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Welcome

Welcome
Time for some forward thinking
Welcome to the first edition
of 2016. A new year always
gives us the opportunity to
think about the 12 months
ahead. Over the past few
years we have talked to global CFOs to gauge what issues
are likely to keep them awake at night. This year, in an
environment of slow and steady economic growth, it’s cost
and risk management, including the ever-present geopolitical
risks. CFOs are re-examining their international expansion
plans and the associated risks of operating in foreign
countries, while others will be focusing on cash and liquidity.
Read our full article covering this on page 16.
In a separate article (page 32), we take an in-depth look at
China’s economic slowdown and ask how far the deceleration
might derail the global economy. Many businesses look to
the country as their main source of earning growth. German
carmaker Volkswagen, for example, has been generating about
60% of its corporate profits in China.
In our main interview, we hear from New York-based Sandy
Chu, head of Grant Thornton’s China Business Group. A frequent
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traveller between the US and China, she leads a team of 18
specialists advising US corporations on how to set up in China,
as well as working with Chinese companies on their overseas
expansion. You can read her story on page 12.
Still looking forward, we report from the recent CFO
European Summit in Warsaw, where the themes were around how
companies are responding to new technologies, a new generation
of employees and the lingering effects of the 2008 financial crisis
on changing business models, HR practices and a changing
perception of how companies envisage their role in society.
If you missed the live broadcast of our virtual global
conference, Accounting for the Future, you can still see all the
sessions on demand. Speakers included Nick Fry, former CEO of
Mercedes AMG Petronas Formula One Team, and Steve Brown
FCCA, director of England Rugby 2015. See page 8 for more.
Finally, if you haven’t yet explored AB’s digital offering, why
not make this your New Year’s resolution? There’s video and audio
content, as well as the written word at www.accaglobal.com/ab.
Happy New Year.
Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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News | Pictures

► Over the Moon

As Russia announced
plans to land astronauts
on the Moon in 2029, an
all-female crew took part
in a simulated flight to
the Moon, lasting
eight days

►Papal blessing

Pope Francis greets
followers on his recent
visit to Africa (see page
21). Meanwhile, the
Vatican has appointed
PwC to carry out its first
external audit

▲ Women first

Nepal has elected its
first female president,
women's rights
campaigner Bidhya
Devi Bhandari. She
replaces predecessor
Ram Baran Yadav
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◄ Taxing time

Argentinian footballer
Javier Mascherano has
been sentenced to
12 months in prison for
tax avoidance, although
he will not serve any
time in prison

▼Hello Wembley

India's prime minister,
Narendra Modi, receives
a rapturous welcome
from the crowd at
Wembley Stadium
during his recent trade
visit to the UK

◄ Red, white and blue

As world leaders prepared
for the Paris climate change
conference, signs of solidarity
appeared in Sydney and
elsewhere in the wake of the
terror attacks

▼ Join the club

The Chinese yuan
is set to join the US
dollar, Japanese yen,
sterling and the euro
in the International
Monetary Fund's
currency basket
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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
Action on climate
Twelve heads of global
accounting bodies – including
ACCA chief executive Helen
Brand – have written a joint
letter to world leaders urging
them to accelerate action
against climate change. The
letter was sent in advance
of the COP21 international
climate conference in Paris,
taking place as this edition
of Accounting and Business
went to press. The letter urged
governments to achieve a lowcarbon, sustainable future and
put in place a framework that
reduces uncertainty, enabling
investors, businesses and

individuals to make informed
decisions that support a lowcarbon economy. The letter
was sent under the auspices of
Accounting for Sustainability’s
Accounting Bodies Network.

Pfizer’s tax inversion
US drug maker Pfizer is to
buy Irish-registered Botox
manufacturer Allergan in a
US$160bn takeover. The deal
will lead to Pfizer becoming
registered in Ireland, in the
largest tax inversion to date.
The arrangements have been
criticised by US president
Barack Obama and several
presidential candidates.

Democratic frontrunner Hillary
Clinton announced that if
she is elected she will clamp
down on tax inversions by
US corporations.

standards could ease the way
to convergence of IFRS and
GAAP. He added that full
convergence between the two
remains an SEC objective.

US IFRS supplement

More IFRS for China

International Financial
Reporting Standards
(IFRS) could be used by
US-listed companies as a
supplement to US GAAP
without reconciliation, it has
been suggested by a senior
executive at the US regulator
the Securities and Exchange
Commission. The SEC’s
Michael Piwowar suggested
that the use of both sets of

China is interested in the
further adoption of IFRS,
particularly for Chinese
companies operating in global
markets. A joint working group
has been established by the
Chinese Ministry of Finance
and the IFRS Foundation to
consider ways in which IFRS
might be more widely adopted
in China. The two bodies
issued a joint statement,
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putting forward a vision of
Chinese accounting standards
becoming fully converged
with IFRS.

Gender gap persists
The global gender pay gap
is narrowing, but only slowly,
according to the latest World
Economic Forum (WEF) global
gender gap report. Women’s
average pay is now at the
level of men’s a decade ago.
The attainment gap between
women and men in terms of
health, education, economic
opportunity and politics has
shrunk by 4% over the past
10 years, with the economic
gap closing by 3%. At these
rates of progress it will take
118 years to close the gap, the
WEF said.

Heart rules head
Executives make decisions
based on emotions not
data, a study by ACCA and
KPMG reveals. Almost 40%
of finance professionals
believe business decisions are
still primarily based on gut
feel, according to the report
Performance reporting: an
eye on the facts. Over half
of respondents said that the
finance function is regarded
principally as the gatekeeper
of data. More positively, over
71% of respondents believe
their organisation consistently
applies a common set of key
performance indicators across
the business. Some 1,100
accountants from more than
50 countries were surveyed.
You can read the report at
bit.ly/Perf-Rep.

Toshiba sues ex-bosses
Toshiba is suing five former
executives for compensation
over allegations of
negligence in relation to the
corporation’s admitted past
profit overstatements and
accounting irregularities.
Those being sued include
three former presidents and
chief executives – Atsutoshi
Nishida, Norio Sasaki and

Hisao Tanaka. Toshiba
separately announced
impairments to the goodwill
booked for its Westinghouse
subsidiary, acquired in 2006,
and admitted these should
have been declared earlier.

EY in with LinkedIn
EY has formed a strategic
alliance with LinkedIn. The two
businesses say the partnership
will help more companies
use technology, social
networks and innovative sales
techniques to improve their
marketing. EY said: ‘Together,
the two organisations will help
companies develop deeper
and more trusted customer
relationships through the use
of social and data analytics.
This strategic relationship
will lead to collaboration on
the co-creation of solutions
and services.’

States with the swiftest startups
Entrepreneurs wanting to set up a business as fast as
possible should go to New Zealand or Macedonia,
according to figures from Approved Index. It studied
2015 World Bank data to find out how long it takes to
legally launch a new company in each country. The global
average is 20 days, although most developed nations can
beat this hands-down. At five days, the UK didn’t quite
make it into the top 10. However, some less developed
nations took much longer: 31 days for China, 83 days for
Brazil and a whopping 144 days for Venezuela.
1 day

2 days

3 days

New Zealand
Macedonia
Canada
Hong Kong
Georgia
Australia
Portugal
Singapore
Armenia
Azerbaijan

Tax deals illegal
Starbucks and Fiat Chrysler
benefited from illegal state
aid in their tax arrangements
with the Netherlands and
Luxembourg, the European
Commission has concluded.
Tax rulings issued by the
Netherlands for Starbucks
and by Luxembourg for Fiat
Chrysler were selective and
artificially cut the taxes paid.
These endorsed transfer
pricing practices that reduced
the declared profits in those
countries, enabling the
companies to declare profits
in lower tax jurisdictions. The
Netherlands and Luxembourg
have been instructed to
recover the lost tax revenues,
estimated by the commission
at €20m to €30m each. Fiat
denies receiving state aid.
Starbucks intends to appeal.

Tesco settles class action
Tesco has agreed to settle a
US class action related to the
overstatement of profits in
2014. The claim on behalf of
some shareholders alleged
breaches of US securities laws,
naming the company and

some of its former directors.
Tesco is to pay US$12m to the
claimants, without admitting
liability. A second claim
remained outstanding at time
of publication.

More woe for VW
Volkswagen’s problems have
escalated with the launch of
an investigation by German
prosecutors into alleged tax
evasion. The inquiry focuses
on whether the ‘defeat device’
software installed in VW cars
resulted in lower tax payments
by customers because the cars
were taxed at lower rates on
account of supposed lower
carbon dioxide emissions. VW
did not respond to a request
for comment.

CFOs closer to CEOs
CFOs are working more
closely with CEOs on strategy
but continue to regard
their primary role as cost
management, according to
an EY survey. Almost half of
CFOs said they expect to
make a large contribution to
their business’s digital strategy.

But while CEOs want to work
with CFOs in developing
strategy, 30% of CEOs believe
their CFOs are not up to the
job, according to a second
survey, conducted by KPMG.
Half of CEOs believe that
global experience is the most
important attribute for a CFO,
followed by industry and
regulatory experience.

Fay takes chair at UHY
The UHY network has
appointed Bernard Fay as
its global chairman. Fay is
a founding partner at the
network’s Spanish member
firm, UHY Fay, and becomes
the first person to lead the
network from outside its
originating US and UK firms.
He replaces Ladislav Hornan,
managing partner at UHY
Hacker Young in London,
who remains a member of the
global board of directors.

Accountant minister
Former Price Waterhouse
accountant and investment
banker Kemi Adeosun has
been appointed Nigeria’s

»
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Myanmar wins
infrastructure
funding
Myanmar is set to gain
US$162m in infrastructure
finance after the country
held its first democratic
election in 50 years
and Aung San Suu Kyi’s
opposition party obtained an overwhelming majority of
votes cast. The package of funding was approved by the
Asian Development Bank and consisted of a US$100m
loan for road improvements, a US$60m loan for water
supply management and a US$2m grant towards road
safety and management.
The funding will enable the completion of the Greater
Mekong Subregion East-West Road Corridor, which links
Yangon (the largest city in Myanmar) with Vietnam, Laos
and Thailand.

finance minister. She was
born in London, gained an
economics degree at the
University of East London and
a postgraduate diploma in
public financial management
at the University of London.
She was commissioner of
finance for Nigeria’s Ogun
State before being appointed
finance minister. President
Muhammadu Buhari has
committed his government
to challenging corruption in
Nigerian public services.

Audit gains for BDO
BDO gained a net 27 audit
clients among US-listed
companies in the first three
quarters of last year, according
to Audit Analytics. The firm
was the biggest winner of SEC
engagements for four quarters
in a row. Audit Analytics said
the increase has not only been
through new audit wins, but
also through BDO’s acquisition
programme of smaller firms. In
the third quarter, Deloitte did
best among the Big Four firms,
winning two new clients, while
EY lost four.

Allinial network set up
PKF North America has
left the PKF International

World CSR leader

Saudi crisis worsens

Asia has become the world’s
leading region in corporate
social responsibility reporting,
reveals a report from KPMG.
Its 2015 survey of corporate
responsibility reporting
found that 79% of Asia-listed
companies report on CSR;
in the Americas, the figure
is 77%; and in Europe, 74%.
KPMG said there has been
a surge of CSR reporting in
India, Taiwan and South Korea,
where a growing corpus of
reporting requirements
and guidelines has been
introduced.

Saudi Arabia’s budget deficit
is heading towards US$100bn
a year, as the era of state
revenue-eroding cheap oil
continues. The government
has been forced to cut
back on its public spending
programmes as it heads into
a period of austerity. Global
funds report significant Saudi
investment withdrawals,
as the government funds
the deficit. The six Gulf
Cooperation Council member
states are expected to report
a combined deficit for 2015
of US$180bn. The IMF has
warned that low oil prices
could persist for years and that
Gulf states need to adjust their
budgets accordingly.

Reform a must for EU

network and reformed as
Allinial Global. This is a new
network, with a presence in
42 states in the US, as well
as in six Canadian provinces
and 21 Mexican states. It
comprises 97 member firms,
1,393 partners and 8,284 staff.
PKF International chairman
Sajjad Akhtar responded:
‘Over the next several months,
working with those firms that
wish to continue as members
of PKF, we aim to have
member firms in place in all
key economic locations.’

EU financial management
needs radical reform, says
the European Court of
Auditors. Vítor Caldeira, its
president, argued: ‘Based
on our findings, we believe
policymakers need to develop
a wholly new approach to the
management of EU spending
and investment.’ In its annual
report for 2014, the ECA called
on the EU to align its budget
with strategic priorities; to
make budgets responsive to
crises; to know what outcomes
it expects from spending and
what risks are acceptable;
and to ensure that money is
spent in line with its rules and
achieves the results intended.

Reunification and GDP

Top FDI spot for India

A modelling exercise by
leading academics has
concluded that GDP in
Northern Ireland could
rise by between 4% and
7.5%, while that in the
Republic could rise by
between 0.7% and 1.2%,
if Ireland were reunified.
Kurt Hubner, director of
the Institute for European
Studies at the University of
British Columbia, said: ‘Our
modelling exercise points to
strong positive unification
effects driven by successful
currency devaluation
and a policy-dependent
industrial turnaround.’

India is the world’s most
attractive foreign investment
destination, according to a
survey of investors. Some 36%
of respondents chose India,
with China and Brazil the next
most favoured location. India
was ranked as one of the best
three investment destinations
over the next three years by
60% of investors. Reasons for
the country’s attractiveness
to foreign investors include
reforms to its tax and
regulatory systems, its labour
costs and skills base. The
survey polled 500 UK decisionmakers in multinational
corporations for their views.

NCC gets an A
Land conservation organisation
Nature Conservancy of Canada
has been awarded an A grade
in the annual Charity 100 rating
from MoneySense magazine
for financial accountability,
transparency and effectiveness.
It is the sixth consecutive year
NCC has won the award. The
rating is designed to help
Canadians get a better idea
of how efficiently charities use
their money and is based on
data from Canada Revenue
Agency, websites and the
charities themselves. NCC’s
CFO is ACCA member
Kamal Rajani FCCA.

Islamic banking growth
Islamic banking assets are
worth nearly US$1 trillion
according to EY’s latest
assessment of the sector. Its
study, World Islamic banking
competitiveness report 2016,
predicts significant future
growth, but warns that the
sector’s own infrastructure of
skills, talent development,
research, regulation, capital
markets and accounting
practices is inadequate to
support that growth. ■
Compiled by Paul Gosling,
journalist
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Business diplomat

New York-based Sandy Chu FCCA, head of Grant Thornton’s China Business Group, is
helping to bridge the gap between two economic titans on opposite sides of the world

T

he US and China, the world’s two largest economies,
are rivals as well as important partners. But while
politicians occasionally bicker about currency policy
or intellectual property, Sandy Chu FCCA, head of Grant
Thornton’s China Business Group, sees her role as helping to
bridge the gap between these two global titans.
‘In some ways we function as business ambassadors,’ she
explains. ‘We are giving Chinese businesses insight into how to
expand or buy businesses in the US and vice versa.’
Appropriately enough, Chu’s office at Grant Thornton is based
on the east side of midtown Manhattan, just a stone’s throw
away from the United Nations, a focal point of global diplomacy.
Born in Hong Kong, she has witnessed at first hand the rise of
China from a recipient of international development aid to an
economic colossus second only to the US. ‘It was always said that
when the US sneezes, the world catches a cold,’ she observes.
‘The same can now be said of China.’
When Chu started her career in 1995, few people imagined
that the country would make such dramatic economic strides,
she admits. In that year China had a GDP of just US$756.9bn,
in current prices, about half the size of the French economy,
according to the International Monetary Fund. Around
455 million people, or 37% of the population, lived on less
than $1.25 a day. Now it is about 13 times larger with a GDP
of $10 trillion. Its annual output has overtaken that of Japan,
Germany, France and the UK. Meanwhile the poverty rate
declined to 6% as of 2011 and continues to fall fast. ‘What
China has achieved has been truly remarkable,’ says Chu.
The locomotive of Chinese growth
has not only been good news for its
own citizens, says Chu. ‘It has also
contributed to getting the world
economy through a dangerous period
after the 2008 financial crisis,’ she says.
Over the past 10 years China alone has
accounted for 61% of global growth.

Career origins
Chu’s own career has been
international from the start. She chose
to leave her home base in Hong
Kong to study in London, graduating
in accounting and finance from the
University of North London. She also
became an ACCA fellow, a qualification
that she says helped launch her career

2013

Appointed national leader for Grant
Thornton’s China Business Group,
based in New York.

2004

CV

Joined EY in the US, advising
companies on business and tax issues throughout
mainland China, Hong Kong, Taiwan and Macao.

1996

Started her career at PwC in Hong Kong, where she rose
up the hierarchy to become senior manager in the China
tax and business advisory services practice.

when she returned to Hong Kong after her studies. ‘The ACCA
Qualification had the huge benefit of being flexible, so I could
study full time to finish the qualification without the need to work
at the same time,’ she says. ‘As long ago as the early 1990s it
offered a truly international training, and was viewed as a highly
prestigious qualification in Hong Kong and around the world.’
In contrast to many top accountants, Chu did not focus
on climbing the greasy pole as a young woman. ‘Much of my
career has been based on good fortune,’ she says. ‘I was partly
attracted to accountancy because it seemed like a steady and
stable job that would not force me to travel too frequently away
from home.’ This was at least one
career goal that has not been realised.
Instead Chu now flies enough to qualify
as a United Premier 1K elite traveller
– clocking up at least 100,000 miles
a year. About half of her time is now
spent travelling either within the US
or to China – she usually goes two or
three times a year to China.
Her first appointment was at PwC
in the China tax and business advisory
practice, where she rose to become a
senior manager. Chu then considered
taking a career break after her husband
decided to move back to the US.
But, after a brief period out of the
workplace, she was tempted by a job at
EY in New York. Again the focus was

‘China has
contributed to
getting the world
economy through
a dangerous
period after the
2008 financial
crisis’

»
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on China, advising companies on corporate tax, restructuring,
mergers and acquisitions, investment and other general business
matters. She rose to lead the Greater China desk.
In 2013 she was poached by Grant Thornton to set up and run
its China group – a joint initiative between GT US and GT China
– where she now leads a team of 18 specialists. The main focus of
China practices at major accounting firms has shifted profoundly
over recent years, Chu explains. ‘A decade or so ago the main
task was to help US companies set up in China, which was seen
largely as an export hub and a source of cheap labour,’ she says.
‘Now we are doing ever more work with Chinese companies that
are wanting to set up or buy overseas. That is a trend that is being
encouraged by the Chinese government, which wants firms to
look outwards and learn from the best in the world.’
The focus on international expansion has also been fostered,
she says, by a sense that the Chinese real estate market, which
has been booming for years, will not offer such attractive returns
in the near future. Investors have thus become more willing to
extend their search for opportunities beyond China.
Alongside this change, foreign companies that develop
operations in China no longer typically view the nation merely
as a production centre, Chu believes. ‘More companies are
attracted to China as a source of internal demand in its own
right as the number of affluent and middle-class citizens has
exploded,’ Chu says. What’s more, the investment rules have
become far more friendly to business and increasingly aligned
with global business standards.

Improving reliability
Meanwhile, the standard of accounting at domestic
firms has improved in leaps and bounds over the past few
decades. ‘In the early days we would often go in and see
multiple sets of books,’ she says. ‘That is now far less frequent.
The authorities have taken huge steps towards improving
the reliability of accounts.’
But part of the reason Chu has retained a focus on China
is that much of the complexity of dealing with the country
remains. ‘This is a vast country with
many markets,’ she says. ‘Despite
modernisation, tax rules are written
very broadly and still leave a lot of
room for interpretation, and a lot of
discretion is maintained by the local
authorities. What works in one city
may not function in another. The
rules can also change very fast.’ As a
result, she says, accountants have to
look at the same systems again and
again. This lack of clarity is partly
deliberate, she believes, and was
designed to permit local areas to
tailor the system to suit their own
needs. ‘For example, a rule might
talk about the treatment of assets
without being precise about whether

*
*
*
*
*
*
*
*
*

Grant Thornton was founded
in Chicago in 1924
Revenues exceed US$1.4bn
It has 57 offices across the US
with more than 500 partners
and 6,400 employees

Basics

In 2013 Crain’s Chicago Business recognised Grant
Thornton as one of the ‘Best Places to Work’
Between 2006 and 2015 it was one of Working
Mother’s ‘Best Companies’ 2006-2015
In 2015, the firm removed the limit on paid time
off, allowing employees to work with managers to
decide when to take time away from the office.

Tapping at your phone during
meetings will stop you fully
grasping what is going on or
learning as much as you could.
Being present can give you
the edge.

Tips

Be responsible. Work-life balance is important, but
it’s not an excuse for neglecting work. If you are
responsible for a task, you need to follow through.
Continue to work hard even as you advance: it’s
the best way to continue to acquire knowledge.

‘Despite
modernisation,
tax rules in
China are written
very broadly
and still leave a
lot of room for
interpretation’

it is referring to tangible or intangible
assets,’ she explains. The upshot for a
China-focused accountant, she says, is
that ‘life never gets boring’.
For outside companies investing
in the country there are still many
tax rules that can trip up companies,
unless they are advised properly by
local experts. ‘For US companies, the
demand remains high to understand
the nuances of China’s tax rules
and capital controls,’ Chu says. ‘China
still has foreign exchange controls that
can make it tricky to extract money
from the country. We can help with
that. US companies can take over a
Chinese firm that has a lot of cash
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and will need assistance taking some of it back to the US.’
Having spent much of her career at Big Four firms, Chu
believes that a mid-tier accounting firm like Grant Thornton
has a potential edge in this environment. ‘Since we are not so
large it is easier to keep overheads lower, which translates into
better value for clients,’ she says. ‘Grant Thornton can offer a
more hands-on approach, with partners and other more senior
staff more available for clients. A frequent complaint about the
Big Four is that clients often end up dealing with somewhat less
seasoned staff, who are still acquiring experience,’ she adds.
For the audit practice, Grant Thornton focuses mostly on mid-tier
companies, since a giant multinational can demand too many
people. But it competes head-to-head with the big guys on
tax consulting and advisory.
Chu’s job now is to foster the development of this growing
business in China. That task requires a hands-on approach, she
argues. ‘It is important for me to travel here and to be physically
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present, to feel the mood on the ground,’ she says. ‘I have
to act as a bridge between these two business cultures.
Technology is great. Still, you need more than FaceTime and
Skype to keep in touch with what is going on over there.’
With two children who have grown up in the US and a
husband who also travels internationally, Chu has no immediate
plans to live permanently in China. But over the long term she
says she feels equally at home in New York, London or Hong
Kong. ‘These are really very similar cities in that they are all
international business hubs with a lot to offer.’
While worries over the outlook for Chinese growth have been
grabbing headlines in recent months, Chu remains upbeat for
the long run. ‘I believe that China will continue to modernise
and grow. The country’s importance in the global economy will
continue to increase over the long run.’ ■
Christopher Fitzgerald and Fernando Florez, journalists
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Focus | CFOs

The year ahead
What will be keeping global CFOs awake in 2016? Cost management, risk management
and geopolitical risks are right up there at the top of the list of concerns

T

he forecast for global growth in 2016 is
▲ Sparks could
Meanwhile, the Chinese slowdown continues,
once again for a slow and steady rise – no
fly for CFOs
although the Asian powerhouse should still tuck
sudden movements. Compared with the
Pitiful economic growth,
away 6.5% year-on-year growth in 2016 (see
overall global economic outlook, which includes
sluggish markets, adverse
feature, page 32). India will maintain momentum,
the Asian growth story, the UK is trailing
and fluctuating foreign
with GDP set to rise 7.9% year-on-year, up
behind, with a 2.4% projected increase in
exchange rates, and high
from 7.3% in 2015, according to PwC’s Global
GDP for the coming year, compared with a 3%
production costs can bring
Economy Watch.
global average. The eurozone, while enjoying
a sea of troubles for CFOs
Against this backdrop, company CFOs are
steady quarter-on-quarter gains, is forecast to
in both home and foreign
re-examining their international expansion plans
remain sluggish in 2016 at 1.6% while the US is
markets
and the associated risks of operating in foreign
expected to grow 2.7%. Canada, home to many
countries, while others will be focusing on cash
US companies and branch plants, continues to suffer from low
and liquidity in sluggish markets.
oil and commodity prices, which has taken a huge bite out of
For Mike Speetzen, CFO of Polaris Industries, his job
its purchasing power against the US dollar, and is expected to
during the next 12 months will be to put together a financial
grow by 2% in 2016, substantially slower than during the peak
management strategy that will allow the company to capture
oil days of US$145 per barrel.
demand in emerging markets, manage its exposure to interest
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rate and currency fluctuations, all the
while focusing on cutting its production
costs. US-based Polaris is the largest
manufacturer of snowmobiles in the
world and the second largest maker
of all-terrain vehicles. It earns a large
portion of its revenues from exports
and is feeling the sting of the strong
US dollar.
Polaris sells products across most of
the world – in 126 countries – and more
than 20% of its sales are generated
outside North America. Every year it
delivers more than 300,000 off-road
vehicles, fabricated mainly in the US
and Mexico. ‘Therefore, the strength
of the US dollar clearly has been
challenging for us,’ says Speetzen, ‘and
going forward, the rising dollar is certainly going to put more
stress on our ability to manufacture here and export abroad.’

‘The further you
go from your own
backyard, the
more risky those
investments
become’

Into Asia
As a result, Speetzen explains that international expansion of
Polaris’s production capabilities will continue to top his agenda
for 2016. ‘We’re really starting to focus on how to diversify away
from being such a heavily North America-focused company,’
he says. For example, in the last two years Polaris has set up
a production plant in India through a recent joint venture to
produce a new utility vehicle for the local market. Going forward,
the company will be developing production capabilities in China
in order to secure a lower-cost manufacturing option that can
service all of Asia.
While going global will continue to be the theme for the
foreseeable future, it’s the broader demand conditions that
will dictate the story for Polaris in 2016. The big open question
that will be keeping Speetzen up at night in 2016 is how the
ordinary consumer will feel. ‘I’ll be watching our retail numbers
more closely,’ he explains, ‘because a lot of our products are for
general recreation purposes. Our off-road vehicle business has
been growing double digits up until this year and we’re now
talking about mid-single digits for 2016.
‘At the same time, on the commercial side, we’re also feeling
the impacts of the slowdown of oil and gas production in the
US and weaker demand in the farm sector. When you think of
the type of products that we make – our ranger utility vehicles
(which predominantly sell into commercial markets), oil and gas
rigs, agricultural, and those types of things – those markets have
both been down, and combined make up about 25% of our
recreational vehicle business revenue. So we’re anticipating that
it’s going to continue to be a bit of a headwind into 2016.’
Consequently, in 2016, cost management will be even more
important for the company. As Speetzen explains, Polaris has
grown strongly and added a significant amount of cost over
the past four or five years. But with today’s lower growth rates –
which are expected to persist for the near term – the company
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will be taking a more disciplined
approach to discretionary spending.
‘We’re going to have a lot more
discipline in making sure that our costs
aren’t outpacing revenue growth,’ says
Speetzen. ‘We’ll still be making sure
we’re feeding the growth pipeline,
but we’re going to have to be more
discerning about where and what we
spend our money on.’

Hot metal

By contrast, for Worthington Industries,
slower growth has had an upside.
Worthington is a diversified, metals
manufacturer, mainly serving the
US automotive, construction and
agriculture markets. In 2014 the
company was one of the largest buyers of steel in the US, second
only to the car-makers.
As its CFO Andy Rose explains, his company has been the
beneficiary of slower growth in China – more specifically, a softer
global market for steel. He says: ‘With the commodity index
declining, and with China having more excess steel-producing
capacity than the US even consumes in one year, there’s a flood
of low-cost steel into the US. Ultimately for us that’s a good thing
because in our steel business we generate the same spreads,
but as prices fall, we have to use less working capital, and then in
our manufacturing businesses our input costs are lower because
steel prices are lower.’
The upshot for Worthington is that lower manufacturing costs
for it in 2016 will continue to level the playing field with foreign
imports from cheap-labour economies. So with all that good
news for his industry in the US, what will be keeping Rose up at
night in 2016? Healthy margins, and easy access to capital, have
fuelled domestic and international expansion for the company,
and in 2016 this will mean adding production capacity in both
China and Turkey. In China, Worthington plans to tap into the
Chinese market for automatic transmissions, and, in Turkey, to
develop and deliver products to transport natural gas, which will
ultimately be imported into the US.
In turn, Rose says, he’ll be keeping close watch on the
risks associated with expanding outside US borders. As the
CFO, his view on international expansion is a cautious one. ‘At
Worthington, we tend to believe that the further you go from
your own backyard, the more risky those investments become,
and when we do them we tend to structure them conservatively –
and we don’t do a lot of them all at once.’
For Rose, risk management will accordingly be given greater
priority in 2016. More specifically he’ll be keeping track of
the geopolitical risks in the Middle East. Over the long term,
Worthington intends to build those same manufacturing
capabilities in the US. ■
Ramona Dzinkowski is a Canadian economist and editor
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Comment | Ramona Dzinkowski

Model behaviour

The overhaul of corporate reporting is getting a kick from Europe with a powerful
initiative from the Federation of European Accountants. Ramona Dzinkowski explains
The paper also calls for financial
information to be more timely and more
relevant to help out beleaguered readers
poring over monumental tomes of
detailed financial and other information.
To this end, FEE also suggests grouping
the different disclosure notes according
to their relevance and materiality,
enhancing the presentation of different
notes, and introducing materiality in
the judgments made about disclosure
requirements.
FEE is specifically seeking feedback
on the following:
Which obstacles, if any, should
policymakers remove to allow for
innovation in corporate reporting?
Do liability concerns, arising from
non-compliance with reporting
requirements, hamper innovation?
Is the current structure of dialogue
between policymakers and corporate
reporting constituents effective? If not,
how should it be improved?
What else is needed to ensure
requirements can adapt over time to
achieve better coordination between
different pieces of legislation?
Do you have any examples of policies
that enable innovation from your
country? Should they be replicated at
a European or an international level?
Do you agree with the proposal for
a group to assist in identifying the
main challenges and the key benefits
from new proposals for the corporate
reporting of the future?
Do you have any other suggestions for
policymakers for fostering innovation
in corporate reporting?
Feedback can be sent directly to FEE.
Email Pantelis Pavlou at pantelis.
pavlou@fee.be. Comments are
requested by 30 June 2016.
North American contributors to the
debate are also welcome. ■

*
*
*

Ramona Dzinkowski is a
Canadian economist and
editor-in-chief of
the Sustainable
Accounting Review
‘With growing public attention on the
behaviour of business, actions which
are deemed to be unacceptable pose a
greater risk of unsettling a company’s
share price or necessitating a change
in management.’ This is one conclusion
from a recent report by the Federation
of European Accountants (FEE).
Volkswagen learned the lesson the
hard way, as did Tesco in 2014, to name
two cases of ‘behaviour unbecoming’ by
large enterprises with much to lose.
I was encouraged by FEE’s take on
the future of corporate reporting. It urges
companies to recognise the changing
stakeholder climate, and the power that
stakeholders other than investors and
creditors can have on their prospects.
The FEE’s report, The future of
corporate reporting, is a significant step

forward in the discussion about what
the future of corporate reporting will
be and should look like, and FEE wants
finance professionals to give feedback
on it. As FEE represents 47 professional
institutes of accountants and auditors
from 36 European countries with a
combined membership of over 800,000,
its sheer reach will be a powerful factor in
engaging professionals in the debate.
The report singles out the integrated
reporting model of the International
Integrated Reporting Council (IIRC) as
the one with the greatest potential for
innovation. This effectively links the
thinking (at least publicly) between the
UK, Europe and the US accounting bodies
– the newly appointed chair of the IIRC is
also president of the American Institute of
Certified Public Accountants.

*
*
*
*

For more information:
Read The future of corporate
reporting – creating the dynamics
for change at bit.ly/FEE-CR
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Toleration’s apostle

The visit to Africa by Pope Francis will shine a spotlight on the issues affecting stability on
the continent, reports Alnoor Amlani
As I write this, Pope Francis is in the
air travelling on a standard Alitalia
commercial plane headed to Nairobi.
Three months after being elected
pope in March 2013, he made his first
papal visit outside Rome, choosing to go
to Lampedusa – the tiny, treeless island
off the coast of Italy and just 70 miles
from its closest landfall of Tunisia – which
has now gained a terrible celebrity as the
stage of the appalling real-life tragedies
of African migrants desperately seeking
refuge in Europe.
Speaking within sight of the graveyard
of wrecked and abandoned fishing boats
that had drifted ashore, he prayed for
forgiveness for ‘those who are complacent
and closed amid comforts which have
deadened their hearts’ and ‘those [whose]
decisions at the global level have created
situations that lead to these tragedies’.
On his first visit to Africa, Pope Francis
will visit three countries – Kenya, Uganda
and the Central African Republic –
conducting an open air mass in Nairobi,
which 1.4 million people are expected
to attend, and another in Kampala,
where two million more are expected. In
Uganda 42% (14 million) of the population
is Catholic, in Kenya 22% (nine million)
and in the Central African Republic 29%
(1.3 million).
Africa is the fastest-growing Catholic
region in the world. One in four Catholics
is expected to be living in Africa by 2050.
More than 170 million Catholics live in
sub-Saharan Africa – a figure expected
to double by 2050, according to the Pew
Research Center.
However, in eight of the 19 African
countries surveyed by Pew in 2010, at least
three out of 10 people said that religion
was a ‘big problem’ in their country. The
study also found mutual perceptions of
hostility between the religions, with a
median of 28% of Christians saying that
most Muslims are hostile to them, and
a median of 63% of Muslims saying the
same thing about Christians.
Furthermore, 60% of Christians said
they would like civil law to be based on
the Bible, while 63% of Muslims said they

Alnoor Amlani FCCA is an
independent consultant
based in East Africa
would like civil law to be based on sharia –
a strict interpretation of the Koran.
These differences are precisely what
Pope Francis has been fighting against
and we can expect he will have some
challenges to overcome. In December
2013 he issued an ‘apostolic exhortation’
– an address calling for big changes in the
Catholic Church. He has not shied away
from commenting on key social issues,
where he has different views from the long
established doctrines of the Church. He
has called for wider dialogue on social
issues and held special prayers for Syria.
He is also expected to touch on the
themes of poverty and the environment,
which are, of course, of enormous concern
to Africa.
However, in Uganda, Pope Francis’s
tolerant view on homosexuality may not

be welcome. The Uganda government
recently passed a law making it illegal to
be gay, and the Ugandan Catholic Church
does not tolerate any deviation from the
established doctrine.
Following soon after President
Obama’s recent visit to Kenya, security in
Nairobi is expected to be tight over the
three days that Pope Francis will be in
town. While people will be encouraged to
attend the papal mass, they will have to
go through security checks and leave their
vehicles outside the city centre and walk
for some distance to get there.
Kenya has a common border with
Somalia where Al Shabab – the militant
Muslim terrorist organisation – is based
and which has recently launched attacks
that killed Christians in the northern
Kenyan town of Garissa. ■
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Comment | Alexandra Chin

Have your say

Most members might be happy with the work ACCA is doing, but to be truly representative,
we need to understand your needs and views, urges ACCA president Alexandra Chin
May I take this opportunity to wish
you all a very happy, healthy and
prosperous 2016.
At the end of last year, one of ACCA’s
most important regular meetings took
place in London. The event was ACCA’s
International Assembly, and it brought
senior member advocates from around
the world together to discuss a range of
topics on how to ensure that we in the
organisation deliver support and services
to you, our members, and that we are
equipped to face the challenges that
are presented by the global business
environment.
International Assembly delegates
represent specific countries or regions
and provide ACCA with a direct line to
what member networks are thinking, what
they feel about the ACCA designation,
and what they reckon to the direction that
ACCA is taking. Their input provides a
vital extra dimension to the extensive and
ongoing research that ACCA undertakes
directly with members, students and other
stakeholders. What the International
Assembly tells us plays an influential role
in helping to develop ACCA’s strategic
direction and delivery.
Among the issues the International
Assembly considered in its meeting
last November (see also page 62) was
how we can encourage greater member
engagement with ACCA. In this changing
world, many professional bodies are
facing challenges in building the number

To be truly
representative,
we do need to
understand what
your needs and
views are

of members who are actively engaged in
shaping the future of their professional
organisation. For example, only around
3% of members voted in ACCA’s last
annual general meeting, which took place
in September, even though a group of
members had put forward a number of
thought-provoking resolutions that would
have changed the direction that ACCA
was taking in a number of important areas
if they had won enough votes.
While the number of those voting on
what may appear to be internal ACCA
issues might not reflect the true level of
member engagement, it does give an
indication that there is work to do.
It may be that the majority of members
are happy with the work we’re doing.
It may be that members simply want
to qualify, complete their CPD, retain

their membership and continue to be
successful, and that is all they require of
their professional body. But, to be truly
representative, we do need to understand
what your needs and views are.
The discussions we had at the
International Assembly will help to inform
work that has already been started by
Council. ACCA vice president Leo Lee is
leading a taskforce to look into how we
can encourage greater engagement.
I look forward to reporting back and
showing you how your Council is working
to ensure that ACCA not only promotes
and represents you, but also ensures that
outstanding opportunities are open to you
throughout your career. ■
Alexandra Chin runs her own practice in
Sabah, Malaysia
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The view from

Kumaran Bala ACCA, vice president, UAE regulatory
compliance – corporate banking, Barclays, Dubai

I help ensure the voice of compliance is
heard at senior management level. Our
operations and client-facing colleagues
take ownership of most regulatory issues
themselves; it’s when more complex
situations arise that are not covered by
industry regulations or internal policies
that we come in. I frequently consult with
compliance colleagues in the region, as
well as Europe, the US and the Far East.
An advantage of working for a global
organisation is that there’s an extensive
internal network to call on, and while
regulations themselves vary across borders,
many successful tactics and solutions can
be adapted to other countries.
In compliance, we won’t always agree
with everyone, and nor should we. As
trusted advisers, our role is to ask the right

In compliance, we
won’t always agree
with everyone,
and nor should we

questions, where necessary challenging
managers or demonstrating to them
why certain actions don’t comply with
regulations. Explaining your rationale and
analysis is crucial – that’s what gives you
credibility, and encourages people to start
reaching out to you in return. Compliance
professionals gain trust and earn respect
by not being afraid to speak up, especially
when it’s necessary to veto a popular
decision. Of course, there are right and
wrong ways of saying no, and while we
have to stick rigidly to regulations and
procedures, we can still demonstrate
empathy, suggest workable solutions
or – if it’s an internal compliance matter –
recommend policy changes.
Corporate banking in the Gulf is
flourishing. It’s one of the company’s
core activities, alongside investment
and wealth management. It’s a booming
market, and a key focus of the company’s
growth strategy. For me, that’s what
makes it an exciting place to work. We
provide advice and decision-making
support on everything from new products
to the treatment of specific transactions.
Regulatory compliance has a crucial
role in business growth, product
development and service delivery
strategies. Accounting, auditing and
financial control have long been the
traditional career options for qualified
finance professionals, while compliance
has more of a legal and administrative
flavour. That’s all changed. Today, what
distinguishes regulatory compliance from
internal or external audit is its proximity
to the business and the advisory skillsets
you develop, as well as exposure to often
highly complex challenges.
Moving abroad is character-building
– and good for your career. I hadn’t
originally planned to relocate from the
UK, but I was recommended for the role
by a former manager of mine, and I’m
glad she did. Settling in takes time, but
any teething problems have been far
outweighed by the benefits. ■

Snapshot: mining
Mining’s story is dominated by the
environment, and by commodity
pricing. Miners need approval
for exploration and development
and gaining it can take years.
Government responses are likely to
reflect local environmental issues
and community concerns, and there
can be very rigorous reporting
requirements on what and how
much is taken out of the ground.
As far as value goes, it’s no
surprise that times are tough.
Commodity prices are universally
low for oil, iron ore, coal, platinum
and copper. Mining operations gear
up and expand when prices are
high. The result can be over-supply,
at which point prices start to fall,
as is the case with iron ore, where
the price has fallen by over half
to around US$50 per tonne. More
efficient operations can still secure a
good margin and have little reason
to limit production. That leaves
smaller and higher-cost operators,
and their SME suppliers, squeezed.
Mining companies need finance
professionals who understand the
basics, but who also have specialist
skills around impairments, which
feature heavily in their accounts
because of commodity pricing,
foreign exchange risk and high
operating costs. Coming to a sound
conclusion on the numbers requires
an overview of these issues as well
as extraction costs, development
and logistics. Treasury skills around
FX hedging are highly prized.
Tim Biggs, UK mining leader, Deloitte
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Corporate | Continuous resilience

Ready for anything

Companies that are not resilient are on course to go out of business. Experts Paul Walker and
Dan Sharp explain how to go from enterprise risk management to ‘continuous resilience’
A walk through the Computer History
Museum in Silicon Valley, California,
reveals a simple message: innovate,
respond to innovation, or cease to
exist. The museum is full of success
stories but also of companies that
created great ideas or products but
which no longer exist. Today’s rapidly
changing environment requires
successful organisations to be resilient –
anticipating and responding effectively
to the rising number of major changes
in their markets.
The ISO 31000 risk management
standard notes that risk management
should be part of decision-making, be
timely, based on the latest information,
and take cultural factors into account. The
ISO framework and process identifies a
separate step for establishing the context
to help evaluate the significance of a risk.
Context can be internal or external.
Internal context includes costs, personnel,
supply chain, and so on. External includes
political, legal, regulatory, economy,
society and social change, as well as
natural events such as the weather.
Continuous resilience – a method
for which Dan Sharp has copyright
pending – aims to establish both the
external and internal context and manage
these potentially game-changing risks.
Specifically, it is a company’s ability to
anticipate and respond quickly and
competitively to any change in its
markets. Importantly, it can be tied into
enterprise risk management (ERM) or any
other risk management system.

Anticipating change
Today, companies often operate in many
locations in multiple countries and have
to manage an ever growing set of risks
that can vary according to location. One
of many lessons from the 2008 economic
crisis is that problems in one country
quickly flow over to another.
Continuous resilience focuses and
builds the discipline of anticipation, with
the aim of learning about emerging
changes in markets before rivals do.
There is much more monitoring than

with most risk management systems.
It also teaches companies to respond
faster and more effectively than rivals.
Also, instead of an enterprise risk map
(composed of snapshots of existing risks),
continuous resilience provides a moving
picture of emerging risks. It links these
risks to strategy, overcoming the common
complaint about the difficulty of doing
this within ERM.
Continuous resilience requires two
elements. First, an internal early alert
system monitors a company-specific
checklist of the major driving forces and
issues in its markets where an important
change can create risks and opportunities
for the company.
Second, a high-level committee
performs additional functions to
those found in most risk management
processes. The committee’s functions
can be made a part of the company’s risk
management committee. Its roles include:
managing the early alert system and
the responses to its alerts
ensuring that each company
department and function has an
adequate preparedness plan that is up
to date and exercised at least annually
running an annual exercise responding
to a potential disaster
becoming the command centre for a
company’s response to a sudden major
market change.
The committee should meet just once
or twice a year (unless an unexpected
event makes it the command centre),
and its meetings should involve scenarios
and reviews of early alert reports that
highlight the most important changes in
risks, opportunities and driving forces,
with a proposed immediate action plan
for the highest priority changes. No boxchecking, no big documents to review,
just short action-oriented sessions.
The committee should include senior
executives from strategy (to ensure the
risks and opportunities feed directly into
strategy) and other key functions. The
early alert system will cover changes
in the local economy, legislation and
regulation, disruptive technology,

*
*
*
*

attitudes of customers, workers/unions,
plus emerging pandemics or other
health or environmental changes of great
significance. How a company responds
to such changes can create a competitive
advantage or disadvantage.

Risk list
For the early alert process to begin, a
checklist must be created listing the major
risks to monitor. This should be no longer
than two pages and cover about a dozen
risks. It must be very company-specific, so
its preparation will require collaboration
with key executives at corporate level and
with local managers in each reporting
unit. General categories of risks are often
appropriate – for example, economic,
political, social, environmental, health,
society, customers, labour, technology
and cybersecurity, with subcategories that
could be more specific.
The specifics will often emerge from
a combination of a SWOT (strengths,
weaknesses, opportunities, threats)
analysis and a driving forces analysis of
those forces of greatest importance to
the company in each market. Only by
monitoring all the driving forces, risks
and opportunities can a company count
on being resilient and prepared for any
important change in its markets.
As an example, consider a company in
the office equipment market. Its driving
forces start with technology, including
the introduction of possibly disruptive
new technology and the company itself
developing or acquiring new tech. Other
driving forces include changes in office
routines, attitudes of office workers,
the ability to import/export finished
products and supplies, transborder data
flow restriction and local laws, as well
as the driving forces of the economy,
political stability, tax and other laws and
regulations, environment and health. Each
of these elements would probably go on
the checklist for this company.
The process of creating the checklist
for each reporting unit (often a country,
state or city) begins by asking the
local management ‘what drives your
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business?’ This is a distinguishing feature
of continuous resilience and is different
from creating a checklist of risks. By
initiating the process bottom-up from
where the local knowledge exists, the
local manager is in a position to inspire
trust. When the planning process is topdown, local managers often disagree with
headquarters because they have a better
knowledge of their markets.
This bottom-up early alert process
gives the company a knowledge-based
continuous moving picture of the most
important trends and changes in the
forces that drive its profits and success,
and reduces the lead time for responding
to those crucial changes.
Once the checklist has been compiled,
each decentralised unit of the company
designates a senior executive to monitor
its business environment on an ongoing
basis, looking for any important changes
in any item on its checklist. At least once a
year, and whenever the change is sudden
or significant, that person prepares a brief
report for the company’s headquarters.
The annual report is usually just two
pages long: one page of up to 10 priority
changes, and a second that answers three
key questions about the top priority risk:
What is the change?
How does it impact our company?
What are we doing about and what
should we do about it?

*
*
*

Ahead of the game
In between these annual reports there
might be a flash report of a sudden
change, consisting of one-page answers
to the same three questions. Those
reports go to regional headquarters
where they are consolidated with reports
from other units in ways that often show
emerging patterns of interest. Flash
reports go up to regional and/or global
headquarters depending on urgency
and where action needs to be taken.
The annual reports, consolidated at
regional headquarters and then globally
at corporate headquarters, can become a
prime basis for strategic planning.
The following example illustrates this
point. For years US companies were aware
there was a European Commission but
few took it seriously. However, because
Xerox set up a monitoring system with
a checklist that included international
organisations, especially those related to
trade and business, the company learned
of a profitable opportunity much sooner
than its competition.
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Over a period of two years of using
its early alert system, several Xerox
companies in Europe noticed there was
growing interest among businesses in
their markets in transforming the
commission into an organisation that
could control business activities in Europe.
This was long before it became frontpage news and was identified by most
US companies.
When Xerox’s European regional
consolidation of priority changes in
driving forces was prepared for the
annual strategy exercise (based on this
continuous resilience-type monitoring
system), the progress towards a powerful
European Commission was listed almost
two years before it became a reality. This
was because the gradual changes were
deemed to be of potential interest to
Xerox by local managers, though not yet
by regional or national executives.

Threat or opportunity?
Once this had been identified as
an emerging important change in
the driving force of international
organisations and regulatons, Xerox saw
it as a threat if it failed to act, but more
importantly, an opportunity if it acted
earlier than competitors. When the
global consolidated annual continuous
resilience report was presented to senior
management, they implemented a speedy
European response, regionalising their
supply and distribution activities (more
than a year ahead of competitors), leading
to a significant profit and cost advantage.
A company that is not resilient has
a long-term strategy of going out of
business. A continuous resilience process
can help complete or enhance an ERM
process by using local knowledge not
only of risks, but also of opportunities,
and not only of presently identifiable risks
and opportunities, but also those that are
just emerging. Continuous resilience can
also help a company respond to changes
in a timely way and link its response to
a strategic one. Becoming continuously
resilient can avoid a going-out-of-business
strategy and instead, increase profits and
chances of survival. ■
Dr Paul Walker co-developed one
of the first courses on enterprise risk
management and has done ERM training
for executives and boards around the
world. Dan Sharp is a recognised thought
leader and practitioner of continuous
resilience. sharpdan@gmail.com
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Taming virtual currencies
Governments’ mistrust of digital currencies is turning into initiatives to bring them into
the financial mainstream – and drive out the cybercriminals in the process
The Bank of England is looking into
launching a national digital currency
for the UK – a reform that could have
a hefty impact on how accounts are
kept in most British companies. While
public confidence, trust, understanding,
security and sheer level of detail would
make such a move tough to undertake,
the UK central bank’s chief economist
Andrew Haldane has said that the bank
is considering the idea.
His comments, made at Portadown
Chamber of Commerce in Northern
Ireland in September last year, is one of
a series of moves by governments and
banks indicating that they are prepared
to bring virtual currencies in from the
cold. In the US, a draft law to regulate
virtual currencies was recently debated by
the country’s Uniform Law Commission,
which proposes legislation to US states to
promote regulatory harmonisation.
This revelation marks a sea-change in
thinking on virtual currencies, which only
a year ago were the subject of intense
criticism from the law enforcement and
financial regulators, and efforts to ban
them worldwide. Indeed, that remains the
status quo in some jurisdictions. Russia,
China, several EU nations – for example,
Slovenia – and smaller jurisdictions, such
as Bolivia, have banned the use of virtual
currency market leader Bitcoin.
But this law enforcement effort has
also led to police and regulators taking
a closer look at virtual currencies and is
encouraging some to think about how
they can be brought into the ambit of
standard regulated financial systems.
This could see them used legitimately by
companies and subject to professional
accounting assessments.

Cybercrime summit
At the latest Europol-Interpol cybercrime
conference (30 September-2 October
2015) at The Hague, the Netherlands,
Accounting and Business was told that
the EU and global police agencies are
training key staff in virtual currencies
and in how they can be misused. A
programme of courses was launched in

Japan and Singapore last summer and
was scheduled to move to Brussels as we
went to press.
Security authorities seem to be taking
a two-pronged approach: cooperating
with virtual currency operators to help
them develop legal currencies while also
working hard to combat those who persist
in misusing them.
The currency operators themselves are
taking steps to formalise their processes,
with former lawyers and advisers to
law enforcement agencies taking up
jobs within virtual currency businesses,
especially in the US, in the past year. Wil
van Gemert, Europol’s deputy director of
operations, told the conference: ‘The links
between law enforcement, government
and virtual currency operators are
developing all the time. Former

government people are moving into the
commercial sector and [there is] increased
cooperation between the operators and
law enforcement.’
Olivier Burgersdijk, head of strategy
at Europol’s European Cybercrime
Centre, added: ‘Virtual currencies offer
anonymous payment systems, so there is
no ID. Bitcoin is the number one digital
currency for cybercriminals. But it is also
used by legitimate groups, so we do not
want to take it down.’
There were suggestions at the
conference that the banks are looking
to introduce their own virtual currencies.
Conference delegates from HSBC
and Barclays informally confirmed to
Accounting and Business they were
interested in these developments – but
would not give details.
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‘The blockchain
as a technology is
far more powerful
and exciting
than Bitcoin as
a currency. It is
pure, secure and
trustworthy’

Meanwhile, Europol signed an
agreement with the European Banking
Federation (EBF) in September 2014 to
formalise cooperation on cybersecurity.
Conference speaker and EBF executive
director Sébastien de Brouwer called for
further legislation to regulate Bitcoin and
other virtual currencies. ‘Bitcoin is already
used for money laundering and fraud,’
he said. ‘Banks are being pushed to allow
some use of these currencies but it needs
much more common work between us all.
‘There is the possibility of a mature
market for virtual currencies. The
discussion is progressing in the right
direction. This will be served by having
good legislation.’
He added that his staff were working
on compliance issues and legislation
that would offer ‘privacy for users but
accountability to law enforcement’, and
that the EBF had discussed the issue with
EU finance ministers. ‘Law enforcement
know that criminals are using Bitcoin. It’s a
very tough nut to crack. They encrypt the
currency on the darknet, so it is very hard
to trace. We need global coordination
because no single country can deal with it
on their own.’

Benoit Godart, Europol liaison officer
at the Singapore-based Interpol Global
Complex for Innovation (IGCI), said: ‘We
need to work to achieve new legislation,’
especially working with EU policymakers.
A European Court of Justice ruling
in October exempted Bitcoin exchange
transactions from VAT in the EU. The
decision was taken to mean that the
court recognises Bitcoin as a legitimate
means of payment. Some commentators
at the conference added that this would
help Europe catch up with US regulatory
progress on virtual currencies.

Blockchain key
Noboru Nakatani, the IGCI executive
director, who has worked with Japan’s
Cyber Defence Institute, stressed that
Bitcoin’s blockchain (the public ledger
that records Bitcoin transactions) offered
regulators the chance to control and
monitor virtual currency transactions. He
said: ‘The information in the blockchain
and how it works is something we need
to use and we must be very proactive in
anticipating threats from cyberspace.’
Clearly, such data could be essential
for accountants and auditors seeking to

produce and check books for companies
using virtual currencies, and also for
financial institutions that have to log
suspicious transaction reports with
anti-money laundering agencies. Ryan
Lazanis, founder of Canada-based online
accounting service Xen Accounting,
sees a bright future for blockchain, for
example. He said: ‘The blockchain as
a technology is far more powerful and
exciting than Bitcoin as a currency. It is
pure, secure and trustworthy.’
While Europol and European banking
and technology companies discuss ways
to improve virtual currency regulation and
how to work with blockchain technology,
the US has gone a step further with
the formation of a Blockchain Alliance.
The grouping includes US government
agencies, the FBI, the Secret Service,
the US Justice Department and virtual
currency companies.
The idea is to save time by creating a
single point of contact between the virtual
currency companies and the agencies of
the state. It is headed by Jason Weinstein,
who left his post as US deputy assistant
attorney general to join virtual currency
business BitFury Group in March 2015. He
said: ‘The alliance will facilitate discussion
between the industry and regulators.’
And in another example of privatepublic cooperation, Microsoft has signed
an agreement with Europol and had
a speaker at the conference. Looking
ahead, Richard Domingues Boscovich,
assistant general counsel, digital crimes
unit, Microsoft, said new technologies
would provide further opportunities for
cyber criminals.
He said: ‘Cybercrime is going to
be around for some time to come. As
everything goes towards automation and
everything gets computerised, criminals
will gravitate towards these things.
Creative people are great but they never
think about the bad stuff and so now we
look at all of our new products to see if
there are unintended purposes to which
they could be put.’ ■
Andrew Burnyeat, journalist based in
The Hague
For more information:
To hear more on fighting fraud and
money laundering, see ACCA’s
Accounting for the Future virtual
conference at www.accaglobal.
com/accountingforthefuture
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The view from

Markus Susilo, partner, Crowe Horwath International,
Dubai, and lover of the nomad existence
is signiﬁcantly increasing from foreign
companies and investors – and so is the
demand for professional services too.
We’re a dynamic economy in terms of
opportunities and competitiveness, yet
we’re still developing from a regulatory
perspective. That places unique pressures
on those with responsibility for risk,
internal audit, reporting and company
secretarial functions – they’ll almost
certainly face challenges they’ve not had
to contend with elsewhere.

I trained in industry before moving
into practice. I’ve worked in developed
and emerging economies, managing
crossborder projects that tie together
all the major resource functions, and in
jurisdictions at both ends of the regulation
spectrum. What appeals to me now is
using my experience to take a helicopter
view of different businesses. My own
specialist ﬁelds are corporate governance
and company startups – clients that
engage us here are often already
established overseas. I help them apply
innovative thinking to make their business
models and customer propositions
work for the UAE market while meeting
statutory and regulatory requirements.
Dubai is aggressively marketing Expo
2020. It’s one of the reasons interest

People say all
accountants
need soft skills;
I don’t agree

People say all accountants need soft
skills; I don’t agree. Yes, it’s important
to offer development programmes that
embrace and build on aptitudes while
addressing weaknesses – that’s what
generates loyalty and enhances overall
service delivery capability. At Crowe
Horwath we encourage people to think
long term. Not everyone wants to be a
senior manager or a business developer.
You don’t have to be outgoing to get
on; you might have deep insights into a
niche sector or technical function that are
relied on by colleagues more comfortable
in client-facing roles. We have to play
to everyone’s strengths, and for me a
willingness to keep developing – whatever
your personality – is the personal quality I
most look for when hiring.
I’ve been nomadic since I was 18. I’ve
always enjoyed studying, working and
living in other countries, throughout
western Europe and the Gulf. Dubai is
a must-have for expats wanting to build
international experience. I put a high value
on international connections, for business
and professional development, and also to
make friends, so living here is ideal.
Mountains and hiking are an escape
from the pressures of work. I developed
a love of outdoor sports while living and
working in Austria, and go back there
a lot in summer. Here in the Gulf, there
are beautiful mountains in Oman that I
enjoy very much – but the temperatures
mean that, for me, hiking there is strictly a
wintertime activity. ■

Snapshot: internal audit
Increased scrutiny on boards,
higher expectations around
business conduct and integrity,
and more onerous disclosure
requirements have resulted in
greater reliance on internal audit.
While this is particularly true
in ﬁnancial services, companies in
other sectors face similar demands
and increasingly value the skills
and insights of the internal audit
function. It has an important role to
play around complex risks as well,
in areas such as cybercrime, which
are high up the board agenda.
Delivering the required
assurance and support with an
expanded remit and limited
resources is leading many internal
audit teams to turn to co-sourcing
to ﬁll resource gaps and assist with
new risk and reporting areas.
It also means internal auditors
with the right skills and qualities
are in high demand. In particular,
companies need people who can
operate at the most senior level,
are visible and strategically minded.
Soft skills around communication
and the ability to see problems from
different perspectives are key, but
difﬁcult to come by. All of this is
putting upward pressure on salaries.
In return, it is a discipline
that offers exposure to senior
management and the opportunity
to gain a broad perspective across
business areas and geographies,
making it a rewarding career choice.
Gordon Craig, director of
internal audit, 3i
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Adapt or be swept aside

A roundtable discussion at ACCA’s International Assembly in London in November
warned that the profession must embrace change to succeed into the future
Addressing the theme of ‘the
profession the world needs’ at ACCA’s
International Assembly meeting in
November, panellists identified the
challenges facing accountants today.
One of these challenges stems from
the need to learn the lessons of the global
financial crisis in order to avoid repeating
past mistakes while still encouraging growth.
Melanie McLaren, executive director,
codes and standards, at the UK’s Financial
Reporting Council, said: ‘Our stakeholders
want assurance that we have learnt the
lessons from what’s gone wrong in the
past, as well as capturing what’s worked
well. But we have had a crisis and periods
of austerity, and people want economic
growth. So there’s a particular emphasis
on reducing the burden on business.
‘In the UK and internationally,
regulators are having to work harder to
justify any changes or new standards
they put into place. They have to be
proportionate and support economic
growth over the longer term. That means
we have to get better at doing the things
accountants are meant to be good at –
looking at the cost-benefit analysis.’
However, regulators on their own

cannot succeed in raising standards
of accounting, reporting or corporate
governance, McLaren admitted. She said:
‘In recent years regulators have had to
show that we have big sticks to wield and
there’s a degree of mandation. But that’s
about setting minimum standards, and I
encourage the profession to be ambitious
around making improvements and working
with regulators to nudge things forward.’
This more voluntary approach to
encouraging best practice has long been
captured in the UK’s ‘comply or explain’
approach to the UK corporate governance
code, while Australia has what McLaren
termed the ‘clearer and more concise’
version of ‘if not, why not?’
She added: ‘Regulators can’t continue
to raise the bar just by setting regulations.
We all need to work together in the public
interest to attain long-term sustainability.’

The middle ground
Paul Druckman, CEO of the International
Integrated Reporting Council, also
highlighted the need for a new approach
to regulation and a longer-term
focus. ‘We have been having a binary
discussion about voluntary or mandatory

[requirements],’ he said. ‘There is a middle
way – where there is something you
should do rather than something you want
to do or have to do.’
Having recently attended meetings
of the G20 and the B20 (independent
business associations from the G20
economies) in Turkey, Druckman sensed
considerable interest in the idea that ‘we
have gone too far towards “hard” law’. He
said he had also heard a lot of talk about
‘thinking longer term – that doesn’t mean
long term but longer term; and looking
forward, not just back’.
Panellists also highlighted the need for
greater harmonisation in a variety of ways
if the profession is to maximise its positive
impact in the world. Petr Kriz FCCA,
president of FEE, the European Federation
of Accountants, referred to the audit
reforms being implemented across Europe.
‘There are so many member state options
that creating alignment is pretty difficult,’
he said, calling on member states to
coordinate their actions as far as possible.

Going global
Kriz urged professional bodies to push
for more international harmonisation for
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instant results, and yet to grow someone
who can commune with the board takes
time and experience,’ she said. She
challenged the profession to find new,
faster ways to ‘get professionals up to
speed and interacting in the right way’.

Accountant as concierge

the benefit of their members. ‘The more
international the profession gets, the
more opportunities members will have,’
he said. ‘They can move crossborder,
or stay where they want and work on
crossborder issues.’
Kriz also urged professional bodies to
‘promote and prefer quality over quantity’.
He said: ‘This will help society and the
public interest, but will also help the good
practitioners to distinguish themselves
from the bad guys, and build trust in
professional accounting organisations.’
The importance of developing highly
skilled professionals was emphasised by
Sarah Blackburn, global treasurer and
past president of the Institute of Internal
Auditors. She argued that internal auditors
already have broad skills – capability in risk
management, in financial and non-financial
areas, and in assurance around strategic
and narrative reporting. These skills are
need by audit committees and others
having to report externally, who want more
assurance to support their reports.
She said: ‘The challenge internal audit
has, along with every other part of the
profession, is the shortage of highly skilled
people to do the work. We are looking

The risk is we get
stuck in a beancounter world, and
unless we develop
the skills, we
face a bleak and
underpaid future
for people who can talk to the board, to
non-execs on the audit committee, who
have knowledge of the organisation and
understanding of its culture, and have the
ethical resources – which are grounded
in being part of a professional body – to
understand how their work relates to the
public interest.’
She expressed concern that there are
fewer opportunities today for individuals
to serve apprenticeships in a range of
audit and assurance roles and so gain
the necessary capabilities. ‘People want

All panellists picked up on the challenge
facing the profession from new
technology, digitalisation and big data.
Kriz warned the profession would
face ‘external competition, particularly
from IT companies and new economy
companies – because this is about big
data processing and analysing data, and it
will need large investments’.
Blackburn suggested that
sophisticated data processing and
analysis would replace some accounting
activities, and that the profession should
focus on ‘the luxury end of the market –
personal service’. She said: ‘Maybe there
will be fewer accountants in the world, but
we will be the ones acting as a concierge,
helping organisations and individuals
through the maze of regulation and all the
other pressures they face.’
Druckman endorsed this theme,
saying: ‘We need to get away from being
those that provide data to those that
actually understand data. With technology
and big data, the problem we have is
data overload. So what is important?
What are the key things that your clients
don’t understand or management
don’t understand that may have a
financial aspect and that’s not just about
transactions?
‘The risk for the profession is that it
gets stuck in bean-counter world, and
unless we develop the profession with the
skills and talent where it can be more in
the world of analysis and understanding,
then the profession could face a bleak
and underpaid future.’
McLaren emphasised the opportunities
provided in a high-tech future world: ‘We
may need to take some risks ourselves
in addressing this new world,’ she said.
‘We need to use our imagination and all
the skills we learn as professionals about
exercising judgment and thinking through
scenarios in a mindful and opportunistic way.’
ACCA president Alexandra Chin
concluded the discussion by summing
up the mood in the room: ‘Change is
unavoidable. We must all embrace the
change that is coming and stay relevant.’ ■
Sarah Perrin, journalist
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Is China still on track?

China’s economic slowdown has sent shockwaves across a world now accustomed to
depending on it to drive growth. Will the deceleration derail the global economy?

C

hina has come to be seen as a crucial engine of the
international economy. Over the past decade the
country has accounted for over a quarter of total
global growth. Its voracious demand for raw materials has
also powered the expansion of other emerging market
giants, such as Russia and Brazil. This boost has been all the
more important at a time when many mature economies have
been struggling to recover from the 2008 financial crisis.
Signs that the Chinese locomotive is losing momentum
have accordingly been greeted with alarm around the world.
Economists have scaled back their forecasts for global growth
and equity markets have fallen sharply. Is this fear justified? And
can the global recovery survive the Chinese slowdown?
A degree of concern over the outlook for China is
understandable. After decades of
breakneck expansion, the US$10.4
trillion Chinese economy is now
responsible for 13% of global output,
according to the International
Monetary Fund. Many businesses look
to the country as their main source of
earnings growth. German carmaker
Volkswagen, for example, has been
generating about 60% of its corporate
profits in China.
China has an outsized impact on
commodity markets. The country
recently took over from the US as the
world’s biggest oil importer and has
accounted for about half of the global
demand for industrial metals such
as copper and steel in recent years.

Concerns about China’s economic weakness were among the
main drivers of sliding commodity prices in 2015, which took a
toll on growth and investment returns in commodity-producing
nations and businesses. While the effect was most keenly felt by
African oil exporting and mining nations such as Nigeria, Angola
or South Africa, it has also taken a toll on commodity-reliant
rich nations, including Australia. And while the UK economy, for
instance, is not reliant on raw materials, its stock market is: about
a fifth of the capitalisation of the MSCI equity index for the UK is
linked to energy or materials.
‘The world had come to lean heavily on China,’ says Marc
Chandler, head of currency strategy at Brown Brothers in New
York. ‘Many have also got used to the idea that the managed
Chinese economy was largely immune to the business cycles that
affect other nations. That was always a
little unrealistic.’
Still, investors and economists
may have become overly pessimistic
about the threat posed by a Chinese
slowdown. ‘It is a disappointment
rather than a disaster,’ says Mark Zandi,
chief economist at Moody’s.
For a start, fears of an economic
hard landing in China look exaggerated.
Much of the concern has stemmed
from a combination of weakness in the
manufacturing sector and a collapse of
the domestic stock market. Purchasing
managers’ indices (PMIs) for industry,
which measure activity, have fallen to the
lowest levels in over six years. And after
a powerful rally in the first half of 2014,

‘Many have got
used to the idea
that the managed
Chinese economy
was immune
to the business
cycles that affect
other nations’
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the Chinese stock market plunged, collapsing 40%
▲ Slower route for
commodity prices, to which Chinese worries have
between June and early October. Still, neither of
China’s express
contributed, may be bad news for exporters,
these factors seems likely to cause the economy
After 30-odd years of
but it boosts consumer spending power in the
significantly to undershoot the government’s 7%
double-digit growth that
US, Japan, the eurozone and the UK. If Chinese
GDP growth target.
turned China into the
growth remains relatively weak, economists
While industry has been slowing, this partly
second biggest global
believe the government will allow a further
reflects government policy to shift the main
economy and a production
depreciation of the renminbi, which is now more
driver of national growth from investment to
line for the world, its rate of
responsive to market forces after a currency
consumption. Retail sales continue to expand
growth has subsided into
reform in August 2015. A weaker renminbi would
at over 10% and PMIs for the services sector
single figures
lower the price of Chinese imports, resulting in
have pointed to greater strength. The economic
cheaper prices and higher disposable incomes
damage arising from the stock collapse is also likely to be
for shoppers around the world.
relatively contained. Only about 6% of the wealth of households
Finally, a domestic downturn may boost the eagerness of
is stored in equities, compared to almost half in property.
Chinese citizens to invest overseas as they search for higher
returns. Tom Bill, head of London residential research at Knight
Still in positive territory
Frank, believes that property in the UK capital, and other global
Meanwhile the crucial housing market has shown signs of
cities, has come to be seen as a safe haven by many wealthy
stabilising after a worrying decline in the first six months of
Chinese investors. The appeal of such diversification is increased
2014. ‘Add in the fact that the Chinese government still has
by the recent volatility in Chinese stocks.
plenty of flexibility to boost demand – through both fiscal and
A similar principle may also help sustain Chinese foreign
monetary policy – and an abrupt collapse of growth should be
direct investment in Africa, which has been seen by many as
avoided,’ says Andrew Kenningham, senior economist at Capital
a key driver of growth for the continent. ‘Many Chinese firms
Economics. Pessimists also often forget that because of China’s
could respond to weak demand at home by seeking to expand
greater scale, a slower growth rate still makes a hefty contribution their operations abroad,’ says John Ashbourne, the Africa
to international demand growth. Even if China’s GDP expands by
analyst at Capital Economics. ‘This might be especially true for
‘only’ 6% in 2015, that would add one percentage point to global
construction and infrastructure firms.’
growth – the same as in 2005 when China grew by 11%.
It is also worth noting that the impact of Chinese foreign
Second, while China has become a key driver of global
direct investment to Africa, though growing, might not be
growth, it is important to put the country in perspective.
as important as media reports suggest. A 2015 paper by
Companies in the US-based S&P 500 index rely on China for just
Heiwai Tang and Wenjie Chen for the Brookings Institution in
4% to 5% of their profits. In the eurozone, about 6% of revenues
Washington concluded that Chinese direct investment in Africa
are derived from China, compared with about 10% to15% for
accounted for just 3% of the continent’s total investment stock –
the UK. ‘For most wealthy countries a moderate deceleration in
though that figure is growing fast.
China is not sufficient to halt economic growth,’ says Zandi.
Fourth, there are other powerful drivers of the global
Third, there are even some positive aspects to the China
economy that are likely to help offset Chinese weakness. The
situation that may help to cushion the blow. The slide in
US, the world’s largest economy, has been on the mend

»

01/2016 Accounting and Business

INT_I_China.indd 33

08/12/2015 14:30

34

Insight | Global economics

over the past year, with GDP expanding by 3.9%
▲ The lights grow
forecasts that the region’s GDP in 2016 will
in the second quarter of 2015, after two upward
dimmer
expand by between 3% and 4%, down from
revisions. Even the economies of sub-Saharan
Around two-thirds of
about 5% in 2014. The International Monetary
Africa, widely seen as among the most notable
businesses at the October
Fund has been more upbeat, and as of April 2015
victims of a Chinese slowdown, may be able to
2015 staging of China’s
was expecting a growth rate of 5.1% for 2016.
cope better than expected.
largest trade fair – the
One reason for this optimism is that while
Of course, China’s strong growth has been an
China Import and Export
demand growth for commodities from China has
important contributor to Africa’s rising prosperity.
Fair – expected the export
been slowing, total demand is still rising. What’s
In 2009 China took over from the US as Africa’s
market slowdown to persist
more, trade with China is relatively concentrated.
largest trading partner. As a result, China’s more
for at least six months
Fewer than half of African economies run a trade
moderate rate of industrial expansion over
surplus with China. Five countries – Angola, South
the past year has been painful. Large copper producers, such
Africa, the Democratic Republic of the Congo, the Republic of
as Zambia and the Democratic Republic of the Congo, have
the Congo and Equatorial Guinea – account for about 75% of the
suffered from falling demand from the Chinese construction
continent’s exports to China, according to a recent study by the
sector, which deploys the metal in electrical systems.
IMF; nations outside this group will be far less affected.
Finally, there are plenty of internal reasons for Africa’s progress
Africa pain
over recent years. ‘Consumer confidence has been high in many
To the extent that worries over China have also exerted a
parts of the continent,’ Ashbourne says. ‘We have been seeing
depressing effect on the oil price, the continent’s eight oil
the spread of access to the internet, and thus banking services,
exporters – which collectively account for about half the region’s
which has been pushing the region forward. And over the past
GDP – have also been under strain. Yet it would be a mistake
decade the standard of governance has also been improving.’
to blame the weakness of the oil price on China alone. The oil
The deceleration in China is undeniably an unwelcome
price decline pre-dates fears over China and was largely driven
development for the global economy and financial markets. But,
by a surge in US oil production, along with the reluctance of the
up to now at least, the impact on the global economy looks likely
OPEC oil cartel to curb production in response.
to be manageable. ■
Still, the situation in China does not mean an end to Africa’s
recent economic progress, says Ashbourne. ‘The reversion to a
Christopher Fitzgerald and Fernando Florez, journalists
more normal growth rate in China has been going on for over a
year now and yet sub-Saharan African nations have continued to
For more information:
press ahead,’ he says. ‘We do not expect growth in sub-Saharan
Africa to grind to a halt. Indeed, we believe growth will remain
To read the Brookings paper Why is China investing in Africa?
robust by any reasonable global standard.’ Capital Economics
Evidence from the firm level, go to bit.ly/China-in-Africa
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The price of corruption

While standards of compliance have risen across all markets, corruption still imposes a
heavy cost on ethical companies and acts as a deterrent to potential investors
30%
n deals to
Lost out o mpetitors
co
corrupt

Lost business

Anti-corruption agreement

In its latest annual survey of business
41
attitudes to corruption, consultancy
Pulled out of a %
deal
Control Risks concludes that corruption
of risk of corru because
ption
imposes a heavy cost on international
business. Although the picture is
30%
Didn’t do business
improving, investors are still deterred
in a coun
be
cau
se of corruption risk try
and deals killed off by corruption risks.

There is broad agreement globally – even
in countries with relatively high levels of
corruption – with the proposition that
international anti-corruption laws are
improving the business environment.

Staff whistleblowers are your best allies

18% Strongly agree
46% Agree
22% Disagree
8% Strongly disagree
6% Don’t know

It is better to be alerted by concerned employees about compliance
infringements and to take action than to wait for a call from law enforcement.
However, the survey points to potential weaknesses in compliance.
Percentage of organisations that have
conducted an internal investigation into
suspected corruption
11%

35%

51%

For more information:
Read Control Risks’ International
business attitudes to corruption
2015/2016 survey (which includes five key
recommendations for strategic
anti-corruption measures that enterprises
can employ) at bit.ly/CR-2015

51% No investigation | 35% Internal whistleblower | 32% Internal fraud discovered |
19% External whistleblower | 11% Requirement by regulator |
9% Press report | 8% Finding of benchmark exercise

48%
37%

35%
18%

46%
35%

31%

27%

Singapore

Middle East

14%

Indonesia

Germany

23%

France

Mexico

20%

39%

India

24%

US

38%

China

43% 41%

Colombia

Companies based in non-Western countries
are more likely to lose deals to unethical
competitors. Those based in Nigeria
suffer most heavily, with 48% of deals lost
to corrupt rivals, followed by Indonesia
with 46% and Colombia with 43%. Only
businesses based in the Middle East
(principally, the UAE) matched those in
mature economies in losing fewer deals to
corruption than the global average. The
dotted line in the graphic represents that
global average (30%).

Companies that have failed to win contracts where there is strong
circumstantial evidence of bribery by the successful competitor

Canada

Developing and emerging
economies feel the pain

Australia

32%

South Africa

19%

Nigeria

8%

UK

9%

Brazil
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Fixing the broken model

There’s a growing agreement that corporate reporting isn’t giving investors the information
they need. But how can this be rectified and who should be in charge of making it happen?

A

t the recent PwC ‘Meet the Experts’ conference on
financial reporting, the audience was asked whether
they thought that financial statements would retain
their relevance for users in the coming decade; 76% of
(preparer-heavy) attendees thought that they would. The
answer surprised many of the speakers at the conference, for
good reason.
The clamour for reform of corporate reporting has steadily
grown in recent months and years – there is a general view that
corporate reports have become too long, that financial information
is too complex, that disclosures in particular have reached an
unmanageable volume, and that the amount of non-financial
information provided by companies is making comparison
between companies and across sectors increasingly difficult.
The audience’s answer, though, reflected the fact that users
will always need financial information and corporate reports
will always be the vehicle that delivers it. However, the more
fundamental, underlying question is what will corporate reports
actually look like in 10 years’ time?
It is clear that the momentum for a complete overhaul of
corporate reporting is steadily growing. A number of international
bodies are working on projects that are designed either to tackle
complexity and information overload, such as the International
Accounting Standards Board’s (IASB) Disclosure Initiative, or to
attempt to standardise the increasing volume of non-financial
information provided by companies (such as the European
Securities and Markets Authority’s guidance on alternative
performance measures). At the same time, the requirement for
additional information from regulators
is growing, from country-by-country
reporting to the disclosure of risk
policy. The result is a mass of often
overlapping and confusing information,
with little apparent logic behind it.
Add into the mix rapidly evolving
technology that is changing the way
financial information is used and read,
and it seems that corporate reporting
is falling very quickly into a box marked
‘unfit for purpose’.

Who’s in charge?
What the situation lacks is a common
viewpoint on where corporate
reporting should go – or at least
someone who is prepared to co-

ordinate the evolution. Part of the problem is that no single
body has responsibility for corporate reporting as a whole. The
IASB can explore ways of simplifying the reporting of financial
information but, as Ian Mackintosh, deputy chairman of the
IASB, told the recent International Integrated Reporting Council
(IIRC) conference, ‘we are constrained by our existing mission’.
There are also clearly limits to what the IASB can do through
International Financial Reporting Standards (IFRS) alone. IASB
member Steve Cooper pointed out at the Meet the Experts
conference that ’simplification [of accounting standards] would
be welcome, but I’d challenge anyone to achieve that, given the
complexity of business’.
One option is for the IASB to widen its remit beyond financial
reporting. The trustees of the IFRS Foundation are considering
the responses to its consultation on proposals to enhance the
structure and effectiveness of the organisation, which asked
whether the IASB should play a more active role in developments
in wider corporate reporting. The trustees themselves, though,
said that they ‘continue to view the organisation’s existing forms
of co-operation as a more appropriate approach than the IASB
broadening its scope of work into areas outside the traditional
boundaries of financial reporting. Mackintosh said it was ‘an
open question whether we should be more involved or not’.

Coordination and integration
There are initiatives intended to bring more cohesiveness and
logic to corporate reporting, the most high-profile of which
is integrated reporting (described by the IIRC as ‘a concise
communication about how an
organisation’s strategy, governance,
performance and prospects, in the
context of its external environment,
lead to the creation of value in the
short, medium and long term’). The
Corporate Reporting Dialogue,
launched in 2014 and in which the
IASB, Financial Accounting Standards
Board (FASB), IIRC and Global
Reporting Initiative all participate, is
attempting to create a coordinated
discussion about the various
reporting frameworks, standards and
requirements around the world, but
progress has been slow.
So now the Fédération des Experts
Comptables Européens (FEE) has

‘Accountants
are uniquely
positioned to
begin the debate.
We are natural
intermediaries
between users
and companies’

»
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taken on the task of ramping up the debate with a new
discussion paper, The Future of Corporate Reporting
– creating the dynamics for change. The paper
argues that the audience for corporate reporting
is growing and diversifying, new business models
are developing, and technology is transforming
our environment at an unprecedented pace – but
corporate reporting is failing to keep up with
developments. The paper intends to
kick-start the debate that needs
to happen and hopefully

encourage some sort
of consensus (or at
least coordination)
internationally among users,
preparers, regulators, standard setters
and governments. It is a step outside
FEE’s usual remit, having previously
concentrated on financial rather than
corporate reporting.
‘This has had a long incubation,’ says
Mark Vaessen, chair of FEE’s Corporate
Reporting Policy Group. ‘It’s clear that
there is a need for debate, so we need
to stimulate the initiative. This is a
substantial thought-leadership piece
for us.’
Hilde Blomme, FEE’s deputy
CEO, stresses that the paper is not
a FEE view on the future, but brings
together different views from a wide
variety of stakeholders. Vaessen adds
that accountants are uniquely positioned
to begin the debate: ‘We are natural
intermediaries in the accounting
profession between users and companies.
We have to arbitrate between the two. It’s a
natural role for us.’
The FEE report discusses the various
developments in financial and corporate
reporting, as well as initiatives to simplify
accounts and improve communication. It

describes integrated reporting (IR) and
the IIRC’s IR framework as ‘promising’, but
adds that IR is still developing and in an
experimental phase: ‘It needs to evolve
further to fulfil its mission to establish
integrated reporting and thinking within

reporting practice as the norm.’
In its report, FEE puts forward its own
suggestion. It says that the ultimate aim should
be ‘a single, easy-to-understand report’ that aims to
address the needs of a wider stakeholder audience. As
a way of achieving this, it puts forward a ‘core and more’
approach. The ‘core’ is an overarching report or executive
summary, which would include ‘key information that is
important for understanding the company’s affairs, key
financial results and additional information that’s considered
relevant and material for the company’s stakeholders’, based
on relevance and materiality. The core report would include
information on ‘expectations for the future’. This would be
supplemented by (and hyperlinked to) a series of ‘more’
reports, containing additional information such as disclosures
for financial statements, to support the information in the
‘core’ report. Users could then pick and choose which detailed
information they needed.
The report raises a number of difficult questions that will
need to be addressed as part of the debate. Some of them
go to the basics of accounting, such as the primary qualitative
characteristics on which reporting is based.

Timing is key
The IASB’s Conceptual Framework names relevance
and faithful representation as the primary qualitative
characteristics, with other characteristics such as timeliness
and comparability supporting them. The FEE report, though,
concentrates on the relevance and timeliness of information,
even if that comes at the cost of comparability. ‘For users,’ it
says, ‘the timeliness of financial information is key. Users seem
to be prepared to take risks and rely on incomplete and even
unreliable financial information, if it is produced on a timely
basis. It is a critical choice whether all of the corporate report
should be prepared and issued at the same time, or whether
some information may be issued later or earlier or when
relevant events occur.’ It adds that relevant information ‘is
buried in the ever-increasing volume of financial information’
and that financial statements need to evolve to retain their
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relevance and not be seen merely as a
compliance exercise.
‘Relevance is more important to
me than comparability,’ says Vaessen.
‘There will always be a certain
level of comparability because of
market forces, but relevance trumps
comparability.’ Blomme adds that
‘anyone expecting comparability to be
the priority in this will be disappointed’.
Crucially, the ‘core and more’ reports
would not necessarily have to be
available at the same time – the
core report would need to be
timely, while ‘more detailed
information such
as specific

develops in the market,’ says Vaessen.
The UK has done it with the FRC’s
Reporting Lab – maybe we could
replicate that.’
The FEE paper is open for
consultation until the middle
of 2016, after which FEE will
come up with a list of policy
recommendations. One of
the first and most important
questions to answer, though,
is who will be in charge of
taking things forward
from that point.
‘We don’t have
the answer
to that;

The audience
for corporate
reporting is
diversifying,
but corporate
reporting is
failing to keep up

disclosures
could become
available at a later
stage’. ‘Maybe we need to
step away from a purely periodic
approach to reporting,’ adds Vaessen. Instead, reporting
could be a combination of the dynamic, periodic and ad hoc,
with information updated depending on the relevance and
urgency of the information and when it becomes available.
One of the biggest areas of corporate reporting in need of
attention is non-financial measures and information. The paper
argues that its increased use means an international framework
is becoming essential. It cites an article by Robert Elliott,
former chairman of the American Institute of Certified Public
Accountants, published in 1998, which illustrated the diminishing
influence of financial statements on markets and said there is
need for ‘decisive leadership’ in developing a common
international framework for non-financial information. ‘Financial
reporting is well-developed,’ says Vaessen. ‘It’s other areas that
need attention.’
‘The crux of what our report is trying to achieve is how to put
some structure around the unstructured information,’ he adds.
‘It’s open to all kinds of manipulation – boards talk about what’s
important to them, but without the key performance indicators
to measure them. It can often be a story that’s not based on fact.’
The FEE report stresses the need for the accountancy
profession to innovate if a solution is to be found. ‘Innovation

there are a lot of players
in the debate,’ says Vaessen.
‘But it will certainly need government
support. I see a lot of parallels to the 1970s when the
International Accounting Standards Committee was created.
The need for global accounting standards was seen and the
initiative was taken up by the profession. It took a long time, but
without a dot on the horizon, things won’t move.’ ■
Liz Fisher, journalist
For more information:
To hear IIRC chairman Paul Druckman on the profession
as the innovator of the accounting ecosystem, and IASB
chairman Hans Hoogervorst on the board’s role in this
evolution, visit ACCA’s Accounting for the Future event at
www.accaglobal.com/accountingforthefuture
FEE’s report can be found at tinyurl.com/nkzd7fp
Comments are requested by 30 June 2016.
See the Corporate Reporting Dialogue at
tinyurl.com/pueyv7d
Read more about integrated reporting at
www.integratedreporting.org
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Good behaviour
Reporting how a company’s activities affect children is important, as corporate activities
can affect their rights in a great many ways

T

here is a growing sense in society that companies should
behave responsibly, whether by contributing their fair
share of taxes, paying a decent wage or looking after
the environment. Those that don’t risk critical media headlines,
consumer boycotts and challenging AGMs. As the vulnerability
of organisations to reputational risks has become clear, so
the need for them to report on how they are assessing and
mitigating those risks has grown in importance.
Actions by companies that
adversely affect the rights of children
are particularly high risk. This should,
therefore, be a priority area for
companies to address.
‘There is no issue that is more
central to corporate sustainability than
children’s rights,’ says Leah Kreitzman,
director of public affairs at Unicef
UK. ‘Children are key stakeholders
of business – as consumers, family
members of employees, young
workers, and future employees and
business leaders. Their survival and
development needs differ from those
of adults, and they are particularly
vulnerable to violence, exploitation and
abuse. Businesses therefore need to

give children specific attention to ensure that they are managing
their potential impacts upon them. Many companies are starting
to do this, and the huge potential of the private sector to
positively impact children is starting to be realised.’

Room for improvement
A recent report by ACCA, Reporting on children’s rights, shows
that corporate reporting on this area is vitally important – and
that there is substantial room for
improvement. Adrian Henriques, vice
chair of ACCA’s Global Sustainability
Forum, and a sustainability, governance
and CSR adviser and researcher, says:
‘Although there is some company
reporting on issues related to children’s
rights, the extent of that reporting is
extremely limited. Many companies’
activities will directly or indirectly affect
children and their rights, so many more
businesses should be investigating this
area than currently do.’
Henriques says that obvious
candidates include manufacturers of
children’s toys and companies with
long supply chains that could be linked
to child labour through suppliers along

‘Many companies’
activities will
directly or
indirectly affect
children and
their rights, and
they should be
investigating this’
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that chain. But the financial services sector also has an impact on
children’s rights. For example, online paedophile activity could
be purchased using payment mechanisms. In fact, no sector
is exempt because children’s rights are affected by corporate
behaviour in so many ways.
‘Children tend to be more vulnerable to health impacts, so
a company’s environmental impact is an issue,’ Henriques says.
‘Children also have a right to family life, so if a parent is being
pulled away to work every hour of the day on a zero-hours
contract, what does that mean for a child’s family life?’
Henriques, who was involved in compiling ACCA’s report,
sees corporate reporting as a part of the process of protecting
children’s rights, and says the process must start with sound
due diligence. ‘The first thing companies must do is identify
their risks, and how what the company does has an impact in
this area,’ he says. ‘This can be challenging. Companies have to
acknowledge where they might be implicated, which takes some
intellectual work and effort. Reporting is then vital to make sure
that action is being taken to protect children.’

Reporting to children
Henriques also stresses the importance of involving children
in the process of considering and protecting their rights – for
example, by consulting children as appropriate when trying
to assess company impacts on them. ‘When it comes to the
reporting stage, companies should consider writing their reports
for the children,’ he says. ‘This rarely happens. Companies
shouldn’t always see these reports as written for the usual
audience – the opinion formers – but for the stakeholders they
are talking about – the children.’
A number of companies are taking steps to address and
report on the impact they have on children’s rights. Travel
company Kuoni, for example, has identified human rights,
including child protection, as a sustainability topic relevant to its
business and where it can exert relatively significant influence.
It has involved children in its impact assessments in India and
agreed a number of actions, including continued engagement to
prevent the sexual exploitation of children in tourism.
Global home furnishings business Ikea has implemented
policies for preventing child labour in high-risk locations,
including working with suppliers to help implement corrective
action if child labour is discovered. And Marshalls, supplier of
hard landscaping products in the UK and a global operator,
has integrated children’s rights into its core business practices,
publicising its children’s rights policy statement, conducting
regular impact assessments and reporting on its progress.
Faye Chua, ACCA’s head of future research, believes that
public reporting by companies is an important part of the
process of protecting children’s rights. ‘Corporate reporting
is widely used to increase transparency in other areas, such
as environmental impacts,’ she says. ‘Such reporting helps
stakeholders, including shareholders, to understand the risks
individual companies face. It is equally important to apply that
transparency to the risk of business impacts on children’s rights.
‘Companies can affect children in multiple ways. Some are

Getting it right
ACCA’s Reporting on children’s rights identifies five key
areas for reporting company impacts on children’s rights.

Context and risk
Some sectors and geographies are particularly at risk of
affecting children’s rights, as are businesses with long
supply chains. Companies should undertake a high-level
review before conducting a more detailed children’s
rights impact assessment. Results should be reported to
stakeholders, including children.

Policies and governance
After assessing the context and risk, companies should
develop policies and an action plan to address potential
impacts. Policies should reference internationally agreed
declarations and principles on human and children’s
rights. Governance mechanisms and responsibilities
for implementing policies should be set out and
communicated internally and externally.

Integration and action
Policies must be integrated into corporate strategies and
activities, with targets set and key performance indicators
developed to track progress against targets.

Monitoring and review
Monitoring of children’s rights protection could be
incorporated into existing audit activities and should be
reviewed regularly. Monitoring and review should generate
much of the information required for reporting disclosures
on the company’s children’s rights initiatives.

Remediation
Companies must be transparent about any abuses of
children’s rights they uncover. They need to develop
and implement remediation plans, and report publicly
on those plans to stakeholders. Systems and processes
should also be updated to mitigate future risks.

beginning to assess risks, forming policies and procedures
to mitigate those risks, and then reporting on these areas.
But these are early days and there is huge scope to increase
both the numbers of entities reporting and the quality of
their reports.’ ■
Sarah Perrin, journalist
For more information:
Read ACCA’s Reporting on children’s rights report at
http://bit.ly/1UONWk2
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Go forth and diversify

Versatility is the secret to success for small and medium-sized practices, which are facing
mounting challenges from a fast-changing market. Rosana Mirkovic explains

A

ny business must adapt as
the world changes around it,
and accountancy practices
are no exception. The environment
in which firms operate has
been transformed in
the past few years by
deregulation, rising
audit thresholds and
IT innovation.
The larger firms have
adapted by widening their range of services. Until
now, though, there has been little solid evidence of
how smaller and medium-sized practices (SMPs) are
adapting their business model.
According to the ACCA report The global SMP
business model survey: understanding a changing profession,
which looks at the services offered by smaller practices around
the world, SMPs globally remain highly focused around core
services. Tax and compliance account for 42% of SMP income,
while assurance (including internal audit) accounts for 40%.
However, the report, produced in partnership with the
Institute of Singapore Chartered Accountants, CECCAR in
Romania, the Malaysian Institute of Accountants, the Chinese
Institute of Certified Public Accountants and the Vietnam
Association of Chartered Public Accountants, also found that
the loss of audit income as a result of deregulation has been
substantial in Western countries. In the UK and Ireland, audit
now contributes just 12% to SMPs’ income, while in Asia Pacific it
accounts for 50%. Affected firms are making up the shortfall with
other offerings, such as tax-related services.
Non-core services accounted for 16% of practice income
across the firms sampled. The highest-earning non-core
services are risk management and the design of management
controls (4% of income), growth-related services (3%) and
financial management (2%). Even so, the report points out that
practitioners are ‘aware of the contribution of non-core services
to demand for their core offering in the long run; the proportion
of SMPs providing such services is far greater than what one
would infer from their share of practice income’. For example,
46% of firms sampled offer payroll services even though on
average this makes up less than 6% of a practice’s income.
The benefit of transferability of technical skills and the need
to explore other services and other revenue streams are clear
messages in the report. This is already happening: over 70% of
respondents were planning to introduce a new service over the

next two years, such as helping clients
monitor internal controls.
Deregulation has been a big incentive
for SMPs to innovate. In countries where the
impact of deregulation has been greatest, SMPs
have expanded service offerings to SME clients
rapidly and are exploring partnerships with
other organisations. Deregulation is more
advanced in Europe but the rest of
the world is following suit. This
suggests that diversification
of services will continue
globally – but SMPs
will need to be
strategic about their
investment in new services
if diversification is to be sustainable; there must be an emphasis
on generating client growth, referrals and repeat business.

Value-added services
So what does the research mean for SMPs around the world? The
report concludes that SMPs in the most rapidly evolving markets
have survived and thrived by transferring technical skills to higher
value-added services, and forming partnerships with other
organisations to give their own practice and their clients access
to a wider set of skills. Among the recommendations from firms,
professional bodies and regulators, one of the most important
for SMPs is to ‘close the loop that makes value-added services
sustainable’. They rarely make money in themselves but are an
investment for greater, more regular income in the future.
The threat from unregulated advisers remains very real, but
greater automation provided by cloud services means that large
practices are beginning to find the SME market more attractive.
SMPs have several weapons up their sleeve – their ability to offer
a personal service, consistency of staff and a lower cost base to
name but three – but with the world changing so rapidly, this is
no time for complacency. ■
Rosana Mirkovic, ACCA head of SME policy
This article first appeared on the IFAC Global Knowledge Gateway
For more information:
Read The global SMP business model survey:
understanding a changing profession at bit.ly/SMPs-survey
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Whatever your size

Good corporate governance should not be seen as a concern for
large companies only, says Rosana Mirkovic

N

o one would deny that corporate governance is
important to businesses. Done well, it protects both
the future of the business and the interests of its
owners and investors by setting the framework for monitoring
management’s actions and performance.
Most of us associate corporate governance with large, listed
companies. But good corporate governance is not just for big
business; it is important for organisations of all sizes. Some of the
biggest gains from good corporate governance could well be
captured by small and medium-sized enterprises (SMEs), which
are often seen as less rigorous in implementing it.
The benefits for SMEs of stronger corporate governance include:
reduced risk of conflict between family members, or between
owners who are active in the business and those who are not
improved access to credit – because investors have more
confidence in the business
faster business growth
greater protection from fraud, theft or financial mistakes –
because internal controls are stronger.
The problem for the SME sector, though, is that even SMEs that
want to improve their governance are hampered by the existing
frameworks and guidelines having been developed with large,
listed companies in mind.
The world’s governance frameworks rarely reﬂect situations
where a company’s owner is also its manager, or ownership by
family members. Instead, they follow an agent-principal model,
where a company’s managers are agents for the shareholders,
and systems and controls are conceived as encouraging
management to act in the best interests of shareholders.
In SMEs the agent-principal relationship is less likely to be
significant. For SMEs, corporate governance is mainly about
improving business performance and less about monitoring
management’s actions. And while there are many sources of
guidance on corporate governance for SMEs, that advice is
largely ad hoc across jurisdictions.

*
*
*
*

Governance for all
A new ACCA report, Governance for all: the implementation
challenge for SMEs, aims to open up the debate to SMEs. It
draws on material from a seminar organised by the Economic
and Social Research Council (ESRC), as well as the views of the
ACCA Global Forum for SMEs.
The report asks what good governance for SMEs should look
like and suggests a number of essential ingredients, including
clear reporting lines and clarity about how decisions are made
and risks controlled, appropriate internal controls related to

key risks, and
a framework
that promotes
understanding
of roles and
responsibilities and the
limits of authority.
The report argues that many SMEs would benefit from having
a board. The outside perspective and extra skills, experience and
networks that external non-executive directors (NEDs) can bring
could be hugely beneficial. One speaker at the ESRC seminar
cited UK research that suggested that family-owned firms that
had boards with greater gender diversity and more experience
with multiple directorships were less likely to fail.
The report points out that businesses are not static but
constantly evolving. This is especially true of SMEs and is the key
to understanding what they need from a corporate governance
framework. SMEs are heterogeneous, so any framework has to
be adaptable and ﬂexible in its application.

Triggers for change
There are numerous triggers for corporate governance change
in SMEs. One of the biggest is the emergence of a younger
generation in the business. As this generation gets involved,
the business as a whole has to think about how the role of the
founder or existing owner will change. The need for external
finance is another common trigger.
Yet it is not unusual for SMEs to resist adopting corporate
governance measures. Part of the problem is a lack of
understanding about how boards and NEDs work, as well as
the difficulty in finding high-quality NEDs. More often than not,
though, the biggest barrier of all to improving the corporate
governance framework of SMEs is simply that they have other,
seemingly more pressing priorities.
This is where accountancy professionals come in as SME
advisers. We need to explain clearly how SMEs can benefit
from strong corporate governance, and why the benefits will
outweigh the costs. And we need to show we all take corporate
governance as seriously for small businesses as for the largest. ■
Rosana Mirkovic, ACCA head of SME policy
For more information:
The ACCA report Governance for all: the implementation
challenge for SMEs is at www.accaglobal.com/ab/226
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Career boost

Great leaders know the difference between insight and implementation, says
Rob Yeung, plus preparing for that first client meeting will boost your confidence

Talent doctor: leadership

Dr Rob Yeung is an
organisational psychologist
and coach at consultancy
Talentspace
I recently started working with a
group of high-fliers in their 20s and
30s on a leadership programme. All
had been nominated by colleagues
for their determination and the
results they had already achieved, so
it was a group of motivated, hungryto-learn individuals.
We discussed leadership and the
need to rely on subtle tactics such as
empowerment and engagement rather
than heavy-handed methods such as
incentives or punishments. We worked
on self-awareness. We also touched on
the art of giving constructive criticism
assertively but not aggressively.
But perhaps the most important
lesson of all was the difference
between insight and implementation.

Written down, much of leadership can
seem facile. Who doesn’t know that
empowerment, self-awareness and
feedback are important?
Yet surveys consistently show that most
employees think their leaders do a poor
job. Around three-quarters of employees
report feeling disengaged rather than
excited by their jobs.
I would argue that most leaders
understand the importance of
empowering employees, of being
self-aware and of giving and receiving
high-quality feedback. But the difference
between understanding and doing is what
differentiates mediocre individuals from
truly high achievers. Knowledge of what
good leadership looks like is not the same
as being able to act upon it.

The gap between insight and
implementation at work is just
like the gap between insight and
implementation when people try to
lose weight. Most people know the
principles – eat less food, do more
exercise. So why do most studies
show that 60% to 70% of adults in the
developed world are either overweight
or obese? Clearly, understanding
the principles of weight loss is very
different from implementing them.
The same is true in the workplace.
Insight into leadership alone is not
enough. If you’re the kind of person
who is keen to improve, I’d suggest
reading fewer books about leadership
and self-improvement. Strong leaders
do not simply cram their heads with
more ideas. They set aside time for
changing their behaviour. They make
an effort to build small, beneficial
habits into their routines.
If you want to improve, think about
how you will translate good ideas into
concrete habits to incorporate into
your working life. Seek feedback from
key colleagues, perhaps at a certain
time every Friday. Spend 15 minutes
every Monday morning setting up a
networking meeting or two for the
following week. If you talk too much,
spend a few minutes at the start of
meetings asking more questions and
listening. If you talk too little, prepare
bullet points ahead of meetings.
The point is to change your
behaviour, routines and habits. Don’t
just assume that understanding
something is enough. You must, must,
must implement it too. ■
For more information:
To hear more from Rob Yeung
on how to be employable,
see ACCA’s Accounting
for the Future conference
at www.accaglobal.com/
accountingforthefuture
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In demand in China
Accountants with additional
business experience are the
most in-demand professionals
in China, according to ACCA.
Speaking to China Daily,
Stephen Heathcote, ACCA
executive director of markets,
said qualified accountants
who also had wider market
experience were highly
attractive to government and
regulatory organisations as
well as private enterprises.
As a result, they are currently
the ‘most sought-after
group of professionals in
the Chinese executive jobs
market’, Heathcote explained.
He added that increasingly
complex state-owned
enterprises were urgently
in need of accountants
who could understand
management accounting
or how cost drives value.
They also require the skills
of individuals who know
how to make investments
in response to market
developments around the
world and know how to create
dramatic efficiencies.

UK finance salaries rise
Starting salaries for individuals
entering the accounting
and finance professions
in the UK will grow by an
average of 3% over the next
12 months, according to
global recruitment specialist
Robert Half. Its salary guide
states that accounting and
finance salaries will continue
to rise due to a shortage
of accountancy skills in the
labour market. It found that
the vast majority (92%) of
CFOs cite challenges in
finding skilled professionals
to join their teams. Roles
in business and financial
analysis, general accounting,
and financial management
and control, are the most
difficult to fill. Concerns
about losing staff to other job
opportunities were also high
on the agenda for finance
executives. Some 87% worried

The perfect: first client meeting
The first meeting with a client is pivotal – it’s the right moment to build understanding and
common ground. It’s definitely the wrong moment to take over.
Business development specialist Michelle Daniels of Connected Thinking warns that
clients will be listening closely to what you say and also how you say it. ‘Preparation will
boost your confidence and ensure you make a good first impression,’ she says. ‘Send a draft
agenda ahead of the discussion. Encourage the client to adapt it, as this will highlight points
and issues that are front of mind for them, and don’t dwell on areas that aren’t of interest.’
In fact, don’t dominate the conversation. ‘The best client meetings are those where
the client spends most of the time talking. This enables the adviser to deepen their
understanding of the client’s issues and explore viable ways in which to offer help. It also
helps to build trust. Use open questions and
actively listen to the client’s responses.
They will note you are paying
attention and will be encouraged
to reveal more as a result.’
Always seek to clarify
any points you don’t fully
understand and avoid the
temptation of coming up
with immediate solutions.
The dangers are that you
may not yet know all the
relevant facts, and the client
may find you pushy.
Towards the end of
your meeting, summarise
your understanding of
what they’ve told you and
suggest some next steps that involve you
doing something and them doing
something.
And don’t forget your thank-you note.

about losing top performers.
Starting salary increases for
finance and accounting roles
within the financial services
sector are 2.7%, which is
higher than the 2.3% on offer
within commerce and industry.
According to the recruiter, the
most in-demand accountants
were those with between
five and 10 years’ postqualification experience.

Mental health at work
Representatives from leading
financial businesses, including
American Express, Barclays,
Credit Suisse, EY, Goldman
Sachs and Prudential, have
met in New York to discuss
how support can be given
to employees who suffer
mental health issues over
the course of their careers.

During the first-ever CEO
Summit on Mental Health in
the Workplace, held at the
New York Stock Exchange,
healthcare professionals
and business leaders
debated how companies
could foster a culture that
promotes, supports and
improves the mental health
of their employees and
their families. According to
the Huffington Post, which
reported on the event, they
also talked about how mental
health can be used as an
employee engagement tool
and as a means of creating
broader social change.
Discussions ranged from CEOs
sharing their own personal
experiences and perspectives
to explorations around the
substantial economic impact

of ignoring employee health.
Besides financial institutions,
companies from a range of
other sectors were represented
at the summit, including
media and real estate.
Speaking at the summit,
Stephen R Howe Jr, EY’s
US chairman and Americas
managing partner, said:
‘Companies must raise
awareness about mental health
and provide the necessary
support and resources in
order to build a more inclusive
culture that enables all
professionals to thrive.’ ■
Compiled by Sally Percy,
journalist
For more information:
www.accacareers.com
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‘How to’ video
Tony Grundy
talks about how
Lego has built up its
success brick by brick.
See the video at
bit.ly/ACCAplaylist.

To boldly go

In the first in a new series covering the strategic role of the finance function,
Tony Grundy examines how to create a vision and target value-creating activities

S

o much has changed since I qualified as an accountant
in 1980. Yes, we had computers but they were
unrecognisably different from the PCs and laptops of
today. The internet was only something software companies
did, mobile phones were inventions of science fiction, and
social media would have been fantasy.
The role of the accountant was all about recording
transactions, balancing books, management accounts and
external reporting, with a budget thrown in once a year.
‘Strategic plans’ were something that only oil companies did.
But faced with all these changes, it seems that we humans are
the ones who have failed to adapt. If the finance function is not

only to catch up with past change but also manage what is about
to come, it needs to have three things: vision, value-creating
activities and a strategy for finance.

Seeing things
‘Vision’ can be defined as a picture of the future role and focus of
the finance function and how it fulfils that. Vision can be captured
in words, visuals or both. It needs to balance being aspirational
versus inspirational, and being tangible versus practical.
Finance should consider doing some ‘from-to’ analysis of the
key shifts that might be needed to attain the vision. It might be
helpful to imagine where you are as a function compared with
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where you wish to end up, and break this down into a number of
‘from-to’ scenarios (see box).
With the latest IT systems, the modern finance function
should be able to step back from more routine transaction
reporting and become far more involved in challenging the
business fundamentals, and especially in challenging resource
allocation. Reporting, although a core role, has limited value,
as the past can’t be changed but the future can be. Equally,
‘controlling’ is a limited role, while ‘guiding’ (for example,
through education and coaching) and ‘facilitation’ can actually
create new economic value – and prevent value destruction.
The finance function is perhaps the most routine of all
departments, and a lot of time that might be spent on highervalue activities gets pushed back because of this. But routines
ought to be questioned: are they really needed and, if so, how can
they be done in the least possible time and with fewest resources?
Lastly, elements of a vision might be that finance moves from
a tactical role, where 85-90% of activity is spent on numbercrunching and reporting, to a strategic role, where that activity is
reduced to 20-25% (you should get worried if it is over 50%). This
may also help give the finance function a sense of being properly
involved in the decision-making.

Keeping score
One useful way of deploying this is to characterise some of the
more extreme ‘froms’ and ‘tos’ and to score these – from, say,
1 to 5 or 1 to 10. You score where you are now and then target
where you wish to be in the future (for example, to move from a
4 to an 8). The difference becomes the ‘strategic gap’ that you
then need to address with change strategies.
As for value-creating activities, I recommend using the model
of the ‘business value system’. This is essentially drawing up a
map of all the value activities that the finance function does and
how they operate together.
Working recently with the FD of a global company, we came
up with the following value-creating activities (with those at the
top being those where most attention and time had been spent):
1 Firefighting
2 Reporting
3 Meetings
4 Commercial and legal
5 Systems improvement
6 Cost management
7 People management within finance
8 Helping solve bigger business problems
9 Coaching
10 Acquisitions
11 Training
12 Coaching
13 Input to large bids
14 Strategic advice at board level
15 Coming up with own strategic ideas.
The FD was challenged to move the top item quite a bit lower
down and to elevate items 8, 13, 14 and 15. It was necessary to
scrutinise the value of all those meetings (item 3) and to spend

From here to there
From
Transaction focus
Reporting
Controlling
Routines
Tactical role
Detached

To
Resource allocation
Planning
Guiding and facilitation
Project work
Strategic role
Actively involved and proactive

less time on reporting (item 2) in order to make time for activities
that produced more positive, ‘turn-on’ value. This required major
adjustments to the FD’s time allocation, attention and mindset.
The FD also had to make major redeployments of senior staff.
This analysis took less than an hour, using the ‘business value
system’ visual tool, which is typically a series of circles connected
to highlight interdependencies.

Mind the gap
Finally, to develop a strategy for the finance function, you need
to evaluate your current position and consider where you might
take it (which your tentative ‘vision’ above has done for you). The
gap between the two – between the present position and the
future – is the ‘strategic gap’. You then assess the possibilities
for configuring finance as a mini business and generate the
strategic options. To do this I suggest using the following ‘lines
of enquiry’, where appropriate:
seek new value-creating activities
assess shifts in existing value-creating activities
consider what value-diluting activities you could stop doing
simplify activities
look at ‘insourcing’ versus outsourcing
review structure, skills and systems choices.
Once you have a list of options to consider, the next steps might
be the following: look at how interdependent these are; draw up
a matrix of the strategic options you have shortlisted against the
criteria on the strategic option grid, using, for example, strategic
attractiveness, financial attractiveness, implementation difficulty,
uncertainty and risk, and stakeholder acceptability; then rate
each of these between 1 and 3 (1 is worst, 3 is best) and thus out
of 15. You can then see what you need do to make each option
better and stress-test them (for example, by asking what the one
big thing is that you might have forgotten). ■

*
*
*
*
*
*

Tony Grundy is an independent consultant and trainer, and
lectures at Henley Business School
For more information:
www.tonygrundy.com
For previous Tony Grundy articles on strategy and
management theories, visit www.accaglobal.com/abcpd
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Welch workshop

In the second article in a two-part series, David Parmenter
looks at what finance teams can learn from the wisdom
and motivation techniques of leadership expert Jack Welch,
who set sparks flying at General Electric

J

ack Welch has a natural affinity with psychology.
Throughout his leadership roles he has been able to
motivate teams to achieve extraordinary results. He
recognised that besides financial rewards, factors that
leaders can use to enhance motivation are:
Enjoyable co-workers (great care in recruiting can ensure a
good team mix).
Interesting work that challenges and helps them grow.
Plenty of recognition (it is free).
Celebrations, and plenty of them. As Welch says: ‘Work
is too much a part of life not to recognise moments
of achievement’.
A shared goal (this requires great communication and selling).
Welch focused incessantly on the future and was therefore at
the forefront of many of the moves General Electric (GE) made
under his leadership. He saw change as an opportunity. He led
the e-commerce and the Six Sigma revolutions that were to have
such a profound impact on GE. He is quoted as saying: ‘Control
your destiny or someone else will.’
He was also clear in ‘defining the mission’. Leaders need
to define, establish and communicate to all layers of staff the
organisation’s mission, values, vision and strategy. As Welch says:
‘Everybody then has the same set of facts.’
Perhaps Welch’s greatest gift is his drive for simplicity. He
believes that strategy can be documented on five slides:
1 What does the playing pitch look like?
2 What have our competitors been doing?
3 What have we done?
4 What future events keep us awake at night?
5 What is our winning move?
He calls the winning move the big ‘Aha’ for the business: a smart,
realistic and relatively fast way to gain sustainable competitive
advantage. He sees strategy very simply as getting the right
people in the right jobs to drive the ‘Aha’ idea. He wanted his
organisation to ‘ponder less and do more’.

*
*
*
*
*

Innovating, challenging, stretching
Welch was a champion of innovation and wanted it to be part
of the GE culture. Workshops were called a ‘work-out process’,
where groups discussed better practices, at least 75% of all
recommendations from the brainstorming sessions had to be

given a ‘yes’ or ‘no’ by the manager at the close of the workshop,
and the remaining recommendations had a maximum 30-day
gestation period before a decision had to be made. This technique
forced the decision-makers to give innovation a go, allowing for
some failure, but getting much success at the same time.
Welch noted that the annual planning process led to a
‘splitting-the-difference negotiation’ – a target that would
minimise risk and maximise bonus, and one that looked
merely at some small incremental improvement on last year’s
performance. Instead of setting a fixed target in the future,
Welch introduced relative measures. In other words, bonuses
would be assessed after the year end, when results could be
assessed against market conditions and market share, etc.
He liked to see goals that were a mix of the possible and the
impossible. He went on to say: ‘Effective leaders are not afraid
to envision big results.’ By raising the bar so high, staff and
management were forced to totally rethink the route plan.
Finally, Welch was an avid reader of the financial and
management press and journals. He makes it very clear that
it is a leader’s role to be up to date. While truly great leaders
are probably born, not made, many good qualities can be
embedded in one’s makeup. Welch has gained an insight into
leadership that very few alive today can match. ■
David Parmenter is a writer and presenter on measuring,
monitoring and managing performance

Next steps
1 As a priority, read Winning, by Jack Welch with Suzy
Welch, published by Harper Business in 2005, available
at bit.ly/1JrBZ7W.
2 Find yourself a cluster of mentors and use their wisdom.
3 Email me at parmenter@waymark.co.nz and I will
send you an article about Jack Welch’s leadership style.

For more information:
www.davidparmenter.com
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The International Accounting
Standards Board (IASB)
issued an exposure draft
(ED) in May 2015, proposing
changes to the Conceptual
Framework. The discussion
paper’s proposals include a
revision of the deﬁnitions of
the elements in the ﬁnancial
statements, guidance on
derecognition, measurement
and the inclusion of items
in other comprehensive
income (OCI). The existing

Conceptual thinking
Graham Holt examines whether criticisms that the Conceptual
Framework lacks consistency and clarity have been addressed

Conceptual Framework has
been criticised for its lack
of clarity and conceptual
guidance, and for not being
consistent with the IASB’s
current thinking.
Chapter 1 in the ED
describes the objective
of financial reporting, but
most chapters focus on
the information provided
in financial statements and
do not address other forms
of financial reports, such as

management commentary or
interim financial reports.
The ED does not
propose changes to the
distinction between liabilities
and equity, even though
existing standards do
not apply the definitions
consistently and often
require greater disclosure
of those items classified
as liabilities than those as
equity. The IASB decided
to deal with this issue in its

Financial Instruments with
Characteristics of Equity
research project.
Many respondents to the
discussion paper felt that
the IASB should define and
use the ‘business model’
concept throughout the
Conceptual Framework, as
the entity’s business model
could affect the measurement
of assets and liabilities. Other
respondents disagreed, saying
that referring to the business
model could introduce
management bias into
financial reporting.
The IASB felt that the
nature of an entity’s business
activities plays different
roles in different aspects of
financial reporting, so the ED
does not include a general
discussion of the role of the
business model in financial
reporting. However,
the ED recognises that
when determining a
measurement basis for
an asset or a liability
and related income and
expenses, the business
model is a factor in estimating
how the asset or the liability
contributes to future cashflows
and whether income and
expenses should be included
in OCI.
Chapter 1 further identifies
the primary users of financial
reports as existing and
potential investors, lenders
and other creditors who
cannot require entities to
provide information directly
to them.
Respondents to
the discussion paper had
varying views. Some felt that
the primary user group was
too narrow and should

»
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include employees and
regulators. Others felt that
the definition was too wide
and should only include
equity holders.
In the view of the IASB,
existing and potential
investors need similar
information and the changes
to the objective of financial
reporting clarify the need
to provide information that
helps investors to assess
management’s stewardship.
The IASB removed the
reference to prudence in the
discussion paper because of
the possible inconsistency
with the concept of neutrality.
Some respondents to the
paper agreed with this
decision because of the lack
of understanding of what
prudence means and its
greater subjectivity.
However, many felt
that a reference to
prudence should
be reinstated
as prudence
is needed to
offset preparers’
optimistic bias,
and investors are
more concerned about
downside risk than upside
potential.
Exercising prudence aligns
the interests of shareholders
and managers, and recent
financial problems have shown
the need for prudence when
making estimates.
The concept of prudence
is often interpreted as the

need for caution in making
judgments about losses and
liabilities, with less caution
required with judgments
about gains and assets.
Others advocate a concept
of prudence that requires
more persuasive evidence to
support the recognition of
gains or assets than of losses
or liabilities.
Another
view is that a
measurement basis
The IASB removed
should be selected
the reference to
that recognises
losses at an
prudence in the
earlier stage than
paper because
gains. Prudence
of the possible
is defined by
the IASB as the
inconsistency with
exercise of caution
the concept of
when making
judgments under
neutrality
conditions of
uncertainty. The

IASB feels that prudence can
help achieve neutrality in
applying accounting policies.

Substance over form
The Conceptual Framework
does not include an explicit
reference to substance over
form and the IASB agrees
that making this statement
explicit would add clarity.
As a result, the ED proposes
that faithful representation
should provide information
about the substance of an
economic phenomenon
instead of merely information
about its legal form. The
reasoning behind this
view is that accounting in
accordance with its legal
form, even with relevant
disclosures, cannot result in a
faithful representation if the
economic substance of the
item is different.

There is no proposal to
reinstate reliability instead
of faithful representation,
because it appears that
reliability is linked by users
with the level of measurement
uncertainty and not with the
broader notion set out in the
original framework.
The IASB has found that
confusion can arise over
the existing definitions of
assets and liabilities. The
current definition of an asset
is ‘a resource controlled
by the entity as a result of
past events and from which
future economic benefits
are expected to flow to the
entity’, and that of a liability
is ‘a present obligation of
the entity arising from past
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events, the settlement of
which is expected to result
in an outflow from the entity
of resources embodying
economic benefits’.
It is thought that the
explicit reference to the flows
of economic benefits blurs
the distinction between the
resource and the resulting
flows of economic benefits,
and the term ‘expected’
is often interpreted as a
probability threshold.
The IASB proposes the
following definitions:
(a) An asset is a present
economic resource
controlled by the entity as a
result of past events.
(b) A liability is a present
obligation of the entity
to transfer an economic
resource as a result of past
events.
(c) An economic resource is a
right that has the potential
to produce economic
benefits.
The main changes from the
existing definitions are the
introduction of a separate
definition of an economic
resource and the removal of
the notion of an expected
inflow or outflow of resources.
The inclusion of expected
flows would have excluded
several items that are assets
and liabilities, such as written
and purchased options.
No major problems have
been identified with the
definitions of income and
expenses. The only changes
proposed are to make
them consistent with the
proposed definitions of assets
and liability. Some of the
classification requirements of
IAS 32, Financial Instruments:
Presentation, are inconsistent
with the existing Conceptual
Framework’s definitions and
the proposed definitions of
liability and equity.
The recognition criteria
in the existing Conceptual
Framework is based partially
on the probability that any
future economic benefit

associated with the item will
flow to or from the entity.
However, some standards
do not apply a probability
recognition criterion (IFRS 9,
Financial Instruments) and
those that do use terms that
imply different thresholds
of probability.
For example, terms such as
‘more likely than not’, ‘virtually
certain’ and ‘reasonably
possible’ are used in current
standards and this can lead
to inconsistencies and nonrecognition of items. The IASB
therefore proposes to base
the criteria for recognition on
the qualitative characteristics
of useful financial information.
The criteria therefore are based
on relevant information, faithful
representation and whether
the benefit of the information
provided by recognising the
asset or liability outweighs the
cost of doing so.

Derecognition
The existing Conceptual
Framework does not define
or describe the occurrence
of derecognition and, as a
result, the standards have
adopted different approaches.
The IASB proposes that the
accounting requirements for
derecognition should aim
to represent faithfully both
the assets and the liabilities
retained, and the changes in
the assets and the liabilities as
a result of the transaction.
An issue arises where
an entity disposes of only
part of an asset or a liability;
for example, where trade
receivables are sold with
recourse. The ED does not
advocate a control approach
or the risk-and-rewards
approach to derecognition
in every circumstance, but
describes the alternatives that
are available.
The IASB feels that the
best way to classify the
measurement bases is using
historical cost or current value.
Cashflows are often used to
estimate the measure of an
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asset or a liability, but the ED
does not identify cashflow
techniques as a separate
category of measurement.
The description of fair value
in the ED is consistent with
that in IFRS 13, Fair Value
Measurement.
The IASB felt that
conceptual guidance on the
use of the statement of profit
or loss and OCI is urgently
needed. However, no single
characteristic can be used to
separate items of income and
expenses into two clear-cut
categories, primarily because
there are many facets of an
entity’s financial performance.
Therefore, the IASB has
concluded that it is not
possible to define, or precisely
describe, in the Conceptual
Framework when an item of
income or expenses should be
included in the statement of
profit or loss or OCI. Instead,
high-level guidance is given.
The statement of profit
or loss should be as inclusive
as possible and only where
there is a valid reason should
an item be excluded. Only
in limited circumstances,
such as where the relevance
of information is improved,
should income and expenses
be included in OCI. The IASB
proposes to specify that only
income and expenses related
to remeasurements should be
included in OCI.
There is a presumption that
income and expenses included
in OCI must subsequently
be reclassified to profit or
loss where it enhances the
relevance of the information.
If this is not the case, then
reclassification will not occur. ■
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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Inching towards free trade
One thorny issue that continues to drag out the US-EU negotiations to strike a
Transatlantic Trade and Investment Partnership is investor-state dispute settlement
US president Barack Obama
secured the power to fasttrack trade deals last year,
preventing the US Congress
from subsequently unpicking
any agreement by voting
for amendments. The news
will have given hope to
weary negotiators trying to
forge a Transatlantic Trade
and Investment Partnership
(TTIP) deal between the
European Union and the US.
The talks have already
lasted more than two years,
and it’s clear that there are
still plenty of obstacles to get
round as far as accounting and

▼ Transatlantic free
trade squeal
The proposed Transatlantic
Trade and Investment
Partnership has run up against
civil society opposition in
Europe in particular

finance is concerned following
the 10th round of negotiations
in Brussels last July, and the
11th round in October in
Miami and Washington.
One thorny issue remains
investor-state dispute
settlement (ISDS), under
which investors can sue
governments in a private
tribunal if they believe their
interests have been affected
by authorities’ decisions.

Existing rules
The EU already has a
regulation (912/2014) for
managing future investorstate disputes. It defines how
the interests of the EU and
its member states should be
defended when a dispute is
invoked through EU trade
agreements, and includes
rules on allocating the costs
or compensation.

There is concern among
investment policy is the need
civil society organisations,
to ensure that the goal of
notably in Germany, that TTIP
protecting and encouraging
may weaken that protection
investment does not affect
and leave governments at
the ability of the EU and its
the mercy of private investors
member states to continue
claiming losses of income
to pursue public policy
following policy changes. The
objectives,’ the commission
European Commission is now
announced in a March 2015
concept paper.
consulting on the issue and is
To ensure that investors
looking to reform EU rules as
do not use ISDS to sue
part of a final TTIP deal.
governments for introducing
‘We aim to put forward
legislation in the public
a proposal to the US that
is different from
the current ISDS
regime,’ Ignacio
Garcia Bercero,
The EU wants to
the EU’s TTIP
make it faster
chief negotiator,
said at the end of
for individuals
the 10th round of
and firms to get
negotiations.
‘The key
licences or formal
challenge for the
approval to offer
EU’s reformed

services such
as auditing

interest, the commission
wants to make it clear in TTIP
that governments reserve
their rights ‘to take measures
to achieve legitimate public
policy objectives’.
Brussels also wants to
introduce a provision that
ISDS should not impede a
government from halting
public subsidies to a company
if competent authorities have
prohibited them.

Romanian precedent
The move comes after food
manufacturer SC European
Food, which is run by
Romanian investors with
Swedish citizenship, sued the
Romanian government using
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ISDS. The mechanism had
been included in a bilateral
deal between the country
and Sweden before Romania
joined the EU in 2007.
This followed a ruling by
the European Commission that
the Romanian government
subsidies broke EU state
aid rules and so had to be
stopped. The company sued
the Romanian government,
and the ISDS tribunal ruled
that the latter was in breach
of the fair and equitable
treatment clause in ISDS.
‘The commission views
this decision as an incorrect
application of the clause given
that EU law consistently denies
legitimate expectations to
investors as regards state aid,’
Brussels said.
The commission also wants
to reform ISDS arbitration
tribunals to avoid any real or
perceived conflicts of interest.
Currently, EU law allows ISDS
tribunal arbitrators to be
chosen by the investor and the
defending state on a case-bycase basis.
The EU may call for all
arbitrators to be chosen from
a roster already set up by
the signatories of the ISDS
agreement. The commission
hopes this will break the link
between the parties to a
dispute and those judging it.
Certain qualifications could
be required of arbitrators, in
particular that they can hold
judicial office. They would
also need to have expert
knowledge on how to apply
international law contained in
the ISDS agreement.
Finally, Brussels also
wants to include an appeal
mechanism in ISDS, as in
almost all legal systems. No
such mechanism exists in the
current ISDS rules.
The US negotiators are
now waiting for the formal EU
proposal before they move on
with negotiating investment
protection in TTIP, the US chief
negotiator Dan Mullaney said
at the last negotiating round.

The talks were also given
a boost by a non-binding
European Parliament
resolution agreed in early
July, supporting TTIP with a
reformed ISDS.
At the 11th round
in October, investment
protection was not discussed,
and both sides are preparing
papers to solve what will
inevitably be a tough nut to
crack in the final negotiations.
The goal, however, remains to
reach a deal before Obama’s
presidency comes to an end in
January 2017.

Mutual recognition
of qualifications
However, another potential
sticking point for the talks
is the mutual recognition of
qualifications for accountants
and auditors. The two
sides still hope that mutual
recognition of qualifications
for professionals from the EU
and the US will be included
within TTIP.
‘We would want to see
if we can do something
similar with the US as the
Comprehensive Economic
and Trade Agreement [CETA]
with Canada,’ Garcia Bercero
told Accounting and Business
just before the start of the
October round.
Professional bodies of
architects and lawyers on both
sides of the Atlantic have
already started talking about
how their qualifications could
be recognised on either side.
‘In most of the cases,
the umbrella organisations
sit together and have their
negotiations. In the end,
the idea is to have a mutual
agreement to be inserted
into TTIP,’ a commission trade
spokesman said.
So far, accountants
and auditors’ bodies are
not among the groups
negotiating. However, the
commission has asked the
Federation of European
Accountants (FEE) to find
out whether the accountancy

profession might have an
interest in concluding a mutual
recognition agreement with its
US counterpart.
Any mutual recognition
agreement between the EU
and US accountancy bodies
depends on ‘whether there is
an economic benefit perceived
in such a mutual recognition
agreement on both sides of
the Atlantic, as well as whether
the professions concerned,
again on both sides of the
Atlantic, would perceive an
interest in such a mutual
recognition agreement for
their qualification,’ said Hilde
Blomme FCCA, deputy CEO
of FEE.

Degree of mobility
The latter could depend
on the level of mobility of
accountants and auditors
between the two contintents,
she added. But, ‘as far as
we are aware, the mobility
of auditors between the EU
and US is not systematically
tracked or documented’.
Talks on the issue between
FEE and the European
Commission are still ongoing.
If Brussels finds it useful,
FEE could ask its members
if they would be interested
in the mutual recognition
of qualifications, according
to Blomme.

▲ Fear, loss
and loathing
Critics of TTIP fear looser
regulatory standards, and
the ability of corporates
to overturn the policies of
elected governments
One such mutual
recognition agreement already
exists – between the National
Association of State Boards of
Accountancy (NASBA) in the
US, the American Institute of
Certified Public Accountants
(AICPA), and Chartered
Accountants Ireland (CAI).
In a February position
paper, Brussels said an
agreement with the US ‘on high
standards that make it faster
and clearer for individuals and
firms to get licences or formal
approval to offer services
like auditing, management
consultancy and legal advice’
was one of its aims.
And at the October
talks, both sides exchanged
views on mutual recognition
agreements for professional
qualifications, with a European
Commission report on
the talks stressing there
was a ‘reflection under
way concerning auditors’
qualifications’. ■
Carmen Paun, journalist based
in Brussels
For more information:

For more on ISDS, see the Accounting and Business article
Trading Blows, from June 2015, at bit.ly/TradingBlows
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Technical update

A monthly roundup of the latest developments in financial reporting, audit, taxation and
legislation from the IASB, IFAC, the European Union, the OECD and elsewhere
Financial reporting
International not-forprofit organisations
International donors, national
regulators and policymakers
involved with the not-for-profit
sector can now benefit from
a ‘how to’ guide on financial
reporting specific to the sector.
The ACCA guide helps
those operating in this sector
to produce more meaningful
reports using the International
Financial Reporting Standard
for small businesses. Not-forprofit entities that use this
standard often do not have
separate national guidance or
a legal framework that deals
with this sector’s particular
accounting issues.
Read the guide at bit.ly/
accaguide.
Glenn Collins, head of
technical advisory, ACCA UK

European Union
Tax reform plan
The European Parliament is
pushing ahead with plans
to promote comprehensive
European Union (EU) tax
reform, seeking to leverage
political opportunities created
by the ‘Lux leaks’ scandal.
Its plenary has backed
a report from a special
committee on tax rulings,
which proposed writing
the Organisation for
Economic Cooperation and
Development’s Base Erosion
and Profit Shifting (BEPS)
proposals into EU law.
This would erase loopholes
and contradictions within the
EU’s 28 national tax laws. The
committee wanted to impede
multinationals from shifting

profits to low-tax jurisdictions
within the EU, notably through
the use of tax rulings.
MEPs want all tax rulings
made available to tax
authorities in all member
states, including past rulings
that still influence current tax
payments. And it wants this
information made available to
the European Commission’s
competition directorate
general so it can decide
whether certain tax rulings
break EU state aid rules.
See bit.ly/1YNwlrn.

Tax rulings group
All European Parliament
political groups have
approved setting up a
temporary committee to
follow up the work of the
special committee on tax
rulings. The new committee
will last six months and have
the same membership.
More at bit.ly/1Rtnnx8.

Tax avoidance blacklists
The European Commission
has updated a consolidated
version of member states’
lists of non-EU jurisdictions
that they consider breach
international norms on tax
avoidance – sometimes taking
action against companies
that trade and invest in these
locations. Some of these are
associated with EU member
states. See bit.ly/21BSBa0.

ECJ, Bitcoin and VAT
The European Court of
Justice (ECJ) has ruled that
the exchange of traditional
currencies for ‘Bitcoin’ virtual
currency should be exempt
from VAT when this takes
place in the European Union.
Judges noted that currency

Doubts over Latvia
While Latvia has
improved its anti-graft
laws since acceding to
the Organisation for
Economic Cooperation and
Development’s (OECD)
Anti-bribery Convention
in 2014, serious personnel
issues and government
sniping have undermined the KNAB, Latvia’s anticorruption law enforcement agency, says a new report.
It has been released by the OECD Working Group on
Bribery and cast doubts over its capacity to enforce those
new laws. See bit.ly/OECDLatvia

transactions are exempt from
VAT under EU law to ease
difficulties in determining
taxable amounts, and treating
Bitcoin differently would
undermine that legislation.
See bit.ly/1XFQkLn.

include in a planned relaunch
of a proposal to create
a common consolidated
corporate tax base (CCCTB)
across the European Union.
The consultation ends on 8
January. See bit.ly/1OCEADK.

Shadow banking law

TTIP and investment
protection

The EU Council of Ministers
has approved a ‘shadow
banking’ regulation improving
the transparency of securities
lending and repurchase
transactions. It aims to deter
trading outside the regulated
banking system by introducing
binding and reporting
requirements for banks and
other financial intermediaries.
It orders that information
on securities financing
transactions be efficiently
reported to trade repositories
and investors in collective
investment undertakings.
See bit.ly/1QYL3dF.

EC consults on CCCTB
The European Commission
has launched a public
consultation asking tax experts
to help identify what it should

The European Commission
has released proposals for
legislation on investment
protection and investment
dispute resolution within
the Transatlantic Trade and
Investment Partnership (TTIP)
trade deal between the US
and the European Union.
Brussels wants an
Investment Court System to
hear disputes on investment,
notably when private
investors suffer from public
policy changes. It would
have qualified judges and
transparent proceedings, with
access for small and mediumsized companies.
See also feature on the
TTIP, page 52. ■
Keith Nuthall, journalist
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Rebels with a cause

In her latest book, Six Capitals, Australian author Jane Gleeson-White asks whether
accountants have the power to save the planet
Best-selling Australian author
and accounting historian
Jane Gleeson-White sees
accountants as potential
revolutionaries with the
power to save the planet.
They need to be creative,
though. And while such tactics
are generally associated with
the Mafia and corporate
crooks, laundering the
proceeds of drug cartels or
squirrelling profits out of sight
of the taxman, Gleeson-White
challenges this perception.
In her view, accountants
need to be creative to trigger
‘the revolution capitalism has
to have’.
Of course, the public
generally views accountancy
as a rather bookish and mildmannered profession and
hence an unusual home for
rebels. But Gleeson-White
points out that accounting
is a powerful tool in running
businesses and steering
economies. After all, the
failure of both traditional
macroeconomic and corporate
entities to consider ecology
‘encourages nations and
enterprises to pollute, burn,
extract and chop with little
regard for the consequences’.
To reform such wasteful
policies, accounting practices
must be changed, she says.
Can accountants indeed
save the planet? In her latest
book Six Capitals – a followup to her best-selling history
of accounting, Double Entry
– Gleeson-White explores the
concept that existing systems
fail to account adequately
for our challenging, complex
times. It is an issue that is
increasingly under discussion,
both outside and within the
accounting industry.

The author points to the
key conundrum of economics:
‘The fact that neither nations
nor corporations account
for the damage their lawful
activities inflict on nature and
society is considered to be a
problem of “externalities”,’
she says.

Holistic system
As long as the focus of
government and corporate
reporting remains on financial
value, other sources of value
are ignored, argues GleesonWhite’s book. A holistic system

would measure man-made
or manufactured capital,
intellectual, human, social
and natural capital as well
as financial capital (the ‘six
capitals’). Gleeson-White
avoids the notion of ‘costs’,
arguing that economists
and executives take the
relationship between business
and the natural world more
seriously by emphasising value.
The accounting industry
is shifting in this direction.
In 2010 the Prince of Wales’
Accounting for Sustainability
Project and the Global

Reporting Initiative launched
the International Integrated
Reporting Committee (now
‘Council’). The aim is to
create a global framework
for integrated reporting (IR)
of financial and non-financial
information in one report.
The international integrated
reporting framework, released
by the IIRC in 2013, asks
companies to tell their story by
considering their relationship
with the six stores of wealth
that are highlighted in
Gleeson-White’s book, which
charts the rise of IR.
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The author is also
optimistic about the launch
of the US’s Sustainability
Accounting Standards Board
(SASB) in 2011 to create
standardised measures for
all kinds of capital: ‘SASB’s
place in the heartland of
finance was cemented in 2014
when former SEC chair Mary
Schapiro became its vice
chair – together with Michael
Bloomberg, the founder of the
financial information empire as
chair,’ Gleeson-White points
out. The SASB is unabashedly
focused on capital markets,
but ‘making sustainability
information cogent for
investors is breaking new
ground’, she says.

‘Traditional accounting
models do not take these
costs into account, but they
still have to be paid,’ writes
Gleeson-White in Six Capitals.
If the food producers don’t
foot the bill, society as a whole
does – in the form of extreme
weather events, the depletion
of resources and rising costs
for health systems.
She is far from being alone
in her views. US senator Robert
F Kennedy said famously in
1968 that gross domestic
product (GDP) ‘measures
everything, except that which
makes our life worthwhile’.
And 40 years later, the 2008
Living Planet Report by the
World Wide Fund for Nature
(WWF) calculated that humans
$200 hamburger
are running a planet-wide
In traditional economics, the
‘ecological debt’ of more than
environment and the wider
US$4 trillion annually.
community are seen as being
Gleeson-White has
outside the workings of
recently returned from New
commerce. This is mirrored in
York, where she was invited
the way the world is valued,
to speak to members of the
as famously demonstrated
Accountants Club of America
by Raj Patel, a former World
and to meet hedge fund
Bank economist, in the
managers and journalists. ‘I
‘$200 hamburger’ thought
had a receptive audience.
experiment. He argued that
Many American accountants
the reason burgers sell for
and fund managers are really
a fraction of this figure is
interested in ways to make
because their price does
accounting respond to the
not reflect the real cost of
pressing issues brought by the
producing them, such as
idea of sustainability.’
carbon footprint, impact
She believes Hurricane
on water usage and soil
Sandy, the storm that shook
degradation, or the costs of
New York in 2012, underlined
diet-related illnesses such as
the risks posed by climate
heart failure or diabetes.
change, but also that such
concerns have
special resonance
in accounting,
where many senior
‘If you put a price
professionals
on water, it might
believe the industry
needs reviving.
mean it goes to
In a commercial
the rich mining
world dominated
company instead
by branding and
goodwill, where
of to a thirsty
often only 20%
but poor local
of a company’s
actual value may
community’
be on the books
as tangible assets,

Born in Sydney, Australia, Jane
Gleeson-White studied English,
French literature and philosophy
at the University of Sydney,
followed by an internship at the
Peggy Guggenheim Collection in
Venice. Back in Sydney, thanks to
a charismatic accounting lecturer she was introduced
to the connection between Venice and the origins of
modern accounting. So her love of Venice, art and
beauty got ‘flipped in most nefarious ways into a
passion for accounting’.
Her book Double Entry: How the Merchants of
Venice Created Modern Finance, was published in
2012 and Six Capitals: The Revolution Capitalism Has
to Have, or Can Accountants Save the Planet? came
out in 2014.
Her website is at janegleesonwhite.com.

CV

Gleeson-White says that it’s
time economists stopped
‘looking down on accountants
as mere number-crunchers’.
Many bookkeepers actively
invite change in company
policies, she adds.
As an accounting historian,
Gleeson-White takes the
long view and says the time is
ripe for a sea-change in how
business and government
is reported in numbers.
Humanity has already seen two
major economic revolutions:
the agricultural one in the
18th and early 19th centuries,
then the industrial one in
the 19th and 20th centuries.
Now it is dealing with a third:
information technology and
the internet.
Since Luca Pacioli in
Venice codified double-

entry bookkeeping in 1494,
accountancy has adapted to
new industries and business
models. Gleeson-White cites
Josiah Wedgwood, who in
the 1770s built the world’s
first industrial pottery factory
in England. Encountering
serious cashflow problems
and overflowing stock during
a recession, he turned to his
accounts and discovered the
distinction between fixed and
variable costs, uncovering
the economies of scale, cost
accounting and commercial
benefits of mass production.
‘After Wedgwood’s first
foray into cost accounting, it
took accountants and business
people more than a century to
work out how to apply Italian
mercantile bookkeeping to
factory production, but it did
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adapt,’ says Gleeson-White. It
is only logical then that ‘in the
information age accounting
has to adapt again’.
Which is fine in principle –
if tough in practice. GleesonWhite admires Karl Marx, not
necessarily for his politics, but
for his merits as an economic
historian and his courage to
challenge the establishment
of his time. But unlike the selfassured Marx, she struggles
with the potential impact of
her own ideas.
Accounting for unpriced
nature brings back the risk of
its commodification. ‘If you put
a price on water, it might mean
it goes to the rich mining
company instead of to a thirsty
but poor local community.‘
When Puma, the German
sporting goods manufacturer,

developed an environmental
profit and loss account in
2011 by putting a nominal
monetary value on its impact
on nature along the entire
supply chain, it found it had
used €145m worth of nature –
over two-thirds of its net profit
of €202m.

Unpaid costs
In this way, accounting can
demonstrate the immense
unpaid costs of how nature’s
free goods and services
are consumed through
commercial activities. And
while this is positive, there is
a risk that by pricing nature
financially, people may cease
to value it for itself.
And, of course, it is one
thing to start pricing nature,
but quite another to do so well

or efficiently. The experience
of the European Union, with
its emissions trading scheme
(ETS) attaching a financial
value to each tonne of CO2
emissions to make it tradeable,
worries Gleeson-White. The
ETS may have placed climate
change on the agenda of
European businesses, but rockbottom prices for emission
allowances have given industry
little incentive to move away
from fossil fuels. ‘There are
no clear-cut answers when
it comes to natural capital
accounting and pricing
externalities,’ she admits.
Gleeson-White’s latest
book is certainly empirical,
calling for full accounting
for all six forms of capital.
This, she argues, would give
rise to entire new industries

in recycling, saving and
reallocating resources.
And financial markets like
the bigger picture offered
by holistic accounting:
‘Accounting for more than the
financial value is also good
management.’ It might also
help to win the war for talent:
many gifted young people
prefer to work for corporations
that try to rein in their
environmental impact.
What’s more, she explains,
better accounting of the socalled externalities will create
more work for the sector
and potentially enhance the
prestige of the profession.
Rebels come in all kinds of
disguises, after all. ■
Barbara Bierach, journalist
based in Sydney
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The game-changers

Central Europe’s CFOs heard about new technologies, a new generation of employees
and the lingering effects of the financial crisis at the recent CFO European Summit
The transition of CFOs
from financial controllers to
broad business strategists is
helping European companies
thrive in today’s background
of disruptive change. That
was the message from
the eighth CFO European
Summit, ‘Becoming a leader
of change’, organised by
ACCA Poland.
Companies are responding
to new technologies, a new
generation of employees
and the lingering effects of
the 2008 financial crisis by
changing business models, HR
practices and even how they
envisage their role in society.
And CFOs are helping drive
the reforms, said Katarzyna
Ostap-Tomann FCCA, the
deputy CFO and managing
director finance of Polish
media and telecoms group
Cyfrowy Polsat and Polkomtel.
In her speech, she traced
the development of the CFO
role: from ‘bean counters’ in the
1960s, to ‘number crunchers’
in the 1970s and ‘financial
gatekeepers’ in the 1980s. By
the turn of the century, she said,
the CFO had been defined
by high-profile US financial
consultant Sven Wehrwein as ‘a
damn good businessman who
also knows how to count’.
The CFO ‘shouldn’t be
seen any more as the head
of the business prevention
group’, Ostap-Tomann told
the conference, held in
Warsaw on 19 November 2015.
‘We should be seen as insiders
who have valuable insights.’

Virtual treasure
She stressed the value
to innovative European
businesses of virtual assets and
revenue generators, including

► Vision revision

Piotr Pietrzak: ‘Companies
no longer sell products or
services; they sell solutions
and user experience’

categories that didn’t even
exist a few years ago, such as
mobile social gaming. ‘We’re
getting real revenue from
virtual goods,’ she said. ‘We’re
dealing with an increasing
number of assets that are
virtual – it’s not a machine you
can amortise.’
And unlike physical assets,
which lose value with use,
virtual and intellectual assets
often gain in value from
increased use. CFOs are
still changing their own and
their companies’ thinking to

account for this difference.
Piotr Pietrzak, chief
technology officer for Poland
and the Baltic states at IBM,
cited business insight from the
behaviour of his children, who
represent the next generation
of consumers. When Pietrzak’s
six-year-old daughter and three
friends spent an hour in her
room without making a sound,
he went to investigate – and
found them communicating
with each other via the chat
function in a game they were
all playing on separate devices.

Such technologies, and
the consumer behaviour
they inspire, are driving a
fundamental shift in the way
companies define what they
do, Pietrzak said. He asked
attendees to imagine the
perfect vase. After pausing, he
pointed out that the challenge
for companies today is not
inventing a better vase at
all, but finding new ways for
consumers to enjoy flowers.
‘Companies no longer sell
products or services; they sell
solutions and user experience,’
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◄ Social media
scrutiny
Gavin Flook: Gen Y has far
more ways of finding out
about a company than just
consulting its brochures

he said. Echoing several other
speakers at the conference,
Pietrzak pointed to Airbnb,

company Vision Express,
which found itself facing a
surprise competitive threat
in Poland when
discount grocery
chain Biedronka,
which has over
‘The CFO shouldn’t
2,500 stores in the
be seen any more
country, started
selling reading
as the head of
glasses.
the business
In addition to
prevention group.
the threat from
new technologies
We should be seen
and unexpected
as insiders with
competitors, a
new generation
valuable insights’
entering the
workforce with new
expectations of
the US-based home-sharing
their companies and managers
website, and Uber, the USis also prompting a rethink
based ride-sharing company,
of how business is done, said
as examples of how all sectors
Gavin Flook, an executive
of the economy continue to be committee member for talent
disrupted by virtual services.
at Deloitte Central Europe.
Pietrzak’s colleague, Izabela
Flook presented the results
Jagosz-Kuchta, CFO for Poland
of Future leaders: first steps
and the Baltic states and IBM
into the labour market, a
Poland board member, echoed
Deloitte survey targeting future
the sentiment. Executives’
leaders from Generation Y (or
biggest worry? ‘They don’t
millennial) students and recent
know whether competition
graduates around the region.
is coming, and from where,’
The research covered 2,426
she said. She gave the
millennials from top universities
example of UK-based eyewear
in eight countries.

The survey found that
talented young people in the
region place a high value on
work and careers, with 87%
saying they would work even
if they did not have to earn
money. Some 36% ranked
‘the opportunity to develop
and acquire new skills’ as the
most important factor when
choosing a job. That is not to
say money is not important
to the region’s millennials:
the median expected salary
was higher than the average
national salary – by 22% in
Poland, 52% in Hungary and
102% in Lithuania.

Experience rates high
Respondents were ‘not shy
of telling us how good they
are in many competency
areas’, according to the
report. But while 71% had
gained experience through
internships, with 95% of them
seeing that as helpful, just
16% had a positive opinion of
whether their universities had
helped them prepare for their
careers. That skills gap remains
a challenge for employers in
the region, Flook said.
Unlike most of their
parents, who grew up under

59

communism, millennials in the
survey also expect mobility
as part of their jobs, with 49%
saying yes or ‘definitely yes’
to the proposition. Large
multinational companies were
the first preference for 42%
of respondents.
Central Europe’s rising
talents are actively seeking
mentoring and coaching
relationships within their
companies, Flook said. They
value age and experience, and
expect to have access to top
people in the organisation.
Employers may want to rethink
recruitment models based on
sending junior staff to market
the company at universities,
seeking to establish a
connection based on age.
Managing millennials’
expectations is key, Flook said.
Even if an employer does not
think those expectations are
realistic, ‘you have to have
an explicit dialogue’ about
the skills employees need to
achieve their expectations for
salary or position. Managers
need to take an individual
approach here and be
proactive, rather than wait for
employees to speak up.
Finally, new technologies
and the new generation’s
familiarity with them mean
that companies need to
invest more in cultivating and
protecting their ‘employer
brand’, Flook said.
He added: ‘In the world of
social media, Generation Y has
far more ways of finding out’
about a potential employer
than ‘just our brochures’.
If these generational and
technology challenges are not
enough, the global economy
has remained mired in slow
growth since the 2008 financial
crisis – a situation described
as ‘the new mediocre’ by
Daniel Thorniley, president of
DT-Global Business Consulting
and co-founder of CEEMEA
Business Group.
For five straight years,
international institutions
have started the year with
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◄ Double-digit
growth just a memory
Daniel Thorniley: the
2008 crisis overhang
has left us mired in ‘the
new mediocre’

The 2008 crisis revealed a
disconnect between markets
and values, and an emphasis
on individuals over community.
The key to reviving the
economy is therefore to put
companies back in touch with
their values and to renew
the emphasis on community,
said former Polish minister
for economy and labour
Jerzy Hausner.
His ‘Firm-Idea’ model seeks
to do so by helping companies
rediscover their roots in the
process of creating social
value – an idea first proposed
by Adam Smith, according
to Hausner, now a professor
at the Kraków University of
Economics and a member of
Poland’s interest rate-setting
Monetary Policy Council.
By re-engaging with their
fundamental business idea and
examining their role in creating
value for society, companies
undergo a cultural shift. ‘The
value of a firm fundamentally
depends on its capacity

CFO European Summit
optimistic forecasts for the
global economy to return
to growth at last – and then
been forced to cut them,
Thorniley said, adding that ‘it’s
bad everywhere,’ including in
central and eastern Europe.
The continuing effects
of the crisis mean that an
environment of low interest
rates, low inflation and a low
oil price will persist through
2016, Thorniley predicted. But
the world is far from having
no regional variations and
CFOs need to be sensitive to
them. As growth picks up in
the US, companies there may
begin considering a retreat
from the rest of the world,
shedding currency risks and all
the other costs of running an
international business.
With all this change,
uncertainty has grown.

Thorniley told of one client
whose budget for 2016
includes 13 scenarios. And
customers are more pricesensitive, settling for products
that are good enough rather
than premium quality.

Share the pain
In such situations, CFOs’
financial nous is essential.
Their key role is to ‘share the
pain’, Thorniley said – not only
with customers and suppliers,
but perhaps most importantly
with the CEO, by breaking the
bad news about the global
economy, and managing
expectations for revenues and
profits downward.
Amid the gloom, there are
bright spots in central Europe,
Thorniley said. In particular,
he praised Poland for having
avoided austerity measures,

The 2015 CFO European Summit was
the eighth of its kind to be organised
in Warsaw by ACCA Poland. Some
150 finance directors and managers
attended. ACCA’s partners were credit
insurance company Euler Hermes, IT
company IBM, Big Four firm Deloitte,
Warsaw-based marketing consultancy
4Results, Millennium Bank,
recruitment company Randstad and
Warsaw-based coaching boutique
Piasecka&Zylewicz.

electing instead
to ‘grow its way
out of the crisis’.
Yet every
silver lining has
its cloud: the
relatively good
performance in
the region means
that central
European units
of multinationals
are being pressed by
headquarters to make up for
other parts of the world where
performance remains sluggish.
Managing the expectations
of the parent HQ is key for
multinational executives in this
part of the world.

for cultural realignment,’
Hausner said. ‘A Firm-Idea
company is oriented towards
adaptation, experimentation
and development.’ ■
Nathaniel Espino, journalist
based in Warsaw
For more information:

Read Deloitte’s report, Future leaders: first steps into the
labour market, at bit.ly/Deloitte-FL
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At the heart of the debate
Rosalind Goates reports from the biennial ACCA-sponsored Robin Cosgrove Prize
ceremony, where IMF managing director Christine Lagarde spoke out on ethics
◄ Fair point

Speaking at the award
ceremony for the Robin
Cosgove Prize, the IMF’s
Christine Lagarde said a
more ethical system would
lead to greater stability and
more sustainable growth

es of

>

The ‘credit crunch lunch’
and anxious queues outside
banks may now be faded
memories, but headlines
about the bad behaviour of
banks and their employees
persist, extending a shadow
that still hangs heavy
over the industry. The
repercussions of the financial
crisis will continue to be
be felt for many years, not
least in the debate it raised
about the purpose and role
of financial institutions, who
they should serve and how,
and why the crisis happened.
Ethics, not historically
mentioned in the same breath
as banking, has become a
tool for analysis and offered
up a space to debate how we
view and understand financial
products. It is a space that
accountants must occupy if
we are to add value to society,
and the global span of ACCA’s
membership places it in a

unique position at the heart
of such debates.
Christine Lagarde,
managing director of the
International Monetary Fund
(IMF), spoke about ethics at
the ACCA-supported awards
ceremony for the Robin
Cosgrove Prize, a global
competition that seeks to
promote imaginative thinking
about ethics in finance, which
took place at the end of last
year in Washington, DC.
Lagarde pointed out that
‘a more ethical system is a
more stable system, because
ethics create trust, and a more
stable system leads to more
sustainable growth’; it is with
this in mind that we must
consider ethics as an essential
part of being a finance
professional. If we accept that
regulation has its limits and
that we don’t wish to see all risk
discounted, we must ensure
that those in the industry don’t

work against the interests of
society as a whole. We live
in an ever more connected
world and the collective
decisions of individuals ripple
out much further than the
societies they are part of:
finance is international and
interconnected.
Against this backdrop,
ACCA has been working in
partnership with the Robin
Cosgrove Prize to promote
the role of ethics in finance,
discussing culture versus
regulation with the UK’s
Financial Conduct Authority
(FCA) and raising the issue
of ethics with European
commissioner Lord Hill.
At the awards ceremony,
which was hosted by the
IMF, Lagarde spoke of her
organisation’s commitment
to ethics, which, she said, is a
central strand of its work.
As the finance industry
grapples with evolving
technology and increasing
regulatory demands,
contributions from Archbishop
of Canterbury Justin Welby,
Lagarde and competition
entrants focused not on
constraining markets but on
the decisions that might incite

a more ethical approach.
Several contributors
rightly pointed to the rise
of participative technology
and competitive payment
methods, but the prevailing
theme was the need for a
culture change – something
those in the UK will recognise
in the work of the FCA.
One entrant took a different
tack, focused on ‘design
thinking’, a concept favoured
by tech start-ups and nimble
businesses such as Apple.
This problem-solving
approach uses empathy as the
starting point, with information
gathered around the end user
and their interaction with the
product or service. It differs
from traditional problem
solving as its goal is to achieve
a better future situation
rather than to solve a specific
problem. The ‘designer’ hopes
to discover hidden aspects
of a problem by starting from
a view of empathy, with the
aim of opening up alternative
solutions. Through a process of
iterative thinking, the problem
might end up being redefined
to find a solution.
All the essays expressed an
urgency of tone and a desire
for governments to continue
to work with the industry to
achieve a step change. Starting
from a point of empathy, banks
may seek to reconnect with the
individuals they serve. ■
Rosalind Goates is public
affairs manager at ACCA
For more information:

For copies of the winning essays please contact
Rosalind.goates@accaglobal.com
www.robincosgroveprize.org
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► Belete Bobe,

member of ACCA
Australia and
New Zealand

▲ IMA chairman-elect Marc Palker talks
about member engagement

▲ ACCA president Alexandra Chin

welcomes delegates to the Assembly

Ready to respond

Over 50 delegates from around the world attended the 2015 International Assembly in
London in November to consider the theme ‘Being #1: Future-proofing the profession’
The need to ‘future proof’ ACCA and the accounting
profession was the focus of discussions at the recent
International Assembly in London. More than 50 ACCA
representatives enjoyed two days of discussions on issues
such as member engagement and employability, as well
as meeting ACCA Council colleagues to look at the
challenges facing the global profession. See also
coverage of the panel session, ‘The profession the world
needs’, on page 30.

► Vintoria Bernard,

delegate from Jamaica

► Helen Brand, chief executive of ACCA, gives an
update on ACCA activities over the last year
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talks

▲ Etain Doyle, delegate
from Ireland

◄ Joyce Tamale, delegate
from Uganda

▼ Leo Lee, ACCA vice
president, sums up the
discussions on day one

y

◄ (left to right)

Cristina Gutu, delegate
from Romania; Paul
Druckman, chief
executive of the
International Integrated
Reporting Council;
Katerina Sipkova, ACCA
Council member; and
Helen Perkins, ACCA
head of governance
communications

▼ ACCA Council member

Aaila Majeed and Fergus
Condon, delegate from
Ireland, at the dinner at the
Museum of London
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Council highlights

At its November meeting, Council discussed member satisfaction, voting at the AGM
and the changing landscape of professional learning, among other issues
ACCA’s Council met on
Saturday 21 November
in London. The meeting
featured discussions and
decisions on a number of
important matters.
President Alexandra Chin
updated Council on her
and the officers’ activities
since September, including
speaking and attendance
at events in Singapore,
Sri Lanka, Kuala Lumpur,
Ireland, Romania, Poland,
Pakistan and China, and
collective attendance at the
19th annual International
Assembly on 19 and 20
November.
Council noted a report
from chief executive
Helen Brand, including an
overview of the first half of
the 2015-16 performance
year, and a summary of
strategic performance as at
the end of September.
Council broke into
discussion groups to
consider plans to improve
member satisfaction and
a draft member value
proposition.
Council received a
presentation from vice
president Leo Lee and,
in discussion groups,
considered a paper on
the issues arising from
the 2015 annual general
meeting. Council received
a presentation from
Pauline Hobson, the
chairman of governance
design committee, focusing
on the issue of voting at
the AGM and in Council
elections. Actions from
both these discussions
will be considered by
governance design and
nominating committees.

*

*

Council received an oral
update from the chairman
of audit committee,
Robert Stenhouse, on the
decision of BDO to resign
as auditors, having not
been invited to retender
for the audit. Council
agreed the proposed
process for appointment of
replacement auditors.
Council agreed the
timetable for choosing
its preferred nominee to
become vice president for
2016-17, including a closing
date of 14 December for
nominations and then
selection, by ballot, by
Council on 12 March
2016. The winner of the
ballot will have his or
her name submitted for
formal election at the
annual Council meeting on
15 September 2016.
Council noted a paper
reviewing the changing
landscape of professional
education and learning.
Council also noted an
update on the partnership
with the University of
London.
Council noted a paper on
future-proofing the ACCA
Qualification.
Council noted a report
from the Qualification
Board meeting on
15 October 2015 covering
its ratification of the results
of the first September
examination.
Council received an oral
report from the president
on the results of the
Council performance
appraisal exercise for
2014-15.
The next meeting will be in
London on 12 March 2016. ■

*

*

*

*

*

*
*

*
▲ Changing chambers

The November 2015 Council meeting was the last to be
held at 29 Lincoln’s Inn Fields, with ACCA moving soon after
to new premises in London at the Adelphi
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Pioneering partnership

The global accountancy profession will benefit from a pioneering partnership signed
between ACCA and the French Conseil Supérieur de l’Ordre des Experts-Comptables
France’s Conseil Supérieur
de l’Ordre des ExpertsComptables (CSOEC)
and ACCA have signed
a Strategic Partnership
Agreement, which will result
in them working together in
a number of areas.
CSOEC and ACCA have
agreed to develop joint
initiatives to support the
development and promotion
of their members, to provide
quality support to those
members and to support
capacity building initiatives.
They will also work together
on joint research and policy
initiatives on topical issues
facing the accountancy

profession, produce jointly
branded reports and surveys,
and collaborate on high-profile
events and conferences.
CSOEC president Philippe
Arraou, said: ‘This partnership
with such a prominent
organisation as ACCA proves
that nothing is impossible to
major accountancy bodies that
decide to cooperate. Rather
than being an obstacle, our
different legal and cultural
frameworks become a crucial
strength when addressing
together the various needs
of accountants and institutes
around the world.’
Helen Brand, ACCA’s
chief executive, who was

► Working together

Helen Brand and Philippe
Arraou seal the partnership

honoured with the
presentation of the Bronze
Medal of the Ordre des
Experts-Comptables from
CSOEC, said: ‘This new

strategic partnership is a
fantastic opportunity to be
working closely with CSOEC,
a body for whom we have the
highest regard.’ ■

01/2016 Accounting and Business

INT_A_news.indd 65

09/12/2015 14:36

66

ACCA | Update

Inside ACCA
65 News
64 Council

ACCA moves in

ACCA has moved into its new offices, which combine modern
technology and design within a striking Art Deco building

62 International
Assembly
61 Christine Lagarde
on ethics
58 Events
22 President

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

From 4 January 2016, ACCA’s
new address will be the
Adelphi, 1-11 John Adam
Street, London WC2N 6AU.
ACCA’s London office is
on the third and fourth floors
of this iconic building, which
is in central London, near to
the Thames.
Helen Brand, chief
executive of ACCA, said: ‘This
is a prime location befitting
ACCA’s status as the global
leader in our field. Our new
London home allows us to
maximise our influence as a
world-class organisation. I look
forward to welcoming staff,
members and guests.’
In November 2015,
ACCA’s Council visited the
Adelphi as final designs
and fittings were being
completed ahead of the
move. Feedback from Council
has been extremely positive,
recognising that the Adelphi
is an impressive location for

ACCA, combining modern
technology and design with
the striking features of an Art
Deco building.

Power it up!
The 11th edition of
Accountancy Futures has
been published. It covers
ACCA’s state-of-theindustry research into the
oil and gas sector and also
has an interview with bestselling Australian author
and accounting historian
Jane Gleeson-White. She
asks: can accountants save
the planet?
We also cover a wide
range of issues, including governance, risk, the future of
audit, corporate reporting, the public sector, emerging
markets and diversity. And we talk to senior finance
professionals such as accounting luminary Bob Herz and
Bangladesh’s auditor general Masud Ahmed.
Read it at bit.ly/1NJuPog.

The building dates from
the 1930s and is an icon of
architectural design that
epitomises the Art Deco era.
Clad in Portland stone
and decorated with eyecatching sculptures, the
building takes its name
from its location in London’s
Adelphi district, which still
includes many outstanding
18th-century buildings
designed by architects the
Adams brothers.
ACCA is in good company
when it comes to calling
the Adelphi home. Previous
inhabitants include literary
giants John Galsworthy,
George Bernard Shaw,
Thomas Hardy, David Garrick,
and JM Barrie, author of
Peter Pan. Another resident
of the Adelphi – fictional but
perhaps even more famous
– was the character of David
Copperfield, created by
Charles Dickens. ■
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