-axis), the more the
contract is exposed to risks of failure affected by the contributing
factors of uncertainty, information asymmetry, opportunism,
interdependence, goals incongruence, poor performance
measurement and loss of accountability.
In summary, there has been a significant expansion of the
scale and scope of public sector contracting with the private
sector, bringing complexities and risks that, in many cases, may
translate into failure. The three main areas in which failure may
lurk – service specification and contract design; complexity of
project scope and structure; and contract management capacity
of the public sector managers and organisations – also invite
further risks and problems, which, if not handled deliberately,
could lead to contract failure.
Finally, it has to be said that involving the private sector
in the public service delivery process has become a de facto
practice; the real challenge remains how socioeconomic
goals and public interest objectives can be pursued through
contracting while retaining the focus on best value for money. ■
Abdelkarim Thabet Mahmoud ACCA, director, EY, Palestine
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Managing
your millions
The ultra-rich have had a tough year. More run-of-the-mill
investors can draw invaluable lessons from their misfortunes

I

n the 1985 film Brewster’s Millions, the heir to a large
fortune is given the challenge of wasting US$30m in
30 days in order to inherit a much larger sum. The comic
escapades that follow make clear just how hard it can be
to dispose of vast wealth.
But some of the world’s wealthiest citizens have made
Brewster’s task look easier than the film suggests. A survey by

Wealth-X found that 11% of ultra-wealthy Americans – defined
as those with more than US$30m – had lost as much as half their
wealth in the 12 months to June 2015. As a whole, this group
lost a total of US$760bn over the period, equivalent to the gross
domestic product of Switzerland. According to Knight Franks’
Wealth Report published last month, only 34 out of 91 countries
saw a rise in the number of high net worth individuals in 2015.
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Financial advisers and academics
believe there is a handful of common
mistakes that underlie many tales. In
other words, the blunders of the ultrarich may offer a useful guide on money
management for ordinary investors.

The concentration paradox

33

policy change sent the Swiss franc
soaring and shares plunging.
‘The idea that there is no place
like home doesn’t really apply to
investing,’ says Whitelaw. ‘A stubborn
home bias can be a great way of losing
money. International diversification
means that even if a crisis blows up at
home – as it has in Russia, for example
– you don’t lose so badly.’
It has also become far less costly to
have assets all over the world. Exchangetraded funds mean there is really no
excuse for holding most of your wealth
in just one country, says Whitelaw. ‘This is
asking for trouble,’ he adds. It’s a wealth
cliché that the first generation makes
the fortune, the second spends it, and
the third picks up the pieces. According to wealth consultancy
the Williams Group, 70% of rich families lose their wealth by the
second generation, and 90% by the third.
Sheila Stinson, a managing director at Convergent Wealth
Advisors in the US, says: ‘Excessive spending can also drain
wealth with surprising speed. This can be a problem where heirs
are not involved in managing the family fortune and are allowed
to simply coast off their trust funds.’ Family feuds can also
dissipate fortunes, with legal disputes taking an expensive toll.
A key to preventing this, Stinson says, is to ensure that
younger family members are encouraged to lead ‘purposeful’
lives and are part of financial decision-making from an early age.
‘Multigenerational planning is something wealthy families are
getting better at,’ says Robert Paul, executive director at London
& Capital, a wealth adviser focused on high net worth individuals
and families. ‘We tell families that the key is involvement,
communication and education. In many of the families I advise,
children get involved early and are given pots of money to
control early in order to get their heads around the situation.’

‘The idea that
there is no place
like home doesn’t
apply to investing.
A stubborn
home bias can
be a great way of
losing money’

Perhaps the biggest destroyer of
wealth is overconcentration in a single
company which, ironically enough, is
how most of the ultra-rich become so
wealthy in the first place. ‘Founding
a company can be the best way to
make a fortune,’ says Robert Whitelaw,
a professor of finance at New York
University. ‘It is also the best way of
losing money fast.’
The value of shares in a single company can decline far faster
than for the market as a whole, punishing those with a highly
concentrated position. By way of example, Ivan Glasenberg,
the chief executive of mining firm Glencore, managed to lose
US$500m in a single day when the company’s stock tumbled
over worries about the outlook for commodities. From a peak
fortune of over US$7bn in July 2014, Glasenberg lost about
three-quarters of it in the year to September 2015, according
to a calculation by Bloomberg.
‘Sometimes single-company stocks bounce back and other
times they don’t,’ says Whitelaw. The Brazilian entrepreneur
Eike Batista was the seventh richest man in the world in 2012,
with a fortune of around US$30bn. In the space of less than
two years, his entire net worth evaporated after his energy
exploration company failed to find oil.
Single-company stocks carry a range of idiosyncratic risks that
you don’t get from the market as a whole. German car maker
Volkswagen swiftly lost a third of its stock market value after it
was found to have been evading US emissions rules, while BP
has yet to fully recover from its 2010 Deepwater Horizon oil spill.
‘Investing in the market as a whole gives a superior rate of return
adjusted for risk and volatility,’ says Whitelaw.

No place like home
Investors, even ultra-rich ones, tend to put their money into their
domestic market. For example, Swiss equity investors hold about
75% of their portfolios in companies based in the small European
republic. That can be a mistake.
One cautionary tale of geographical concentration for
2015 comes from China. Wang Jing, the Chinese technology
entrepreneur, whose fortune has been heavily focused in the
domestic market, saw his wealth fall from US$10.2bn since June
2015 to a mere $1.1bn as a result of the sharp slide in the Chinese
stock market. Investors in Russia, Brazil and the Middle East who
chose to stick close to their domestic market have regretted it
over the past few years. Even Swiss investors in the ultra-safe
Alpine nation suffered in early 2015 after a central bank currency

Spread the wealth
Placing too large a share of your assets with any single wealth
manager can be costly, as investors in the hedge fund run by
Bernie Madoff learned to their cost. While frauds like Madoff’s
Ponzi scheme are rare, individual funds or managers can mess
up, taking a big chunk of your wealth with them. The collapse
in 1998 of Long-Term Capital Management, a hedge fund with
several Nobel prize-winning economists on its board, was a
reminder that prestige is no guarantee of success.
Non-millionaires are unlikely to shed tears when the ultra-rich
suffer major financial problems. After all, most remain fabulously
rich by any normal standards, even after financial errors that
make Brewster look like an amateur in wealth destruction. But
rather than an opportunity to gloat, what these high-profile
blunders offer is an invaluable lesson for ordinary investors. ■
Fernando Florez, journalist
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Paying taxes

Going digital
Electronic systems, if implemented properly, benefit both
tax authorities and companies. The survey compared uptake
in economies within regions and among OECD members.

PwC’s latest analysis of tax systems in 189
economies reveals a changing picture
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Taxing times
PwC’s annual survey, Paying Taxes 2016, in conjunction
with the World Bank, used a case study company to
illustrate the costs of all taxes borne; the time required
to comply; and the number of payments made. Across all
countries, these continued to fall in 2014; but the total
rate increased in 46 economies while decreasing in 41.
40.9% 40.8%
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Payments

■ System unavailable/not used by most businesses
■ OECD high income ■ Europe and Central Asia ■ Latin
America & Caribbean ■ East Asia & Pacific ■ Middle East &
North Africa ■ Sub-Saharan Africa ■ South Asia

For more information:
To read the full survey Paying Taxes 2016, visit
pwc.com/payingtaxes

Total tax rate
While South America has the
largest proportion of ‘other’
taxes, labour taxes make up
the bulk of payments in the
EU and European Free Trade
Assocation countries, and
profit taxes predominate
in the Central America/
Caribbean region.

Time to comply
The use of electronic
systems has been shown
to reduce hours spent
on compliance with tax
regulations. This means
frequent changes can be
made to systems without
increasing the
compliance burden.
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In the public eye

ACCA’s review of public services finds that accountants are under greater pressure
than ever to lead the way in strengthening the sector’s financial management

E

xpenditure on public services is one of the most
significant investments made in almost any part of the
world, with government expenditure in some countries
accounting for more than a third of GDP.
Public services come with high public expectations attached
and are, quite rightly, closely managed and scrutinised. The
level of accountability and transparency around the spending of
public money has increased in recent years, as has the pressure
for public bodies to do more with less, to become more lean,
efficient and cost effective.
‘The public sector across the globe is in more need of effective
financial management – and therefore good accountants – than
ever before,’ says ACCA’s head of technical advisory, Glenn
Collins. ‘It is essential that the many thousands of finance
professionals working within public services have the right skills.
ACCA has long been aware of this; our members across the world
work in a wide range of public-sector bodies, from national and
local government to regulators and healthcare.’
As part of its work in this area, ACCA reviews public service
provision and publishes a report for ACCA members, as well as
governments, employers and other stakeholders with an interest
in the public sector, setting out the main criteria for effective
provision. Its latest report, Setting High Professional Standards for
Public Services around the World, has recently been released and
covers four main topics:
the principles for achieving good governance
the principles for effective financial management
the importance of the quality of information reporting to help
decision-making
the criteria for effective
performance management.
One of the interesting elements
of the report is the way in which it
highlights the subtle differences – but
also the many similarities – between
the requirements of effective financial
management in the private and public
sectors. On the question of governance,
for example, there are many definitions
of what good governance should look
like, but each depends on its context
and on the specific stakeholders of
the organisation. The report argues
that the most appropriate definition of
good governance for public services is
the one developed by the UK’s Audit

*
*
*
*

Commission in 2009: ‘Ensuring the organisation is doing the right
things, in the right way, for the right people, in a timely, inclusive,
open, honest and accountable manner’.

Leading the way
Finance professionals in the public sector are under more
pressure than ever before to lead the way in strengthening public
financial management. Indeed, it is seen as a priority in many
countries, as governments struggle to find financial sustainability
and manage fiscal risk in a volatile global economic environment.
The role and size of the public sector is under close scrutiny
in many countries and the emphasis on financial discipline,
transparency, and value for money is stronger than ever. In
practice, this means that finance professionals in the public
sector are being asked to show that budgets are linked to policy
objectives, that value for money is secured, and that financial
reporting is credible and transparent.
The risk is, though, that finance professionals, as the visible
face of financial management, could find themselves in the firing
line. As ACCA’s report points out, however, this is not, and should
not be, a task for financial professionals alone. ‘Strong leadership
and the support and political will of national governments
are vital to the success of any financial management change
programme aimed at strengthening fiscal management across
a country. There is no “quick fix”, as many of the improvements
may require legislative, structural and cultural changes.’
One of the consequences of the spotlight on public services
has been a shift in the form and quantity of financial information
expected by stakeholders. In fact,
standards of transparency are generally
higher in the public sector, but
increasingly stakeholders in both the
public and private sectors are looking
for an approach that combines financial
reporting with other information,
including narrative reporting and
sustainability reporting. In practice, this
means that the trend towards integrated
reporting (IR) seen in business is
seeping into the public services.
One potential problem is that
IR frameworks – most notably the
framework of the International
Integrated Reporting Council (IIRC) –
are developed with business in mind
rather than public-service organisations.

The trend
towards integrated
reporting that
has been seen
in business is
seeping into the
public services
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An IR framework developed for private business will not
necessarily meet the needs of all public services; in its response
to an IIRC consultation in 2011, ACCA said it was important that
public services were not forgotten in the development phases
of any international framework. The IIRC has since developed
a Public Sector Pioneer Network, through which public-sector
organisations can discuss how IR could be applied to the sector.

Skills to the fore
An underlying question is whether finance professionals working
in the public sector are a different breed from those in the private
sector. Do they need different skills? The ACCA report discusses
the basic skills requirements of financial professionals in the public
sector, but also the best principles for performance management,
setting the emphasis on ‘value for money (economy, efficiency
and effectiveness) in public services. Central performance
management systems and targets can be valuable, but they
should be intelligent, streamlined and sensitive to local needs.’
Strategic financial management skills are, of course,
a prerequisite, but the demands on finance professionals working
in public services are increasing by the day. So what does it take
to work in the public sector?
The report lists the key requirements for public-sector finance
professionals today, which include:
Strategic leadership skills
Organisational and change-management skills
Creative thinking and effective decision-making, including the

*
*
*

implications of professional values, ethics and attitudes
Technical skills that cover numeracy, IT proficiency, decision
modelling and risk analysis, measurement, reporting
and compliance
Communication, negotiation and influencing skills
Team-working skills
ICT skills.
But that is not all – public-sector professionals must be able to
see beyond their own horizons, particularly in a world where the
public and private sectors are working more closely together. As
the ACCA report puts it: ‘A modern-day financial professional
should be capable of having a perspective on the bigger picture,
as well as having the capability to affect what is happening and
judging the right time to make an intervention.’
‘While we’re not in ourselves a provider of public services,
ACCA members play a very significant role in the public sector in
countries around the world,’ says Collins. ‘Finance professionals
are crucial to public financial management and governance – the
consistent policies they follow help public service providers meet
the enormous challenges they face today.’ ■

*
*
*
*

Liz Fisher, journalist
For more information:
See the report Setting High Professional Standards for
Public Services around the World at bit.ly/ACCApublicservs
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Ready for action

Progress on the reform of international taxation demands that accords be translated into
actions this year. ACCA’s Chas Roy-Chowdhury describes the potential hurdles

I

n 2016, the shake-up of international taxation will shift
focus from firm agreements to hard actions. The world’s
leaders and their finance ministers expect no less,
following the consensus achieved on far-reaching reforms
that could radically alter how multinational companies are
taxed, as well as where they are taxed.
Since 2013, the Organisation for Economic Cooperation and
Development (OECD) has been developing a 15-point action
plan to tackle Base Erosion and Profit Shifting (BEPS). It was
always going to be an ambitious project, but the OECD has
risen to the challenge, bringing with it the G20 leaders, who
voted to implement the final package in November 2015.
The OECD anticipates that the measures, if implemented in
full by all the major economies, will go some way to reducing the
estimated US$100bn-$240bn (£66bn-£160bn) lost through BEPS
annually. This represents between 4% and 10% of global corporate
income tax (CIT). This matters because of developing countries’
greater reliance on CIT as a percentage of their tax revenues.
The 15 action points have been presented in a consolidated
package that the OECD claims to be the first substantial
overhaul of international tax rules in almost a century. The final
package of measures includes minimum standards on countryby-country reporting and treaty shopping, curbs on harmful tax
practices, especially in areas of intellectual property, and mutual
agreement procedures to ensure that the fight against double
non-taxation does not result in unintended double taxation.
There is also revised guidance on transfer pricing rules and a
new definition of permanent establishment, together with new
measures for controlled foreign companies, interest deductibility
and hybrid mismatches.

Tough challenge
Finally, we will see the development of a multilateral instrument
that will incorporate the tax treaty-related BEPS measures into
the existing network of bilateral treaties. This will arguably be the
most complex aspect; as the OECD notes, there are nearly 90
countries working together on this action point, and the aim is to
get the instrument up and running by the end of 2016.
The report says that the goal of Action 15 is to streamline
the implementation of the tax treaty-related BEPS measures, an
innovative approach with no exact precedent in the tax world,

although such instruments do exist in other areas of public
international law. This could be the biggest challenge for BEPS in
2016, but at only 50 pages in length (compared to some 400 pages
for other action points), is there enough detail to push it through?
Development of the multilateral instrument is being taken
forward by an ad hoc group, which has been tasked with hitting
the end-2016 deadline. An initial conference to negotiate the
instrument began in November 2015, under the chairmanship of
the UK, supported by vice-chairs from China and the Philippines.
More than 90 countries and jurisdictions have indicated they
will participate in the negotiations. Once the instrument has
been agreed, it will be available for countries to ratify. But
it is expected that there will be significant flexibility so that
participating countries might make different choices. This is
going to be a tough point to get right.
This year will see movement on a number of the other action
points. Those covering transfer pricing (Actions 8 to 10) and
Action 13 on country-by-country reporting will be the first to
take effect in 2016. Although the consolidated version of the
transfer pricing guidelines is not due to be published until 2017,
tax authorities are already starting to use the material released
during the consultation process to open cases.
Country-by-country reporting, as set out in Action 13, will
benefit from very clear guidance through a fixed template.
The first sets of data for December 2016 year-end groups with
global sales of €750m (£586m, $840m) must be delivered to tax
authorities by 31 December 2017. These will, in turn, distribute
this information by 30 June 2018. Multinationals are going to be
busy with their systems work on gathering the necessary data
in 2016.
Activity around patent boxes (Action 5, harmful tax practices)
will also be busy in 2016. In the future, patent box incentives may
be granted only where the related research and development
is conducted in the same country. The UK, which is currently
consulting on its own patent box rules, is expected to present
legislation quickly to introduce the new regime from June 2016
and to close the existing patent box regime; at the time of writing
it was expected that group transfers into existing boxes will not
be allowed after 31 December 2015. There are indications that
Germany, Ireland and the US may introduce their own BEPScompliant intellectual property regimes as well.
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Top of the agenda
Such activity will keep international tax close to the top of
boardroom agendas. According to Deloitte’s most recent
European tax survey, the importance of BEPS has increased during
the past year, while progress is also being made to prepare for the
coming changes. In Deloitte’s previous survey, nearly a third (31%)
of companies said they had begun preparations for BEPS. In the
latest survey, this figure had risen to just under a half (44%).
There is also acknowledgement that BEPS is likely to affect tax
strategy. More than half of the companies in the Deloitte survey
said they expected the cost of compliance to increase, and there
was a significant increase in the proportion of respondents saying
they would need to review or amend their entire international
tax strategy. Half thought their compliance burden was likely to
increase as a result of the initiative; a third thought this burden
would increase primarily from the country-by-country reporting
requirements, while the rest could see the burden increasing due
to other requirements such as transfer pricing documentation
and methodologies, and permanent establishment changes.
So 2016 – and beyond – will be a busy time for corporates
as well as legislators and tax authorities. Legislative action at
a national level will be required to tackle issues around hybrid
mismatches and interest restrictions. Hybrids – where one party
gets a tax deduction for a payment
while the other does not have a taxable
receipt, or where there is more than one
tax deduction for the same expense
– are tackled by the OECD. But it
remains to be seen how many countries
actually support this guidance. The UK
government is considering legislation,
while countries such as France already
consider that their legislation outlaws
such arrangements. But few other
countries have publicly supported the
OECD position.
Interest deductibility (Action 4)
could prove interesting, if you’ll forgive
the pun. The final report affords a
degree of flexibility that could see
a variety of different approaches to

39

targeting interest deductibility. And whatever rules are adopted,
there should be plenty of time allowed for corporate groups
to reassess their capital structures so that they are still able to
obtain relief for third-party interest expense. One thing is clear,
however: the OECD does not want to see countries deliberately
adopting a policy to attract international investment due to
lenient interest deductibility rules.
But inevitably, some countries will prove to be more
enthusiastic about BEPS than others. For instance, Australia has
been seen as an early mover on BEPS, having adopted some
measures even before the final recommendations became
known. The UK, which has been accused of undermining the
BEPS project through its diverted profits legislation, could be
seen, if anything, as over-enthusiastic.
The Netherlands, which rightly or wrongly has been the target
of accusations over its tax policies, is considering its response.
There, legislation on country-by-country reporting came into
force at the beginning of 2016, with changes to its patent box
regime also expected during the year. Ireland will also legislate
on country-by-country reporting and introduce a ‘knowledge
development box’ that will comply with the OECD’s standards.
Then there is the US. It remains to be seen how the world’s
largest economy will react and, if so, when. Caution seems to
be the watchword here, even though
the US played an active role in the
BEPS process. The US government
believes there is a risk of uneven and
unfair application of the action points,
and is particularly fearful that other
governments will go after the trillions
of dollars locked up in US international
groups who have been keeping their
earnings offshore. And the US is not
keen for its corporate groups to be
sharing their information with foreign
authorities. Even if all the other hurdles
are overcome, this could be one
obstacle too many. ■

Legislative action
at a national level
will be required
to tackle issues
around hybrid
mismatches
and interest
restrictions

Chas Roy-Chowdhury FCCA is head of
taxation at ACCA
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Bucking the trend

A survey of the top global accounting networks and associations finds that despite
currency volatility and patchy economic conditions, firms are reporting strong growth

T

he latest report from International Accounting Bulletin
on the performance of global accountancy networks
has found that PwC tops the table, with global fee
income of US$35.4bn for the year to 30 June 2015. It beat
Deloitte, which had held the top spot for the previous
two years, but by a relatively narrow margin of US$156m,
with Deloitte reporting fee income of US$35.2bn in the
year to 31 May 2015.

Networks fee data
PwC
35,356.0

Deloitte
35,200.0

EY
28,655.0

BDO
7,303.9
RSM
4,641.4

KPMG
24,440.0

Network growth
Overall, the Big Four (PwC, Deloitte, EY and KPMG) controlled
66.5% of the global accounting market share in 2015, with a
combined fee income of US$124bn. KPMG was the only Big Four
firm to report a decrease in fee income (-2%).
According to the survey, networks grew by an average of
2% in 2015, with the Big Four and the next six largest networks
averaging 3% growth year on year.

Name
PwC
Deloitte
EY
KPMG
BDO
RSM
Grant Thornton International
Baker Tilly International
Crowe Horwath International
Nexia International
Moore Stephens International
Kreston International
HLB International
Mazars
PKF International
UHY International
Russell Bedford International
ECOVIS International
Pan-China International
ShineWing International

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Fee income ($m)
35,356.0
35,200.0
28,655.0
24,440.0
7,303.9
4,641.4
4,632.8
3,807.0
3,506.7
3,082.7
2,659.9
2,045.2
1,910.3
1,423.8
1,014.1
517.0
392.0
322.0
320.6
276.1
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▲ Numbers game

Other notable changes in the
network rankings include RSM
overtaking Grant Thornton as the
sixth largest network globally. RSM
reported fee income of US$4.64bn
in the year to 31 December 2015,
up 6%. Grant Thornton reported fee
income of US$4.63bn in the year to
30 September 2015, down 2%.
PKF International dropped from
12th position to 15th.
Overall, associations grew by an
average of 5% year on year, with
combined fee income of US$23.3bn.
Praxity remains the largest
association globally, with fee income
of US$4.5bn, up 3% on 2014.

The strong dollar along with currency
devaluation in several regions affected
networks and associations in 2015
The associations’ table saw
much more volatility in 2015 than
the networks’ table, with a few
associations – such as MSI Global, KS
International and INPACT – climbing
up by one or two positions.
The split between PKF
International and ARAF, now Allinial
Global, in North America also had a
knock-on effect on the association
table. Allinial Global took fifth place
in the ranking.

Overall, the Big
Four controlled
66.5% of the
global accounting
market share
in 2015

»
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Pinch of salt
Among the top 10 largest associations, the most notable
change in the ranking was DFK International overtaking AGN
International as the seventh largest association globally, with fee
income of US$1.2bn in 2015.
But IAB acting editor Vincent Huck warned that these
changes should be taken with a pinch of salt. ‘The strengthening
of the dollar in 2015, combined with currency devaluation in Latin

6.0%
2.0%

7.0%
7.9%
USA

World

4.9%
7.2%
UK

12.0%
13.0%
Turkey

4.0%
4.8%
Spain

South Korea

South Africa

0.6%
2.8%

8.4%
-10.7%

7.2%
Singapore*

Russia

-4.5%

5.8%

18.0%

19.0%

* Data not available for 2014

Nigeria

-0.7%
2.2%
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• Average growth of firm 2015 (%)

Netherlands

4.0%
3.0%

Italy

7.4%
11.0%
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Germany

Mexico
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4.0%
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18.0%
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5.8%
Canada

1.4%

13.0%
9.1%
Brazil

Australia

5.0%

10.3%

World survey 2016

America, China and Russia, has played a part in networks’ and
associations’ financial reports,’ he says.
‘A decrease or slow growth do not necessarily reflect an
organisation’s operational results but are often the effect of
currency exchange.’ ■
This article was contributed by International Accounting
Bulletin
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Spotlight on talent
ACCA’s Jamie Lyon introduces a
project that aims to provide new
insights into how enterprises
can attract, develop,
engage and retain the
best people

um

um

R

emarkably, it’s almost 20 years since McKinsey coined
the phrase ‘war for talent’ in a 1997 article. The study
spawned a generation of both supporters and detractors,
yet whatever your view on the original study, what is certain is
that attracting, developing, engaging and keeping hold of good
people with the right skills has continued to be a key priority
for businesses. This is true of enterprises of all sizes and in all
sectors, and also from the perspective of finance professionals;
CFOs and other finance leaders rightly recognise the
importance of developing their staff and helping them achieve
their career ambitions through appropriate opportunities.
Yet a new light has been shone on the quest for securing
people with the right skills in the face of globalisation, changing
finance ‘delivery’ models and the emerging requirement for
new capabilities. In particular, although the shared services and
outsourcing journey started in the early 1990s, access to offshore
talent probably wasn’t one of the primary drivers. Moving on 20
years, the industry is now well established, yet the longer term
implications in relation to people management and the changing
nature of career paths remain not particularly well understood.
In global finance functions this is particularly true today. In
short, the advent of shared services and outsourcing has had an
indelible impact on finance careers; it has changed the finance
career paradigm.
Yet if organisations are to future-proof the development
of their finance people today, these changes and implications
must be better understood. This is why ACCA is launching a
new research programme which will address the critical talent
challenges organisations now face in developing the next
generation of finance professionals. Our ambition is to bring
new insights into the practices enterprises must adopt to attract,

develop, engage and retain their future talent.
Our programme will draw on a range of quantitative and
qualitative research activities, including global surveys, ‘deepdive’ enterprise case studies, in-depth career profiling and
leadership interviews. It will aim to understand how talent and
people development programmes must evolve in response to
changing technology, the maturity of shared service functions,
emerging finance models and the broader corporate cultural and
industry context.
The programme intends to focus on a number of critical
areas. We want to understand the aspirations and challenges of
the youngest generation in global finance functions today, the
nature of their work and employment engagements, working
patterns, career ambitions and motivations, their attitudes
to remuneration and what works in attracting, engaging and
retaining them. We also want to look at how career paths
are changing for finance professionals, understanding the
value placed on different experiences gained across different
activities, the career opportunities that go beyond finance,
common pathways in and out of finance, and emerging best
practices in career planning that organisations are seeking
to deploy. In addition, we will explore the changing nature of
skills, capabilities and behaviours, as well as the learning and
experiential interventions that can be deployed to help cultivate
these, along with valuable leadership qualities and traits. ■
Jamie Lyon FCCA is head of corporate sector at ACCA
For more information:
Visit accaglobal.com/talent to see our initial study
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Career boost

Mentally resilient people don’t beat themselves up for past mistakes, they learn any
lessons and move on, says Rob Yeung; plus the perfect etiquette for hotdesking

Talent doctor: resilience

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
Recently, I was invited to give a
speech on the topic of resilience and
mental toughness to an audience
of managers in a financial services
business. We all have times when
we face problems or challenging
circumstances and wish we were
more in control, so here are three
messages I think we could remind
ourselves of occasionally.
Successful people take calculated
risks. Clearly, that doesn’t mean
throwing yourself into dangerous or
unrealistic situations in the vague hope
of success. But taking risks inherently
means that things won’t always turn
out as well as you might wish.
By all means admit to yourself
that you failed at a project, but avoid

translating this into the global statement
‘I am a failure’. Psychologists have found
that when you attribute failure to a specific
occasion or task (ie the first approach),
you are far less likely to damage your
motivation and potential for growth.
The first interpretation has an implicit
message that you failed at this one
project but can learn from it and try
again. The second, global, statement may
reinforce in your mind that you are a total
failure and that you just shouldn’t bother
trying anything difficult ever again.
That may seem a subtle, even trivial,
distinction. However, research has found
that even seemingly minor differences can
have insidious mental consequences.
Whether it’s a task you did on your own
that failed, or a large project involving

dozens of people, take the time to
review what happened. Rather than
trying to identify what went wrong
(which may lead you to blame yourself,
or others), try to be future-focused:
identify what you would do differently.
Rather than saying ‘you should have…’,
say ‘next time, I/we should…’.
Once you have identified any lessons
to learn, move on. Resist the temptation
to revisit past errors. Research suggests
that mentally resilient people avoid
torturing themselves with what they
‘should have’ done.
No doubt you have at times felt
anxious, angry, harassed or selfdoubting. When you’re feeling less than
positive, be careful not to say things like
‘I am nervous’ or ‘I am annoyed’.
Whether you’re analysing your
own emotions or sharing how you’re
feeling with a colleague, say something
like ‘I am experiencing a feeling
of nervousness’. The simple act of
distinguishing your emotions from
yourself can help you to restore your
equilibrium more quickly. That change
in phrasing reminds you that you are
someone who experiences emotions –
you are not the same as your emotions.
Again, that may seem a trifling
difference in wording. But psychological
research tells us that even small
changes in how you see yourself and
the world can eventually make a big
difference to your state of mind. ■

Positive thinking
Watch Dr Rob Yeung
expand on these themes at
bit.ly/ACCA-Yeung2

For more information:
talentspace.co.uk
@robyeung
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All change
Nearly two thirds (63%) of
accountants are planning on
changing jobs in the next six
to 12 months, according to
CareersinAudit.com.
The jobs board surveyed
more than 1,700 accountants
globally in roles ranging
from newly qualified to CFO
and partner. It found that
more than a third (34%) were
already actively seeking a new
position, with a further 29%
planning on doing so within
the next year.
A desire to work abroad
was cited as the primary
reason for changing jobs, with
30% of respondents looking
for a fresh challenge overseas.
Western Europe was
deemed the most attractive
region for career progression,
with 21% of respondents
naming this as their preferred
destination. Meanwhile,
15% had their eyes on North
America, with 13% welcoming
a move to the Middle East.
Simon Wright, operations
director for CareersinAudit.
com, said: ‘Employers may
need to shake up working
practices and make changes to
retain star employees. Bosses
could consider offering staff the
opportunity to work abroad on
secondment, either within the
company or perhaps through
an associated network.’

UK profession resilient
The accountancy profession
is among the private-sector
professions that are most
resilient to a downturn in the
UK economy. This is according
to analysis conducted by
recruiter Randstad Financial &
Professional.
Based on data from the
UK’s Office for National
Statistics, Randstad found that,
when adjusted for inflation, the
aggregate salary bill for fulltime accounting professionals
increased by 11.5% between
2002 and 2014.
Over a 12-year period
wages grew from £12.7bn

The perfect: hotdesk neighbour
The key point to note when making friends with your hotdesk neighbour is that you don’t
have a lot of time. Very little time to establish that you are considerate, enthusiastic,
courteous, credible and maybe a little quirky and fun to be with. So you need to prioritise.
That being the case, and bearing in mind that first impressions count, you should
concentrate on being courteous and considerate and forget all about quirky and fun to be with.
Take an unbiased look at yourself (or ask a family member or close friend) and pick out
any annoying habits, such as asking questions then obviously not listening to the answers
(good eye contact and an open, interested expression are handy here); or eating noisily or
with your mouth open (in fact, it may be better not to eat at your desk at all in a hotdesk
situation – you probably wouldn’t in a client meeting, so why would you when hotdesking?).
Then work on eliminating those habits
entirely. Just root them out. Really, how
hard can it be? What’s more, you’ll
reap dividends in other relationships.
So that just leaves enthusiastic
and credible. This may be something
of a tall order, but you owe it to your
new colleagues. No one wants
to sit next to Mr Angry or Ms
Actually-I-never-asked-to-behere-anyway.
At this point, you might
want to revisit quirky and
fun to be with. Of course,
those qualities can go
unappreciated. But then
again, life is short. You may not
see your hotdesk neighbour
again soon, or even at all. Ask
yourself: in this life, how perfect
do you want to be anyway?

to £14.1bn in real terms.
This was in contrast to other
professions, which saw their
aggregate salary bills shrink.
For example, the
management consulting
profession experienced a
fall in its total pay bill, in real
terms, from £6.9bn to £5.7bn
between 2002 and 2014 – a
decrease of 17.3%.
Tara Ricks, managing
director of Randstad Financial
& Professional, commented:
‘Accountancy is recession
resilient. The profession’s
comparatively high aggregate
salary bill demonstrates
accountants are in the
enviable position of being
in demand whatever the
financial weather. During sunny
economic periods, they can
pick up consulting work. In
choppier waters, they become

an invaluable source of risk
advice – while the demand for
tax advice and audit work will
never dry up.’

Flocking to Singapore
Singapore is witnessing an
‘abundance of candidates’ for
accountancy and finance jobs.
According to recruiter
Hays, increased investment in
industries including aviation
and the media has resulted
in growing competition for
finance and accountancy roles
in the city-state.
Lynne Roeder, managing
director of Hays in Singapore,
said: ‘Singapore’s status as a
place where east meets west
is globally acknowledged.
Whether they are from
Australia or the UK, candidates
feel comfortable with the
regional financial centre.’

As Singapore is a gateway
to South-East Asian and
Chinese markets, employers are
seeking candidates with a grasp
of multiple languages, including
English and Mandarin.
Roeder said: ‘Accountancy
and finance talent is commonly
required to be at least
bilingual, as employers seek to
globalise their businesses via
Singapore-based operations.
‘Those professionals fluent
in various cultures in different
countries will be the most
sought after. Opportunities
continue to abound for those
who have a good command of
both English and Mandarin.’ ■
Sally Percy, journalist
For more information:
accacareers.com
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The costs game

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

In the latest in the series on the strategic role of the finance function,
Tony Grundy looks at the accountant as strategic cost manager

A

ccountants can play an important role in the strategic
management of costs – or what I call ‘the land
that strategy forgot’. In essence, it is the process
of creatively managing the resource base to achieve
strategic objectives at lowest cost, without undermining
the competitive position.
The process for this consists of five simple steps: diagnosis,
creating challenging options, evaluating them, planning and
implementation (see each below). I piloted this process with BP
Chemicals and then used it with the Bank of Ireland, EasyJet, GE
Healthcare and nuclear fuel processor Urenco, among others,
with breakthrough results.
Strategic cost management (SCM) has five key ingredients:
achieving strategic objectives (you can’t cut costs unless you
adhere to the business strategy)
seeking competitive advantage
looking beyond the short term
maximising economic value (no incidental or indirect valuedestroying impact)
creativity
These differentiate the strategic cost management from the
purely tactical, which is where so many companies go wrong.
In the SCM process, not only is financial and operational data
needed but also organisational, market and competitive data;

*
*
*
*
*

these need to be combined to model possible cost and value. To
illustrate, I worked with a client to identify three really key areas
of strategic cost breakthrough that were not just ‘last year’s costs
less 5%’, but that would transform the cost base and enable the
company to compete in a new way. These involved creating a
new and incredibly efficient plant, radically changing working
practices and an aggressive cost leadership strategy globally,
creating mega economies of scale. It worked.

Diagnosis
First you will need to do a strategic cost gap analysis by charting
where your unit costs are now; where they are for similar types
of competitor; what the current gap is; where you think your unit
costs are likely to be in, for example, three to five years’ time;
where you think competitors’ unit costs are likely to be over
the same timeframe; and therefore where your future gap is.
You then need to drill down within your current position, either
with a full economic analysis using value and cost drivers or by
searching online for ‘fishbone analysis’ for a high-level approach.
In the full economic analysis, you should split the types of
added value into activity, then segment these by where this
value is added, in a ‘value tree’, with two levels of detailed
analysis: value drivers and cost drivers. This typically highlights
that better trade-offs can be made, different value and
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Option evaluation
Consider your options using the strategic option grid. This helps
you evaluate a number of cost breakthrough options against the
following important criteria: strategic attractiveness; financial
attractiveness; implementation difficulty; uncertainty and risk;
and stakeholder acceptability.
Typically, each criterion is scored as high attractiveness
(three points), moderate attractiveness (two points) or low
attractiveness (one point). For example, high implementation
difficulty and uncertainty and risk would score one point. First
you need to explore fully what options might be available
including both the ‘what’ and the ‘how’. Next, you should
develop a working model of your plan. Finally, check your facts
and gather data in the areas where the evaluation scores seem
most sensitive.

Planning/implementation

cost models created, and causes of inefficiency and lack of
effectiveness eradicated.
In the fishbone analysis, you take an area where you
suspect costs might be too high and then repeatedly ask why,
to dig down to the root causes. This is shown as a horizontal
fishbone, with the symptom ‘Cost X seems too high’ as the
fish’s ‘head’ to the right, and with the root causes as the ‘bones’
and ‘tail’ to the left. This typically drills down and rapidly
identifies areas for changing the cost model (without destroying
value, of course).
One extra check that can then be done is to use the ‘five S’s’,
which we discussed last month (AB, March, page 46): strategy,
structure, style (or culture), skills and systems.

Challenging options
Consider the areas below when creating challenging options:
extra value, and its creation and capture
business and product complexity
process
technology
speed and productivity
input prices and negotiation
sourcing
structure and skills.

*
*
*
*
*
*
*
*

The planning phase will depend on the individual circumstances.
As for implementation, this can be the longest phase of the five.
Two issues stand out: the need to foresee and address future
difficulty, and the need to understand stakeholder positions.
Draw a ‘difficulty-over-time’ curve; increasing difficulties can
occur at all kinds of different stages, perhaps as a steady incline,
or climbing a little then falling back before getting really difficult.
Implementation can feel like a rollercoaster, and there are
more than a few parallels here in terms of anticipating the
dynamics, interpreting the experience and then managing it, and
getting on the right rollercoaster in the first place.
Also important during implementation is stakeholder
analysis, which enables you to see where all the key players
are coming from and where they are trying to get to. This is
done by first identifying who you believe the key stakeholders
are at each phase. Next, evaluate whether they have a high,
medium or low influence.
Finally, evaluate whether they are in favour of the
project, against it or idling ‘in neutral’. To do this you must
try to see the world from that stakeholder’s perspective. This
involves not merely trying to sense the surface attitudes of
stakeholders to a particular issue but also the deeper emotions,
anxieties and prejudices.
By adopting this approach, you should be able to demonstrate
that the finance function can be of real strategic value. ■
Dr Tony Grundy is an independent consultant and trainer, and
lectures at Henley Business School
For more information:
www.tonygrundy.com
For previous Tony Grundy articles on strategy and
management theories, visit www.accaglobal.com/abcpd
For strategy case studies, see Tony Grundy’s videos at
bit.ly/ACCA-Grundy
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Insightful leadership

In the second in a series of articles on creating major change, David Parmenter looks in
more detail at the leading theories put forward by experts in the field

J

ohn Kotter points out in his book, Leading Change,
the importance of creating a ‘guiding coalition’. Every
organisation, he says, has its oracle – the individual
everyone turns to for an answer (‘You need to talk to Bob’).
These oracles exist right across the organisation and may
hold seemingly unimportant positions. Do not be fooled.
Firms need to invest in these gurus. One organisation
held three two-week workshops about the implementation
of its planning tool. Yes, that’s six weeks of workshops.
The CEO was present for part of each one, and the
wisdom from the oracles was channelled, by an expert
facilitator, into a successful blueprint for the project.
Kotter in Leading Change, and Steve Zaffron and Dave
Logan in their book, The Three Laws of Performance, also
stress the importance of compelling and motivational futurebased language in setting out a vision and strategy. This is crucial,
they say, if the journey is to be seen and resources made available.

More communication
In communicating the change vision, Kotter says that if you
undercommunicate, you will probably undercommunicate a
lot – by a factor of more than 10. This will undermine your
initiative, no matter how well planned. During a project,
the project leader needs to obtain permission from the
CEO to gatecrash any gathering in the organisation for a
10-minute slot to outline the project and explain progress
made so far. One sure-fire route to failure is to believe that
staff will read your project newsletters and emails. They won’t.
Kotter also advocates empowering ‘broad-based action’: the
need for change and the right to change must be handed over to
teams early on. Zaffron and Logan concur with this view. Once the
invented future is set in the minds of employees, they will march
towards this future. All the great writers state that some chaos is
good, so let teams embrace the project in their own way.
Next Kotter talks about the need to generate quick
wins – obvious, yes, but frequently missed. Always
remember, he says, that senior management can
sometimes suffer from attention deficit. You progress in
a methodical and introverted way at your peril. You need
easy wins, celebrated extrovertly, and you need to ensure
you set up the CEO to score the easy goals. ‘Consolidate

gains and produce more change’,
urges Kotter. This is the fly-wheel
Webinars
effect so well expressed by Jim
Collins in his books Built to Last and
Listen to David
Good to Great: when staff
Parmenter’s
are working in unison,
webinars on
the fly-wheel of
lean finance (£50
change will
per webinar) at
turn faster and
accaglobal.com/
faster.
leanwebinars
Finally,
Kotter talks of the importance of
anchoring new approaches in the culture.
Make heroes of the change agents; ensure
their values are embedded in the corporate
values; and be sure to weed out those in
management who have not embraced the change
and who, over time, will be dowsing the fire at night
when nobody is looking. ■
David Parmenter is a writer and presenter
on measuring, monitoring and managing
performance

Next steps
1 Look back at a major failed
project and ascertain how many
of these stages were ignored.
2 Think about how you can better
involve your organisation’s
oracles in your current project.
3 Email me (parmenter@waymark.
co.nz) for a book review of John
Kotter’s Leading Change.

For more information:
www.davidparmenter.com
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Financial reporting
requirements for SMEs
vary according to the
jurisdiction. Sometimes
they have to comply with
the same requirements as
other limited companies;
on other occasions they
are subject to very few
requirements. The variety of
approaches to SME financial
reporting seems to reflect
the wide variety of economic
contexts in which they
conduct business.
Within the SME category
there are arbitrary distinctions.
Currently in the European
Union (EU), the distinguishing
characteristics for SMEs and
micro entities are based
on turnover, gross assets
and number of employees.
There is an argument that
the publication of SME
financial reports is the price
of limited liability but this is

49

A global question

A range of outcomes has emerged worldwide regarding the
requirements of SME financial reporting. Graham Holt discusses

not universally accepted.
In some countries, limited
liability SMEs make minimal
public accounting disclosures
with no audit requirement.
The protection of creditors
is dependent on the owners
of the business and therefore
there is an argument that there
should be disclosure by these
entities irrespective of whether
they have limited liability.
In some quarters, it is
felt that there should be
limited financial reporting
requirements for SMEs
because of their size and the
costs of meeting regulation.
Generally, SMEs are ownermanaged with a narrow
ownership interest, and their
shares are not traded by
the public. However, SMEs
interact with many different
parties, some of whom benefit
from the disclosure of financial
information. It is therefore

not surprising that a range
of outcomes has emerged
worldwide as regards
the requirements of SME
financial reporting.
IFRS for SMEs,
International Financial
Reporting Standard for Small
and Medium-Sized Entities,
was issued by the International
Accounting Standards
Board (IASB) in 2009. The
concepts and principles
of IFRS for SMEs are
based on the framework
document and therefore
are very similar to full IFRS.
The most significant
difference in the presentation
of financial statements for
SMEs, as opposed to full
IFRS, is that there are fewer
disclosure requirements.
There are also a number of
differences in the accounting
treatment of items in the
statement of financial position.
Some topics in full IFRS are
omitted because they are
not relevant to typical SMEs,
and there is simplification of
many of the recognition and
measurement principles in
full IFRS.

Reduce the burdens
IFRS for SMEs also permits
some of the statements
required to be omitted or
merged with other statements
under certain circumstances.
The standard is aimed at
private companies, regardless
of size, that are not public
interest entities. It was
developed to reduce the
undue burdens placed on
firms by full IFRS.
The decision as to which
entities apply IFRS for
SMEs is left up to individual
governments and regulators.

The standard has been
adopted or adapted in many
countries – sometimes with
additional modifications such
as in the UK, for example.
The IFRS Foundation
is developing profiles of
application of full IFRS and
the IFRS for SMEs in individual
jurisdictions. At present, 77
of the 140 jurisdictions being
profiled require or permit IFRS
for SMEs. There are many
notable exceptions including
France and Germany. However,
of the 77, 52 allow SMEs to
choose IFRS for SMEs or
full IFRS and 19 allow them
to additionally choose local
GAAP. Sixty-nine out of the 77
jurisdictions do not allow any
modifications to IFRS for SMEs.
In May 2015, the
IASB completed its first
comprehensive review of
IFRS for SMEs and issued
limited amendments; these
are effective on 1 January
2017 with early application
permitted. The most
significant amendments are
permitting SMEs to revalue
property, plant and equipment
and aligning the main
recognition and measurement
requirements for deferred tax
with IAS 12, Income Taxes.
Additionally, the
amendments allow
exemptions from certain
requirements when application
would cause undue cost
or effort. These include
measurement of investments
in equity instruments at
fair value, recognising
intangible assets separately in
a business combination and
offsetting income tax assets
and liabilities.
There is guidance as
regards the application of

»
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FRSSE. There are significant
differences between this
version of the FRSSE (effective
January 2015) and the FRSSE
(effective April 2008)
because of the revised
reporting framework
introduced into the UK.
FRS 103 applies to
insurance contracts of
entities that apply FRS
102 including reinsurance
contracts that the entity
holds, and to other
financial instruments that
the entity issues with a
discretionary participation
feature. FRS 104 sets out
the financial reporting
requirements for interim
financial reports although
it does not in itself require
an entity to prepare such
a report.
In 2015, significant
changes to UK company law
were introduced, including
changes to the disclosures
required within small company
accounts. In addition, the
accounting thresholds relating
to SMEs were increased
significantly, which allowed

this amendment. The
entity must determine the
potential effect of applying
this exemption on users
of its financial statements
and compare this with the
cost or effort of complying
with the requirement. The
reasons behind the use of
the exemption must also be
disclosed. Other notable
changes include the option
to use the equity method for
investments in subsidiaries,
associates and jointly
controlled entities in separate
financial statements, and the
use of management’s best
estimate if the useful life of
goodwill or another intangible
asset cannot be established
reliably. The maximum life

must not exceed 10 years
whereas previously there was
a presumption of a 10-year life
in the above circumstances.

Radical change
In 2015, a radical change
occurred to UK GAAP and
therefore to SME accounting.
All previous financial reporting
standards (FRS), statements of
standard accounting practice
and Urgent Issues Task Force
abstracts, apart from the
Financial Reporting Standard
for Small Entities (FRSSE),
were replaced by five new
standards. FRS 100 sets out the
overall framework for financial
reporting under UK GAAP and
explains which standards apply
to which types of entity.

Additionally,
the standard sets
out when an entity
can apply the
reduced disclosure
framework and
when it should
follow a statement
of recommended
practice. FRS 101
sets out a reduced
disclosure framework that
is available in the individual
financial statements of
qualifying entities provided
certain criteria are met. FRS
102 sets out the accounting
requirements for those entities
that are neither required nor
elect to apply EU-adopted
IFRSs, FRS 101’s reduced
disclosure framework or the

SMEs interact
with many
different parties,
some of whom
benefit from
the disclosure
of financial
information
more entities to use the
accounting requirements of
the small companies regime.
In the UK, financial
reporting for small and microentities is also going through
a period of significant change.
As a result, the FRSSE is being
withdrawn and, from 2016,
small entities will utilise FRS
102 or a new standard, FRS
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105, The Financial Reporting
Standard Applicable to
the Micro-entities Regime.
Additionally a new section 1A,
Small Entities, has been added
to FRS 102 outlining the
disclosure and presentation
requirements for such entities.
Changes have been made to
the new UK GAAP standards
to ensure compliance with
company law.
For some entities currently
applying the FRSSE, the
recognition and measurement
of certain assets and liabilities
may change dependent on
whether the entity adopts
FRS 102 or FRS 105. FRS
105 can be the best option
for micro-entities that wish
to avoid the more complex
accounting treatments of
FRS 102. It is unlikely that
many micro-entities will
see a significant effect
when they move to the new
standard but, because FRS

105 is drawn from FRS 102,
albeit with some significant
recognition and measurement
simplifications, there may be
a case for these entities to
appraise themselves of the
potential impact.

Differing approaches
Questions can be raised
over the type of financial
reporting requirements that
should apply to SMEs. Some
of the major world powers
have differing approaches
to SME accounting. The
Chinese Accounting Standard
for Small Entities was issued
by the Ministry of Finance
(MoF) in 2011, having
used the IFRS for SMEs
as a reference point when
developing the standard.
However, the MoF in Russia
has said that recent public
discussions on the use of the
IFRS for SMEs have suggested
that the cost of transition

outweighs the benefits to be
gained by the entities and
users.
In the US, there is no
financial reporting framework
that SMEs are either required
or permitted to use for
preparing their financial
statements. There is no
organisation that would
make a centralised ‘adoption’
decision for the use of IFRS for
SMEs in the US.
SMEs in the US are
categorised as ‘private
companies’ and, as such,
can select the accounting
framework that fits the
purpose of its financial
statements. These
frameworks can include US
GAAP, IFRS as issued by the
IASB, or another basis of
accounting such as the US
income tax basis. However,
the American Institute of
Certified Public Accountants
(AICPA) is in the process

of considering comments
on its proposed financial
reporting framework for
privately held small and
medium-sized entities.
Thus there can be a wide
variation in the national
accounting requirements
for SMEs. Questions such
as whether SMEs should
be required to produce
financial statements, what
information they should
contain and whether they
should be publicly available
still need to be answered on a
global scale. ■
Graham Holt is director of
professional studies at the
accounting, finance and
economics department at
Manchester Metropolitan
Business School
For more information:
www.ifrs.org
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The blockbuster

Blockchain technology is changing the way business processes and supply chains are
managed, and could revolutionise corporate reporting and audit
Chances are, you’ve heard
of blockchain. It is, after all,
the technology platform on
which the notorious digital
currency bitcoin is built – a
currency that threatened
to rewrite the rulebook of
modern finance. But while
bitcoin has received all the
headlines since entering the
scene in 2008 because of
its disruptive nature, pricing

volatility and occasional use
by the criminal underworld,
what is now making
the news is blockchain,
the distributed ledger
technology that underpins
bitcoin (see box).
Speaking at the London
School of Economics in March,
Ben Broadbent, deputy
governor for monetary policy
at the Bank of England,

described the impact that
distributed ledgers might
have. ‘In principle, this
technology could be applied
to many things, not just the
exchange and registering
of financial assets,’ he said.
‘Distributed ledgers might
eventually be used for a wide
variety of government services,
including the collection of
taxes, the delivery of benefits

– potentially including new
“smart” transfers that could
target particular groups, the
keeping of business registers
and other things besides.’
For finance professionals,
this is all well and good,
but the real interest lies
in understanding how
distributed ledgers might
affect the financial reporting
and audit process – whether
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CFOs and their teams will
soon be recording their
organisation’s cash position
in a distributed ledger rather
than a centralised ledger. And
for this, the picture is much
less clear.
In January this year, the
government published a
report by chief scientific
adviser Mark Walport, called
Distributed ledger technology:
beyond blockchain. The
report explores in detail
the impact that blockchain
technology could have on
our financial system, and its
ability to ‘record, enable and
secure an enormous range
of transactions’.

Real-time reporting
When the report was
published, many observers
were quick to get involved and
ride the wave of enthusiasm
and interest that has exploded
around the subject, not least
from the Big Four.
‘Blockchain will do to
corporate reporting and
financial transactions what the
internet did to knowledge,’
proclaimed Hywel Ball, UK
head of assurance at EY, in
a statement released shortly
after the report’s publication.
‘It could fundamentally change
the role of the finance function
and has huge implications for
us as auditors,’ he declared.
He went on to argue how
the blockchain technology
that underpins bitcoin has the
potential to ‘transform the
speed of corporate reporting’.
And, because transactions can
be recorded and logged in
real-time, ‘blockchain could
allow a company to publish its
“annual” results on an almost
daily basis’.
Speaking to AB, however,
Ball is a little less bullish in
describing just how impactful
blockchain might be on the
finance function – at least
in the short term. ‘You can
imagine, if you’ve got an
immediate, single version
of the truth, your ability to

do corporate reporting very
quickly will be accelerated,’
he says.
This may well be true,
but the concept of individual
companies using their own
distributed ledgers for realtime corporate reporting
seems far-fetched, at least in
the near term. The technology
seems better suited to
supporting more isolated and
defined applications.
‘We were talking to a
blockchain company in the
US recently that’s trying to
develop a private blockchain
for the oil service industry,’
explains Ball. ‘So you actually
have payment processing,
services, goods and
transactions for an area – and
that could be, for example, the
Gulf of Mexico – so the whole
supply chain then gets paid
using the blockchain.’

Block what?
A distributed ledger is an inherently simple concept.
Essentially, it is a database of assets or transactions that
can be shared across multiple nodes in a network so
that each participant has their own identical copy of the
ledger, and every copy of the ledger across the network
is updated almost simultaneously when any of those
participants makes a change to it.
In the case of blockchain, each transaction, or database
entry, is recorded as a ‘block’ of data, and each new block
has an encrypted copy of the previous block within it,
so connecting the two together. Blocks are then linked
together using cryptographic signatures, creating a
‘chain’ of activity or transactions that are timestamped,
distributed according to their nature and tamper-proof.
In short, blockchain creates an incorruptible ledger of
blocks of information, and the information it stores can
be potentially anything, from the ownership of works of
art to copyright information and financial transactions.
Distributed ledgers can be public or private. Bitcoin was
based on a public model, so anyone could own a copy of
the ledger and update it.

you need for your corporate
reporting,’ he says.
While such scenarios are by
Not everyone, though,
no means unlikely – there are
is convinced that’s how
several similar projects already
blockchain’s impact will play
taking place today – they
out. Michael Mainelli FCCA, a
are isolated and designed
member of ACCA’s Corporate
to support a closed group of
Governance Forum, chairman
organisations and individuals
of commercial think-tank
for a given purpose. And, in
Z/Yen and blockchain expert,
these kinds of scenarios, there
believes the profession won’t
will quickly be implications
be immediately affected. ‘If
for the accounting and audit
we divide the profession into
profession, says Ball. ‘You
accounting and audit, I can’t
better start thinking – maybe
imagine the profession is
not this year, but fairly quickly
going to see much change,
– how you then interact with
really,’ he says. ‘These are
that blockchain in order to
ledgers. They’re databases.
get the information that
It doesn’t even have to be
financial data.’
Mainelli’s
argument is that
while distributed
ledgers will be
disruptive, their
use in corporate
Blockchain could
reporting will be
allow a company
more limited and
to publish its
‘only in cases
where there is
‘annual’ results
some sort of
on an almost
large, mutual
operation – so, for
daily basis
example, wholesale
insurance’.

How to interact
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However, Mainelli does
concede that distributed
ledgers could be used to
provide a more timely view
of corporate cash positions,
and he is working with two
organisations on projects in
this area. ‘They’re looking
at using these distributed
ledgers as ways of ensuring
that they’ve got a common
ledger across the group that
will give them a much better,
overall real-time position of
where they stand,’ he says.
‘That’s an interesting example,
where EY sort of has a point.’
It seems, then, that the
jury is still out on the impact
that distributed ledgers will
have on corporate reporting
and audit. As always in the
case of new, intellectually
stimulating and often complex
technological developments,
there is a fair degree of spin
and hype surrounding the
whole subject.
But watch this space.
After all, it’s not every
day that something as
fundamental as the general
ledger gets disrupted. ■
David Rae, journalist
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The matrix

The integrated reporting Competence Matrix will provide global offerings that can be
adapted to suit local requirements, says the IIRC’s Neil Stevenson
Reporting is not merely
a process requiring a
compliance mindset. It
needs broader skills –
communication, influence,
judgment, analysis and the
ability to make connections,
among others.
This is the context for
the development of a new

competence-based approach to
training for integrated reporting
(IR), in response to calls from
the market for the International
Integrated Reporting Council
(IIRC), as the global authority
on IR, to establish a globally
consistent model for training.
Known as the IR Competence
Matrix, it has been led by the
IIRC with support from ACCA,
which funded independent
educational expertise alongside
its own educational specialists.
Through this approach
we are seeking to provide a
means for additional learning
for professionals who are
involved in reporting, including
accountants, specifically
on IR. This is consistent
with long-standing models
adopted by professional
bodies to encourage (and now
often mandate) continuing
professional development
beyond the initial qualification,
recognising the need for
ongoing learning to ensure skills
and competences remain up
to date in fast-moving business
and regulatory environments.

Timeline
The IR Competence Matrix was developed during 2015 with the input of an expert advisory group
March to July 2015 – development of draft matrix with advisory group.
July to September 2015 – global feedback period.
September to end 2015 – finalisation of matrix.
Early 2016 – launch of matrix and identification of partners to deliver training with
programmes delivering to the matrix.

*
*
*
*

What is IR?
Integrated reporting (IR) is enhancing the way organisations think, plan and report the story
of their business. Organisations such as ACCA are using IR to communicate a clear, concise
and integrated story that explains how all of their resources are creating value. IR is helping
businesses to think holistically about their strategy and plans, make informed decisions,
and manage key risks to build investor and stakeholder confidence and improve future
performance. It is shaped by a diverse coalition including business leaders and investors to
drive a global evolution in corporate reporting.

Training in reporting
needs to be consistent with
the need to move towards a
new capital markets system
in which long-term focus and
sustainable development
are at the heart of successful
enterprise. To achieve this, our
mindset must move away from
silos in reporting and from
financial management to value
management in our thinking
and approach. This must be
firmly established in the mind
of the board and providers
of financial capital, as well as
throughout the organisation
and its reporting chain.
Our approach is therefore
based on a number of insights

which we believe are essential
starting points to ensure that
organisations are able to put
value creation at the heart of
their purpose and strategy.

Whole business
perspective
While the reporting process
is important and learning
outcomes should relate to
implementing IR itself, we
do not believe the focus
should rest on process alone.
The links to strategy that IR
requires and its scope across
the organisation need a broad
outlook. We believe that
training should include areas
of competence in change

management and leadership
– which are essential in the
context of ‘reporting on the
whole business’, involving
interactions within and outside
the organisation.

Knowledge, skills and
behaviours
Training should provide clear
guidance on the knowledge,
skills and behaviours necessary
to work in an IR environment.
These should build on the
existing professional and
business skills possessed by
many of those already involved
in reporting. But the key point
here is that training should be
focused on the skills and

»
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The IR Competence Matrix
The IIRC has taken an approach to developing the IR Competence Matrix that we believe
is in keeping with our role to be market-led, taking into account local practices and
requirements.
We have adopted a principles-based approach, setting out the learning outcomes
required. This is an approach followed by many institutions and professions. It is also
entirely in keeping with the principles-based approach of the IR framework itself. Users
of the IR Competence Matrix therefore should not expect a step-by- step guide to
implementing IR through a process. We believe this is best led by reference to the
individual circumstances of each organisation adopting IR and by learning from leading
practice in the market.
The matrix is divided into two levels – introductory and practitioner, suitable for both
those with oversight and management of reporting and preparers themselves. It has
four competence areas that are divided into a range of learning outcomes (see diagrams
below). The IIRC will not be offering training itself but will work through a range of partners
– universities, business schools and professional bodies, and organisations offering
professional development and training programmes.

Overview of Introductory level – competence areas and high-level outcomes
Integrated reporting
Present the business case for the introduction of integrated reporting, including
integrated thinking, to an organisation.
Integrated thinking
Explain the fundamental concepts of
value creation, the capitals and the
value creation process.

Integrated report
Describe the requirements of the
International IR Framework.

Implementing integrated reporting
Describe the factors that contribute to successful implementation of IR, including
integrated thinking, within an organisation.
Overview of Practitioner level – competence areas and high-level outcomes
Integrated reporting
Present the business case for the introduction of integrated reporting, including
integrated thinking, to an organisation.
Integrated thinking
Apply the fundamental concepts of
value creation, the capitals and the
value creation process.

Integrated report
Advise on the requirements of the IR
framework and how it will affect existing
reporting practices.

Implementing integrated reporting
Participate effectively as part of a team planning and coordinating the implementation
of IR, including integrated thinking, within an organisation.
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behaviours of the individual
as much as on the process.
This is the way to ensure IR can
be embedded as a strategic
tool in the organisation,
in turn promoting better
integrated thinking.

Linking strategy with
governance
A particular aim is to reinforce
the close relationship between
strategy, corporate governance
and reporting. In particular, we
need to draw out the role of
senior management and those
charged with governance –
and, with this in mind, the
IIRC is including specific
components in its approach to
training which are relevant to
those coming to IR for the first
time, and in particular senior
managers and those charged
with governance.

Two years after the launch
of the International Integrated
Reporting Framework, the
timing is right for a global
approach to training for IR.
A number of institutions and
consultancies are starting to
offer programmes. In addition,
forward-thinking professional
bodies such as ACCA are
already embedding IR in their
core professional syllabuses.
And as adoption of IR increases
in pace and scale, organisations
around the world are seeking
training programmes to help
them improve their ability
to implement reporting
innovations.
The IIRC intends to
promote consistency in
training, in keeping with the
aim to ensure consistent
global implementation of IR
itself. It also wishes to ensure

Adopting the IR Competence Matrix
Ben Miller
‘As stewards of public trust, accountants are well placed
to help advance corporate reporting and business
management practices. Together with paradigm shifts
in reporting and growing stakeholder requests for
information, new skills are required to present a holistic
picture of an organisation’s value. The IR Competence
Matrix will help identify the knowledge, skills and
behaviours needed to adopt IR.’
Senior manager, climate change and sustainability
services, EY

Begoña Morales Blanco-Steger
‘In designing this IR Competence Matrix, we recognised
that while the reporting process around implementing
IR is important, we do not believe that practitioners
should focus on process alone. IR requires a much
broader outlook and that is why areas of competence
around change management and leadership have
been included.’
Senior manager, sustainability solutions, Indra Sistemas,
a member of IIRC’s training advisory group

Rodrigo Miguel Trentin
‘One of the most important things about designing
this new IR Competence Matrix is to connect IR with
some principles of corporate governance, such as
accountability and transparency. This helps each part
of the organisation – shareholders, board members,
management and employees – to understand
their role in developing an IR culture that creates
long-term value to the company, its stakeholders
and society.’
Training manager, Brazilian Institute of Corporate
Governance (IBGC)

Koushik Chatterjee
‘The outcomes-based approach of the IR Competence
Matrix provides flexibility for designing local training
programmes and maintains the expected proficiency
level of practitioners at a global level. Because the
focus was on the skills needed to understand, implement
and communicate the principles of IR, aspects such as
change management, leadership and communication
were included.’
Group executive director (finance and corporate),
Tata Steel, chairman of IR Lab India

there is sufficient availability of
high-quality training to meet
market needs now and in the
coming years.

Getting the right
balance
In conclusion, reporting
cannot achieve everything.
That is to say, it is dependent
on appropriate development
of strategy, good governance
and an effective organisation.
However, reporting can
make the links: it can help
management to clarify what
is important to measure
and manage; it can help
break down silos and
improve the management of
the organisation, as well as
enhance integrated thinking. If
reporting changes behaviours,
which the IIRC believes it
does, then it can also support

alignment to both financial
stability and sustainable
development.
At the IIRC, with the IR
Competence Matrix, we
have approached IR training
in this context, developing
skills and behaviours that
enhance strategic thinking
and enable reporters to make
the connections necessary for
integrated reporting.
What’s more, by including
board and management as well
as preparers in our vision for IR
training, we aim to ensure that
reporting is firmly embedded
at all levels to position IR firmly
in its rightful place. ■
Neil Stevenson is
managing director, global
implementation, at the
International Integrated
Reporting Council
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Taking BEPS too far?

The EU’s proposed BEPS implementation package goes way beyond the requirements
tabled by the OECD. But could the legislation be a turn-off for multinationals?
The European Commission
has proposed European
Union (EU) legislation
implementing the Base
Erosion and Profit Shifting
(BEPS) principles tabled last
October by the Organisation
for Economic Cooperation
and Development (OECD).
Indeed, its comprehensive
package gold plates the BEPS
rules in certain areas, adding
new requirements that go
beyond the OECD proposals
– something that is of concern
to Chas Roy-Chowdhury, head
of taxation at ACCA.
The package involves a
new tax avoidance directive,
which would significantly affect
how multinational corporations
(MNCs) paid tax within the
union. And Brussels has also
proposed reforms to the EU
administration cooperation
directive coordinating EU
tax authorities.
The avoidance directive
has six key elements, the last
two of which are not covered
by BEPS:
1 Companies receiving
dividends, capital gains
and profits from arms
of their business based
outside the EU must
declare whether tax was
paid on these earnings at
source. If not, then member
states could tax these
earnings themselves.
2 The amount of interest that
EU companies can deduct
from their tax liabilities is
limited, deterring MNCs
from shifting debt to high
tax jurisdictions from
lower tax countries, where
interest payments reduce
tax bills more moderately.
3 ‘Hybrid mismatch’ tax
avoidance through

exploiting different tax
rates for similar categories
of earnings (such as
royalties) is prevented,
by insisting that the legal
characterisation of a type of
earning used in the source
country be applied when
such money is moved to
another jurisdiction.
4 A catch-all ‘general antiabuse rule’ will enable
countries to ignore tax
arrangements that do not
reflect where earnings are
actually made.
5 Exit taxes will be levied on
intellectual property (IP)
or patents moved from a
member state to a low-tax
jurisdiction outside the
EU, preventing companies
from avoiding paying EU
tax on earnings generated
from IP, which may have
been developed within
the EU.
6 Member states will have the
power to tax locally based
MNC parents on any profits
these companies transfer to
lower tax countries, where
the effective difference
between tax rates
exceeds 40%.
These elements would be
underpinned by reforms to the
administration cooperation
directive, telling EU tax
authorities to circulate countryby-country reports on key
MNC tax-related information.
The amendment would ensure
that this work is done in a
harmonised way – although
such declarations would not
be made public.
‘A lot of work and effort
was put into the BEPS
programme; I don’t think we
should be pushing further,’
Roy-Chowdhury says. ‘We

need to emphasise that the
EU is a good place to do
business in.’ He is concerned
that a ‘herd mentality’ could
prevail among EU member
states, which will decide the
final shape of the legislation
within the EU Council of
Ministers. ‘Governments want
to be seen as being tough
on multinationals; that’s the
landscape we’re in,’ he warns.
He predicted strong support
from the French government
and was keen to see what the
German government’s stance
would be.
The UK’s position, as home
to Europe’s largest financial
centre and soon to stage
an in-out referendum on EU
membership, will also be of
interest. As taxation proposals,
these laws must be approved
unanimously by the Council of
Ministers, with no European
Parliament veto.

An EY note recommended
that multinationals stepup monitoring of council
debates and lobby local
political representatives.
It also predicted there
could be some significant
changes to the commission’s
proposals, stating: ‘The future
implementation of all or parts
of either directive, in either
current form or amended, will
have a significant impact on
the taxation of multinational
companies and will trigger
an unprecedented change in
European taxation.’
That said, EY anticipated
delays in agreement, which
the commission wants by
July, allowing implementation
by January 2017 – blindingly
fast for EU decision-making,
especially for important and
complex proposals. ■
Keith Nuthall, journalist
For more information:

See the article on BEPS, page 38

04/2016 Accounting and Business

INT_T_EUTax.indd 57

08/03/2016 12:01

58

Technical | Update

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
European Union
New AML action plan
The European Commission
has released a detailed
reform plan designed to
choke off the supply of money
to terrorist organisations,
including amending the
recently agreed European
Union (EU) fourth antimoney laundering directive
(4AMLD). These proposals
say that the EU should early
this year adopt a blacklist
of high-risk third countries
deemed deficient in fighting
money laundering and
terrorist financing. By July,
the commission will propose
changes to the 4AMLD that
require financial institutions to
undertake set due diligence
checks on money flows from
these countries. Later this
year the commission will
also propose the creation of
centralised national bank and
payment account registers,
or central data retrieval, in
all member states, easing
regulators’ access to bank and
payment account information.
It will also propose bringing
virtual currency exchange
platforms under the scope of
the AML directive, in order to
apply customer due diligence
controls when exchanging
virtual money for real
currencies. Find out more at
bit.ly/ec-terr.

Smoke out fraud
A detailed assessment of
the European Union’s (EU)
continuing fraud problems
by the European Parliament’s
budgetary control committee
has urged the European
Commission to fight the
problem through applying

► Cooperative move

Monaco has agreed to provide
information on residents who
are EU citizens from 2018
results-based budgeting
principles to the planning,
implementation and checking
of EU multi-annual budgets. It
also wants fraud highlighted
through administrative
simplification. MEPs noted
with concern that the amount
of duties allocated for EU
spending affected by fraud
was 191% higher in 2014 than
in 2013. More information at
bit.ly/ec-fraud.

More join VAT pilot
Ireland and Italy have joined
a European Union (EU) pilot
project allowing taxable
persons to obtain advance
rulings on the VAT treatment
of complex crossborder
transactions. The project
started in June 2013 and will
continue until September
2018; 18 EU countries are now
involved. Find out more at
bit.ly/vat-pilot.

Transaction tax review
A review paper on the
effectiveness of financial
transaction taxes has been
released by the European
Commission. The paper
assesses recently introduced
taxes and recognises how
the European Union (EU) has
continued to struggle with
agreeing a common set of EUwide rules for such taxation.
See bit.ly/ftt-eu.

India
IndAS on the way
The Indian government
has released a timetable

New transparency deals for micro-states
Tax transparency agreements have been struck between
the European Union (EU) and the European micro-states
of Andorra and Monaco, impeding EU citizens from
hiding income in these principalities’ financial institutions.
Both Monaco and Andorra remain outside the EU. The
agreement means that EU member states will from 2018
receive the names, addresses, tax identification numbers
and dates of birth of their residents with bank accounts
in Andorra and Monaco, along with other financial and
account balance data. Both jurisdictions are regarded as
tax havens. More at bit.ly/eu-rules.

for the introduction of
Indian Accounting Standards
following International
Financial Reporting
Standards. The deadlines
cover accounts produced by
commercial banks (excluding
regional rural banks),

insurance and non-bank
financial companies, and
kick in for financial statements
covering accounting periods
from 1 April 2018. Find out
more at bit.ly/indAS. ■
Keith Nuthall, journalist

AB’s leasing videos
Watch AB’s videos on the new leasing standard, IFRS
16, at bit.ly/ACCA-lease
IASB board member Sue Lloyd on how the IASB arrived
at the final standard
CFA UK fellow Jane Fuller on why the standard is good
for preparers and users of accounts
ACCA corporate reporting subject matter expert
Richard Martin on the implications of the standard and
what companies can do to prepare for implementation.

*
*
*
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A shot in the arm

Kajal Palan FCCA, finance director of Piramal Canada, describes how he took control of
improving internal controls to boost accountability and drive cost savings
The Piramal group is an
Indian multinational with
a diversified business
portfolio across healthcare,
financial services and
real estate. Since 1988
Piramal’s heathcare
business has worked hard
to establish itself as one
of the world’s largest
contract pharmaceutical
manufacturing companies.
Over the course of 25 years,
it has created an extensive
network of development
and manufacturing facilities
in North America, Europe
and Asia. Those factories
deliver a multitude of services
covering the entire drug life
cycle, from drug discovery and
development to commercial
manufacturing of off-patent
active pharmaceutical
ingredients, and finished
dosage forms.

Growth but gaps
Piramal’s primary business
in Canada develops clinicalphase active pharmaceutical
ingredients for the North
American market. But while
the Canadian division has
enjoyed year-on-year growth
and established itself as an

»

‘Many ERP
implementations
fail because the
blueprint does
not account for
business-specific
nuances’
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innovator in production and
development, all was not as it
should have been.
An internal audit
discovered some unexpected
gaps in the division’s internal
control environment that
were creating efficiency
losses and business risks. The
situation wasn’t at all up to
the standard of Piramal group,
and it was time to shake

things up at the Canadian
plant. This could be done
only by someone leading the
Canadian finance operation
whose understanding of
pharmaceutical manufacturing
operations could turn things
around.
In November 2014, the
company brought Kajal Palan
on board as divisional finance
chief to plug the holes. He
had the job of
implementing a
new system of
internal controls
‘Correcting a
that would lead to
flawed process
continuous process
improvement
control design
and greater
is much more
accountability,
difficult and timewhich ultimately
would generate
consuming than
new cost savings
getting it right in
to be passed on to
Piramal’s clients.
the first place’
In addition
to his ACCA

membership, Palan is a
Canadian CPA and MBA. His
passion for the pharmaceutical
industry started in 2001 when
he joined the corporate office
of a contract manufacturer as
a financial analyst. ‘If you want
to experience innovation that
makes an impact on people’s
wellbeing, then pharmaceutical,
biotechnology and life science
industries offer an exciting
career,’ he explains.
Since then, he has taken
leadership roles in corporate
business development, project
management and finance.
His extensive experience
in the pharmaceutical
manufacturing sector,
combined with his acumen for
leading organisational change
management, would be critical
in his new role at Piramal.

Overhaul
This wide range of experience
was critical for Piramal’s

Canadian subsidiary after it
learned that its internal control
environment was in need of an
overhaul. Palan says that when
he joined the company, the
division had been struggling
with inventory management,
among other issues around line
efficiencies and accountability.
‘Management was aware
of the challenges, but it really
needed greater leadership in
finance to execute,’ he says,
‘so my immediate mandate was
to focus on internal controls.
‘Our Pharma Solutions
business helps our clients
to advance new drugs to
improve the quality of life.
Our footprint in Canada
is relatively small, but we
are strategically located
to serve US biotech and
pharmaceutical companies.
Innovation and process
efficiency is very important in
our business – that’s essentially
what we sell. Our clients
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‘Look for continuous improvement.
Improving your internal control
environment is not a one-off
project, but an ongoing system of
enhancing checks and balances in
how your company operates.’

Tips

‘Create a good team. Have the right people on the
bus, but, more importantly, if you know someone
doesn’t belong there, do them the favour – get them
off. And always provide the opportunity for more
training around process controls.’
‘Assign names to processes. It gives a sense of
ownership and accountability.’
‘Know when you need to roll up your sleeves. As
senior finance executives we are often strategic, but
sometimes it’s necessary to get into the intricate
details to solve a problem, particularly as it relates to
the internal control environment.’
‘Facilitate the process. Often people are waiting for
someone to make a decision. In that case, make it
and move on.’
‘Most importantly, a CFO is in the best position to
understand risks, governance and control, and must
take the lead in this area. Know when leadership is
required and take charge.’

expect us to maintain the
highest standards in meeting
regulatory requirements,
process efficiency and quality.’
From an internal control
perspective, Palan noted that
an implementation of SAP
software that had taken place
in 2010 had failed to deliver
the results intended. ‘We had
numerous workarounds in Excel
spreadsheets outside of the
enterprise resource planning
[ERP] system,’ he says.
It was an environment that
created too many potential
risks. ‘In an industry that is
highly regulated and very
capital-intensive such as
ours, the risks are high,’ he
says. ‘It only takes one thing
to go wrong before it has a
ripple effect.’
Palan gives an example
of what the weaknesses in
Piramal’s inventory control
system could lead to: ‘Let’s
say we order raw materials for

a customer, and the project
gets delayed. Since there’s
no urgency now, let’s assume
these materials don’t get
inspected on time for their
quality and efficacy, but the
vendor gets paid on time.
If we’re not holding hands
internally, we would incur the
costs of importing and storing
this material.’ And those costs
can be significant, he says.
‘The implication was that
we were not making provisions
against those potential losses,
and at the same time we
were carrying a risk on our
balance sheet,’ he explains.
‘What was also happening was
that we were accumulating
more and more inventory that
was sitting in our warehouse
for more than six months
and sometimes over a year.
Nobody was really looking at
it – whether we needed it or
what we could do with it. It
was essentially tied-up cash.’

After discovering this
and reviewing gaps in the
processes, Palan says they
now go through inventory line
by line to determine if it’s still
needed, who’s paid for it, if it’s
useful, and when to write it off.
‘And for project-specific
raw materials, we make a
decision whether we’re going
to use the material or whether
it needs to be 100% written
off straightaway. When you do
that, you can take it into your
P&L on an ongoing basis as
opposed to accumulating it
on your balance sheet for an
eventual surprise.’

Checks and balances
Together with the site
president, Palan implemented
a plan of ongoing
improvements in the internal
control system that would add
checks and balances to many
of the processes, including a
more rigorous management
of inventory. While the internal
auditors had already listed
their concerns, Palan says
that he needed to drill down
deeper into the root causes of
the control failures.
‘I had an independent
assessment done in some
functional areas,’ he says. ‘One
useful exercise was to shadow
a few staff. This narrowed
down our focus, enabling us to
identify where we needed to
make changes to personnel.
Once we knew where the
people changes needed to
happen, this became the
starting point for making
process changes.’
This would in turn
require greater leadership
and involvement from the
finance chief. In this instance,
Palan says: ‘I had to roll up
my sleeves and get into
the details. For each area
of weakness I identified an
action plan. Each action had
a name assigned of who was
going to be responsible for
the process improvement and
reporting. This gave a sense of
ownership. It also held people
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accountable. Each of these
individuals had to provide a
monthly update, which I then
reviewed with departmental
managers during our
leadership meetings.
‘The ability to work in
teams is crucial to solving
problems. My role is to
facilitate change, and to clear
the path to get things done.’
During this process,
the team reviewed gaps
in standard operating
procedures, identified areas
where further training was
required, and implemented
additional checks where this
was not being done before.
‘We also learned that the
Canadian division wasn’t
following many corporate
policies,’ he says. ‘For
example, corporate had a
clear policy of when slowmoving inventory should
have been provided for in the
financial statements.’

The result
While it’s still early days,
Palan says the division has
undergone a sweeping
change of approach so that
it now embraces process
improvement. ‘In terms of
success, we’ll only know when
the next internal audit comes
about, but to date we’ve
improved training, we’ve
bridged gaps, our reporting
has changed, we have brought
more transparency into the
division and have taken more
transparency to corporate as
well. So based on what I have
seen so far, I am very positive
about our progress.
‘Ultimately, what I have
created is the awareness of
internal controls from a finance
perspective. I think success
will only be achieved once we
create a culture that abides
by the new processes and
continues to improve them.’ ■
Ramona Dzinkowski is
a Canadian economist
and editor-in-chief of the
Sustainable Accounting Review
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Change needed at the top
Gender diversity in the Gulf requires a fundamental change in management style,
heard a recent ACCA Women in Finance Forum in Dubai
Changing management
styles is key to the success of
corporate gender diversity
initiatives in the Gulf region
and elsewhere, participants
at a recent networking
breakfast hosted by ACCA
have concurred.
Entitled ‘Lead the Change:
increasing gender diversity to
boost performance’, the event
was held on 7 February at the
Shangri-La hotel in Dubai and
was attended by more than
60 CFOs and senior finance
professionals. Representatives
from the Women in Leadership
Economic Forum and the GCC
(Gulf Cooperation Council)
chapter of the 30% Club were
also present.
Cynthia Corby, member of
ACCA’s Members’ Advisory
Committee in the UAE and
partner for Deloitte, said
during the proceedings: ‘We
know from a poll that we
took at our last forum that

tone at the top is a key driver
for change. Sadly, statistics
show that at the current
rate of change it will take
another 100 years before we
achieve gender equality in
top management.’
Chaired by Paul Godfrey,
group director of editorial at
the CPI Media Group, and one
of the region’s best-known
editors and commentators
on current affairs and finance,
the discussion started by
addressing the business value
implications of diversity.
According to Mutasem
Dajani, regional managing
partner at Deloitte UAE,
corporate gender diversity
reflects an organisation’s
ability to connect with the
real world. ‘Whatever market
you’re in, whatever service
you’re providing, you want to
reflect the society that you’re
in and this is not only a gender
issue, it’s an inclusion issue.

▼ Talking point

Shagufa Jamaldeen
FCCA, head of finance,
Dubai Center for Special
Needs

‘If you want to be part of
the fabric of the society where
you operate, you have to
work with it. You can’t work in
isolation,’ said Dajani.
An interesting case study
was shared by Rana Askoul,
founder of the UAE-based
Changing Pink, an initiative
that promotes gender
diversity: ‘Hermes, the French
manufacturer and retailer of
luxury goods, was one of the
few companies during the last
recession that recorded a share
price gain,’ she said. ‘There was
a specific reason for that: 55%
of their management team at
the time were women. But it’s
not about women being better;
they just bring a different set of
skills to the table.’

Changing mindsets
What is it then that causes
corporate gender diversity
initiatives to fail? ‘One of the
most challenging aspects
of encouraging gender
diversity is supporting middle
management who are actually
driving these changes,’ said
Rachel Ellyard, HR director,
Middle East and North Africa,
at EY. ‘What is the incentive for
a male middle manager in a
male-dominated workforce to
consciously consider gender
diversity when in reality it
means he may need to change
his management style, work
more flexibly, accommodate
different views and ultimately
change the way he’s used to
working?’ she said.
The answer, according
to Ellyard, is to educate and
increase awareness of the
results gender-diverse teams
bring. It’s essential to provide
the support mechanism,
training and experiences to

raise confidence and build the
skills necessary to embrace
this change.
Ellyard also discussed the
need to build management
styles that are able to deal with
flexibility in the organisation.
Companies need to manage
employees based on trust and
not on the number of hours
spent at a desk, which is the
stereotypical approach often
seen today.
While turning around
management styles is a battle
in itself, some organisations
are succeeding. A good
example is the France-based
VINCI, a global player in
concessions and construction
employing more than 185,000
people in some 100 countries.
‘We invest a lot of time and
take many actions to bring
disruption to the management
style and reassurance to the
minorities that we want them
to have the same opportunities
as others in the organisation,’
said Tanguy de Belair, diversity
manager at VINCI.
An effective way to drive
change is by educating
management about the
long-term benefits of gender
diversity, said Hoda Abou
Jamra, founding partner at
Dubai-based TVM Capital
Healthcare Partners. She
explained: ‘The most important
driver of change is having a
leadership that’s convinced
that diversity simply constitutes
a good business case. Once
this conviction is deep-seated
in everybody’s mindset, it
will be a natural basis for any
business decision.’
Gender diversity initiatives
can also reflect positively
on employee retention,
as witnessed first-hand
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▲ On the same page

(From left) Tanguy de Belair, Rana Askoul, Shabbir
Barket Ali, Mutasem Dajani and Samer Hijazi

by Deloitte UAE. ‘We
had a recent debate on
maternity issues and the best
mechanisms we’ve put in place
for improved retention, such
as flexi-time and part-time
working,’ said Dajani.
‘What we found after six
years was that retention rates
were really high but very
few women utilised these
mechanisms,’ he said, adding
that it was the sense of support
that made the difference to
their female employees.
This might explain why
Emirati women hold as
much as 66% of jobs in the
UAE’s public sector, which
is well known for offering
flexible arrangements for
working mothers.
Meanwhile, the panellists
agreed that having a prodiversity mindset starts
early. As Shabbir Barket
Ali, a CFO who works for a
major international bank,
remarked: ‘It all starts from
the upbringing. If you’re
raising daughters and sons,
don’t treat them differently,
and if you can play a part in

progressing the career of an
individual, don’t differentiate
between men and women.’
Having embraced
thousands of people from
various backgrounds and
ethnicities, the UAE itself
is a role model for diversity
and inclusion. In fact, the
Gulf nation leads the region
in diversification of GDP
and economy. As Godfrey
highlighted: ‘In the UAE,
about 63% of GDP is created
by SMEs. If we look elsewhere
in the region, for example in
Qatar, that figure is only 3%
and in Bahrain it’s 19%.’
New expatriates in the
UAE are quick to observe this
diversity. Samer Hijazi, partner
and head of Islamic finance
at Grant Thornton UAE, who
moved to Abu Dhabi in 2015,
spent the last 15 years prior
to that working in financial
services in London. ‘What was
interesting coming from the UK
was that in some ways the UAE
was so much more diverse than
other places, including London,
Singapore and Hong Kong.
Despite this, women remain

under-represented in the
boardroom and the challenge
is how to address this. While
I didn’t support minimum
female quotas in more mature
economies like the UK, I would
not be averse to them in an
economy like the UAE’s which
is only 44 years old.’

Striking a balance
But many companies have
yet to strike a balance. In
the UAE’s private sector, for
example, women account for
a mere 4.3% of all employees.
And while 60% of jobs in
the global financial services
sector are held by women,
only 19% are leadership and
directorship positions.
It is here where internal
mechanisms need to be
enforced to drive change.
‘The behaviour I’ve
commonly seen is that if
people are not forced to
change, people will often
choose not to change,’ noted
Ellyard. ‘So you have to
find a way to overcome this
and sometimes that means
introducing measures.’

There was unanimous
agreement that it was time
to make tangible changes in
workplace gender diversity.
‘Gender equality and
women’s representation at the
workplace have been widely
debated in recent times – but
there is now an urgent need
for the private and public
sector to take this to the next
level and demonstrate that
it is very much a part of their
long-term agenda,’ suggested
Tasneem Lakdawalla, partner
for advisory services at KPMG
Lower Gulf.
Tanguy De Belair
concluded by saying that
the UAE was at a tipping
point: ‘It’s probably the
hardest part of the journey,
but it’s not the time to let
go. You will come across
those who are not playing
the entire game and this is
when companies have to
show that there are many
further steps and ensure
there’s no attrition.’ ■
Heba Hashem, journalist
based in Dubai
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Progress report

We’ve been listening to members’ feedback and working hard to improve our offering.
Helen Brand, ACCA chief executive, highlights recent developments
In the September 2015
edition of Accounting and
Business I wrote about
how we use feedback from
members’ surveys to adapt
and improve the services we
provide to our members.
Now that we’re a few months
into 2016, it feels like a good
time for a progress report.
Members consistently tell
us they are proud of the ACCA
Qualification, and rightly
so. ACCA has an excellent
global reputation, and that’s
thanks to the contribution
that our members make to
organisations and economies,
and the important positions
they hold. It’s our priority
to make sure that ACCA
members and their skills
remain in high demand; we
want to help you all stand out.
Our new ACCA Careers
website is an essential part of
this plan. I’m delighted that
this has been up and running

for six months now – some of
you may already have visited
it. The site is a busy hub for
job vacancies around the
world, but you’ll also find
a wide range of valuable
careers advice to help you
improve your employability
– visit careers.accaglobal.
com/careers-advice.html.
To complement this, the
Accounting and Business
team has also produced a
one-off careers magazine,
Ambition, which is packed
full of essential advice and
articles and is available at
members.accaglobal.com/
actingonyourfeedback.

Accessing qualifications
We believe it’s vital to keep
track of what employers are
looking for from finance
professionals so that we can
continue to adapt our training
to meet their expectations.
ACCA-sponsored research

Find inspiration from ACCA Careers
Looking for a new role can be a daunting exercise.
Technology and social media have changed the way
that recruiters and jobseekers behave, bringing both
opportunities and challenges. At ACCA Careers, our
aim is to bring you job opportunities, while providing a
wealth of information to help you in your job search, plus
advice to help you secure an amazing new role. Publishing
your CV and career aspirations is a good way of sparking
interest from potential employers. You can do this and find
inspiration from the many real examples of career paths
others have chosen at accacareers.com.

found that for senior finance
positions, employers like to
see a professional and an
academic qualification, and
we’ve worked with universities
to make sure that our members
have access to further study.
We’ve run a global MBA
programme with Oxford
Brookes University for several
years (ranked fifth in the
2016 QS Distance Online
MBA rankings). We’ve
also developed a groundbreaking partnership with the
University of London (UoL),
which gives our members the
opportunity to gain a Master’s
in Professional Accountancy
through a flexible online
programme at significantly
reduced cost.
Our partnership with UoL
allows students to study for the
Master’s degree concurrently
with their ACCA studies and
is the first truly integrated

◄ Making connections

Alan Hatfield, ACCA executive
director of strategy and
development (left), and Ronald
Qiu, managing director of
Bivision Solutions and member
of ACCA China’s Professional
Expert Forum

Master’s programme with
an accountancy body at a
professional level. It’s not
limited to students; ACCA
members and affiliates need
only complete one module
and one project to earn it.
Registration starts on 11 April.
Another success was our
agreement with the Institute of
Internal Auditors (IIA) to offer
a tailored exam that allowed
ACCA members to qualify as
Certified Internal Auditors. The
ACCA-IIA Challenge Exam
was offered in November, and
almost 1,500 of our members
took it. We are continuing to
work with the IIA to provide
members with routes to CIA.

Flexible CPD
CPD remains a central focus
for us, and we are especially
keen for our CPD policy to
be as flexible as possible
given the wide geographical
spread of our members. You
don’t have to attend face-toface courses in order to gain
verifiable CPD – any learning
activity is verifiable if it can be
proven that the learning took
place and has been applied
in practice. Indeed, ACCA
has recognised that many
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► Eager to learn

Aspiring young professionals
from Hong Kong took the
opportunity to get Helen
Brand’s perspective on
changing expectations of the
finance team at the Young
Members League gathering
members will be learning and
developing skills by taking
on new roles and tasks in the
workplace. This will involve
having briefings, doing
research and perhaps workshadowing to take these tasks
on. We offer a huge range
of CPD activities, including
webinars and e-learning
modules, networks and
forums, and the opportunity to
participate in research as well
as technical events.

Future-proofing
The role of an accountant is
not static, so we need to be
sure that our members are
equipped with the skills and
knowledge that maximise their
employability. We regularly
carry out research into the
future skills of accountants and
constantly refresh our CPD
training to reflect the results.
A key theme from recent
research is that soft skills are
increasingly in demand among
finance professionals, and
we are producing a series
of free webinars that focus
on the building of these
skills. See accaglobal.com/
cpdwebinars. We’re also
planning new certificates in

business valuations and Islamic
finance. You can keep up with
all the latest CPD news in our
monthly ezine, CPD Direct.

Find an accountant

As well as improving the skills
of our members, we would
also like to make it easier for
potential clients to find ACCA
members and firms who can
help support and grow their
business. So we’ve recently
launched an improved version
of the ‘Find an Accountant’
service on our homepage.
This allows users to search by
location and by the services
offered by members, and to
click directly through to each
firm’s website. Visit members.
accaglobal.com/
findaccountant.
In my last article
(AB, September
We regularly carry
2015) I talked
out research into
about the testing
of a new members’
the future skills
website, developed
of accountants
with extensive
and constantly
input from our
members. This has
refresh our
been rated very
CPD training to
positively by users,
and we would like
reflect the results
to thank everyone
who has helped

We act on your feedback
Over the last 12 months we have sought your feedback
on what matters to you and how we as your professional
membership body can better support you. Everything you
have said has been collated, analysed and used to guide
us on what we can do to improve our services.
We’re pleased to share with you the highlights of
the feedback you have sent us, and what we are doing
in response, through the member beta website:
members.accaglobal.com/actingonyourfeedback.

us build the best possible
version we can. The beta site
is now open to all members.
We are tweaking it in response
to feedback, and soon it will
transition to become the ‘real’
member area. See members.
accaglobal.com.

Representing you
As you can see, there’s a lot
going on – but we are still
continuing with the very
important job of representing
your opinions and the
view of the profession with
governments, regulators
and tax authorities. ACCA
has become a powerful
global body, and we have a
responsibility to help shape
the future of our profession,
make sure the views of our

members are heard and
raise the profile of our wellrespected ACCA Qualification.
You can keep up with
everything we are doing
through our website and
your member magazine,
Accounting and Business,
and through your weekly AB
Direct email bulletin. The
magazine is also evolving and
you can now access its content
in a variety of ways. The new
AB apps include a growing
selection of video content. See
accaglobal.com/ab.
We will keep working
for you, but we cannot do
it without your feedback.
Please look out for our next
satisfaction survey – and thank
you to everyone who has
contributed so far. ■
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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 careers 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

Grand opening

The Lord-Lieutenant of Greater London praised the role ACCA
has played in social inclusion as he opened its new headquarters
Her Majesty’s LordLieutenant of Greater
London, Kenneth Olisa,
officially opened ACCA’s
new global head office at
the Adelphi in London on
9 February.
Speaking about his role as
the Queen’s representative for
Greater London, the LordLieutenant briefed ACCA
Council, current and past
ACCA presidents, official
guests and ACCA staff about
how his work as the founder
of two technology merchant
banks and as director of
Reuters had given him a keen
understanding of accountancy
and reporting.
As an experienced and
successful businessman and
philanthropist, Olisa said
that being able to ‘manage
what can be measured’
is crucial, and that the
ability to perform this work
professionally and fittingly
is a real value-add of the
accountancy profession.
Olisa also praised ACCA for
its commitment to an issue
close to his own heart – that
of social inclusion. He made
special mention of ACCA’s
commitment to ethics and
professionalism, explaining
how an ethical approach

▲ Open for business

Kenneth Olisa, the Lord-Lieutenant of Greater London, did the
honours at the official opening of ACCA’s new global head office,
alongside Helen Brand (far left) and Alexandra Chin
is much needed in the
global and interconnected
business world.
Echoing the LordLieutenant’s views on social
mobility, Helen Brand, chief
executive of ACCA, said
at the event: ‘All at ACCA
believe there should be no
artificial barriers to anyone of
ability pursuing this illustrious
profession. And, since the
earliest days of ACCA, we
have taken this philosophy
across the world. It is
important to [members] and,
I believe, to the delivery of

ACCA’s future ambition, that
ACCA is headquartered in
surroundings that tell the story
of our heritage, our modern
relevance and future vision.’
ACCA’s president,
Alexandra Chin, concluded
the event by saying: ‘This
celebration marks a new
chapter for ACCA. I am sure
that the Adelphi years will
build on ACCA’s Lincoln’s Inn
Fields era and on our success.
As a leading professional
body for a global profession, I
am confident of ACCA’s future
direction and vision.’ ■

Robot revolution
The 12th edition of Accountancy Futures has been published. It
covers the hot topic of robots – how far has the world come in
developing robots, how are they being used already, and what
is artificial intelligence? And how far are recent developments
affecting the work of professional accountants? We cover a wide
range of issues, including corporate reporting reform, business
ethics, corporate governance in Pakistan, audit, tax, public
sector, wellbeing and much more. Read also our interview with
Philippe Arraou, president of French accountancy body CSOEC.
Visit bit.ly/ACCA-AF12.
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