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Professional accountants – the future

We know we are working in 
a fast-changing world – the 
evidence is all around us. 

This evolving business 
landscape is constantly 

bringing new challenges and opportunities to the fi nance 
function. Innovations in technology, increasing globalisation and 
evolving governance models are moulding the expectations that 
employers, clients, regulators and other stakeholders have of 
professional accountants. This month sees the launch of a major 
new ACCA initiative, ‘Professional accountants – the future’, 
which highlights these changes and looks at the key qualities 
professional accountants need to succeed in the new environment.

This initiative is supported by a report that looks at how the 
main drivers of change could shape the practice of accounting 
over the next decade and beyond. It is the culmination of 
two years of global research, offering the most extensive insights 
into what lies ahead. 

Read more about the forces at play and the seven key 
qualities for success on page 12. You can also fi nd out what kind 
of fi nance professional you are by taking our quick online test 

to gauge your professional quotient rating, with tips from our 
own columnist, psychologist and coach Dr Rob Yeung. All these 
resources and more on the future professional accountant are 
available at accaglobal.com/thefuture.

Also in this issue, we speak with David Miliband, CEO of 
humanitarian charity the International Rescue Committee (IRC). 
Since leaving UK politics, where his roles included foreign 
secretary in the Labour administration, Miliband has moved 
to New York to lead the IRC. He explains the important role 
accountants could play in the work of his organisation (page 36).

The public value ACCA members offer is also amply shown 
in the story of two accountants from different parts of the world 
who have collaborated in writing a fi nancial literacy book for 
children. Read the inspiring story of Hong Kong-based Quin SQ 
Thong FCCA and Pakistan-based Malik Mirza FCCA on page 59.

 Meanwhile, in the sporting world, all eyes are on the 
forthcoming European football championships. Euro 2016, 
the 15th edition of the tournament, is set to become the most 
profi table one ever. We look at the numbers on page 39. 

Lesley Bolton, international editor, lesley.bolton@accaglobal.com
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AB Direct
Sign up for our weekly news and 
technical bulletin at 
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Accountancy Futures
View our twice-yearly research and 
insights journal at 
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About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 178,000 
members and 455,000 students 
throughout their careers, providing 
services through a network of 95 
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Channels and media

Accounting and Business is more 
than just a magazine. You can read 
us, follow us and engage with us – 
and in more ways than one. 

AB hub
See our new AB hub at 
www.accaglobal.com/ab 

AB app
Download from iTunes App Store, 
Google Play or via the AB hub

AB digital archive
The latest issue and an 
archive of issues stretching back 
to 2009

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

Videos and podcasts
Look for links in the magazine or 
go to www.accaglobal.com/ab

Webinars
On a raft of topical issues
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▲ Mystery man 
After announcing he 
was the creator of the 
Bitcoin, Australian 
entrepreneur Craig 
Wright has backtracked 
on a pledge to provide 
further proof of his claim

▲ Master switch
Ferrari has replaced its 
retiring CEO Amedeo 
Felisa – after eight 
years in the role and 
26 with the company – 
with current chairman 
Sergio Marchionne

► Rock star 
The 1,109-carat Lesedi 
la Rona is the biggest 
rough diamond in 
existence and expected 
to fetch over US$70m at 
a Sotheby’s auction in 
London on 29 June

▲ Up in flames 
The wildfire that 
swept across Canada’s 
oilsands-rich Alberta 
province knocked out a 
third of the country’s oil 
output – about a million 
barrels a day

6 News | Pictures
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▼ Blue coup
Although Leicester 
City won the English 
Premiership, the football 
club will receive less 
prize money than the 
‘big four’ because of 
fewer screened matches

▼ In crisis
African leaders met in 
Kenya to discuss how 
to save the continent’s 
elephants, which are 
killed for their ivory. 
Global wildlife crime has 
been valued at US$17bn

▼ Princely sum 
The estate of the 
US musician Prince, 
who died in April 
without leaving a 
will, is believed to 
be worth around 
US$100m
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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 fi nance profession

Beware ‘sugar coating’
Management is too often using 
‘sugar-coated’ non-GAAP 
measures to improve their 
bottom line and remuneration, 
International Accounting 
Standards Board chairman 
Hans Hoogervorst has warned. 
He told the annual conference 
of the European Accounting 
Association in Maastricht, 
Netherlands, that there is 
evidence of increasing use of 
non-GAAP measurement, and 
that the difference between 
GAAP and non-GAAP numbers 
is widening. He called for 
remuneration committees 
and investors to be aware 
of the potential pitfalls 
of basing policies and 
decisions on non-GAAP 
fi gures. To fi nd out more, 
watch ACCA’s video on 
alternative performance 
measures at bit.ly/acca-apm.

Offshore less attractive
There has been a fall in 
the number of companies 
registered in British Overseas 

Territories the British Virgin 
Islands, Gibraltar and the Isle 
of Man, but a slight rise in the 
Cayman Islands and Guernsey, 
according to analysis by the 
Financial Times. It found 
little change in registrations 
in Bermuda and Jersey. The 
use of offshore territories 
for tax avoidance has fallen 
since 2010 following negative 
media publicity, concerns 
about information privacy and 
the introduction of stricter 
disclosure requirements.

New MSc for Pakistan
The world’s fi rst integrated 
MSc in professional 
accountancy is being made 
available in Pakistan by the 
University of London and 
ACCA. Students will be 
able to study for the MSc 
while studying for the ACCA 
Qualifi cation. Online learning 
resources – including reading 
material, multimedia content, 
formative assessments and 
learning activities – will be 
provided. Students will have a 

choice between online tutors 
and face-to-face tutorials 
at several local teaching 
institutions in Pakistan.

Emerging debt warning
The private sector debt 
burden in emerging markets 
is rising rapidly and reached 
a record level last year, Fitch 
Ratings has warned. Private 
sector debt rose from 71% of 
GDP in emerging markets in 
2014 to 78% in 2015, calculates 
Fitch. It says that global 
uncertainty along with the 
increased debt burden, much 
of it denominated in foreign 
currencies, creates negative 
risks for emerging markets. 
Debt levels in Brazil, India, 
Indonesia, Mexico, Russia, 
South Africa and Turkey were 
analysed by Fitch. 

‘Step up compliance’
Companies are under 
increased regulatory pressure 
to mitigate fraud, bribery and 
corruption risks, concludes 
EY’s Global Fraud Survey 2016. 
‘While many businesses have 
made signifi cant progress 
in tackling these issues, 
there remains a persistent 
level of unethical conduct,’ 
says EY. Boards need to be 
aware that regulators are 
enforcing anti-corruption 
legislation with vigour, with 
increased focus on individual 
misconduct, says EY. It adds 
that board members who are 
insuffi ciently vigilant risk being 
held personally responsible 
for employee misconduct. See 
also page 27.

Adapt to BEPS era
Attendees at Taxand’s Global 
Conference in Dublin were 
warned to adjust to the BEPS 

(Base Erosion and Profi t-
Shifting) era. Andrew Hickman, 
head of the Organisation 
for Economic Co-operation 
and Development Transfer 
Pricing Unit, was among 
those discussing the potential 
impact. ‘A key focus of the 
BEPS initiative has been to 
reduce or eliminate instances 
of double non-taxation, said 
Tim Wach, managing director 
of Taxand. He added that 
proposals are not just limited 
to multinational corporations 
(MNCs), but rather impact a 
broader agenda that affects all 
taxpayers whether an MNC, 
SME, a trust or a partnership.’

Listen to customers
Businesses have little 
understanding of their 
customers, according 
to research from ACCA 
and KPMG. Fewer than 
half know who their most 
profi table customers are 
and two-thirds do not 
measure the profi tability of 
their different channels to 
market. The global report 
Profi tability and Cost Analysis 
considered the views of 1,100 
accountants from more than 
90 countries. It found that 
companies still focus their 
fi nancial measurement on 
product or service lines rather 
than customers. See the 
report at bit.ly/acca-pca.

Jobs freeze looms
Over half of businesses are 
either cutting or freezing 
employment, according to 
the latest quarterly Global 
Economic Conditions Survey 
from ACCA and IMA (Institute 
of Management Accountants). 
Only 14% of employers are 
increasing investment in staff. 

Water threat 
looms
Water scarcity is a major 
threat to economic 
wellbeing, warns the 
World Bank. Lack of water, 
exacerbated by climate 
change, could cost some 
regions up to 6% of their 
GDP, it predicts. Water 
shortages are likely to spur a new wave of migration 
and spark confl ict between neighbouring nations, says 
the report High and Dry: Climate Change, Water and 
the Economy. Growing populations, rising incomes and 
expanding cities are expected to mean that demand for 
water rises exponentially, while supply becomes more 
erratic and uncertain.
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Faye Chua, ACCA’s head of 
futures research, said: ‘Take 
North America out of the 
equation and the economic 
picture painted by this survey 
isn’t a pretty one. Emerging 
markets are besieged. 
Revenues for commodities 
fi rms have collapsed since 
mid-2014. And business 
confi dence in China has fallen 
to its lowest level since our 
records began.’

Whistleblowing evolves
Whistleblowing practices 
evolve over time, with 
formal arrangements 
needing to be supported 
by independence of ‘speak-
up operators’, says a research 
report from ACCA. Effective 
arrangements involve a 
combination of different 
channels to voice concerns, 
a robust and consistent 
response system, and an 
appropriate recording 
of speak-up events, 
concludes the report Effective 

Speak-up Arrangements 
for Whistleblowers. See the 
report at bit.ly/acca-wb.

Banks must get tough
The Panama papers leaks 
demonstrate that banks need 
to strengthen their client 
controls, HSBC chairman 
Douglas Flint has said. ‘While 
there are lessons to be 
learned from the revelations, 
the circumstances alleged 
in the Panama papers with 
regard to HSBC are largely 
historical, in some cases 
dating back 20 years, and so 
predate the tough fi nancial 
crime, regulatory compliances 
and tax transparency 
standards which HSBC has 
put in place in recent years,’ 
explained Flint. Meanwhile, 
the International Consortium 
of Investigative Journalists has 
published vast quantities of 
data relating to the Panama 
papers leaks. These are online 
at bit.ly/pp-data and are in 
searchable format. The data 

relates to 214,000 offshore 
entities in 21 jurisdictions.

EU is ‘disengaged’
The European Union (EU) 
should be more engaged in 
setting accounting standards, 
according to the European 
Parliament’s Committee on 
Economic and Monetary 
Affairs, which wants closer 
oversight of the IFRS 
Foundation and the European 
Financial Reporting Advisory 
Group (EFRAG). Sven Giegold, 
fi nancial and economic policy 
spokesperson for the Greens/
European Free Alliance group, 
said: ‘The European Parliament 
needs to be included when 
new standards are negotiated. 
Since the EU funds 14% 
of IASB’s [International 
Accounting Standards Board] 
budget and 60% of EFRAG, 
both organisations have to 
follow European standards 
of democratic legitimacy, 
transparency, accountability 
and integrity.’

Big Four show diversity
The Big Four fi rms are all 
listed in the DiversityInc’s 
2016 Top 50 Companies for 
Diversity ranking. EY is highest 
at number three, PwC is fi fth, 
Deloitte 11th and KPMG 
16th. Kaiser Permanente 
tops the table, followed by 
Novartis Pharmaceuticals. 
More than 1,800 companies 
participated in the DiversityInc 
survey. Businesses are ranked 
according to talent pipeline, 
equitable talent development, 
CEO/leadership commitment 
and supplier diversity.

PCAOB warns auditors
The US Public Company 
Accounting Oversight Board 
(PCAOB) has issued a practice 
alert, warning auditors not 
to improperly alter audit 
documentation connected 
to PCAOB inspections or 
investigations. Such behaviour 
violates PCAOB rules requiring 
auditors to cooperate with it 
and can lead to disciplinary » 
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action with severe penalties. 
The alert was issued following 
concerns raised during recent 
PCAOB oversight activities.

‘Google tax’ extends
Australia has introduced a 
profi t-shifting tax, labelled 
the ‘Google tax’, in line with 
that introduced in the UK. 
Companies found to be 
shifting profi ts away from 
Australia to avoid tax will be 
taxed at a penalty rate of 40%, 
rather than the standard 30% 
rate. Australia’s Tax Offi ce will 
recruit a team of a thousand 
tax avoidance specialists to 
target multinationals and 
high-net-worth individuals to 
improve tax collection. But 
treasurer Scott Morrison also 
announced that Australia’s 
corporation tax rate will reduce 
in stages to 25% by 2026.

Saudi revamps economy
Saudi Arabia has announced 
its ‘Vision 3030’ revamp of the 

economy. It is to create a US$2 
trillion sovereign wealth fund, 
diversify the economy and aim 
for a balanced government 
budget. Chairman of state 
oil company Aramco Khalid 
al-Falih takes over as energy 
minister from veteran minister 
Ali al-Naimi. Oil production is 
to increase to meet demand, 
despite lower wholesale prices. 
State-owned Aramco will sell 
5% of the company’s equity 
through a public listing. The 
government has announced it 
will increase permitted foreign 
ownership of Saudi stocks from 
5% to 10%. 

New sharia standard 
The Accounting and Auditing 
Organisation for Islamic 
Financial Institutions and 
the World Gold Council are 
developing a sharia standard 
on gold. The initiative is 
intended to open up the gold 
market to Islamic investors. At 
present, there are differences 

of opinion between Islamic 
scholars as to whether 
gold should be treated as 
a currency or commodity. 
Trading of gold futures and 
other gold market derivatives 
has not been generally 
accepted as sharia compliant 
and so few Islamic investors 
are engaged in gold trading. 

Debt guarantees hidden
Mozambique has admitted 
that it hid US$1bn of 
debt guarantees from the 
International Monetary Fund 
(IMF). The guarantees were 
used to buy equipment to 
protect offshore gas supply 
installations. The IMF has 
suspended fi nancial support 
for the country. Michel Lazare, 
the IMF’s mission chief for 
Mozambique, said that ‘the 
fund and Mozambique will 
continue to work together 
constructively to evaluate 
the macroeconomic 
implications of this disclosure 

of information and identify 
steps to consolidate fi nancial 
stability, debt sustainability 
and enhance governance and 
oversight of public enterprises’.

PwC comes to Dhaka
PwC has opened an offi ce in 
Dhaka in Bangladesh. Clients 
had previously received 
support in Bangladesh from 
PwC people travelling there 
on specifi c assignments. 
Deepak Kapoor, chairman of 
PwC Bangladesh, said: ‘As 
the Bangladesh economy 
continues to grow from 
strength to strength, we 
felt that this was the right 
time for a full-fl edged PwC 
offi ce in Dhaka, offering all 
PwC services, across various 
industry verticals.’ PwC 
Bangladesh plans to recruit 
around 500 professionals 
locally in the next fi ve years. ■

Compiled by Paul Gosling, 
journalist

Meet the metanationals

Some of the largest companies in the world now employ more people than the entire populations of countries; others have 
higher revenues than the dominant world powers. According to a new report by Foreign Policy magazine, ‘metanationals’, which 
maximise their profi ts by being stateless, are becoming the norm and are changing the defi nition of the global superpower. 

6. Samsung 
Electronics

Tech company
Annual revenue:
US$163bn (2015)
Value of brand: 
US$45bn
Value of Croatia’s 
brand: US$32bn

7. Amazon

E-commerce 
company
Annual revenue:
US$107bn (2015)
Active users: 244m
Population of 
Brazil: 204m

8. Microsoft

Tech company
Annual revenue:
US$94bn (2015)
Users: 1.2bn

Population of 
Cyprus: 1.2m

1. Walmart

Retailer
Annual revenue:
US$486bn (2015)
Employees: 2.2m

Population of 
Slovenia: 2.1m

2. ExxonMobil

Oil and gas 
company
Annual revenue:
US$269bn (2015)

GDP of Finland: 
US$267bn

3. Royal Dutch 
Shell

Oil and gas 
company
Annual revenue:
US$265bn (2015)

GDP of Greece: 
US$242bn

4. Apple

Tech company
Annual revenue:
US$234bn (2015)
Economic output: 
US$87bn (2014)
Oman’s economic 
output: US$82bn

5. Glencore

Trading and mining 
company
Annual revenue:
US$221bn (2014)

GDP of Qatar: 
US$202bn

Number of 
Amazon 

active 
users: 244 

million 
Population 

of Brazil: 
204 million

Sources: Foreign Policy magazine, City AM
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ˇ

Accountants – the future
With an evolving business environment bringing a range of new challenges, a major 
ACCA initiative highlights the seven key qualities that professional accountants need

ˇ

managing partner of accountancy practice Fiducia in Singapore. 
‘If your corporate reporting has a strong ethical framework, 
everything else will fall into place by itself.’ 

Similarly, a participant from South Africa, said: ‘The world 
is changing and our profession is changing. Technical ability is 
important but so is character. Trust is going to be the commodity 
of the future.’ 

Given the changing environment, however, technical 
knowledge and sound ethics will not be enough to add real 
value. Professional accountants of the future will instinctively 
need to complement their technical and ethical competencies 
(TEQ) and experience (their experience quotient, or XQ) with 
intelligence (IQ) and digital awareness (DQ). 

The awareness and application of new technologies on 
working practices and business expectations was a regular theme 
in ACCA’s workshop discussions. ‘By 2020 everything will be about 
technology,’ said a survey participant from Ghana. ‘As fi nance 
professionals, we will need to have a broader range of IT skills.’

In addition, professional accountants will need to 
demonstrate interpersonal behaviours, skills and qualities. 
‘Accountants for the future need to develop more networking 
skills,’ said a participant from Zambia. ‘We need to understand 
the global village in which we operate.’ 

Similarly, a participant in Singapore commented: ‘People 
in fi nancial management need to learn more about working in 
teams, collaborating, communicating, infl uencing, persuading, 
presenting and dealing with adversity. These are very important 

characteristics.’ 
These types of skill and ability 

are refl ected in ACCA’s model in the 
quotients for creativity (CQ), emotional 
intelligence (EQ) and vision (VQ). 
Professional accountants’ VQ, for 
example, represents their ability to 
predict future trends accurately by 
extrapolating from existing information 
and fi lling in any gaps through 
innovative thinking. 

‘Finance people will more and 
more be focused on the future,’ said 
Marek Krejcí FCCA, fi nance director at 
Rautaruukki Oyj in the Czech Republic. 

‘We need to be able to give reliable 
forecasts based on understanding the 
business, not statistics.’  » 

The world is changing – and faster than ever. 
Innovations in technology, ongoing globalisation and 
the evolution of governance models are moulding the 

expectations that employers, clients, regulators and other 
stakeholders have of professional accountants. 

Against this backdrop, ACCA has launched a major initiative 
looking at how the main drivers of change will shape the practice 
of accounting over the next decade and beyond. This is the 
culmination of two years of extensive global research, including 
workshops in 21 cities across 19 countries, interviews and a 
major survey of members of the C-suite, carried out by ACCA’s 
professional insights team. The results are shown in a new report, 
Professional accountants – the future, which draws together the 
fi ndings and identifi es seven key technical, interpersonal and 
broader qualities that professional accountants will need to have in 
order to continue adding value to businesses, other organisations 
and economies in the years to come (see box on page 15).

‘As the global business landscape evolves, so will the practice 
of accounting and what is expected and required of professional 
accountants,’ says Faye Chua, head of futures research in ACCA’s 
professional insights team. ‘They need to be on the front foot, 
highly skilled in technical areas but with a vision and a strategic 
mindset – an ability to see the bigger picture.’

Take seven
Technical knowledge, skills and abilities and ethical 
competencies – the professional accountant’s technical and 
ethical quotient (TEQ) – will remain 
the core quality underpinning their 
success. It is technical expertise and 
the integrity with which it is applied 
that makes a professional accountant 
unique. This knowledge will encompass 
not only accounting, tax and other 
specialisms, but also knowledge about 
governance and risk. 

Workshop participants had no 
doubts about the importance of ethical 
and governance strength for the future 
success of professional accounting. 
‘Things change, people change, values 
change and a lot of external factors 
affect a person. But when it comes to 
ethics, the profession needs a gold 
standard,’ said Wayne Soo FCCA, 

‘The professional 
accountant 

needs to be on 
the front foot – 

highly skilled in 
technical areas 
but able to see 

the bigger picture’ 
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performance, looking beyond pure numbers as well as 
providing forward-looking analysis.  

The fourth core driver of change – globalisation – takes many 
forms. It is foreseen in the continuing harmonisation of accounting 
and business standards (an important medium-term factor, 
selected by 42% of survey participants) and in the increasing 
global mobility of professional accountants, who will require the 
necessary interpersonal skills to work successfully with people from 
different countries and cultures. Individuals will increasingly need to 
understand developments in global tax and governance systems as 
well as alternative forms of fi nance, such as Islamic fi nance.  

‘Lead the change’
The culmination of all this analysis is the clear understanding 
that, in order to add value to employers and clients, professional 
accountants of the future will need an optimal and changing 
combination of professional competencies: a collection 
of technical knowledge, skills and abilities, combined with 

Similarly, a participant from the UK said: ‘Accountants need to 
be less focused on what happened last year or last month and 
more focused on the strategic position of the company, where 
it is now, where it wants to be in the future – and not just the 
end of the year.’  

Drivers for change
ACCA also examined how the technical and interpersonal 
competencies expected of professional accountants could be 
affected in six technical areas: audit and assurance; corporate 
reporting; fi nancial management; strategic planning and 
performance management; tax; and governance, risk and 
ethics. We will look at the expectations for each of these 
technical areas in a series of articles to be published in AB over 
the coming months. 

Survey participants were asked to select six factors (out of a 
list of 21) that might have the largest impact on the profession 
in the medium term (over three to 10 years) and the longer 
term (over 10 years). The fi ndings (see box, right) indicate that 
developments in four broad areas are likely to have a signifi cant 
impact on professional accountants in future. These areas are 
regulation and governance, technology, the expectations of 
multiple stakeholders, and globalisation. See more detail on 
these fi ndings in ‘Feel the force’ on page 35.

Changes in regulation and governance are particularly likely 
to have an impact over the longer term. When asked to look 
beyond 10 years, the largest percentage of respondents focused 
on changes in the direction for global governance and roles, and 
the infl uence of emerging global powers and regional and global 
institutions. While governance structures are likely to become 
more complex, so their scope will expand to include more 
non-fi nancial reporting. Similarly, most professional accountants 
will be affected by a greater emphasis on tax transparency and 
increased government action on tax and information-sharing.

New developments in information and digital technologies 
will also continue to change accountants’ roles and the way they 
work. In the medium term, a majority of survey respondents 
(55%) identifi ed the development of intelligent automated 
accounting systems as the factor likely to have most impact, 
while 41% highlighted the impact of cloud computing. Smart 
software and systems will replace manual bookkeeping and 
automate complex processes such as the fi nancial close. 
Technology will support more real-time reporting and 
analysis, as well as a transition from retrospective to predictive 
analysis. The spread of social media will also have an impact, 
improving collaboration, disclosure, presentation and 
stakeholder engagement.

Many respondents (42%) identifi ed the broadening 
measurement and expectations of business value and 
the demands of external stakeholders as likely to have a 
major impact on professional accountants in the medium 
term. Similarly, in the longer term, a majority highlighted 
the impact of changing social attitudes to the profession. 
Many participants believe that professional accountants will 
increasingly need to present a holistic view of organisational 

External drivers

The external factors expected to have the most impact 
over three to 10 years are:

The external factors expected to have the most impact 
beyond 10 years are:

Development of intelligent automated accounting systems

Rate of change and economic volatility

Broadening expectations and scope of business value

Greater harmonisation of accounting and business

Adoption of cloud computing by business

Different aspirations and expectations of future generations

Changes in direction for governance, and infl uence of 
global powers and regional and global institutions

Changing social expectations and evolving scope of what 
is considered accounting and the role of the accountant

55%

42%

42%

42%

41%

52%

39%

50%
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ˇ̌In the words of Roman Fink FCCA, CFO of CSOB Penzijní 
společnost in the Czech Republic, ‘Accountants should not sit 
and wait. They should lead the change.’ ■

Sarah Perrin, journalist

interpersonal behaviours and qualities. Central to this are the 
seven key qualities identifi ed. Together, these amount to a 
personal ‘professional quotient’ (PQ), tailored as appropriate to 
an individual’s particular role and stage of career.

For any individual, developing the range of quotients that will 
be expected of the professional accountants of the future may 
appear challenging. ACCA believes, however, that an individual’s 
performance level across all these quotients can be improved 
through appropriate teaching, training and development. 

The ultimate vision for those who are able to develop the 
future skills and qualities most valued among professional 
accountants is an exciting one. ‘As businesses look to exploit 
new opportunities, respond to new markets and adjust to the 
changing dynamics of a global economy, the strategic planning 
role of fi nance executives will become more important,’ said 
a participant from Kenya. If so, the historical backroom image 
really will have become a relic of the past. 

Accountants can be agents of change in the evolving future. 

Creative (CQ)
The ability to use existing knowledge in a new 

situation, to make connections, explore potential 
outcomes and generate new ideas. 

Intelligence (IQ)
The ability to acquire and use knowledge: thinking, 

reasoning, solving problems and the ability to understand 
and analyse situations that are complex and ambiguous.

Technical and ethical (TEQ)
The skills and abilities to perform activities to a 

defi ned standard while maintaining the highest standards 
of integrity, independence and scepticism.

Digital (DQ)
The awareness and application of existing and 

emerging digital technologies, capabilities, practices, 
strategies and culture. 

Vision (VQ)
The ability to predict future trends accurately by 

extrapolating existing trends and facts, and fi lling the gaps 
by thinking innovatively.  

Emotional intelligence (EQ)
The ability to identify your own emotions and those 

of others, harness and apply them to tasks, and regulate 
and manage them. 

Experience (XQ)
The ability and skills to understand customer 

expectations, to meet desired outcomes and to 
create value. 

Seven key qualities for success

While technical and ethical competencies will remain at the 
core of the professional accountant’s expertise, these must be 
combined with additional quotients or qualities. 

It is the combination of these quotients that will enable 
professional accountants to succeed and add value to their 
employers and clients in the years to come. 

For more information:

Visit accaglobal.com/thefuture to read more about the 
future for professional accountants, including:

ACCA’s report Professional accountants – the future  

Test your quotient rating

Videos on being prepared for the future

Information about related ACCA events
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Brave new world
As ACCA launches a major new initiative that looks at the future of the accountancy 
profession, what do those at the cutting edge believe are the key issues? 

ACCA’s new report, Professional accountants – the future, is the culmination of a two-year initiative to understand the 
key drivers of change that are shaping the fi nance function and to identify the qualities required by the practitioners of 
the future. We spoke to senior fi nance professionals to fi nd out what they think are the crucial factors to consider. 

Fayezul Choudhury

‘For accountants to be relevant 
and to add value, they have to 
respond to change. The main 
areas accountants will need to 
respond to in order to evolve as a 
profession are probably fourfold.

‘One is globalisation, which 
is proceeding apace. It’s an 
integrated economy nowadays: 

the language of business has to be global, the practice of 
business is global, and even national economic policies 
don’t take place in isolation any more. The contagion of 
crises can spread rapidly. Business has to be able to rely on 
the work of accountants around the world, so the global 
profession has to grow and maintain a very high quality.

‘The second area is technology, which has transformed 
the profession, and that will only continue. The third area 
is sheer complexity. The world is just becoming more 
complex, and accountants have to respond to that. And 
fi nally, integrity. For accountants 
to add value, they have to be 
trusted. That means stepping up 
and realising that we have a social 
obligation beyond just corporate 
responsibility. 

‘Accountants have to become 
very infl uential. When they speak, 
people need to listen. When 
they warn, people need to take it 
seriously. When they assert that the 
fi nancial decisions being made are 
based on solid evidence, that should 
give the numbers real credibility.’
 
CEO, International Federation of 
Accountants

Pamela Monroe Ellis FCCA

‘As professional accountants, 
how do we speak out against 
corruption without threatening 
our own security? It’s a huge 
challenge for us going forward. 
We can codify best practices 
in terms of ethics and integrity, 
but at a personal level, how do 
we address these issues, which 

we encounter on a daily basis? As the fi duciary agents in 
government and the private sector, we are at the forefront 
of this challenge. 

‘Since Enron and WorldCom, the accounting profession 
has changed tremendously. We have become so dynamic 
and diverse. We respond on a daily basis to change 
because we are integrated in business and society; we 
infl uence society in all our actions. We have to be mindful 
of what is happening around us and respond appropriately, 
and we have to realise that we are viewed as bastions of 

integrity and that the general public 
relies on us for our honesty. The 
future of the profession depends 
on us standing up, understanding 
expectations and responding 
appropriately.’

Auditor general of Jamaica 

‘We all stand 
or fall by our 

reputation, so 
we all have a 

responsibility 
to each other to 

maintain high 
ethical standards’

Future proofing

See also ‘Professional 
accountants – the future’ on 
page 12 and fi ndings from the 
survey in graphics on page 35
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Helen Brand

‘In our research into the 
future of the profession we 
discovered a brave new world 
of more regulation, greater 
globalisation, ever increasing 
risk and massive technological 
advancement.

‘The accountancy profession 
has to be ahead of the curve 

on all fronts – trained to the highest standards, looking 
beyond the numbers and with a global mindset. On 
top of technical excellence, fi nance professionals now 
require creativity, emotional intelligence and the vision to 
lead. These interpersonal strengths are the means 
by which professional accountants are able to extract 
the maximum value from their technical knowledge, 
skills and abilities.’

Chief executive, ACCA

Barry Cooper FCCA

‘You’ll always need good 
accountants. And as companies 
increase their international 
operations, there are two 
types of skill that accountants 
need: one is technical skill to 
understand things like transfer 
pricing, hedging and managing 
cashfl ows. Secondly, while 

accountants act as smart business people, they need 
also to be aware of the impact their organisations have. 
As companies globalise, more accountants have to get 
involved with broader issues – for example, ethical issues 
about how you treat labour in other countries and tax 
avoidance. These are big issues on the global scene.’

Former ACCA president and associate dean, industry 
engagement and partnerships, Deakin Business 
School, Australia
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For more information:

Visit accaglobal.com/thefuture to download the report, 
Professional accountants – the future, and to take 

the test to fi nd out what kind of a fi nance 
professional you are

Faye Chua

‘Professional accountants have 
retained their crucial roles at the 
centre of many important value 
chains, and across organisations 
of all shapes and sizes, by 
making sure that their particular 
value-added proposition moves 
with the times and stays relevant. 

‘The roles and responsibilities 
of professional accountants already extend far beyond 
their traditional roles. Over the next decade, as operating 
environments become more sophisticated and complex, 
professional accountants will move out of the back 
offi ce and into the front line, where their expertise and 
experience will be vital to drive economic growth and in 
enabling businesses to remain resilient and competitive. 

‘Whatever the shape of the future business 
environment, new competencies will be required. 
Professional accountants must maintain their technical 
excellence and strong ethical grounding, and supplement 
this with certain personal skills and qualities.’

Head of futures research, ACCA

‘Whatever the 
shape of the 

future business 
environment, new 

personal skills 
and qualities will 

be required’

Evangelos Kontogiorgis FCCA

‘Skills that will be of greater 
importance than they are today 
include business partnering, 
the ability to add value to 
the business, the ability to 
work remotely and with virtual 
teams, and the awareness of 
technology and how we can 
use it more effectively in our 

business. Any skills relating to transactional tasks will 
be of less importance. More and more of those tasks 
will be replaced by technology. Some skills will need to 
be completely different from today – the reporting and 
analytical skills – as we will focus more on value-adding 
activities. 

‘I see accounting and fi nance helping the business 
in standardising more processes and procedures. I also 
see a strong role for accounting and fi nance in helping 
to establish a strong control environment that will help 
the business grow, but at the same time manage risks in 
different geographies and geopolitical environments.’

Group chief accountant, Coca-Cola HBC

Sara Harvey FCCA

‘The ethical behaviour of
some larger businesses is
becoming less than transparent. 
We hear about scandals 
almost every day. So corporate 
governance matters now and 
will do in future. And it’s just as 
important in smaller businesses. 
An owner-manager needs 

somebody independent to say, “No, you can’t do that”. 
‘Accountants have an important role here. We have 

objectivity, which we learn through our exams and 
professional experience and which allows us to stand up 
to pressures. A lot can be learned through training and 
education, and that’s really important in countries where 
corporate governance is less well developed. You’ve got 
to have the same standards. 

‘We all stand or fall by our professional reputation, so 
we all have a responsibility to each other to maintain high 
ethical standards.’ 

Chair of ACCA’s Global Forum for Ethics, and director at 
UK practice Hines Harvey Woods
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Coming, ready or not…
The future of the accountancy profession is already upon us, leaving a skills gap that has 
to be bridged as a matter of urgency, says Ramona Dzinkowski

In 1993, armed with youthful 
enthusiasm and a passion for 
knowledge, I set out, as many 
graduates do, to save the world. As 
a Canadian, I was looking for ground-
breaking research in the field of 
‘accounting for the environment’ in 
my own backyard. Much to my North 
America-centric surprise, I discovered 
that if I wanted to be on the leading 
edge in this arena, I had to travel to 
London and the door of ACCA. Many 
years later, I still look first to ACCA to 
understand the evolving role of the 
accountancy profession in achieving 
long-run sustainable growth. 

Now you may think that as an AB 
columnist, I’m just blowing smoke. Not 
so. Since the early 1990s, when it first 
published the poignant work of Rob 

Gray (1990) entitled The greening of 
accountancy: the profession after Pearce 
(UK environmental economist David 
Pearce), ACCA has been instrumental 
in driving the evolution of corporate 
reporting and disclosure, and preparing 
practitioners to meet the increased 
demands of a changing world. And in 
2016, the agenda remains the same.  

In 2014 and 2015, ACCA undertook 
global qualitative and quantitative 
research into the changes professional 
accountants are likely to face up to 2020, 
and the skills they need to help their 
organisations to sustain economic growth 
and compete on a global stage. Here are 
some of the conclusions of this latest and 
what could be called its most ambitious 
programme of research into the future of 
accounting practice to date. 

* The scope of reporting is expanding. 
Between now and 2025, increased 
regulation and disclosure requirements, 
plus a growing awareness of the 
relationship between the underlying 
value of the business, and non-financial 
as well as financial indicators, will drive 
changes in practice.

* Accountants expect integrated 
reporting and sustainability reporting to 
gradually become mandatory globally. 
Many are concerned (or unaware) that 
suitable frameworks, principles and 
standards are unavailable, and want 
more guidance on how to measure and 
account for such things as knowledge 
capital and sustainability. 

* Professional accountants expect the 
ability to communicate a more holistic 
view of corporate reporting will be 
the most important and in-demand 
competency over the next decade. 

These results beg the question of whether 
the profession is ready, 26 years after 
Pearce. Many accountants in the ACCA 
study said no, feeling they lack the skills 
and techniques that the new world of 
corporate reporting will require. They 
also felt they lack the technology skills to 
analyse, interpret and present financial 
and non-financial data faster and in a 
more useful way.  

I expect ACCA to be the first to address 
this skills gap. As its chief executive 
Helen Brand has said: ‘The accountancy 
profession has to be ahead of the curve 
on all fronts – trained to the highest of 
professional standards, looking beyond the 
numbers and with a global mindset.’

The time is certainly now, as global 
regulatory and standards bodies, 
including the European Commission, 
the Global Reporting Initiative and the 
US Sustainability Accounting Standards 
Board continue to expand the scope of 
corporate reporting and disclosure. ■

Ramona Dzinkowski is a 
Canadian economist and 

editor-in-chief of  
the Sustainable 

Accounting Review

For more information:

Read the ACCA report Professional 
accountants – the future 

at accaglobal.com/thefuture
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Suite dreams
Africa is set to become a meaningful player in global real estate, with hotel operators 
and other pioneers well placed to reap the benefits of early entry. Alnoor Amlani reports

Over the last five years sub-Saharan 
Africa has seen a surge in new hotels 
opening – in Lagos, Cairo, Abuja, 
Marrakesh, Nairobi and other cities. 
Travellers today can expect much better 
standards, with international operators 
such as Radisson, Marriott, Hilton, 
Sheraton and Kempinski offering brand-
new hotels in most of the major cities.

Global real estate consultancy 
Jones Lang LaSalle estimated in 2015 
that Africa has about 4,650 hotels with 
581,000 rooms, 43% of which are in sub-
Saharan Africa. While political unrest has 
led to a downturn in the north African 
market, some 9,000 additional rooms are 
expected to be built for each of the next 
three years in sub-Saharan Africa. 

The reason is simple: there are only 
about 50 rooms available for every million 
people in the region, making it one of 
the least developed hotel markets in the 
world. This supply gap is exacerbated 
by the growing demand for hotel rooms 
and explains why current average rates 
are around US$118 a night for a business 
hotel room in a major city. It is also why 
internal rate of return expectations in 
sub-Saharan Africa are some 30% to 40% 
higher than anywhere else in the world.

W Hospitality Group in its 2015 survey 
revealed there are 191 hotels with over 
30,000 rooms already in the pipeline in the 
region. With 51 hotels, Nigeria accounts 
for the lion’s share of that pipeline.

Most of these investments are being 
made by African players, but many 
established global brands have entered 
the market as operators. W Hospitality’s 
survey ranks Carlson Rezidor’s Radisson 
Blu top in terms of the number of hotels 
and rooms in its development pipeline. 
Its sister brand, Park Inn by Radisson, 
also makes the top 10, while the Hilton 
and Hilton Garden Inn brands occupy 
second and fifth respectively. Marriott and 
Starwood each have two brands in the top 
10, with Starwood achieving particularly 
strong growth for its Sheraton and Four 
Points brands. 

Kempinski has been signing the 
biggest development deals, with an 

average of 324 rooms per hotel, and 
has the largest hotel project of all in the 
region: the 451-room Grand Hotel Oyala 
Kempinski in Equatorial Guinea’s future 
new capital, Oyala. Hilton Worldwide, 
however, takes top slot in terms of the 
number of rooms in its pipeline, with 4% 
more rooms than Carlson Rezidor, and 
13% more than Marriott.

Challenges faced by hotel investors 
in Africa include lack of transparency in 
the real estate sector, shortage of skills 
and expertise in many countries, and the 
perceived higher risk due to the emerging 
nature of the industry. Certainty of delivery 
is often the most critical challenge, with 
delays and budget overruns the norm 
rather than the exception. 

In the short term, emerging market 
currency fluctuations, export earnings, 

over-exposure to resources, economic 
volatility and socio-political instability 
will also hit investment returns and 
opportunities. But in the long-term 
there is little doubt that Africa will be a 
meaningful player in the global real estate 
economy and the pioneers will be well 
placed to reap the benefit from their early 
expertise in the sector. ■

For more information:

Jones Lang LaSalle’s report 
An overview of the hotel real estate 

sector in Africa, is available at  
bit.ly/Africa-hotels

W Hospitality Group’s report Hotel 
chain development pipelines in 

Africa 2015 is at bit.ly/Hotel-pipeline

Alnoor Amlani FCCA is an 
independent consultant 

based in East Africa
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Defining future careers
Seven key characteristics for successful finance professionals over the coming decade 
have been identified. Let’s start developing them, says ACCA president Alexandra Chin

Think Ahead is ACCA’s brand strapline, 
defining in two words what we stand 
for: that we lead and shape the 
profession, and that our qualifications 
have fuelled our members’ careers.

Describing the future is part of ACCA’s 
strategic DNA. Through our research and 
insights work, we look to explain that 
future, with the help of our members and 
other finance professionals. 

The long view is important. We need 
to think ahead so we can define future 
strategies and new ways of working, 
especially in volatile, uncertain, complex 
and ambiguous times.

As you can see from the front cover 
of this edition of AB magazine, we have 
taken a long view about the future of 
the profession. We spoke to nearly 
250 finance professionals and experts 
from Canada to Zambia, at big firms 
and in government, from regulators to 
universities, to define the trajectory of 
the profession. The resulting report, 
called Professional accountants – the 
future, explores in detail the dynamics of 
the profession to 2025. Regulation and 
governance, technology, globalisation 
and the expanding expectations placed 
on our profession will all have an effect 
– they are already doing so. The future is 
happening as you read this.

Change is inevitable. How we prepare 
for it is critical. Our report has identified 
seven key future skills that will ensure that 
the accountant of today and tomorrow 
remains a professional in demand. 

So what does the accountant 
of the future look like? The report’s 
analysis suggests that professional 
accountants need an optimal and 
changing combination of professional 
competencies, a collection of technical 
knowledge, skills and abilities, along with 
interpersonal behaviours and qualities. 

By 2025, all professional accountants 
will need to develop professional 
quotients to fit their role and stage of 
their career. Individuals won’t possess 
all of them. Some will be easier to 
display and secure than others. Everyone 
has strengths and weaknesses, but 

recognising where they lie and where 
improvements need to be made is crucial. 

I’d urge everyone to read this report. 
It’s thought-provoking and inspiring, and 
we’d love to know what you think.

The report will be on the agenda 
for our Council meeting this month 
in Singapore, where ACCA will be 
celebrating its 80th birthday. We’ve come 
a long way in the Lion City and Asia Pacific 
over the years, and I am sure you will join 
me in congratulating ACCA Singapore on 
its anniversary, alongside ACCA Malaysia, 
which is also marking its 80th birthday.

Our Council meeting will also give 
us the chance to consider the agenda 
for this year’s AGM. We’ve had a lot of 
queries about standing for Council – visit 
the AGM section of our website to find 
profiles of Council members who have 

agreed to share insights into their working 
and personal lives. Past president Anthony 
Harbinson and Hemraz Hoolash were the 
first to offer their views in Q&As that are 
both moving and personal, displaying two 
of the quotients for success – emotional 
intelligence and creativity – that up to 
now have not often been associated with 
the accountancy profession. ■

For more information:

See Professional accountants – the 
future at accaglobal.com/thefuture

Visit ACCA’s AGM webpages at 
accaglobal.com/council 

See the interview with Helen Brand 
in the ACCA section of this edition 
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The view from
Blessing Nshaho FCCA, chief executive of Asset Business 
Solutions in Kampala, Uganda

I started my fi rst business in primary 
school. I wanted to add to my pocket 
money to go to the cinema as often 
as possible, so I began breeding and 
selling ornamental fi sh. I’ve always had an 
entrepreneurial spirit – I’m not good at 
doing repetitive tasks, and running your 
own business gives you the opportunity to 
focus on what you like best and make the 
positive impact that you want. I get bored 
if I don’t have the chance to interact with 
people and ideas. And although we’re a 
small company, I’m able to apply much 
of the knowledge and skills I developed 
working in the Big Four to both running 
my own company and helping clients to 
run theirs. It’s been tough at times, and 
I’ve had to focus on the activities that 
generate the most worthwhile clients and 
sustainable profi ts.  

Companies are only as successful as 
their ability to manage their fi nancial 
and social capital. I’ve worked in the UK 
and the US, and what stands out for me 
now that I’m resettled back in Uganda 
is that in Africa there’s a signifi cant 
knowledge gap around management 
of on and off-balance sheet assets. 
Asset registers are often non-existent 
or not updated, and a lack of proper 
tracking creates fl ourishing conditions 
for misappropriation and corruption. 
This adversely affects growth, and on 
a macroeconomic level can seriously 
impair the ability of countries to attract 
foreign investment. 

Leadership teams here typically 
prioritise revenue generation. Of course 
this is important as an end goal – but too 
often it’s at the expense of quality and 
service delivery. Our mission is to help 
companies manage those assets better 
– for me, it’s a crucial factor for socio-
economic prosperity across the continent.

Entrepreneurs in Africa are streetwise. 
An appetite for risk sets them apart – but 
too few get talent development right, 
placing them at a disadvantage when 
competing with international companies. 
I often detect a sense of dependency and 
entitlement in certain workplaces; people 
want higher salaries and bonuses without 
asking themselves how they can add 
value in return. Challenges around work 
ethics, decision-making and adoption of 
technology all play a part, and until Africa 
has the necessary critical mass in terms 
of quality talent – visionary, dedicated 
people who identify with their employer’s 
objectives and culture – substantial growth 
won’t be easy to achieve. 

Without my ACCA Qualifi cation, my 
business would not be what it is today. 
Clients trust us because of my FCCA 
status; it speaks for me before I’ve even 
turned up to meet prospective clients. 
And not only does it engender trust, my 
training and studies form the backbone of 
the advice we give clients. ■

Until Africa has 
the necessary 

critical mass in 
terms of quality 

talent, substantial 
growth won’t be 
easy to achieve

Snapshot: healthcare

Healthcare remains a growth area 
but there are very real challenges. 
A tighter fi nancial environment, 
with contracts often subject to 
government sign-off, combined 
with emphasis on value, means 
creating worth for the patient is the 
key indicator – healthcare providers 
have to focus on achieving the best 
outcomes at the lowest cost, as do 
those who provide services to them.

This requires a new focus on 
system transformation to enable 
organisations to move on from year-
to-year cashfl ow issues to overhaul 
of operations, both fi nancial and 
medical. It is no longer possible to 
separate accounting from clinical. 
Multidisciplinary teams are essential 
in answering the challenges arising.

Understanding technology as a 
key effi ciency driver is critical. Much 
innovation is coming from outside 
the healthcare sector. Harnessing 
that technology, and partnering with 
new entrants in the space, is key – 
either by managing partnerships and 
bringing new players to the table, or 
by developing in-house platforms.

Analytics and data are vital to 
managing risk, treating patients 
better and creating greater 
value. In health, this is particularly 
complex as data issues are mired in 
the controversy of trust. Individuals 
who understand how to harness 
big data whilst appreciating the 
complexity of the regulatory and 
cultural environments will be key.

Quentin Cole, leader of PwC’s 
health industries
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Seeds of change
Sub-Saharan Africa is taking much-needed steps to improve its corporate governance in 
order to boost growth – and professional accountants have a key role to play

The need for sub-Saharan Africa to 
improve its corporate governance, 
promoting sustainable development 
in a region that still trails the rest of 
the world in many poverty metrics, 
has been a key theme of accounting 
conferences. And new initiatives 
reflecting this understanding have 
been making progress in both East 
and West Africa.

East Africa is certainly moving ahead 
in business terms, with the World Bank 
forecasting powerhouse Kenya’s economy 

to grow by 6% in 2015. Politically stable 
Ethiopia is forecast to grow by 9.5% in 
2015; Uganda 5.5%; Tanzania 7.2%; and 
Rwanda 7%. These are big numbers and 
for this growth to be maintained, the 
expanding companies generating this 
wealth need to be well run. This is the 
view of the Africa Corporate Governance 
Programme, which in September 2015 
launched an East Africa chapter. It is 
run by the World Bank’s International 
Finance Corporation (IFC), and financed 
by the Swiss government. 

The programme’s East Africa chapter 
is tasked with improving the performance 
of businesses in Kenya, Uganda, Rwanda 
and Tanzania by helping them adopt 
good corporate governance practice. 
Mohammed Nyaoga, the Central Bank 
of Kenya chairman, explained the 
chapter’s advice would help companies 
access capital and lower regulatory 
costs. He says: ‘Business leaders need 
to move beyond setting corporate 
governance rules and toward adopting 
behaviours that embed good practice 
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into corporate values and everyday 
business decisions.’ Openness is key 
here, he said, and programme specialists 
will coach businesses on becoming more 
transparent and accountable to investors 
and commercial partners.

Cheikh Oumar Seydi, the IFC’s director 
for eastern and southern Africa, says 
he hopes such reforms would underpin 
development work that his organisation 
undertakes across a wide range of sectors: 
‘The IFC is supporting businesses in 
critical sectors for African development, 
including power, agribusiness and 
financial services. By further supporting 
good corporate governance practices 
within African companies, we expect 
them to carry lower financial and non-
financial risk, and generate higher returns 
for shareholders.’

The programme, he argues, would 
‘equip businesses in East Africa with 

the tools they need to attract and retain 
investment and operate more efficiently, 
which in turn, will boost economic growth 
in the region’.

The initiative is not the first in East 
Africa to promote good corporate 
governance, however. Japheth Katto 
FCCA, a former CEO of Uganda’s 
Capital Markets Authority (CMA) and a 
Commonwealth Association for Corporate 
Governance certified trainer, stresses 
how in Uganda, the 2012 Companies 
Act has provisions encouraging good 
corporate governance: ‘The provisions 
are mandatory for public companies but 
voluntary for private companies. Also, in 
Kenya, the CMA has been developing a 
comprehensive code of good practice for 
listed companies.’

What’s more, the East African 
Community, an international organisation 
uniting Burundi, Kenya, Rwanda, Tanzania 
and Uganda, has issued a corporate 
governance directive for capital markets 
intermediaries, while one for listed 
companies has been drafted.

Such initiatives have also borne 
fruit elsewhere on the continent. The 
IFC has already teamed up with ACCA 
to boost corporate governance in 
West Africa, through a three-year-long 
partnership in Ghana. The organisations 
held a conference in February 2015 
in the Ghanaian capital Accra to raise 
awareness of the value and importance 
of good corporate governance. The 
event, ‘Corporate Governance: A Catalyst 
for Ghana’s Economic Development’, 
involved more than 100 regulators, 
policymakers, accounting profession 

and business leaders discussing barriers 
to progress and what good practice 
Ghanaian companies need to embed 
effective corporate governance. 

Despite this progress, Katto says 
further work is needed regarding 
corporate governance in African small-
and-medium-sized enterprises (SMEs) and 
family-owned companies: ‘Some family-
owned private companies are larger than 
listed ones but with very poor corporate 
governance.’ He adds that corporate 
governance concerns should be extended 
to the public sector, which is ‘the area that 
needs the greatest attention…particularly 
state agencies and parastatals’.

Jamil Ampomah, ACCA director – 
sub-Saharan Africa, is certainly clear that 
good corporate governance is a boon, 
wherever it takes root: ‘Companies with 
good corporate governance tend to 
run their businesses more effectively, 
while balancing entrepreneurship and 
prudence. This helps them create » 

East Africa protocol on good governance 

Just as Europe has the European Union, Africa has regional organisations 
driving reform across member countries, with a view to promoting regulatory 
harmonisation and efficiency. One of these is the East African Community 
(EAC), which has its eye on boosting corporate governance. A key ‘protocol’, 
the main legislative vehicle for the EAC, has been under development on 
good governance.

This aims to promote good governance in governments as well as companies 
– a key goal being to reduce corruption, which is regarded as a major barrier to 
development in the region.

In the protocol, the EAC member states promise to create ‘deterrent 
mechanisms to bribery for both domestic and foreign officials, corporate bodies 
and other types of front companies’. They also agree to promote good corporate 
governance by: establishing relevant national regulation; developing harmonised 
corporate governance principles; using regional and national institutions to 
promote the awareness of corporate governance; and adopting and enforcing 
accounting and auditing best practice standards and codes.

‘Some family-
owned private 
companies are 

larger than listed 
ones but with very 

poor corporate 
governance’
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the market confidence and enhance 
the business integrity that is essential 
in gaining access to long-term 
investment,’ he stresses. 

Compliance challenge
Accountants can play a key role in 
improving corporate governance, he 
says, especially when, as often happens in 
sub-Saharan Africa, many become board 
members, executive directors, even CEOs 
and CFOs. ‘They are therefore directly 
responsible for setting the strategic aims, 
putting them into effect or supervising 
the process, and communicating with 
stakeholders,’ says Ampomah.

He also stresses the value of 
accountants as external partners in 
improving corporate governance – as 
independent auditors evaluating the 
integrity of financial information, or as 
advisers helping companies improve 
corporate governance based on their 

experience of risk management and 
internal controls.   

‘Achieving good governance is one 
of the region’s greatest challenges 
and will determine the success of new 
programmes and projects to promote the 
region’s development,’ he says, noting 
this was a key finding from ACCA research 
into African corporate governance.

One key problem he highlights is 
‘the lack of obligation or enforcement 
to comply with codes’. He adds: ‘Such 
attitudes and behaviours present the 
greatest barriers to improving practice 
in the African region. As a result, there 
is an absence of effective corporate 
governance practices in a significant 
number of organisations.’ 

How should this be fixed? Drawing on 
ACCA research conclusions, Ampomah 
has a clear checklist of reforms:

* Organisations should ensure that 
there is a common understanding 

of governance and ethical standards 
among governing body members and 
senior executives.

* Codes of governance or frameworks 
that are appropriate and relevant 
should be put in place to support 
innovation and improvement in 
practice. These should be adaptable 
to each organisation.

* Governing body members and 
employees should be clear about 
roles and responsibilities for strategic 
and operational governance and 
ethical practices.

* Accountants, particularly those serving 
on audit committees, should make 
sure decisions are transparent and 
decision makers are held to account.

* The role of accountants in 
implementing standards and 
ensuring compliance should be given 
greater prominence by making their 
contribution explicit to professional 
accountants and other relevant 
individuals across sectors and 
organisations. ■

Keith Nuthall, journalist

ACCA to support the profession in Rwanda  

The International Federation of Accountants (IFAC) has selected ACCA to 
support the Institute of Certified Public Accountants of Rwanda (ICPAR) in 
developing the profession in the East African country. ACCA will work with 
ICPAR to update its strategic plan and help strengthen systems for accountancy 
education, qualification and CPD. ICPAR was set up with the support of the 
Rwandan government in 2008 and admitted as an IFAC associate in 2012.  ‘We 
firmly believe in the development of strong, self-sustaining national accountancy 
organisations, which in turn support a robust global profession,’ said ACCA 
executive director of markets Stephen Heathcote. See AB, March 2016, page 62.

▲ Transport of delight
Workers building the now completed 
US$135m Kigamboni Bridge in Dar es 
Salaam, Tanzania. Business is expected 
to gain from commuters no longer being 
held up for hours because of breakdowns 
among the poorly maintained ferries that 
were the previous sole transport option
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In the anti-fraud front line
Fraud remains a growth industry, threatening companies large and small, but take heart: 
effective accounting practices can go a long way towards beating it

The typical organisation loses 5% 
of its annual revenues to fraud – a 
global loss of nearly US$3.7 trillion, 
according to speakers at the European 
fraud conference of the Association of 
Certified Fraud Examiners (ACFE).

But even though the conference 
acknowledged that fraud is a fact of 
today’s increasingly complex and online 
life, with financial fraud in particular 
on the rise, it also emphasised that 
comprehensive financial reporting can 
make a big difference in fraud detection. 

With 75,000 members, ACFE is the 
world’s largest provider of anti-fraud 
training and education. Its conference took 
place shortly before the body released 
its Report to the nations on occupational 
fraud and abuse 2016 – its ninth and most 
extensive such report to date, covering 
2,410 cases from 114 countries.

‘Basic financial fraud schemes will 
increase again even if major cases such as 
Enron are fading from the memory, and 
the digitalisation of fraud will become 
more prevalent,’ ACFE deputy training 
director Liseli Pennings told Accounting 
and Business on the sidelines of the 
conference, which was held in March in 
Brussels. ‘Companies must train their 
departments on every level, as fraud now 
touches everyone.’

Pennings said the 2016 figures were 
similar to those in the 2014 report. 
‘Asset misappropriation is by far the 
most common form of occupational 
fraud, occurring in over 83% of cases, 
while financial statement fraud such as 
embezzling and credit card fraud is seen 
in less than 10% of cases [17% in Western 
Europe]. Corruption is in the middle with 
35.4%, slightly down on 2014.’

On the other hand, ‘You don’t lose so 
much money with asset misappropriation 
– about US$125,000 per case, slightly less 
than for 2014 when it was US$130,000,’ 
the former US Treasury special agent 
continued. ‘But financial statement fraud 
causes a median loss of US$975,000. 
Corruption cases, as in 2014, caused a 
median US$200,000 loss.’

The 2016 ACFE report further revealed 
that banking and financial services, 
government and public administration, 
and manufacturing industries were the 
sectors most vulnerable to fraud. More 
occupational fraud originates in the 
accounting department (16.6%) than in 
any other business unit.

Despite this, Sonny Luypaert, 
president of ACFE Belgium, told the 
conference that training was sadly lacking 
in the accounting world – a recent » 
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EY survey revealed that over 33% of 
respondents had not received training in 
anti-corruption policies and 25% had no 
whistleblowing hotline to access.

‘There are so many different models 
available to analyse company statements 
for financial fraud, but accountants are 
not trained in this,’ Luypaert said. Data 
analytics is one popular new tool, with 
one ACFE conference exhibitor, US-based 
ZyLab, specialising in data screening to 
help investigations.

In an exclusive interview with AB 
after the event, Luypaert singled out 
the Beneish mathematical model, which 
uses a company’s financial statements 
and eight variables (eg sales, expenses 
and depreciation) to calculate an 
‘M-score’ (manipulation) showing 
whether a company has manipulated 
its earnings. There is also an ‘OK-score’ 
model that screens 125 lines from five 
years of financial statements to predict 
if bankruptcy and fraud may have taken 
place or is likely to do so.

For Luypaert, accounting – ‘the 
measurement, processing and 
communication of financial information 
about economic entities’ – should be 
more than ‘just recording historical events 
based on a document. Ideally it comprises 
the verification of the legitimate 
transaction – did the event take place? Is 
it related to the business activity of the 
company? Is the invoice original?’

Moreover, ‘finance people should 
invest time and energy to understand 
the business and risks associated in their 
industry’, said Luypaert, a partner with the 
Netherlands-based special investigations 
and consultancy bureau Ebben Partners, 
which recommends that complex 
investigations should be undertaken by a 
combination of lawyers and investigators 
rather than accounting firms.

‘Accountants, auditors and financial 
professionals should cooperate, but 
the more a person knows about an 
organisation, the better he can prevent 
and detect the risks and fraud. Financial 
professionals are best fitted to fight 
fraud,’ she said.

In investigations, the accountant or 
forensic auditor must be vigilant, Luypaert 
continued. ‘Originals should not be 
touched more than necessary; they might 
undergo forensic analysis later on. Good 
filing is critical, and losing a document is 
not allowed.’

Luypaert pointed out that reviewing 
accounting records is one of the easiest 

and most effective methods of detecting 
internal fraud. At the conference ACFE 
vice president Hugh Penri-Williams delved 
into fraud’s history with ‘the 39 Mis-steps’ 
(after John Buchan’s 1915 spy classic 
The Thirty-Nine Steps), showing how 
accounting basics such as checking bank 
statements, looking for duplicates, and 
watching for double-charging and falsified 
claims via audit trails were essential in 
fraud investigations, as ‘if people can do it 
[commit fraud], they probably will’.

With that in mind, Luypaert, like most 
conference speakers, admitted that 
fraud’s biggest ally was human weakness. 
‘It is important to set the tone at the top 
of an organisation, coaching and guiding 
employees with a clear anti-fraud ethical 
culture,’ she said. ‘Despite excellent anti-
fraud IT systems and processes, human 
beings remain the weakest element in the 
ring of security.’

She said that good questioning 
techniques helped in judging how truthful 
a witness or target in corporate fraud 
was. For her, it is a regret that ‘interview 
techniques are a specialised skill not often 
mastered by the accountant’.

For Martin Vaughan, UK-based 
executive associate for international 
investigation company Forensic Interview 
Solutions, training and interview 
planning and preparation are essential to 
understand the psychology of a fraudster 
and prove guilt. ‘What you see often isn’t 
what you get,’ Vaughan said, comparing 
a fraud investigator to a magician, and 
adding: ‘One-size-fits-all interviewing 
does not work.’

Investigative journalist and author 
Anita Raghavan, now at the New York 
Times and formerly of the Wall Street 
Journal, argued that good financial 
reporting and training are just as good 
as modern technology when fighting 

fraud. Raghavan said that ‘shoe-leather 
investigative work’ such as checking bank 
statements had been more important 
than wire taps – ‘very expensive and 
often unusable for privacy reasons’ – in 
bringing Raj Rajaratnam to justice in May 
2011; the former New York hedge fund 
manager was found guilty of 14 counts of 
conspiracy and securities fraud.

Other conference speakers highlighted 
the importance of effective financial 
reporting in detecting fraud in transactions 
with the popular alternative currencies such 
as bitcoin. Peter Temminck, investigator at 
the corporate security and investigations 
department at the Netherlands-based 
NN Group, said the Tokyo-based Mt Gox 
exchange processed 70% of all bitcoins in 
2013 only to lose a million of them a year 
later. Company managers later claimed 
that a hacker had conned them into 
releasing bitcoins more than once through 
‘transaction malleability’.

But some bitcoins were later found 
on a hard drive within the exchange, 
and Temminck argued that extensive 
data analysis might have stopped this 
fraud. However, he warned again how 
personal factors may be important, 
mentioning the possibility that ‘someone 
with inside knowledge of Mt Gox’ caused 
the fraud.

Consultant and certified fraud 
examiner (CFE) Steven David Brown, 
based in Austria, highlighted bitcoin’s use 
in illegal activity – with software engineer 
Mohammed Amer Ali using 500 bitcoins in 
July 2015 to buy enough ricin on an illicit 
trading platform on the web’s ‘darknet’ to 
kill 1,400 people.

Brown added that even with vigilant 
financial reporting and training, ‘you are 
only as good as the data reviewed, the 
examiner and the questions asked’.

‘There is no evidence button for 
fraud cases,’ he admitted. It’s a message 
that is only too clear, given the failure 
of criminal intelligence to stop the 22 
March terrorist attacks at Brussels Airport, 
opposite the conference hotel venue. As 
a result of those bombings the second-
day conference programme was greatly 
reduced, with most of the planned 
speakers cancelled. ■

Liz Newmark, journalist based in Brussels

Good financial 
reporting and 

training are just as 
good as modern 

technology when 
fighting fraud

For more information:

Read ACFE’s 2016 global fraud 
study at bit.ly/ACFE-2016
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Snapshot: M&A

The global mergers and acquisitions 
(M&A) market has always had to 
take stock of regulatory and political 
change. However, it is prolonged 
economic challenges that are 
driving investment decisions, 
leading companies to ally and 
cooperate to generate growth as 
well as compete and acquire to gain 
market share. Currently, none of the 
world’s major economies looks likely 
to spark strong growth in 2016. 

Businesses are operating in 
a challenging macroeconomic 
environment: economic growth 
remains subdued; low infl ation 
endures; price sensitivity is 
becoming ever more intense. Within 
this complex environment, disruption 
continues to fundamentally 
challenge business models. The 
digital global economy, where 
peers pool their access to goods 
and services, is adding to price 
pressure, and past performance is 
neither an indicator nor a guarantee 
of future success. In addition, 
changing customer preferences and 
shifting consumer behaviours are 
transforming the business landscape.

In this bold new world, clients 
seek to work with those advisers 
who can best position them to win. 
Strategic thinking on a global scale, 
as well as access to a global talent 
pool and commercial acumen are at 
the top of the list of skills clients are 
looking for.

Michel Driessen, transaction 
advisory services markets leader, UK 
& Ireland, EY

The view from
Gavin Brown FCCA, managing partner of BDO in 
Doha, Qatar and advocate of mentoring

Giving people a sense of agency can 
radically enhance the focus and energy 
they bring to their work. It’s when 
people feel they’re in control, with genuine 
decision-making authority, that they 
perform at their best. I purposely never 
tell someone how to do a specifi c task; 
instead, I outline the required deliverables 
and timeline, allowing them to work it out 
for themselves. Of course I’m on hand 
to provide support or get them back on 
track along the way – but it’s my view that 
professional people are typically proud and 
sensitive, and won’t respond to orders. 

Professional services fi rms must 
understand what their clients truly 
value. It’s crucial not to lose sight of the 
fact that we exist to serve our clients. It’s 
about tracking client preferences and 

requirements, always asking yourself how 
their needs might be changing while 
keeping them informed. We care deeply 
about our clients, and when a member 
of the team delivers exceptional client 
service in the course of their work, I make 
sure everyone knows about it. People who 
by nature make things happen respond 
well to appreciation and recognition, and 
the resulting enthusiasm, energy and drive 
is infectious and addictive. That in turn 
impacts positively on all our interactions 
with clients.

One of the greatest contributions I 
can make is to clarify and breathe life 
into our core values. These have been 
developed with input from the whole team, 
as people are much more willing to buy 
into such a framework if they have been 
involved in its creation. And when one 
of our team demonstrates that they’ve 
applied those values in their work, we like 
to make a noise about it, sending a memo 
to all staff. For me, a written memo can 
have a more powerful effect than an email.

Mentoring improves communication 
and creates a development culture. 
All our people are either mentors or 
mentees, meeting six times a year. These 
meetings are designed to give mentees 
the opportunity to express their views 
and development needs. But mentors 
also develop their own leadership skills 
through the practice of listening to and 
empathising with their mentees – I believe 
we all learn more about something when 
we teach it. And of course there are many 
other ways of supporting development 
outside of formal mentoring schemes, 
such as regular coaching, providing regular 
feedback and post-assignment reviews.

I never settle, and never just coast 
along. Even if they’re performing 
well, leaders must adopt a lifelong 
learning mindset. It’s also important to 
stay in physical shape – my goal is 30 
minutes of exercise a day, leaving me 
physically and mentally able to handle a 
demanding workload. ■

It’s crucial not 
to lose sight of 

the fact that we 
exist to serve our 
clients. It’s about 

asking yourself 
how their needs 

might be changing
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With audit business providing lower returns and consulting fees rising 
exponentially, the issue of independence at the Big Four is rearing its 
head again. How to balance audit’s limited fare with advisory’s plenty?

Big Four balance?

The rapid growth of new business 
is normally a cause for unrestrained 
celebration, but soaring consulting 
revenues are a reason for concern at 
the Big Four. 

‘We have been down this road before 
and it is fraught with tensions,’ says Jim 
Peterson, who was in-house legal counsel 
for Arthur Andersen for 18 years and 
the author of Count Down: The Past, 
Present and Uncertain Future of the Big 

Four Accounting Firms. ‘The surge in 
consulting or advisory services in the 
1990s was a bugbear for regulators, 
who feared it would conflict with the 
crucial role these firms play in validating 
corporate accounts. It also led to ruptures 
within the major professional services 
firms as two distinct cultures clashed.’ 

In the early 2000s, the consulting units 
at the large professional services firms 
were either sold off or split out. The Big 

Four seem to be fast reaching this point 
again. Over recent years, the firms have 
been two-speed businesses, with slow 
growth in audit but runaway acceleration 
in consulting. 

The stagnation in audit revenues 
is attributable to a couple of factors. 
Fiona Czerniawska, managing director of 
research firm Source Information Services, 
says: ‘The Big Four have already locked 
up a dominant audit market share, so 
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growth is very slow and volumes do not 
change very much.’

Only two of the FTSE 100 companies 
are not already audited by a Big Four 
firm: Sports Direct, which stuck with its 
mid-sized auditor Grant Thornton after 
being elevated to the index in 2013; and 
Randgold Resources, which has used BDO 
since 2007. This dominance is also global. 
As of the end of 2014, the Big Four audited 
95% of the world’s 500 largest companies. 

The mandatory rotation of auditors 
imposed by regulators around the 
world (including an EU-wide regulation) 
to prevent too cosy a relationship 
developing between a business and its 
auditor is setting a further challenge to 
revenue growth. Rotation puts pressure 
on audit firms to reduce fees, the 
bidding process is costly, and auditing 
a company for the first time is more 
resource-intensive than working again for 

a familiar client. However, the increasing 
automation of the audit itself, such as the 
use of data analytics, is reducing costs 
and should help offset some of the fee 
pressure (see AB, February 2015). 

The contrast with the fortunes of the 
consulting business could scarcely be 
starker. ‘The public importance of auditing 
is still as crucial as it ever was,’ says Stella 
Fearnley, professor of accounting at 
Bournemouth University. ‘But recently, » 
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consulting has become a more exciting 
business by far.’ After a decade of frantic 
growth, revenues from advisory are now 
larger than for auditing for all the Big 
Four UK firms. In the 10 years to end-
2014, for example, advisory revenue at 
EY increased by 225% from £0.3bn to 
£0.9bn, according to Source. Over the 
same period, audit, which represented 
a higher share of revenue in 2004 with 
£0.4bn, expanded by a more modest 46%. 
Advisory revenues are up by 188% at PwC, 
and 205% at both KPMG and Deloitte. 
The same pattern can be seen in other 
main markets. 

Technology the driver
So what is behind this growth? The 
economic bounce-back of many rich 
nations in the years after the 2008 
financial crisis is only part of the answer, 
says Czerniawska. ‘The key driver has 
been improvements in technology and 
a determination by companies to make 
best use of them,’ she says. ‘Globally, 
45% of the growth in consulting in 
2014 came from digital transformation, 
helping companies change the way 
they work in response to these new 
technological capabilities.’ 

From traditional retailers expanding 
their online offerings, to financial 
technology businesses challenging other 
financial services providers to change 
the way they operate, to the increasing 
digitisation of government services, 
it seems that everyone needs help 
with digital. 

This environment is creating such 
an abundance of opportunities that 
most consultancies are growing. ‘There 
is enough food for everybody to eat 
here,’ says Czerniawska. Yet the advisory 
operations of the Big Four have been 
doing even better recently than the 
independent consulting firms, she says. 
‘This is partly because of the high rates 
of growth in demand from the financial 
services businesses – a sector in which they 
have traditionally had a strong position.’ 

The banks have required more help 
to cope with intensifying and changing 
financial regulation. They have needed 
advice not only on the implications of the 
shifting rules, but also on changing their 
systems to ensure they are compliant and 
calculate appropriate compensation when 
they have made mistakes. The fact that 
the Big Four have audited these financial 
entities has given them a bridgehead 
to sell this kind of service.

In response to this surge in demand, 
the Big Four have been buying up a range 
of consultancies with different specialities, 
as well as developing their own internally. 
Some have been really big deals: in 
2013 the purchase of Booz added 3,000 
staff in 57 countries to PwC’s offering, 
renamed Strategy&. ‘This kind of large 
deal has been the tip of the iceberg,’ 
says Czerniawska. ‘They are trying to be 
strong across the board in consultancy, 
from IT to strategy.’

Yet the landgrab has also revived old 
controversies. ‘We are slipping back,’ 
said Arthur Levitt, the former chair of the 
Securities and Exchange Commission, 
in response to the PwC deal. ‘As the 
accounting profession becomes more 
committed to consulting, their audit 
activities have got to be questioned.’

Internal and external pressures
Peterson believes that pressures will 
come from regulators and the firms 
themselves. ‘Through the 1990s we saw 
increasing concern among regulators 
that fast-growing consulting abridged 
the notion of an independent audit,’ 
he says. ‘Whether this was right or 
wrong, there was a sense that selling 
advisory services to companies would 
make it harder for accountancy firms 
to assure the integrity of corporate 
accounts.’ That led politicians and 
regulators to restrict the operations of 
professional services firms. 

Such limitations exacerbated internal 
tensions that had been building within 
the firms. ‘In Arthur Andersen, which 
was one of the trailblazers in developing 
its advisory businesses, internal tensions 
led to a breakdown of the model. 
There were escalating conflicts over 
compensation, since consulting partners 
could often end up bringing in more 

money and wanted that to be reflected in 
their pay,’ says Peterson. 

As profits surged in advisory, Arthur 
Andersen consultants increasingly 
resented the need to make transfer 
payments to the accounting business. 
The International Chamber of Commerce 
was brought in to arbitrate and ultimately 
granted Andersen Consulting its 
independence in 2000. But the consulting 
business was prohibited from using 
the Andersen name and required to 
pay US$1.2bn in past payments. The 
independent advisory operation became 
Accenture, now the world’s largest IT and 
services consulting business. As of early 
April 2016 the company had a market 
capitalisation of US$75bn. 

The split was accompanied by similar 
moves in other major rivals. Ernst & 
Young, now EY, sold its consulting service 
to CapGemini in 2000. PwC Consulting 
was spun off in 2002 and later absorbed 
into IBM for a sale price of US$3.9bn. At 
KPMG, the consulting business was split 
out in 2000 and listed independently in 
2001, changing its name to BearingPoint. 
The exception was Deloitte, whose far 
smaller consulting practice was not seen 
as viable at the time. 

‘The question is whether this will 
happen again,’ says Peterson, ‘or whether 
the businesses will be able to remain 
cohesive and work together.’

Despite these potential tensions, 
there are still advantages for the Big Four 
in continuing with both business lines. 
‘It would be a natural instinct for chief 
executives at these firms to ask what 
is the point of holding a nearly zero-
growth business,’ says Czerniawska. ‘Still, 
the answer is not so obvious. After the 
Enron collapse, audit margins expanded 
sharply, and advisory is vulnerable during 
economic downturns.’ We can’t eliminate 
the chance that this will happen again, she 
adds. Audit can provide some protection 
against cyclicality. 

But in the event that the firms do 
divide, it may well be the audit functions 
that will be spun off this time. ■

Fernando Florez, journalist 

‘As the accounting 
profession 

becomes more 
committed to 

consulting, their 
audit activities 
have got to be 

questioned’

Conflict resolution

See also comment on the 
provision of audit versus non-audit 
services at bit.ly/AuditvsNonAudit
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Adapt or perish
How can companies in developed markets defend themselves effectively from their 
aggressive and acquisitive emerging market competitors?

maximisation as their top priority – they are often family-owned 
or partially state-owned. This allows them to reinvest their profits 
for growth and increase their global market share. Between 
1999 and 2008, they returned only 39% of their earnings to 
shareholders via dividends, compared with 80% in the developed 
world. Their ownership structure also means they don’t have 
quarterly targets and can keep prices and margins low, further 
increasing sales and market share. 

Faced with such powerful forces, are developed market 
companies doomed to a slow demise? Do they have any defence 
mechanisms at their disposal and, if so, how can they deploy them? 

Natural advantages
Mark Mobius, fund manager at Franklin Templeton Investments, 
is not optimistic about their chances. He says that companies in 
developing regions also have natural advantages that those in 
developed markets cannot replicate. 

‘Emerging market companies have experienced and 
overcome difficulties such as bureaucracy and corruption » 

The prolonged downturn in emerging market equities 
has not deterred companies in those markets from 
pursuing their relentless drive for growth and global 

market share. So powerful is this drive that McKinsey, the 
consultancy, confidently predicts that emerging market 
companies pose an existential threat to their developed 
market counterparts. 

The success of emerging market companies will provide a 
powerful headwind to the revenues, market share and profits 
of developed market companies according to McKinsey’s 
analysis of 30,000 companies in its report Playing to win: the 
new global competition for corporate profits. In the US, the 
ratio of corporate profits to national income is now at its highest 
level since 1929 at 11.6%, double the level of 1990. McKinsey 
believes this is an all-time peak, with the rise of emerging market 
corporates – combined with technology advances and climbing 
labour costs – denting corporate profits.

The report argues that, as a result of their ownership 
structures, emerging market companies do not have profit 
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Developed market companies 
must fight emerging market 
competitors on their own turf, he says. 
If the battle for global growth and 
market share is to be won and lost in 
emerging markets, then that’s where 
companies have to be. 

To compete, they must establish 
clear goals. Many companies enter 
growth markets without a clear sense 
of what success will look like, says PwC. 
Management must decide if success is 
about attaining market share, achieving 
higher brand awareness among a certain 
demographic or, more prosaically, about 
growing revenue and profits. 

Once the goals are established, 
the CFO will usually take the lead in 

establishing the incremental investment that the company is 
willing to make to support the required innovation for the new 
market. Investment will be needed to develop and maintain 
market-specific brands and to find, vet and maintain relationships 
with local suppliers. Companies may also have to invest to disrupt 
the manufacturing and logistics processes that were originally 
designed for mature markets. 

CFOs take the lead
The finance team is important in a broader sense too, Wijeratne 
believes. For companies to adapt their operations for emerging 
markets, they need financial and governance support to make 
sure that they adhere to and benefit from local and domestic 
regulations and working practices. The benefits of new 
processes and products are frequently negated by a lack of fiscal 
structuring in a new growth market.

Creating an efficient fiscal and operating model in developing 
markets is complex and cannot be taken for granted. A straight 
‘lift and shift’ of a developed market model is unlikely to prove 
successful, Wijeratne notes. However, over time, as emerging 
markets mature, trade liberalises and the operational imperatives 
to centralise emerge, the developed markets’ fiscal model can 
be adapted to fit the emerging market profile.

And so the fightback begins. The McKinsey report says 
incumbent industry leaders have to respond positively to the 
dangers – they cannot simply focus on ringfencing their existing 
markets. The report concludes: ‘Firms with vision, optimism 
and agility can realise enormous opportunities if they are willing 
to disrupt their own operations before some new challenger 
does it for them.’ ■

Phil Davis, journalist

in their own countries, so they are able 
to adjust fairly easily to doing business 
in the West,’ he says. European and 
US companies, by contrast, have it 
relatively easy in their home markets, 
so find it hard to adjust to emerging 
markets: they experience language and 
cultural barriers, they may come up 
against corrupt practice, and they do 
not always find it easy to hire the right 
local talent. 

In other words, emerging market 
companies can both grow their 
businesses abroad and comfortably 
defend their domestic position. As 
a result, turnover growth has been 
four to five times greater in emerging 
markets than in the West over the 
past decade. This is partly a result of the overseas success of 
emerging market companies – over the past decade, the 50 
largest companies in the emerging markets have more than 
doubled the proportion of revenues they derive from overseas 
activities from 19% to 40%.

Not all this growth is organic. Emerging market companies 
have spent freely to buy rivals and complementary businesses 
in developed markets. David Wijeratne, head of PwC’s Growth 
Markets Centre, says M&A activity by emerging market 
companies is aimed not only at increasing revenues today, but 
also at creating structures that can continue increasing revenues 
deep into the future. ‘More than anything, they are buying 
capabilities to make their businesses as strong as their developed 
market counterparts,’ he says. ‘They are often not buying to 
directly increase market share but to learn how the businesses 
operate, and to leverage that.’

Developed market companies are also at a disadvantage from 
a technology standpoint. ‘Emerging market companies are good 
users of technology,’ says Mobius. ‘They have an advantage in 
that they can take technology that is already tried and tested in 
developed countries and leapfrog incumbent companies that 
have older and obsolete technology frameworks. Emerging 
market companies have a blank canvas.’

Try as they might, few developed market companies are 
able to fully re-engineer their technology enterprise-wide. The 
technological equivalent of ripping up the floorboards and pulling 
down the ceilings is just not healthy for ongoing operations. 

 
Having the know-how
But all is not lost for developed market companies. They can 
build on their own natural advantages, says Wijeratne. ‘What a 
developed market company can bring is its business model – its 
know-how of running a business, of manufacturing techniques 
and of developing products.’

In trying to wrest back momentum from emerging market 
companies, they shouldn’t panic and seek to completely 
overhaul their models. ‘They are world leaders for a reason.’

If the battle for 
global growth and 

market share is 
to be won and 

lost in emerging 
markets, that’s 

where companies 
have to be

For more information:

Read McKinsey’s report Playing to win: the new global 
competition for corporate profits at bit.ly/DMvsEM
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55% Intelligent automated accounting  
42% Change and economic volatility
42% Demands of external stakeholders
42% Greater harmonisation of standards  
41% Adoption of cloud computing  
39% Expectations of coming generations

Feel the force
Automation tops the list of external factors set to have the greatest impact on 
accountants, according to ACCA’s Professional accountants – the future research

Here come the bots

The 2,000 accountants and C-suite executives across 
the globe polled by ACCA ranked external factors with 
the biggest impact over the next three to 10 years as: 

The certs

External factors ranked on the basis of certainty of outcome:

Beyond 2025

Beyond 10 years the top-ranked external factors were:

Regional concerns

Participants were asked to select the six external factors 
(from a list of 21) they thought would have the biggest 
impact in the medium term – three to 10 years. The maps 
highlight the countries with the highest levels of certainty.

For more information:

For more about ‘Professional accountants – the future’, 
see accaglobal.com/thefuture

Top concerns across the world

Top concerns ranked fi rst and/or second by certainty 
about expected outcomes

■ Intelligent automated accounting systems  ■ Economic 
volatility  ■ Demands of external stakeholders  ■ Greater 
harmonisation of standards  ■ Adoption of cloud computing  
■ Expectations of coming generations

■ Standards harmonisation  ■ Cloud computing  
■ More female participation  ■ Data mining/analytics  
■ External stakeholder demands  ■ Resource conflicts  
■ Digital publishing  ■ Protecting local jobs  
■ Outsourced public services

81% Standards harmonisation
79% Cloud computing 
76% More female participation 
75% Data mining/analytics 
74% External stakeholder demands 
72% Resource confl icts 
72% Digital publishing 
72% Protecting local jobs 
72% Outsourced public services

52% Changes in global governance  
50% Changing societal expectations and 

scope/nature of what is considered 
accounting and the accountant’s role

When the same respondents ranked external factors on 
the basis of certainty, the results were:

74% Emergence of a cashless society 
72% Carbon taxes and similar controls
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Big heart, clear head
David Miliband, CEO of humanitarian charity the International Rescue Committee, sees 
accountants as prized partners and calls on ACCA members to lend their support

Non-governmental organisations (NGOs) and 
corporates are very different beasts, but David 
Miliband, president and CEO of the International 

Rescue Committee (IRC), says he is determined to break 
down the walls between the sectors. ‘We are moving from 
an age of corporate social responsibility into an age of 
corporate social results,’ he says. ‘The IRC wants to help 
businesses deliver those corporate social results. That means 
that it is a relationship and not a transaction.’ And he wants 
the accountancy profession to play its part. 

Miliband has led the New York-based agency since September 
2013. He left UK politics after a career that included holding the 
post of foreign secretary from 2007 to 2010 in the last Labour 
administration. He became leader of the IRC after he lost out to 
his younger brother Ed in his bid to become Labour leader.

In his IRC role he wants the corporate world to play a full part 
in dealing with the biggest humanitarian issues on the planet. 
‘Corporate partnership strategy has to be about the transfer of 
ideas, the transfer of experience, the exchange of people as well 
as the writing of cheques,’ he says. ‘We think we can develop a 
new phase of partnership.’

Miliband says the way in which NGOs and corporates see 
each other is maturing. ‘In a previous era there was hostility, 
then there were transactions, and now there are relationships 
and partnerships,’ he says. He cites the IRC’s partnership with 
US multinational GE, where there is a sharing of ideas, people 
and goals: ‘They have come to share our mission because they 
understand the work we do.’

Corporate contribution
It could be argued that the IRC needs little from the corporate 
sector. It is a substantial organisation in its own right, with 11,000 
employees, many of whom are engaged in 30 of the most 
difficult places in the world to work – think Somalia, Syria and 
Afghanistan as well as states challenged by the refugee crisis 
such as Lebanon and Greece. ‘We’re running big supply chains 
and big IT systems, so that is why I think there is experience in 
the corporate sector that is valuable to us,’ says Miliband. ‘There 
are also development opportunities for private sector staff to 
gain experience working with us.’

Miliband says that as long as the IRC and its partners are 
‘doing the right thing’, then there are only upsides; he says 
he takes it as a given that corporates are good citizens paying 
their correct share of tax, for instance. ‘We work in risky places, 
but that is not a risk to our corporate partners; rather, it is a 
measure of their commitment in trying to reach some of the most 

Meet the IRC 

Miliband says that the International Rescue Committee 
– founded at the request of Albert Einstein – is unique 
because it is both a humanitarian organisation working 
in warzones, fragile states and transit routes for refugees, 
and a resettlement organisation helping 10,000 refugees a 
year start a fresh life in the US, where 4,000 IRC volunteers 
help them find homes, schools, language courses and 
work. A global organisation with headquarters in New 
York, it has offices in London, Amman and Nairobi. 
The agency settles refugees in 26 cities across the US. 
‘We bring a big heart and a clear head to the work of 
humanitarian relief around the world. We help people 
whose lives have been shattered by conflict recover and 
regain control of their lives. Last year we helped 23 million 
people. It is not just practical to help refugees; it is also 
smart. We need to show that a multi-faith, multicultural 
society is the best sort.’ While he says the refugee crisis 
has polarised people, he thinks it has also brought people 
to the IRC, as they recognise the world is more connected 
than ever before. ‘The accountancy profession knows 
about globalisation. It knows you have to manage the 
dark side as well as harnessing the benefits. The dark side 
is insecurity with a heightened threat of terrorism, but we 
can’t allow that to drive the world apart.’

Seventeen years a refugee

With the average length of displacement for a refugee 
being 17 years, the IRC wants to run economic 
programmes as well as social ones. The typical image 
of the refugee is someone in a refugee camp. But 75% 
to 80% of refugees around the world are in urban areas. 
Some 40% of the IRC’s work in warzones and fragile 
states is focused on primary, reproductive and sanitation 
healthcare (it has 100 different water projects in Ethiopia 
and is building toilets on Lesbos). Last year the IRC’s 
education programmes reached 1.3 million children, many 
of whom are displaced and missing school. The IRC also 
works to promote the protection of women and children 
from abuse.
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vulnerable people in the world,’ he says. ‘Getting 
healthcare, education, water and sanitation 
to Syrian refugees is the work of high moral 
purpose. It speaks well of our corporate sponsors 
that they want to do good for innocent victims 
of conflicts.’

Miliband describes sponsors’ involvement as 
a meeting of the practical and the philanthropic. 
For instance, the US restaurant chain Chipotle 
has offered jobs to hundreds of IRC refugees. 
‘Companies can help us solve problems such as integrating 
refugees, and they demonstrate that they are part of the success 
of the modern world and they also want to help remedy its 
failings,’ he says.

Together with its sponsors, the IRC is moving into the front 
line, solving crises left or created by governments around the 
world. Miliband says: ‘We could wish there weren’t 20 million 
refugees and 40 million internally displaced, but there are. We 
can either stand away or engage. My message is, let’s engage.’

Security from trust
The message that Miliband is keen to convey to 
the accountancy world is that the IRC is an NGO 
that is serious about measurable outcomes, 
serious about having an evidence base to its 
work, and serious about achieving value for 
money. ‘Value for money is about efficiency 
and effectiveness,’ he says. ‘We are proud that 
93 cents out of every dollar given to us goes 
to our programmes. We are bureaucracy-light 

and programme-heavy.’ That doesn’t mean that the IRC skimps 
on HR or security, though. ‘Partners need to know we take 
these seriously. But security comes from the trust of the local 
population, not from armed guards, even in dangerous places.’

Miliband says that the IRC is aware of the risk that pro 
bono work could lack quality. ‘Our best insurance for these 
partnerships is that there are real, measurable outcomes.’ And 
part of that measurement comes from the clients, the people 
that the IRC is helping. ‘We are finding ways such as customer »  

▲ Accountable action
David Miliband, who 
has led the New York-
based International 
Rescue Committee since 
September 2013, says that 
measurable outcomes are 
an important part of the 
agency’s work
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a British accountant who said that 
his daughter had asked him what 
his profession was doing about 
the global refugee crisis. Miliband 
repeats that question, adding: ‘The 
NGO sector – including the IRC 
– could benefit from working with 

accountants wherever they are based. 
‘IRC values real partnerships, pro bono help and financial 

support. I would appeal to ACCA and its members for that help,’ 
he says. ‘Through ACCA it would be great for the IRC to break 
into the accountancy profession.’ ■

Peter Williams, accountant and journalist

satisfaction surveys, which are 
common in the advanced world, 
so why should they not be used on 
displaced people?’ The IRC is building 
experience and templates, and it is an 
area where corporates could add value.

As CEO of a US$700m organisation, 
Miliband is well aware of the weight of corporate governance 
responsibilities, including important fiduciary responsibilities. 
‘We share the need for professionalism and integrity, which I 
see as the hallmark of the accountancy profession and which is 
equally important to us.’

Miliband recalls how, when he was in New York during the 
United Nations General Assembly in autumn 2015, he met 

‘Through ACCA 
it would be great 

for the IRC to 
break into the 

accountancy 
profession’ 
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Football fi esta
Football body Uefa is ready to host the most lucrative European Championship in history. 
We take a look at the record fi nances behind this summer’s extravaganza in France

W hile Uefa may be enduring possibly the 
worst crisis since its creation in 1954, 
it is very much business as usual for its 

prestigious 2016 Euro Championship in France, which kicks 
off this month.

As we went to press, Uefa president Michel Platini resigned 
from European football’s governing body, having failed to 
overturn a six-year suspension, following the emergence of 
a contentious £1.35m payment he received from disgraced 
former Fifa president Sepp Blatter, without any evidence of a 
written contract relating to the payment. The ban was reduced 
to four years last month by a Court of Arbitration for Sport.

The 15th Euro tournament is set to be the most lucrative 
Euro competition ever, worth €1.9bn. Before his fall from grace, 
Platini oversaw the introduction of a new competition format 
that will see 24 teams taking part in the fi nal tournament 
instead of 16, which has been the case since 1996. 

The 24 teams will play 51 matches – 20 more games 
than the previous format – making it the biggest European 
event in 2016. The expanded competition will produce 65% 
more matches and an 80% increase in tickets compared to the 
16-team format. 

Euro 2016 will generate revenues through three main sources: 
sponsorship, ticketing and hospitality, and TV rights. Sponsorship 
revenue alone is expected to grow more than 30%. Uefa says it 
will earn €400m from its 10 sponsors in 2016, compared with the 
€300m generated from Euro 2012. »

▲ Everything to play for
France celebrates during their 2014 World Cup qualifier against 
Ukraine. An expanded Euro 2016 will offer 80% more tickets

Euro 2016 stadiums

Stadium   Capacity     City

Stade de France   80,000     Paris
Stade Vélodrome  67,000     Marseille
Stade de Lyon  59,000     Lyon
Stade Pierre Mauroy 50,000     Lille
Parc des Princes  48,000     Paris
Stade de Bordeaux  42,000     Bordeaux
Stade Geoffroy-Guichard 42,000     Saint-Etienne
Stade de Nice  36,000     Nice
Stade Bollaert-Delelis 38,000     Lens
Stadium de Toulouse 33,000     Toulouse
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qualifying matches for the 2018 Fifa World Cup. Carlsberg, for 
example, is understood to be paying more than €60m across 
four years – a signifi cant increase on its previous deal.

Guy-Laurent Epstein, marketing director of Uefa Events, says 
the jump in revenue is fully justifi ed.

‘First of all, we bring a lot of additional value for our 
partners with the integration of the qualifying matches, which 
is valued quite signifi cantly by the market,’ he says. ‘Also, 
2016 will be the fi rst time in 20 years that the tournament will 
be hosted in a “big fi ve” market [England, France, Germany, 
Italy and Spain], which makes it a more premium-valued event 
for commercial partners. 

‘And the competition will grow from 16 teams to 24 
teams, which means the competition becomes interesting 
and relevant in eight additional markets. This is particularly 
important when sponsors come to sell-in their programmes to 
their local subsidiaries.

‘It is a very compelling offer for any partners that want 
to join the programme and so the large increase in the price 
is justifi able.

With the boost in ticketing capacity from the additional 
games, Uefa states it will generate €500m from ticketing and 
hospitality. The Euro 2016 hospitality programme is made 
up of two products: the Platinum Experience (box) and the 
Gold Experience (lounge). Sales began in 2014 and at the 
outset there were 100,000 packages available costing upwards 
of €780 each. 

The organisers selected three prestigious partners 
to deliver the biggest hospitality programme ever 
implemented in France. Joël Robuchon, the chef with the 
most Michelin stars in the world, will be the tournament’s 
culinary director; Hédiard is confi rmed as the offi cial caterer 
for the tournament and Austrian catering company DO & 
CO will be in charge of operations. While sales have been 
described as positive, at the time of writing neither package 
has sold out.

Uefa will also generate €1bn from TV rights. The matches 
will be broadcast live in more than 230 territories around the 
world and industry experts estimate 150 million spectators will 
follow each game live. In 2012, 120 broadcasters in 200 territories 
broadcast games, producing an average of 150 million TV 
viewers per match. 

It is estimated that 2.5 million fans will actually 
attend matches. Of those, 1.5 million will be foreign 
visitors, predominantly from Germany and England. 
Overseas fans are expected to spend €1bn over the course 
of the tournament. 

In comparison, 1.4 million fans attended the tournament 
in 2012, hosted by Poland and Ukraine. According to 
a spokesman for the Ministry of Sport and Tourism in 
Poland, during Euro 2012, Poland was visited by more than 
677,000 foreign tourists and fans from 123 countries. Of those, 
296,000 attended matches.

According to the Centre de Droit et d’Économie du Sport 
(CDES), the tournament will contribute €2.8bn to the French 

Uefa has 10 global sponsorship partners in place, with 
Adidas, Carlsberg, Coca-Cola, Continental, Hisense, Hyundai/
Kia, McDonald’s, Orange, SOCAR and Turkish Airlines all 
signed up. In addition, six national partners with sponsorship 
rights limited to the host country are Crédit Agricole, 
FDJ-La Française des Jeux, Abritel/HomeAway, La Poste, 
PROMAN and SNCF. 

Centralised sales model
Uefa will also earn new revenue from these sponsors 
under a recently centralised sales model, which includes 
rights to qualifi er matches. Uefa previously sold global 
sponsorship rights to the Euros and other national team 
competitions separately. Sponsorship rights to qualifying 
matches were sold by Uefa’s 53 national federations on 
an individual basis.

Under the new model, Uefa has sold global 
sponsorship rights covering a range of properties over four 
years from 2014 to 2018. The package includes rights covering 
the qualifying matches for Euro 2016, the Euro 2016 tournament 
itself, the Under-21 Euro 2015 competition, Women’s Euro 2017, 
the European Futsal Championship 2014 and the European 

▲ On the ball
Adidas is one of 10 
global sponsorship 
partners; Uefa expects 
to generate €400m 
from sponsorship deals
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for the operational organisation 
of the tournament under a single 
directorate. EURO 2016 SAS is 
95% owned by Uefa and 5% by 
the French Football Federation. 

The question of providing 
and paying for security at fan 
zones, where thousands of fans 
from France and other competing 
nations will gather in relatively 
confi ned spaces, has become one 
of the main items on the agenda 
for organisers due to the perceived 
high threat from terrorism. In April, 
sports minister Patrick Kanner 
announced that the budget had 
doubled from €12m to €24m, to be 
shared between the host cities, the 

government and Uefa. This will include bringing in 10,000 
members of the military.

Gael Perdriau, the mayor of Saint-Etienne, which will 
host three group matches and one tie in the last 16, says 
he has set aside ‘around €2m to spend on security for Euro 
2016’. Just over half of that will go on CCTV with the rest going 
towards paying for personnel to staff the city’s fan zone and the 
42,000-capacity Stade Geoffroy-Guichard.

‘We must fi nd the right balance between what should be 
a party and matters of security that must not be taken lightly,’ 
Perdriau insists. ■

Alex Miller, journalist

economy. CDES believes that this 
contribution could increase if French 
companies make full use of the 
business opportunities and profi le 
generated by the event.

Catalyst for modernisation
As is the way at major sporting 
events, Euro 2016 has been the 
catalyst for a massive modernisation 
programme that has allowed France 
to develop a new generation of 
sports facilities.

An ambitious construction and 
renovation programme for the 10 host 
stadiums has been under way. New 
stadiums have been built in Lille, Nice, 
Bordeaux and Lyon, while the 
stadiums in Marseille, Paris, Saint-Etienne, Lens and Toulouse 
have undergone major renovation. The Stade de France 
underwent minor updates.

The construction and renovation project cost €1.6bn, with 
the money coming from a number of sources – mainly from local 
authorities but also from national government and clubs.

To put the reconstruction into context, before it got under 
way, only three stadiums with a capacity of more than 30,000 
had been built in France since 1945: the Parc des Princes in Paris 
(1972), La Beaujoire in Nantes (1984) and the Stade de France in 
Saint-Denis (1998). 

Uefa and the French Football Federation (FFF) have set 
up a company, EURO 2016 SAS, delegating responsibility 

‘We must find 
the right balance 

between what 
should be a party 

and matters of 
security that 

must not be taken 
lightly’

Euro 2016 tournament timetable

Teams Venues Average capacity Matches Opening match Final

24 10
49,500 51

10
June

10
July
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A complex equation
A major ACCA survey suggests a pressing need for a rethink of traditional career 
pathways and the way companies attract and engage finance staff, says Deborah Kops

These are just some of the questions posed by ACCA’s 
intensive two-year examination of finance talent management 
practices. Over the next two years, the programme will assess 
and address the critical talent challenges that organisations and 
their finance leaders now face in ensuring that they attract, train 
and retain the next generation of finance professionals. 

The first study, Talent Equation: First Insights, is based on the 
views of nearly 600 finance professionals from around the world 
who work in the retained team, the centre of excellence or a 
finance shared-services operation. The results suggest the finance 
profession is at a critical juncture, requiring a rethink of traditional 
career pathways, and employee attraction and engagement. 

Underpinning the survey results are five trends that could 
inextricably change the future of finance talent.

* Millennials and Gen X. ‘They don’t want what we want!’ An 
increasing number of leaders are not-so-privately grumbling 
about the challenges of managing the latest generation of 
finance professionals. Although every generation seemingly 
has different goals and needs from its predecessor, this time 

Generation Y is entering the workplace. At the same 
time we are seeing the end of the concept of 
employment for life, the rise of shared services and 

outsourcing that split career paths in two, offshoring and 
nearshoring of finance operations, and the arrival of new 
technologies that automate repetitive finance tasks.

Pick up any treatise on global workforce planning and the 
predictions – while not dire – certainly augur an about-turn from the 
traditional paradigm of ‘pay your dues, be loyal to your employer, 
go to an office daily’, which has marked the last 50 years of life 
in the finance profession. Today, all bets are off, with new forces 
potentially – and indelibly – changing the finance talent equation.

Will finance remain an incredibly satisfying career for most? 
Or will it become a qualification that can be easily translated 
into other career pursuits? Will it keep professionals challenged 
through several stages of development, or will the function 
become a revolving door after a few short years? Will there be free 
and fluid career paths for all, no matter the initial role, or will the 
top jobs only go to those in the retained team?
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the divide appears much greater. 
Technology, global mobility, the 
demise of the concept of jobs for 
life, the quest for work-life balance 
and a fearless approach to changing 
jobs rule the career decisions of the 
youngest in the profession.  

* Finance accreditation. The good 
news is that finance education is 
now widely recognised as a great 
basis for a multitude of business 
roles. Where else can you learn 
about the facts and figures that drive 
business operations, but also get an 
overview of the business in terms of 
what drives growth and represents 
risk? To illustrate, just over half 
of Fortune 100 public CEOs, 
according to Forbes, have a degree in business, economics 
or accounting, and 32% of these leaders previously held the 
role of CFO. But is there a bad news story here? Will the 
best and brightest armed with a finance qualification eschew 
debits and credits for careers elsewhere in the business; or 
even embark on an entrepreneurial path? In short, will the 
rest of the enterprise drain off the cream of the finance 
professionals? What will entice them to stay long 
enough to build satisfying careers in finance?

* Globalisation. Much of the finance team is no 
longer located down the hall; the staff closing 
the past month’s books are likely to be located in 
Bangalore, Buenos Aires or Budapest. Long gone 
are the days when the enterprise’s entire finance 
staff was ensconced in headquarters, in proximity 
to the powers that be. Now that talent is located 
globally, managing attraction and development 
has become more of a challenge. Training and 
development must now take into account cultural 
nuances and consistent global career pathways. Fostering 
mobility is now a necessity in order to build a talent 
pipeline that produces tomorrow’s crop of senior finance 
leaders, most likely from locations far from the home office.

* Career-path bifurcation. Since 2004, enterprises of all sizes 
across almost all industries have clung on to the concept of 
splitting the finance function into two or three segments – a 
finance back-office or shared service for repetitive, rules-based, 
time-bound work; and retained and centre of excellence teams 
for higher-value business partnering or specialised finance tasks 
such as treasury, tax and corporate development. While the 
trend has been good for standardisation, consolidation and cost 
reduction, it has had perhaps an adverse effect upon finance 
career paths. Increasingly, the major intake of finance graduates 
has been into shared services roles, the so-called bottom of 
the pyramid, where young professionals pick up the necessary 
foundation skills in payables, receivables, general ledger 
and other core finance tasks. If there is no comprehensive, 

institutionalised career path across 
finance that allows professionals to 
pick up experience across teams, 
finance delivery roles will increasingly 
be viewed as service functions, whilst 
the ‘real finance’ tasks are seen as the 
responsibility of the retained teams and 
centre of excellence. 

* Are the robots coming? Finance 
is now seeing the implementation of 
robotics process automation (RPA) 
– the application of flexible tools to 
automate manual activity within finance 
processes such as payables. Applicable 
to rules-driven, data-intensive 
processes that are repetitive in nature, 
so-called robots can traverse multiple 
systems and include multiple decision 

points or calculations. And their economics are compelling: 
they often represent as much as a ninth of the cost of an 
offshore entry-level finance profession. They can not only 
work 24/7, but they don’t call in sick 

For more information:

Read Talent Equation: First Insights at 
bit.ly/acca-tal-eqn

Fostering mobility 
is now a necessity 

in order to build 
a talent pipeline 

that produces 
tomorrow’s 

crop of senior 
finance leaders

or take holidays. The implementation of 
robots begs the question: will many rules-

based finance tasks be delivered by RPA, 
eliminating the entry-level finance roles 

that comprise the base of the finance career 
pyramid? How will finance career preparation 

be affected if the mastery of core finance tasks 
is given over to software automation?

Watch out for more insights into the talent 
equation in future editions of AB, plus the findings 

of a survey of the next generation of finance 
professionals. ■

Deborah Kops, writer, consultant and founder 
of sourcingchange.com
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Career boost

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace

Talent doctor: confl ict

There’s a well-documented 
phenomenon in the study of 
teamwork called groupthink, which 
occurs when members have such a 
strong desire to appear loyal that 
the team may end up going along 
with the views of a vocal minority. 
Teams can end up making fl awed 
decisions because no one wants to 
be seen as a voice of discontent.

Management researchers have 
often said that it’s essential for there 
to be disagreement and confl ict 
within teams in order to enable 
balanced, clear-headed decision-
making. But recent research tells us 
that more confl ict isn’t necessarily 
a good thing: the type of confl ict 
matters more. 

A team led by Thomas O’Neill at 
the University of Calgary tracked 287 
engineering teams as they worked 
together for either three or six months. 
Three types of confl ict were recorded:

* Task conflict occurs when there 
are differences of opinion over the 
undertaking itself. Team members were 
asked questions such as ‘To what extent 
are different opinions, viewpoints, and 
perspectives discussed while settling on 
your team’s design concept?’

* Process conflict happens when there 
is disagreement over the best way 
to execute the task – for example, 
when members of the team do not 
agree over roles, responsibilities 
and deadlines. This was measured 
by questions such as ‘How often do 

members of your team disagree 
about who should do what?’

* Relationship conflict happens when 
there are personality clashes or 
when team members feel anger 
or resentment toward each other. 
This was measured with questions 
such as ‘How much friction is there 
among members of your team?’

The researchers concluded that 
the most successful teams were 
characterised by moderate to high 
levels of task confl ict combined with 
both low process confl ict and low 
relationship confl ict. It seemed that 
productive, high-performing teams 
tended to debate vigorously the 
nature of their projects, then tended to 
minimise further dissent. Or, put more 
simply, successful teams debated the 
‘what’ of the task but then tended to 
collaborate and compromise on the 
‘how’, ‘who’ and ‘when’ of it.

Teams with almost no confl ict and 
disagreement can make dangerously 
narrow-minded or misguided decisions. 
But the study by O’Neill and colleagues 
demonstrates that neither are clashes 
and discord always better for teams. 
Remember that there are three 
different kinds of confl ict – and two of 
them are highly undesirable if you want 
your team to function effectively. So, 
how well does your team measure up 
on the three types of confl ict? ■

For more information:

talentspace.co.uk
 

twitter.com/robyeung 

There are three types of confl ict that can affect teams, explains our talent 
doctor Rob Yeung; plus the perfect etiquette for writing a resignation letter

Good and bad 
conflict

Watch Dr Rob Yeung 
expand on these themes at 
bit.ly/ACCA-Yeung4
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The perfect: resignation

Your resignation letter is the one bit of the whole employment and recruitment curriculum 
that people generally aren’t taught. How to extract yourself from a role when the time comes 
is not often covered by employment specialists or professional training.

The legal part is not difficult. You just look up your notice period and work out what scope 
there is to negotiate on your exit date. The problem is that ‘It is with regret that I tender my 
resignation and this is the date I expect to leave’ doesn’t take up a commanding amount 
of space on a page. It won’t subtly convey your sense of anticipation about new freedoms 
and a rosy career future either. But don’t be tempted to treat your a resignation letter as a 
therapeutic opportunity to redress the slights, big and small, that have come your way.  

Employment cutbacks
More than half of businesses 
are either cutting or freezing 
employment, while only 14% 
are increasing investment 
in staff. These findings, for 
the first quarter of 2016, 
came from the latest Global 
Economic Conditions 
Survey conducted by ACCA 
and global accountancy 
association IMA. 

The research, the largest 
regular economic survey of 
accountants around the world, 
shows that businesses are 
less optimistic than at any 
other time in the past four 
years. Faye Chua, ACCA head 
of business focus, said the 
results did not paint a pretty 
economic picture.

‘Once income begins to 
drop and businesses stop 
hiring, getting them to a point 
where they are confident 
enough to begin doing so 
again is difficult – but vital,’ 
she explained.

‘The one positive is that 
business confidence in non-
OECD economies did pick up 
slightly in Q1, led by central 
and eastern Europe – and 
Russia in particular. Let’s hope 
that is a sign of more positive 
news to come.’

Professionals in demand
Increased media scrutiny 
over the tax affairs of large 
corporations, and the resulting 
public outrage, has led to an 
increase in demand for tax 
professionals in the UK.

Advertised vacancies for 
tax professionals surged by 
8% across the country in the 
first quarter of 2016 compared 
with the same period last year, 
according to the most recent 
Robert Walters UK Jobs Index.

Rob McKay, Robert 
Walters’ manager for tax 
recruitment in the UK, said 
that with a number of high-
profile organisations suffering 
reputational damage over 
their tax affairs, the hunt was 
on for professionals who are 
able to ensure that businesses 

are fully compliant and able to 
provide greater transparency.

‘Employers are coming 
to recognise the pivotal role 
tax professionals can play in 
maintaining the reputation 
and integrity of a brand,’ 
McKay observed. ‘In light of 
several major firms recently 
being hit with heavy fines over 
tax practices, businesses are 
making it a high priority to 
attract and retain highly skilled 
tax professionals who can 
ensure that they are compliant 
with regulation.’

EY diversity commended 
EY has been ranked third 
on a list of the most diverse 
companies in the US by 
DiversityInc. Each year the 
publication and diversity 
champion names the top 
50 companies for diversity. 

These are companies with 
at least 1,000 US employees 
that are significantly more 
diverse than the average 
US enterprise.

According to DiversityInc, 
companies named in the top 
50 are more likely to have 
female board directors than 
Fortune 500 companies – 
26% compared with 18.5%. 
People of black, Latin and 
Asian origin also stand a 
greater chance of holding a 
board position if they work 
for one of DiversityInc’s Top 
50 companies rather than a 
company that happens to be 
in the Fortune 500 list. 

EY has now ranked in the 
top 10 for eight consecutive 
years, appearing in the top 
50 on 13 occasions since 
DiversityInc began its survey 
in 2001.

Stephen Howe, EY US 
chairman and managing 
partner and EY Americas 
managing partner, said: 
‘Diversity and inclusiveness 
[D&I] efforts are key 
components of our firm’s 
overall strategy and help to 
differentiate EY in today’s 
global marketplace. 

‘Embedding D&I practices 
throughout all aspects of 
our business helps us to 
drive innovation, build 
stronger relationships with 
our clients, attract and 
retain the best talent and, 
most importantly, deliver 
exceptional client service.’ ■

Sally Percy, journalist

For more information:

accacareers.com

The chances are that 
even while you toy with 
all the revenge you can 
wreak through a beautifully 
crafted oeuvre, your better 
self is already reminding 
you that you may need 
a reference or a future 
job offer from one of the 
colleagues you still respect. 
If that’s the case, pull a 
standard resignation letter 
from a recruitment website 
and copy it. You can indulge 
in a little reminiscing 
about the good times and 
valuable experience gained. 
Unless you’re after social 
media fame or righting a 
genuine wrong, be tactful 
and magnanimous. After all, 
you’ll soon be gone.
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Hitchhikers’ guide 
In the latest article in a series on market disruptors, Tony Grundy looks at how  
long-distance car pooling is heading up the fast lane

million tons of carbon dioxide in the last year. 
The average journey is 213 miles. The company 
operates in 22 countries including Belgium, 
France, Germany, Italy, the Netherlands, Poland, 
Portugal, the UK and India. It is valued at more 
than US$1bn and has raised capital in a number 
of large tranches. Some independent estimates 
have put its revenues at around US$70m.

As an intermediary, BlaBlaCar arranges each 
journey for a fixed commission of 9.9% (plus VAT) 

of any fee that is agreed between driver and passenger. This also 
includes ‘free’ insurance. In economists’ parlance, BlaBlaCar has 
achieved a ‘pareto improvement’ – an outcome where no one is 
worse off – and in terms of game theory, a ‘positive sum game’. 
And it is an example of a high volume, low unit value business.

You can imagine how this might appeal to a long-distance 
commuter who drives into the city for work on a Sunday night and 
home again to the provinces on a Thursday or Friday evening. 

In terms of customer value-added, there are further benefits: 

In a previous article, ‘Upsetting the apple 
cart’ (AB, March 2016), we saw how Uber 
transformed the taxi market by means of 

clever technology, more efficient allocation 
of rides to resources to accomplish a journey 
at less cost, and offloading the burden of 
cab ownership onto the cab driver. But what 
about longer-range journeys? Cue BlaBlaCar, 
founded in 2006 by French entrepreneur 
Frédéric Mazzella.

Mazzella realised that the way people undertook long-
distance car journeys was inefficient. The majority of trips 
made by four-seater cars typically involved one driver and 
no passengers. He realised that the internet could be used 
to connect people making more or less the same journey at 
a particular time so that they could share the cost and save 
the environment. 

BlaBlaCar now boasts three billion miles shared, with 10 
million passengers carried per quarter, saving an estimated one 

▲ Riding high
BlaBlaCar, operating from 
Paris, France, has raised 
more than US$300m in 
funding to date, bringing 
the French company’s 
valuation to around 
US$1.6bn as it attempts to 
expand into new markets 
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it turns the journey into a more social experience and in some 
cases has led, according to customer feedback, to valuable 
friendships being struck up. So there is not only a ‘deliberate 
value’ but also an ‘emergent value’ – one that is not the primary 
intention of the transaction.

There some potential downsides, though – a driver who is 
late, for example, or drops you off somewhere short of your 
destination, or has a really filthy car – but, as with sharing sites 
such as eBay and Airbnb, it is possible to leave a poor review 
via the rating system.

Global track 
BlaBlaCar is looking to expand further. It needs to consider 
a number of significant factors in its global expansion plans, 
including the percentage of private car ownership in the local 
market, fuel prices and the availability of public transport. In 
the latter case, good public transport links could be important, 
as drivers may need to drop their passengers on the edge of 
town, from where they would need to complete their journey by 
municipal bus. (The US would not be a sensible target market if 
these factors are taken into consideration.)

Another consideration is expanding to include more complex  
journey types, such as a week’s worth of commuting.

Some of the strategic issues that fast-growing organisations 
such as BlaBlaCar should consider include:

* Looking out for potential new competitors 

* Future developments in customer needs – diversification

* Developing, evaluating and prioritising country-by- 
country strategies

* Acquiring and developing highly skilled management

* Developing a financial strategy to support rapid expansion

* Forging alliances with other third parties – eg, for 
database sharing. ■

Dr Tony Grundy is an independent consultant and trainer, and 
lectures at Henley Business School

For more information:

tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit accaglobal.com/abcpd

For strategy case studies, see Tony Grundy’s videos at  
bit.ly/ACCA-Grundy
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The top fi nance professionals can play 
an important role when a company is 
restructuring, says David Parmenter

* Discuss the issues with the affected operational units and 
ask them to find new initiatives that can help part-fund their 
salaries. Often there are a number of income-generating 
possibilities that have not been explored.

* Consider buying some time by redeploying staff so that 
some have the chance to seek further employment while 
still employed. This is a managed staff-reduction process 
and will save a huge amount of money on redundancies, 
while at the same time giving your staff an opportunity to 
find new jobs. 

* Work with the human resources team to design a voluntary 
redundancy programme. You have to be prepared to lose 
some top employees, as you can’t directly target staff 
members with lower skillsets.

As CFO, you shouldn’t underestimate the long-term impact of staff 
reductions. Where possible, the CFO should argue that it is better 
to fund the shortfall out of retained earnings. The cost of fi ring and 
rehiring is often much higher than holding on to the staff. 

An organisation with 500 full-time employees that is 
contemplating dismissing between 50 and 70 staff members 
would, by my calculations, be no worse off if the staff members 
were kept on and redeployed, where possible, within the 
organisation for up to two to three years. ■

The CFO and fi nancial controller are very often too 
far removed from the action when a restructuring is 
proposed. If anyone is to talk sense to the board and 

senior management team, it has to be the CFO, who can be 
the authority on the potential costs.

A major reorganisation, with its multiple steps, 
consultations and political dynamics, is as complex as putting 
in a new runway at a major international airport while keeping 
the airport operational. 

The CFO needs to ascertain the costs of such an exercise. 
Here’s what typically happens in a reorganisation.

* Loss of key staff in the lower-tier management 
ranks. There is often a period of chaos where staff are 
disillusioned and many key employees in the third- and 
fourth-tier management ranks walk out of the door with a 
golden parachute, straight into employment elsewhere. A 
reorganisation can leave you with the also-rans and piranhas.

* Ex-employees come back as contractors. The bedding-in 
process starts to kick in somewhere between month seven and 
month 12. The completion of all the redundancies takes longer 
than expected and, yes, more than a few will come back as 
contractors at a higher cost. These costs must not be ignored. 

* Consultancy costs rise. Consultancy costs go through the 
roof, as assistance will be needed with counselling staff, 
culture change and communication. 

* Branding is redesigned. Look back to the last time this was 
done for a reasonable estimate.

* Recruiting activity. As all staff affected are likely to need to 
reapply for their jobs, additional HR resources will be required. 

* Work on property leases. Releasing surplus property can 
take up to three years, especially in an economic downturn.

About two years after the restructuring is announced, 
productivity is likely to be back to normal; up until then, you have 
effectively been going backward. In the period two to three years 
after, advantages may begin to kick in.

Feeling contractions
When faced with a contracting business, there are a number of 
options you need to explore before undertaking a reorganisation 
and making everybody reapply for their jobs:

The cost
of change

Next steps

1. Analyse the last restructuring performed in the 
organisation so you have a benchmark cost available. 

2. Email me (parmenter@waymark.co.nz) and I will send 
you a checklist to put you off a reorganisation and a 
spreadsheet to work out the hidden costs of dismissals.

For more information:

www.davidparmenter.com

David Parmenter is a writer and presenter on measuring, 
monitoring and managing performance
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Beyond the numbers
Graham Holt outlines the main requirements of the European 
directive on non-financial and diversity information

In December 2014, a new 
European directive came 
into force on disclosure 
of non-financial and 
diversity information. The 
requirements apply only 
to companies designated 
as public interest entities 
(PIEs) – large undertakings 
with more than 500 
employees, including 
listed companies plus 
certain unlisted companies, 
such as banks, insurance 
companies and other 
companies so designated 
by member states because 
of their activities, size or 
number of employees. PIEs 
are generally those with 
securities admitted to a 
regulated market in the 
European Union (EU). 

The directive does not 
apply to unlisted companies 
unless they are designated 
PIEs for other reasons, but 
there is an option for member 
states to extend the scope 
to any entity. They have until 
December 2016 to introduce 
the directive into national 
law, with a view to applying 
the regulations to reporting 
periods beginning on or after 
1 January 2017. 

Investors are increasingly 
looking to assess not just 
the financial performance 
of companies, but also 
their environmental, 
social and governance 
(ESG) performance. The 
European Commission has 
stated that only 2,500 large 
companies in the EU currently 
prepare some form of separate 
non-financial report. It is 
estimated that approximately 
6,000 public interest entities in 
the EU will be affected by the 
new requirements. 

The directive will require 
qualifying entities to issue 
a non-financial statement 
that sets out the entity’s 
development, position 
and performance, and the 
impact of its policies and 
outcomes relating to, as a 
minimum, environmental, 
social and employee matters, 
respect for human rights, and 
anti-corruption and bribery 
matters. The report should 
also include a brief description 
of the business model and 
the principal risks related to 
the above matters, including 
how its business model 
could cause adverse impacts 
in those areas. 

The entity should also 
disclose how the company 
manages these risks and 
any relevant non-financial 

key performance indicators 
(KPIs). Non-financial KPIs are 
other measures that an entity 
feels are important to the 
achievement of its strategic 
objectives. Typical examples 
include measures that relate 
to customer relationships, 
employees, operations, 
quality, cycle-time and the 
organisation’s supply chain. 
Entities may choose not to 
disclose information relating 
to impending developments 
or matters in negotiation if 
it is deemed that disclosure 
would be seriously prejudicial 
to the company’s commercial 
position. This non-disclosure 
must not affect the view 
given by the report and 
must be approved by the 
administrative, management 
and supervisory bodies. 

What to disclose
Examples of areas to be 
disclosed are:

* Environmental matters, 
which may include 
greenhouse gas emissions, 
current and foreseeable 
impacts of the entity’s 
operations on the 
environment and, as 
appropriate, on health and 
safety, the use of renewable 
and/or non-renewable 
energy, water use and air 
pollution.

* Social matters, which may 
include actions taken to 
ensure gender equality, 
implementation of 
fundamental conventions 
of the International Labour 
Organization, working 
conditions, social dialogue, 
respect for the right of » 
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workers to be informed 
and consulted, respect 
for trade union rights, 
health and safety at 
work and the dialogue 
with local communities, 
and/or actions taken to 
ensure the protection and 
development of those 
communities.

* Human rights matters 
which may stem from the 
undertaking’s own activities 
or may be linked to its 
operations, and, where 
relevant and proportionate, 
its products, services and 
business relationships, 
including its supply and 
subcontracting chains.

All large PIEs that are traded 
companies will be required to 
disclose their diversity policy, 
as part of their corporate 
governance statement. The 
disclosure must describe 
such things as age, gender, 
educational and professional 
background, the objectives 
of the policy, how it has been 
implemented and the results 

be given to this to determine 
the degree of scrutiny to be 
applied to this report.

Entities normally have 
internal processes for validating 
the non-financial information 
disclosed in the annual report. 
However, when the directive 
is adopted by member states, 
they can require the non-
financial statement to be 
verified independently by an 
assurance services provider. 
If member states adopt this 
clause, there will be additional 
costs for entities, and this 
may increase the burden 
of compliance. In addition, 
the directive specifies that 
the statutory auditor should 
check whether the relevant 
statements have been made in 
the non-financial statement.

Many countries already 
require quoted companies 
to report on their greenhouse 
gas emissions. The EU 
directive does not require 
qualifying entities to report 
this information although 
they will be required to 

in the reporting period. The 
non-financial statement must 
include references to and 
explanations of amounts in the 
financial accounts, where this 
is appropriate. 

The directive includes an 
option for member states 
to allow entities either to 
include the disclosures in the 
management report or to 
prepare a separate report on 
non-financial information. 

One issue arising is 
the threat of having to 
prepare and publish non-
financial information to the 
same deadline as financial 
statements. However, the 
directive allows companies 
to publish the non-financial 
statement separately on the 
company’s website up to six 
months after the end of the 
company’s financial year, but 
reference must be made to it 
in the management report. 

If a separate report is 
prepared, there is an issue over 
the auditor’s interaction with 
it. Further thought will need to 

supply information on 
environmental matters, which 
may contain information 
on the use of renewable and 
non-renewable energy and 
greenhouse gas emissions.

It is generally felt that 
appropriate flexibility should 
be given to companies 
to decide on the material 
issues to be included in the 
non-financial disclosure. 
It is difficult for legislation 
to provide an exhaustive 
list of topics and therefore 
legislation should focus on 
the principles which may 
include a description of the 
relevant non-financial policies 
and the entity’s related 
performances, as well as 
forward-looking strategies and 
risk management policies. 

Risk management covers 
broader issues than other 
non-financial elements as it 
also includes business and 
competitive risks. Disclosure 
should not only include 
information on risks, but also 
on the related opportunities, 
and should contain an 
explanation of the methods 
used to assess performance. 
The content of the non-
financial disclosure should be 
consistent with the existing 
international frameworks, such 
as the United Nations Global 
Compact, the Organisation 
for Economic Co-operation 
and Development (OECD)
Guidelines for Multinational 
Enterprises, and ISO 26000, 
Social responsibility. 

The directive requires that 
companies choosing to use 
a recognised international 
framework to prepare their 
non-financial statement 
disclose which framework they 
have used. Entities may have 
to introduce new systems 
or practices, or existing 
processes may have to change 
in order to comply.

In June 2013, Eurosif 
(the leading pan-European 
sustainable and responsible 
investment membership 
organisation) and ACCA 
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surveyed investors, analysts 
and other stakeholders, to 
gather views and opinions on 
the use of ESG information. It 
was found that the key sources 
of non-financial information for 
investors were corporate social 
responsibility (CSR) reports 
and annual reports. The 
respondents felt that current 
non-financial information 
published by companies 
is linked to CSR policy, 
but disagreed that current 
reporting is linked to business 
strategy and risk. 

Respondents also felt 
that insufficient information 
is provided to assess financial 
materiality and that non-
financial reporting is not 
sufficiently comparable 
across companies. There 
was also a feeling that non-
financial information should 
be better integrated with 
financial information and 
that non-financial reporting 
should be subject to scrutiny, 

either by the board or by 
third-party assurance and/or 
shareholder approval at annual 
general meetings. 

Public consultation
The European Commission 
launched a public consultation 
on the directive in January 
2016. ACCA has responded 
to this, stating that it feels 
the non-financial disclosures 
required under the directive 
should be placed within 
the annual report, as part 
of the management report. 
ACCA’s view is that the 
International Integrated 
Reporting Framework provides 
the best framework for 
demonstrating the connectivity 
between non-financial and 
financial information. 

Integrated reporting 
provides entities with the 
vehicle through which they 
can ‘tell their story’ and gives 
investors a source of reference. 
In applying the directive, the 

concept of materiality should 
be applied to non-financial 
reporting requirements, such 
that only information that 
is of strategic importance 
should be disclosed. ACCA 
also believes that specific 
independent assurance on 
non-financial reporting should 
be market-led, rather than 
mandated and that further 
guidance is required on 
diversity disclosures. 

The consultation presents 
a useful opportunity to discuss 
current and ongoing issues 
in corporate reporting. The 
commission is seeking views on 
whether receiving non-financial 
information solely in electronic 
format, for example via a 
company’s website, would be 
beneficial, or raise concerns for 
users; and on whether the non-

financial information should be 
validated by an independent 
assurance adviser? 

The disclosure of 
information outside of the 
annual report is a recurring 
theme, while the future 
of digital reporting and 
the role assurance can 
play needs to be debated 
by all key stakeholders. 
Corporate reporting should 
be ready to respond to the 
opportunities that technology 
brings, while ensuring that 
there is accountability over 
information disclosed. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
Business School
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BEPS goldplated
The EU’s proposals for country-by-country tax disclosure requirements go much further 
than the OECD’s tax base erosion and corporate profit shifting model demands

The European Commission 
is looking to goldplate 
the BEPS (Base Erosion 
and Profit Shifting) 
proposals developed 
by the Organisation for 
Economic Co-operation 
and Development (OECD) 
with country-by-country 
financial reporting proposals 
that go beyond the global 
thinktank’s ambitions.

The commission has tabled 
its proposals for consideration 
by the European Union 
Council of Ministers and 
the European Parliament on 
12 April, in the wake of the 
Panama papers scandal. Those 
proposals not only include 
making all large multinationals 
publicly reveal aggregated 
earnings data for each EU 
country they operate in and 
how much they earn outside 
the EU, but also making 
them supply more detailed 
‘disaggregated’ data for non-
EU tax havens. 

The country-by-country 
data would include separate 
entries for each EU member 
state and describe their 
business, the number of 
persons employed in a 
country, local net turnover 
(including with related parties), 
profits before tax, income tax 
due, and tax payments made 
to the country’s treasury, along 
with accumulated earnings. 

For tax haven income 
declared in their filings, 
multinational corporations 
would have to reveal much 
more accounts data. Although 
the exact range of information 
has yet to be specified, the 
proposal on the table is 
that related ‘information on 
operations… should be shown 
with a high level of detail’.

The proposals would cover 
all multinationals operating in 
the EU with a group turnover 
exceeding €750m a year even 
if they are based outside the 
EU. The suggested disclosures 
go beyond the BEPS 
proposals unveiled last year by 
the OECD.

Country-by-country
The commission’s proposals 
build on an agreement already 
secured at the EU Council of 
Ministers to rules tabled in 
January that multinationals 
make country-by-country 
reports to tax authorities on 
their EU revenues, profits 
before income tax, income 
tax paid and accrued, 
employee numbers, stated 
capital, retained earnings and 
tangible assets.

The proposals follow an 
impact assessment of how a 
country-by-country system 
could work. The commission 
cites the Panama papers 
scandal as evidence that 
public scrutiny of multinational 
corporate accounts is needed.

The leaks of documents 
‘confirm once again the 
importance of this agenda’, 
says a Brussels memorandum, 
adding that the ‘commission 
will continue to pursue it 
with determination and 
with particular focus on tax 
transparency’.

ACCA, however, is 
not impressed. Chas Roy-
Chowdhury, ACCA’s head 
of taxation, brands the 
commission’s data release 
proposals a ‘knee-jerk 
reaction’ to the Panama 
papers scandal. Roy-
Chowdhury says that the 
Panama papers triggered 
more concerns about money 

laundering and the desire 
of companies and wealthy 
individuals to keep income 
sources confidential rather 
than tax avoidance or evasion 
per se.

He says: ‘The commission 
needs to think about what’s in 
these leaked papers before 
it starts having expanded 
reporting requirements over 
and above what’s proposed by 
the OECD.’

Roy-Chowdhury warns that 
if the commission gets its way 
major companies could avoid 
trading in Europe, worrying 
that their accounts could be 
picked over ‘in a mischievous 
way’ by activist non-
governmental organisations 
(NGOs). ‘The EU is setting 
itself up as a risky place to do 
business,’ he says. ‘Business 
will think about going 
elsewhere and minimising its 
exposure to Europe.’

Moreover, the tax havens 
proposal brings scope 
for discord between EU 
governments themselves. 
They would have to agree a 
list of jurisdictions that ‘refuse 
to respect good governance 
standards in taxation and pose 
specific tax challenges’ – the 

‘We’re moving 
from a world 

where much is 
more or less seen 

as confidential 
to a world where 

more is potentially 
disclosed’

commission’s proposed test 
for inclusion on an EU blacklist. 
Member states such as the UK, 
the Netherlands, Belgium, Italy 
and others are far from agreed 
on what jurisdictions should 
be included, notes the ACCA 
taxation chief.

Roy-Chowdhury also warns 
that more detailed criteria 
may emerge which might 
cause some within the EU to 
claim that some jurisdictions 
within the US should also 
be on the list – with all the 
diplomatic complications that 
would cause. The US state of 
Delaware, for instance, has 
notoriously loose company 
registration rules.

No escape
However, Olivier Boutellis-
Taft, CEO of the Federation 
of European Accountants 
(FEE), takes a different 
line. He argues there is no 
escaping from transparency. 
With public opinion firmly 
opposed to large companies 
funnelling business through 
small jurisdictions with special 
tax regimes, ‘the principle of 
public disclosure, I would say, 
is inevitable. Public opinion is 
very, very strong. The pressure 

is overwhelmingly 
high.’

And with 
hackers able 
to gather and 
circulate the 
best protected 
information, and 
non-governmental 
organisations able 
to analyse this 
data and drive a 
political agenda, 
even concerns 
about releasing 
disaggregated 
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detailed data could be 
misplaced, he suggests: ‘We’re 
moving from a world where 
much is more or less seen as 
confidential to a world where 
more is potentially disclosed, 
whether we like it or not.’ 

Far better that businesses 
and regulators regain control 
of this process and create 
a system of transparency 
that produces information 
that political actors and the 
public as well as financial 
professionals can understand, 
he argues. 

‘If we disclose information 
it has to be information, 
not just basic data; it has 
to be relevant; information 
that can be understood by 
stakeholders that will not 
create more problems than 
solutions.’ In this way, trust 
in companies and taxation 
systems that has been 
undermined by revelations 
about tax avoidance and 
evasion can be restored, 
he suggests. 

This process would be even 
more effective if tax systems 

were simplified, according 
to Boutellis-Taft. ‘A lot of the 
public outrage is generated 
by the extreme complexity 
of tax law today,’ he points 
out. Combining a simpler tax 
system with more transparency 
would help business by 
helping companies ‘compete 
on a level playing field’.

Building trust
Speaking in Strasbourg, the 
EU’s financial stability, financial 
services and capital markets 
union commissioner Jonathan 
Hill justified the proposals by 
saying: ‘People would be able 
to see how much tax Europe’s 
larger multinational companies 
pay and where they pay it. 
This will help make companies 
more accountable and 
promote fairer competition 
between companies 
regardless of their size. 

‘It will, I hope, build trust in 
Europe’s businesses and the 
fairness of our tax systems.’

He argued against 
suggestions that the EU 
should have gone even 

further and demanded that 
multinational companies 
deliver country-by-country 
reports for all jurisdictions, 
not just those in the EU, 
because of the difficulty of 
enforcing such a rule and 
because it could expose EU 
multinationals to double 
taxation. It could also force 
them to release data that 
could be exploited by 
competitors from outside the 
EU, he warned.

As for the difficulty of 
drafting a list of tax havens 
that do not comply with tax 
transparency norms, he argued 
that the commission’s criteria 
were solid enough to forge an 
agreement. He stressed that 
this includes their transparency 

in exchanging information, fair 
tax competition performance, 
standards set by the G20 
group of nations and anti-
money laundering and terror 
finance guidance set by the 
Paris-based Financial Action 
Task Force (FATF).

Having made its proposals, 
the European Commission 
will send the text to the EU 
Council of Ministers and the 
European Parliament for 
debates and amendments. 

The original proposals will 
almost certainly be changed 
before they are approved, 
but the commission has tried 
to make sure that some kind 
of decision will be made by 
categorising the proposal 
legally as an EU market 
regulation rather than a tax 
proposal. As a result, the 
directive will be voted on in 
the EU Council of Ministers 
through a qualified majority 
system, which does not insist 
on the unanimity required to 
pass new EU tax laws. ■

Keith Nuthall, journalist

▲ Pointers from  
Panama
The European Commission 
has cited the revelations from 
the ‘Panama papers’ leak from 
law firm Mossack Fonseca as 
evidence of the need for greater 
public scrutiny of multinational 
corporate accounts 
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India pulls IFRS trigger
India’s move towards International Financial Reporting Standards, even with its carve-outs, 
could help to get long-term investment growth in the country under way

With the big Indian 
corporations fi nally taking 
up International Financial 
Reporting Standards 
(IFRS), the government 
has moved ahead with the 
phased adoption of IFRS 
by the country’s fi nancial 
institutions. This measure 
could enhance foreign 
investor confi dence in 
Indian companies and boost 
economic growth. 

In January, the ministry 
of corporate affairs issued 
a requirement for banking, 
fi nancial and insurance 
companies to prepare fi nancial 
statements based on Ind AS 
(the Indian version of IFRS) 
for accounting periods from 
1 April 2018 onwards, with 
comparatives for periods 
ending 31 March 2018 
onwards. All other companies 
with an annual turnover 
exceeding INR5bn (US$75m) 
have to present their fi rst Ind 
AS-compatible accounts for 
the fi nancial quarter April 
to June 2016 along with 
comparative results for the 
preceding fi nancial year. 

Investor confidence
‘Work is in full swing and 
this is the busiest time for 
us,’ says Harinderjit Singh, 
a senior partner at Price 
Waterhouse India. Singh, 
who is also a member of the 
transition issues task force 
of the Institute of Chartered 
Accountants of India (ICAI), 
adds: ‘Foreign investors will be 
able to rely on these accounts 
much more than they used to.’

Reviving foreign investor 
confi dence is vital for the 
Bharatiya Janata Party-led 
government as it rolls out 
prime minister Narendra 

Modi’s Make in India 
campaign. For 2016, the 
International Monetary Fund 
(IMF) has forecast 7.5% GDP 
growth in India, but the 
government is targeting an 
even higher fi gure.

According to Shyam 
Raghuwani, an investment 
consultant at New Delhi-based 
India Business Solutions, and 
a former banker in New Delhi, 
foreign investment in India’s 
fi nancial sector will become 
increasingly important. ‘In 
next two to three years Modi 
wants to privatise several 
state-owned banks and for 
that foreign capital would be 
crucial,’ he says.

Bad loans
Disinvestment in government-
owned banks has become 
an urgent issue as a result 
of rising bad loans, says 
Raghuwani. Indeed, according 
to the Reserve Bank of India, 
the country’s central bank, 
in March 2015 bad loans 
ballooned to more than 
US$50bn – a 500% rise since 
2009. Raghuwani says that it 
is vital for the government to 
bring current public sector 
banks into free and fair 

competition with existing 
private banks. ‘Once they 
become private banks, the 
pressure on the government 
to write off the bad loans using 
public money will also be less,’ 
he says.

More good news
Another projected piece of 
good news for the fi nancial 
sector comes from the 
introduction of IFRS-related 
accounting for non-fi nancial 
companies in 2016/17. 
TV Mohandas Pai, an 
accountant and former CFO 
of information technology 
giant Infosys, says: ‘The cost 
of borrowing money outside 
[India] would be lower because 
the confi dence in the fi nancial 
statements will be high.’

This reliability could be 
crucial in helping to deliver 
investment deals. According 
to Raghuwani, a foreign 
company recently scrapped 
a US$15m investment in an 
Indian engineering business 
after its due diligence report 
identifi ed several loopholes 
in the Indian company’s 
accounts. ‘The credibility of 
the accounts of companies 
that have already started to 

apply IFRS has 
increased by 40% 
to 50%,’ he says.

Some of these 
companies have 
had to move 
to international 
accounting 
standards because 
they have already 
listed on foreign 
stock exchanges 
and been fi ling 
separate sets of 
accounts that 
meet IFRS and US 

‘The IFRS carve-
outs are necessary 

to account 
for peculiar 

circumstances 
prevailing in India’

generally accepted accounting 
principles (GAAP).

However, the fact that Ind 
AS is not exactly the same as 
IFRS and has 10 carve-outs 
(areas where it differs from 
IFRS) may limit its ability to 
attract foreign investment. 
Pai says India already suffers 
from a perception that it fl outs 
international regulatory norms. 
‘The international community 
doesn’t treat us as equals 
because we don’t follow many 
global standards,’ he says.

And now, with the carve-
outs, ‘we still don’t have [full] 
IFRS’, he says, adding that ‘as 
a country, when you are rated 
on governance standards 
and transparency, you get 
negative marks’ when full IFRS 
is not achieved. What’s more, 
even these less-than-perfect 
IFRS-related standards have 
been adopted following a 
long-delayed process, with 
the move to IFRS convergence 
having originally been 
scheduled to start in 2011.

Just as reliable
That said, Subash Chandra 
Vasudeva, a former chairman 
of the Accounting Standards 
Board of the ICAI, argues that 
the differences between IFRS 
and Ind AS are minor, and 
that Indian companies should 
easily be able to convince 
foreign investors that their 
Ind AS accounts are just as 
reliable as IFRS. ‘The carve-
outs are necessary to account 
for peculiar circumstances 
prevailing in India,’ he says.

He cites the Indian 
authorities not adopting 
the fair value concept 
on investment property 
accounting because of the 
serious problems that beset 
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the valuation 
of real estate in India.

The use of fair value has 
also been strongly opposed 
by the Indian tax authorities 
while calculating income tax. 
It became one of the most 
contentious issues that led 
to earlier deadlines of the 
standards adoption being 
missed, says Singh.

The issue was fi nally 
resolved with the creation of 
a separate set of 10 Indian 
accounting standards known 
as Income Computation and 
Disclosure Standards, where 
the fair value concept has 
been excluded. 

‘For taxation purposes 
the transaction should have 
happened and the company 
should have incurred a loss 
or profi t,’ says Singh. He 
explains there would then be 
out-of-book adjustments to 
arrive at a taxable profi t, which 
would generate extra work for 
accountants and auditors.

Amarjit Chopra, a former 
president of the ICAI and 
former chairman of its IFRS 

implementation 
committee, thinks that fair 
value, along with fi nancial 
instruments and business 
combinations, are the 
elements of the new standards 
that could prove problematic 
during the transition.

Chopra says Indian 
companies are now relying 
on expert consultants to 
see them through the initial 
adoption. ‘The hand-holding 
exercise has to be done,’ he 
says. ‘Consultants outline the 
steps that need to be taken 
and then help in preparing 
the balance sheet on the 
transaction date.’

Tailored ERP
Meanwhile, IT solutions are 
also being made available to 
Indian companies, with Singh 
pointing out that all the major 
international service providers 
for enterprise resource 
planning (ERP) software offer 

functionality for Indian clients 
to help them meet accounting 
standards requirements. ‘In 
the companies where we are 
providing advisory services, 
we jointly agree with clients 
whether they should have 
Oracle PeopleSoft, SAP or any 
other software,’ he says.

Companies also need to 
improve their communications 
strategy as there could be 
dips in profi tability until the 
newly adopted accounting 
system is stabilised. Singh 
says: ‘If a company has 
adopted a revaluation model 
or fair value, the profi ts could 
even go below its carrying 
cost in the books.’

For this reason, Singh 
believes it is important for 
companies adopting Ind AS 
to share all the information 

relating to the adoption 
of new standards with 
their employees, board of 
directors, shareholders and 
the audit committee.

More than a technical 
issue
He adds that converting to the 
new standards is much more 
than a technical accounting 
issue as it also involves 
changing the way companies 
do business. ‘Changes to 
their IT systems, performance 
metrics, contractual 
arrangements, taxes, and 
remuneration policies are 
set to signifi cantly affect 
the company’s day-to-day 
operations,’ he points out. ■

Raghavendra Verma, journalist 
based in New Delhi
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South Africa’s experience
As integrated reporting gathers momentum, attention is increasingly focusing on the 
extent to which reports can be subject to assurance, says ACCA’s Faye Chua

Assurance over fi nancial 
statements is an established 
and valued part of the 
corporate reporting 
framework. It provides 
a mechanism for 
holding management 
to account and 
supporting 
fi nancial market 
stability. But 
the information 
companies 
release to their 
stakeholders 
is expanding, 
not least through 
the development 
of integrated 
reporting, which 
tries to represent 
how entities are using 
and creating different forms 
of capital. 

As organisations 
experiment with the content 
of such reports and their 
perceived value continues 
to grow, so standard-setters, 
preparers and users are 
exploring the potential 
for having these reports 
subjected to some form of 
formal assurance. 

The experiences of 
the South African audit 

community in their 
attempts to provide 
assurance over integrated 
reports are examined 
in a recent ACCA report, 
The Challenges of Assuring 
Integrated Reports: Views from 
the South African Auditing 
Community. The report, the 
third in a series looking at 
integrated reporting in South 
Africa, captures the research 
fi ndings of academics from the 
University of Witwatersrand in 

Johannesburg and 
the UK’s Henley 
Business School 
at the University 
of Reading, based 
on 18 in-depth 
interviews with 
senior South 
African auditors 
and assurance 
experts.

The researchers 
found that 
assurance of 
integrated reports 
does have the 

potential to add value by 
improving such reports’ 
credibility and helping boards 
of directors to fulfi l their 
monitoring and review 
functions. There is therefore 

Information 
that is abstract, 

interpretative, 
predictive or 

qualitative is too 
subjective to be 

assured

a case 
for making integrated 

reports subject to 
assurance. However, 

based on the experience 
and expertise of South 
African auditors, a number 
of technical challenges make 
it impossible to assure the 
whole integrated report. 

One key challenge 
stems from the diffi culty of 
developing suitable criteria 
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for assuring the integrated 
report. Auditors interviewed 
noted that the principles in 
the framework developed by 
the International Integrated 
Reporting Council (IIRC) are 
too generic to be applied 
consistently by different 
audit teams. In addition, 
management teams have to 
apply huge judgment when 
deciding what information to 
report, making it impossible 
for auditors to express an 
opinion on the completeness 
or appropriateness of 
information.

Another issue concerns 
the limited range of skills 
in a traditional audit team; 
to provide assurance on 
an integrated report, multiple 
new competencies would 
be required, including 
the ability to understand 
how the transformation of 
different types of capital 
creates value. 

There are further 
challenges, too. For example, 
some research participants 
doubted the adequacy of 
clients’ records, systems 
and controls, seeing 
weaknesses here as a problem 
for integrated reporting 
assurance engagement. 
The cost of providing even 
limited assurance was also 
considered to be prohibitively 
high, while the risk of 
additional auditor liability was 
seen by some interviewees as 
a problem, making auditors 
unable or unwilling to provide 
assurance on the whole of an 
integrated report.

Factual disclosures
In the view of the South 
African auditing community, 
these technical challenges 
mean that only certain parts 
of the integrated report can 
be subjected to an assurance 
engagement. These are 
the factual disclosures that 
involve little or no evaluation 
by management and are not 
forward looking. In contrast, 
information that is abstract, 

interpretative, predictive or 
qualitative is too subjective 
to be assured.

Experimentation is taking 
place, however. While this 
is welcome, the researchers 
found some concern 
that existing practice is 
resulting in different types of 
professional opinion being 
given on different elements 
of integrated reports. They 
identifi ed the risk that this 
could add to the ‘audit 
expectation gap’, with users 
placing too much reliance on 
engagement reports found or 
referred to in the integrated 
reports they read.

Alternative focus
As an alternative to providing 
assurance on the content of 
integrated reports, participants 
were asked whether auditors 
should focus instead on 
conducting process-based 
audits. Feedback on this 
idea was not positive. The 
systems and controls in 
integrated reporting clients 
were considered to be 
insuffi cient and inadequately 
documented. Audit experts 
also had concerns over the 
lack of suitable criteria for 
describing and evaluating the 
control environment. 

But even if suitable criteria 
could be developed, this 
could have the unintended 
consequence of limiting the 
relevance of information 
included in integrated 
reports, because companies 
might limit their disclosures 
to only those that could be 
objectively verifi ed.

The researchers suggest 
that a short-term solution 
would be to develop a set of 
guidelines that recommend 
which parts of the integrated 
report should be the subject 
of an assurance engagement. 
The framework could also offer 
a basis for describing how 
assurance is provided over 
the material components of 
the report and for identifying 
which parts remain untested. 

The researchers also 
encourage those responsible 
for governance within 
companies to consider how 
they are using a mix of internal 
controls, monitoring and 
different types of existing 
assurance (including external 
and internal audit) to make 
sure that the information being 
included is of a high quality. 
Rather than developing a 
sophisticated assurance model 
for integrated reporting, the 
researchers suggest that it may 
be easier and more effective 
to describe this ‘assurance 
matrix’ to readers.

Long-term view
Looking further ahead, the 
researchers identify the 
possibility of defi ning an 
alternative assurance model. 
This would not express an 
opinion on the extent to 
which the integrated report 
complies with the IIRC’s 
framework but instead would 
provide something similar 
to a panel review by suitably 
qualifi ed experts. 

The big question here, 
as identifi ed in the research 
report, is whether this could 
command the same respect 

as the audit of fi nancial 
statements. There is also 
a risk that this new type of 
assurance report could be 
substituted for stakeholder 
engagement and activism. 

As a result, the researchers 
refrain from recommending an 
urgent push towards radical 
changes to existing assurance 
models. Instead, they make 
the case for companies to be 
given the time to refi ne their 
integrated reports and discuss 
with stakeholders the extent 
to which external assurance is 
actually required. 

Companies and the users 
of integrated reports need to 
work together to address the 
challenges that exist around 
assurance. This is an important 
issue and further exploration 
of possible solutions needs 
to take place. One Big Four 
audit partner interviewed 
for the South African study 
declared that ‘not in our 
lifetime’ would auditors be 
able to issue an opinion on the 
whole of an integrated report. 
But maybe our successors will 
achieve it. ■

Faye Chua is ACCA’s head of 
futures research

For more information:

Read The Challenges of Assuring Integrated Reports: 
Views from the South African Auditing Community at 

bit.ly/acca-ir

IAASB monitoring role
The Integrated Reporting Working Group (IRWG), 
set up by the International Auditing and Assurance 
Standards Board (IAASB) is monitoring the developing 
demand for assurance engagements designed to 
enhance the credibility of integrated reporting. The 
IRWG is planning to issue a discussion paper on the 
topic in 2016. 

‘The IAASB has an open mind as to the way forward,’ 
says Merran Kelsall, IRWG chair. ‘The working group 
will continue to engage with stakeholders and facilitate 
the IAASB’s debates to inform the development of a 
discussion paper exploring assurance issues in greater 
depth, including how practitioners are innovating to meet 
the needs of investors and other preparers and users of 
external reporting.’ 
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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

Audit

New auditor report
It is now less than six months 
until the new and revised 
international auditor reporting 
standards come into force. 
The standards are effective for 
audits of financial statements 
for periods ending on or after 
15 December 2016. For a 
reminder of the changes, visit 
bit.ly/iasb-aud-changes.

Glenn Collins, head of 
technical advisory, ACCA UK

European Union

VAT reform
The European Commission 
has released a wide-ranging 
action plan for the reform 
of VAT. The programme 
will include the release 
of comprehensive legal 
proposals by December, 
perhaps proposing that intra-
European Union (EU) exporters 
start paying VAT on goods 
and services sold to other 
member states. This would be 
charged at the applicable rate 
of the importing country, and 
the money would be handed 
over to the exporting country’s 
customs and tax agencies 
for onward transmission to 
the importing country. The 
goal is to make voluntary 
compliance more attractive 
and make it more difficult for 
exports to disappear onto the 
EU black market. At present, 
such trades are generally VAT 
exempt. The commission 
said it would also propose 
measures this year to improve 
cooperation between tax 
administrations, including non-
EU countries. More details at 
bit.ly/ec-vat-reform.

Green taxes growing
The levying of environmental 
taxes within the European 
Union (EU) rose fast between 
2004 and 2014, according 
to EU statistical agency 
Eurostat – amounting to 
€343.6bn in 2014, compared 
with €282bn in 2004. The 
EU member states where 
environmental taxes had the 
highest share of total national 
taxation in 2014 were Serbia 
(10.8%), Slovenia (10.6%), 
Croatia (10.5%), Greece 
(10.2%), Bulgaria (9.8%), 
Latvia (9.3%), Cyprus and 
the Netherlands (both 9%). 
Those with the lowest share 
were Belgium and France 
(both 4.5%), and Germany, 
Luxembourg and Sweden (all 
5.2%). Find out more at bit.ly/
ec-env-tax-levy.

Customs code in force
The new European Union 
Customs Code (UCC) 
came into force on 1 May. 
It is designed to streamline 
customs processes and 
procedures across the EU, 
for instance clarifying rules 
on releasing goods for free 
circulation. It is also intended 
to automate the exchange 
and storage of customs 
information through additional 
IT systems. More information 
at bit.ly/eu-custs-code and 
bit.ly/ojeu-ucc-prog.

Customs blueprints 
The European Commission 
has released new blueprints 
advising countries wanting 
to join the European Union 
(EU) on how to operate 
an efficient customs 
administration in line with 
EU law. Get the blueprints at 
bit.ly/ec-cust-bluprnt.

Special trader rights
The European Commission 
has upgraded its guidance for 
companies wanting to apply for 
‘authorised economic operator’ 
status, which eases customs 
controls for their trades within 
the European Union (EU). Any 
business within the international 
supply chain interacting with 
customs may apply. To gain 
this status, applicants must 
demonstrate quality record 
keeping, compliance with 
tax law and professional 
competence, and more. More 
at bit.ly/ec-auth-econ-op.

OECD

FDI bounce-back
The Organisation for 
Economic Co-operation 

and Development (OECD) 
has released detailed data 
on the progress of global 
foreign direct investment 
(FDI) flows in 2015, noting 
that these increased by 25% 
to US$1.7 trillion, reaching 
their highest level since 2007. 
And while part of the increase 
is attributed to financial and 
corporate restructuring rather 
than productive investments, 
FDI inflows within OECD 
member states almost 
doubled in 2015 compared to 
the previous year. In particular, 
there were large inflows to 
Ireland, the Netherlands, 
Switzerland and the US. Get 
more details at bit.ly/oecd-
fdi2015. ■

Keith Nuthall, journalist

Terror finance advice upgraded

The Financial Action Task Force (FATF), the global 
standard-setting body for anti-money laundering and 
combating the financing of terrorism, is upgrading 
its advice to financial institutions and regulators to 
better protect charities and other non-governmental 
organisations (NGOs) from abuse by terrorists. FATF wants 
risk assessments to enable financial institutions to identify 
more clearly those NGOs most susceptible to abuse by 
terrorist financing. Find out more at bit.ly/fatf-ngo.
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Cha Cha takes a bow
A book promoting financial literacy for children is the result of a collaboration between 
two ACCA members from different parts of the world

During a visit to the Korangi 
area of Karachi, Pakistan, in 
2013, Hong Kong-based CFO 
Quin SQ Thong FCCA was 
teaching a class of children 
about financial literacy when 
a boy raised his hand and 
gave her a ‘eureka’ moment. 

‘As part of my lesson, I 
asked children what they 
needed and what they wanted. 
So this tiny boy, maybe eight 
years old, put up his hand and 
said: “Miss, I want a sweet, 
though I need a book.” I’d 
never heard the contrast put 

so well. But it also made me 
think: what book could I give 
him to transform his life?’

There weren’t many 
foreigners going to 
impoverished places like 
Korangi, not least to teach 
children about managing 
finances, and her visit made a 
splash. The following day the 
CEO of one of the country’s 
biggest banks got in touch to 
suggest she write a book on 
financial literacy for children. 

The seed was sown, 
but Quin wasn’t a writer, 

though she had authored 
an illustrated book called 
Weaving Rainbows in the 
Himalayas – The Art of 
Bhutanese Scarf Tying for her 
social enterprise in Bhutan, 
Ana by Karma, which helps 
women scarf weavers make a 
living from their work (see the 
March edition of AB, page 12).

While Quin mulled it all 
over back in Hong Kong, 
a friend introduced her to 
fellow FCCA Malik Mirza, a 
CFO based in Islamabad. 
They had much in common, 

not least a shared passion for 
communicating and educating. 
Mirza had also worked on 
social programmes and was 
the author of a book on time 
management: Time Flies – Do 
You Want to Take a Ride? 

It made perfect sense to 
collaborate, but that’s easier 
said than done when you’ve 
never met, barely know each 
other, and not only live in 
different countries but in 
different time zones. 

Still, encouraged by a 
chance meeting with » 

► The panda and the 
pocket money 
Quin Thong, co-author of a 
wealth management book 
for children, with Cha Cha 
the panda – the mentor 
who helps children learn 
how to save, what to share 
and when to spend their 
pocket money
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Ameena Saiyid, Oxford 
University Press Pakistan’s 
managing director, they set 
out on a journey to write 
Cha Cha and the Forest of 
Wisdom: The Art of Wealth 
Management, a book on 
financial literacy for children. 

They say that ACCA 
membership was key in getting 
the project off the ground. ‘I 
realised for the first time that 
having a global qualification 
matters,’ says Mirza. ‘It meant 
that Quin could relate to me, 
which was the first step to us 
working together – this was 
truly exciting.’ 

‘Knowing he’s an 
accountant, an ACCA, I felt 
a fraternal bond, as though 
we went to the same school,’ 
says Quin.

Sharing, spending, saving
Little had been written in the 
way of material for financial 
literacy for children, says Mirza. 
‘We realised that we should 
produce something that takes 
children through the key 
concepts of sharing, spending 
and saving.’

Via early morning Skype 
calls, emails and WhatsApp 
messages, they plugged away. 
Quin’s teaching experience 
gave the book its direction, 
while Mirza developed and 
wrote the stories. 

First they developed 
the characters. According 
to Chinese folklore, a Ming 
dynasty empress used pandas 
as diplomats, and Quin had 
successfully used the animal 
during lessons to represent a 

level-headed ‘guide’ figure. 
They decided on the name 
Cha Cha for the panda, which 
means uncle in Urdu and wise 
man in Chinese. 

They also felt the book 
should have a boy and a girl, 
to make it relatable to as 
many children as possible. 
They called the girl Aimee 

and the boy 
Sam – names that 
are not culturally 
or linguistically 
exclusive. 

The book 
follows Cha Cha 
as he guides the 
pair through the 
key principles of 
financial literacy: 
wealth is more 
than money; the 
difference between 
need and want; 
saving, spending 

and sharing; and setting goals.
After 18 months of work, 

the book was launched at the 
Children’s Literature Festival in 
Karachi in February 2016 and 
published by Oxford University 
Press. The concepts that it 
uses are aligned with the 
World Bank’s vision of financial 
inclusivity – UFA 2020, which » 

‘The book helps 
children respond 
to concepts that 

many adults find 
difficult to grasp. 

They go home 
and teach their 

parents’ 

◄► The foundations 
of financial literacy
Primary school children 
getting to grips with the 
key money management 
concepts of sharing, 
saving and spending by 
using an illustrated book 
written by accountants Quin 
Thong and Malik Mirza
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Quin SQ Thong FCCA
 
Quin SQ Thong FCCA is the Greater China CFO 
for Baronsmead Consulting, where she specialises 
in corporate strategy, operational excellence and 
performance transformation. Originally from Malaysia, she 
worked at PwC before moving to Hong Kong in 1998 to 
work as FD for TNS Global, a market research business 
now owned by WPP. As part of a ‘corporate doctor’ team, 
she then helped to revive the fortunes of then UK footwear 
company Texon International Group. 

Following this, she moved to property company DTZ 
as its north Asia chief operating officer. Having impressed 
by engineering a five-year business plan to strengthen the 
company’s growth, she was seconded to DTZ’s London HQ 
as head of strategy, followed by a posting to Shanghai. 

In 2012 she returned to Hong Kong, holding interim 
finance roles before taking up her current position in 2014. 
She also runs the social enterprise Ana by Karma.

Malik Mirza FCCA, FCA
 
After doing his accountancy training with PwC network 
firm AF Ferguson in Islamabad, Malik Mirza’s career in 
Pakistan took off. He moved from managing assurance 
and advisory services at AF Ferguson to a multinational 
manufacturing company as an internal audit manager. 

Since 2004, the banking sector has been his stomping 
ground. Focusing on microfinance, he joined First 
Microfinance Bank as head of finance and company 
secretary. In 2007 he moved to Transworld Associates as a 
senior finance manager. 

In January 2013, he moved to U Microfinance Bank 
as CFO and company secretary, developing the financial 
system to support a branchless banking system. He has 
recently moved to Finman Group as managing director, 
providing advisory, training and recruitment services. 

He has created a blog for mentoring and sharing ideas 
from management and business books. He also runs 
professional skills training sessions for young people, and 
conducts financial analysis and management workshops.

61Public value | People

06/2016 Accounting and Business

INT_P_Book.indd   61 18/05/2016   13:45



stands for Universal Financial 
Access by 2020. 

According to the World 
Bank, ‘UFA 2020 envisions that 
adults worldwide – women and 
men alike – will be able to have 
access to a transaction account 
or an electronic instrument to 
store money, send payments 
and receive deposits as 
the basic building block to 
manage their financial lives.’ 
The plan targets giving access 
to a transaction account to a 
billion people in 25 countries 
where 73% of all financially 
excluded people live.

‘In Pakistan only about 
12%-13% of people have a 
bank account,’ says Mirza. ‘So 
the idea is to do something 
that contributes to changing 
this. If we want adults to have 
bank accounts, the right time 
is to start early. That’s how we 
came up with the idea that 
there should be something to 
educate children.’

So how do children 
respond to concepts that many 
adults find difficult to grasp? 
‘Very well,’ says Quin. ‘They go 
home and teach their parents.’ 

The core message of the 
book revolves around the 
concept of wealth being more 

than money, and encapsulates 
time and knowledge, and that 
these are equally valuable and 
equally tradable. ‘It’s not just 
about donating your money 
– time is wealth,’ says Quin. 
‘You can share your toys or 
your books, or if you’re good 
at maths, share that knowledge 
with a friend at school. The 
concept of sharing is global 
and you can see a lot of kids 
can share a lot of their wealth.’

Universal message
The authors see the book as 
having a global statement 
that can be understood 
across cultures, borders and 
economic standing. While the 
idea may have been sown in 
an emerging economy, the 
scope is international. 

‘We’re developing this 
as a message, not solely as 
a book,’ says Quin. ‘There 
should be a financial literacy 

workbook for children, and 
a training programme for 
teachers to teach the subject 
in the classroom. 

‘We’re at the stage 
of engaging financial 
institutions, governments 
and corporations, as they’re 
the people to go to schools 
and get the children opening 
accounts. The book is just the 
first stage.’

‘It’s been received well,’ 
says Mirza. ‘Parents I speak to 
say that these are concepts 
they want their children to 
learn and now they have 
something. I’m aiming 
for five million book sales 
and covering around 500 
schools with the programme, 

spreading the message as 
far as possible, getting as 
many children with bank 
accounts and seeing how the 
international market reacts.’

If the crux of their 
programme is about sharing 
wealth, then the book itself 
is testament to this, with the 
collaboration involving a 
sharing of skills, strengths and 
vision to create something of 
singular value. 

And the whole thing grew 
out of a boy putting his hand 
up in class. ‘One day I want to 
give that little boy in Korangi 
his own copy of the book,’ 
says Quin. ■

Neil Johnson, journalist

Cha Cha and the Forest of 
Wisdom: The Art of Wealth 
Management is written 
by Quin SQ Thong and 
Malik Mirza, and published 
by Oxford University 
Press. It teaches money 
management, is aimed 
at children over eight 
and costs PKR450 (US$4). 
For more, go to bit.ly/
FinancePanda.

▲ Spreading 
the word 
Quin Thong and Malik 
Mirza at the Karachi 
Children’s Literacy Festival 
in February 2016 showing 
a group of teachers how to 
use the book in class
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Singapore’s Council date

Do you pass the test?

Council’s annual meeting this year, along with ACCA’s first ever ASEAN conference, will 
be held in Singapore, with associated visits to Indonesia, Myanmar and Vietnam

ACCA students can get in some valuable practice for the new computer-based exams 
this September by trying out the specimen exams now available online

This year’s 80th anniversary 
celebrations for ACCA 
Singapore will see the city-
state hosting Council’s 2016 
meeting as well as ACCA’s 
first ever ASEAN conference.

This year’s Council theme is 
‘The Future of the Profession’. 
The meeting, to be held on 18 
June, will discuss ACCA’s new 
quotients framework and its 
‘Professional accountants – the 
future’ initiative (see page 12). 

The ASEAN conference 
will be held the previous 
day. Entitled ‘Transforming 
the Face of Accounting and 
Finance Talent’, it will explore 
the skills that accountants in 
the region will need to seize 
the opportunities of the future. 

ACCA has published 
specimen exams for the 
new computer-based exams 
(CBEs) that will be available 
for the F5 to F9 exams from 
September 2016.

Spreadsheet and word-
processing question types 
have been developed to test 

students on their technical 
knowledge and application of 
that knowledge in workplace 
scenarios. The expert-marked 
exams are designed to equip 
students with the skills they 
need to help their organisations 
achieve their goals.

The new-style CBEs will 

test exactly the same learning 
outcomes to the same standard 
as the paper-based exams, 
assessing the same breadth 
and depth of knowledge. 

The ACCA Qualification is 
recognised by more education 
frameworks than any other 
professional accounting body. 

All changes to the qualification 
are thoroughly assessed and 
tested to ensure our rigorous 
standards are maintained, 
guaranteeing continuing 
recognition globally. 

You can take the specimen 
exam by going to the ACCA 
site at bit.ly/ACCA-CBEtest. ■

Council will also visit  
Indonesia, Myanmar and Vietnam 
in June to see how ACCA 
members in the region are 
contributing to national economies 
and their profession, to connect 
with partners, the profession and 
policymakers, and to show how 
ACCA’s work is bringing value to 
employment markets. ■ 
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Delivering for ACCA
ACCA’s Council has approved an ambitious strategic plan to take ACCA successfully to 
2020. We speak to chief executive Helen Brand about her role in delivering this vision

Although now a relatively 
seasoned chief executive, 
Helen Brand is still taken 
aback by the impression 
ACCA makes on others. 
‘When I explain what ACCA 
is and stands for, and what 
our members do and where, 
people are invariably 
deeply impressed,’ she says. 

‘The values on which 
ACCA was founded – 
opportunity, diversity, 
accountability, integrity and 
innovation – have rarely had 
greater relevance to business 
and society,’ explains Brand. 
‘Because of this, ACCA 
has that credibility and 
consistency, which means 
that people want to work for 
us and partner with us’.

And Brand realises what 
a gift this is. ‘Other chief 
executives I meet from all 
sectors envy ACCA’s values 
and our adherence to them, 
and they are genuinely in 
awe of how we manage a 
global brand that still creates 
local and national impact. I 
know I’m incredibly lucky as 
a chief executive because I 
get to lead an organisation 
where everyone involved 
is passionately committed 
to our vision of creating 

professional accountants the 
world needs,’ she says.

Brand’s career has 
been built in professional 
bodies, starting at CIMA 
where she rose to director – 
international development. 
By this point in her career, 
in 1996, ACCA had just 
launched a member 
consultation on its future 
and this led to a lightbulb 
moment for Brand. She 
found that ‘the scale of 
ambition and the clarity of 
the argument ACCA put 
forward was so compelling, 
I immediately knew that 
I wanted to work for that 
sort of professional body. I 
contacted ACCA and said 
I wanted to be 
part of its future. 
Luckily, ACCA 
said yes and I’ve 
now been with 
this fantastic 
organisation for 
20 years’.

Brand was 
appointed as 
chief executive in 
2008, following 
a global search 
and a rigorous 
recruitment 
process. ‘It was 

competitive and tough and I 
was thrilled to be appointed,’ 
she says. ‘I’d joined ACCA 
with the goal of becoming 
chief executive one day and 
leading on the delivery of its 
strategy – but only if Council 
felt I was absolutely the best 
person for the role.’

Her proudest ACCA 
moment was receiving an 
OBE in the Queen’s Birthday 
honours list in 2011. ‘I still 
don’t know who nominated 
me – and I suspect I never 
will! But I was absolutely 
clear that it was an accolade 
for the whole organisation, 
one that recognised what a 
force for good ACCA is in 
the UK and globally.’

Momentous year
This year has been one of the 
most momentous in ACCA’s 
recent history. ‘2015–16 has 
been about putting some of 
the essential building blocks 
in place so we can deliver 
Council’s strategy to 2020,’ 
says Brand. ‘This has seen 
us move from two to four 
exam sessions a year – a 
major undertaking when you 
have 462 exam centres in 149 
countries – and it’s been a 
really smooth transition.

‘We have also launched 
ACCA-X, our digital 
learning solution, to give 
students access to high-
quality, low-cost study. 
And we accepted our first 
students and members 
onto our ground-breaking, 
globally available MSc with 
the University of London, 
combining the ACCA 
Qualification with a Master’s 
in Professional Accountancy. 

‘Taken together, they 
represent amazing change. 
And they are at the heart 
of what we do: ACCA’s 
Qualification is recognised on 
more educational frameworks 
around the world precisely 
because of its relevance, 
integrity and rigour.’

‘2015–16 has been 
about putting 

some of the 
essential building 

blocks in place 
so we can deliver 
Council’s strategy 

to 2020’
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Enhancing value
‘As I’ve been reporting 
to members through AB, 
we‘ve also had a strong 
focus on enhancing 
the value we offer our 
members, through 
initiatives like redeveloping 
the members’ section of 
accaglobal.com, launching 

digital versions of AB, re-
launching our ACCA 

Careers jobsite 
and working to 
communicate 
more clearly 
and directly with 
members on 
what we are 
doing to meet 
their needs. 
A further 
example is our 
new report, 
Professional 
accountants – the 

future, looking at 
the key qualities 

that professional 

accountants will need going 
forward.’ (See page 12.)

Leading effectively relies 
on close engagement with 
ACCA’s Council. ‘I have a 
continuous dialogue with 
our officers and individual 
Council members as that 
vital conduit for the views  
of the entire membership,’ 
says Brand.

It’s this drive to innovate 
and stay ahead that 
continues to excite and 
motivate Brand. ‘I never 
stop learning and growing. 
The opportunities and 
challenges ACCA works 
with are constantly evolving 
and hugely stimulating. 
Since day one at ACCA, 
I’ve been amazed by the 
contribution our members 
make to how the world 
works. And that pride just 
gets greater every year, 
as I see more of what 
ACCA enables through our 
members and students’. ■

For more information:

Read more about Council at accaglobal.com/
council

Look out for ACCA’s integrated report in early 
August, including a summary of performance in 

2015-16 and strategic priorities for 2016-17
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Gaining currency
ACCA will look into multicurrency payment options for  
members’ fees in response to popular demand

ACCA has begun an initiative 
to look at multicurrency 
pricing structures for 
membership fees. 

In response to concerns 
from members, a project team 
is conducting a cost/benefit 
analysis of the implications 
of changing internal systems, 

Inside ACCA

64 2020 vision
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strategic plan

63 News
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computer-based exams

22 President
Looking ahead is part of 
ACCA’s DNA

which would allow members 
to pay their fees in currencies 
other than pounds sterling.

An assessment into 
the impact of the move 
to multicurrency payment 
methods will consider the 
implications of changing IT 
systems and the financial risk, 

such as currency fluctuation. 
Any key infrastructure project 
like this must warrant the 
investment by delivering 
sufficient value.

‘We hear from members, 
affiliates and students that 
multicurrency payment options 
would greatly enhance their 
ACCA experience, so it’s 
important that we assess 
this and indeed other issues 
raised by members to ensure 
that we focus on providing 
the best value possible to all 
members,’ says Mark Cornell, 
ACCA’s market director – 
Western Europe and North 
America. ‘Given the significant 
considerations to be taken into 
account, this will be a long-
term project and may take a 
number of years to implement, 
but we will keep stakeholders 
informed as we progress.’ ■

Award-winning ACCA-X  

ACCA’s online learning programme, 
ACCA-X, has won the ‘best elearning and 
online education’ award at the recent 
International and European Association 
Awards in Berlin, Germany.

Celebrating its first birthday since its 
launch in April last year, ACCA-X has had 
registrations from 230 countries around 
the world. The five courses – two are free 
of charge and three are paid for – have 
had close to 100,000 registrations in their 
first year.

‘The Society of Association Executives 
has rightly recognised ACCA-X for 
being innovative and cutting edge,’ 
says Reza Ali, ACCA director of new 
ventures. ‘Registration numbers show 
that the demand for flexible learning is 
here to stay.’

ACCA-X, whose flexibility enhances access to the profession and enables individuals to 
fit study around their lifestyles, is supported by online tutors who guide learners through 
interactive content designed to support individuals with financial literacy skills. 

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

▲ A night to remember
Jeffers Miruka, president of the African Society 
of Association Executives (left) and Mark 
Kenhard, ACCA-X product manager
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