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Welcome
With trade, harmony and connectedness at the heart of China’s ambitious Belt and
Road initiative, ACCA and its members could play a key part in its success
The idea of a new trade route linking
65 countries across four continents,

Firms could learn a
thing or two from
Oreo manufacturer
Nabisco on how
it reinvented the
biscuit to make
it stand out on a
supermarket shelf

with its promise of economic growth
for the businesses along its route, has
caught the imagination of many. And
indeed China has emphasised the
opportunities for trade, harmony and
connectedness that the US$900bn Belt
and Road initiative might offer. But
questions remain as to who will benefit
and how far.
ACCA and the Shanghai Stock
Exchange have carried out research
into the implications of the initiative for
the global economy. With operations in

integration of the recently acquired

24 countries along the planned route,

subsidiary into IBM.

ACCA and its members can play a

Finally, it might sound strange to

part in making this ambitious project

compare an Oreo – a chocolate and

a success. On page 39, we look at

cream cookie that hails from the US – to

progress so far and assess the potential

an accounting practice, but firms could

risks and benefits.

learn a thing or two from manufacturer

IBM is a company with long

Nabisco on how it reinvented the biscuit

experience of operating across many

to make it stand out on a supermarket

countries and jurisdictions. In our

shelf. On page 22 we find out how

big interview on page 12, we talk

practices can innovate to get ahead.

AB

to Sumathi Mohnani FCCA, global
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Premier League football
club Everton travelled
to east Africa on a preseason tour, following a
shirt sponsorship deal
with Kenyan betting
firm SportPesa. The
deal is believed to be
worth around £48m over
five years.

A boy and girl try on
ninja costumes during
a festival in Tokyo – but
they may be part of a
disappearing breed as, in
the face of huge demand
from foreign tourists, the
country grapples with
a shortage of people
trained in the martial art.

The charity set up by
the New York Yankees
to benefit communities
affected by their new
baseball stadium lacks
public accountability and
has not prioritised its
closest neighbours in the
distribution of funds, says
The New York Times.

US rocket company
SpaceX brought its tally
of successful landings
to 13 in July, with a
refurbished model
putting up a Bulgarian
satellite and another
despatching 10 more
for communications
company Iridium.
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News roundup
This edition’s stories and infographics from across the globe, as well as a look at
the latest developments and issues affecting the finance profession
ACCA grows bigger

ground-breaking Professional

For more on this story, see

be available, commonly the

ACCA has strengthened

accountants – the future

this month’s ACCA section.

data that is available will still

its global reach and

research, which examined

influence over the past

the prospects of the

Climate risk impact

analysis to be performed and

year, with a 5.5% increase

accounting profession. We

Climate-related financial

a satisfactory approximation

in membership, growing

also announced major, future-

risks should be disclosed in

of an arm’s-length outcome

the organisation to more

proofing changes to the

all annual reports, concludes

to be determined.’ The

than 198,000 members and

ACCA Qualification based on

a task force led by the US

toolkit is also backed by the

486,000 students around the

our findings. I’m pleased to

businessman and former

UN, the IMF and the OECD.

world. Helen Brand OBE,

see that these developments

New York City mayor Michael

ACCA’s chief executive,

are being well received

Bloomberg. ‘Climate change

Globalisation risk

commented: ‘During

by members, who have

presents global markets with

Globalisation has increased

2016–17 we have seen a

reported the highest level

risks and opportunities that

tax risk, which is highest in

number of major initiatives

of satisfaction since 2013. I

cannot be ignored, which

the developed nations of the

come to fruition – from our

look forward to continuing

is why a framework around

US, UK and Australia, says

strategic alliance with CA

our strong momentum in the

climate-related disclosures

EY. China and India are the

ANZ to the launch of our

coming year and onwards.’

is so important,’ he said.

other two countries in the

The Task Force on Climate-

top five tax-risk jurisdictions.

related Financial Disclosures

EY’s 2017 Tax Risk and

was established by the US

Controversy Survey found

Financial Stability Board. Yen-

that 59% of executives have

pei Chen, subject manager

experienced an increase in

for corporate reporting at

risk or uncertainty around

ACCA, responded: ‘The

tax legislation or regulation

four areas of the TCFD’s

as a result of globalisation.

recommendations –

Geopolitical drivers –

governance, strategy, risk

including the tax implications

management, and metrics

of Brexit and the uncertain

and targets – provide a useful

direction of tax policy in

framework for disclosure.’

the US – are shifting tax

allow a reasonably reliable

risk towards developed

Pricing toolkit

Nigeria to build way out of recession

8

economies, says EY.

The World Bank has
published a toolkit to help

CbC reporting

Latest official figures show Nigeria’s public debt rose $5.5bn

developing nations analyse

MEPs have approved

in one quarter to $63bn at the end of March, including almost

transfer pricing practices.

European Commission

$14bn in international loans. Part of the debt is from the

It is designed to address

proposals for country-by-

issuing of bonds to invest in infrastructure, as the slump in oil

challenges presented by the

country (CbC) reporting rules

prices continues to damage the economy and tax base, and

lack of data comparability.

for multinationals. Those

the country attempts to escape its first recession in a quarter

The guidance explains:

operating within the EU and

of a century.

‘While “perfect” or ideal

with a global turnover above

comparables may only rarely

€750m would have to publish
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in each of its jurisdictions the
corporate tax paid. European

The more expansion, the higher the cost of SOX

Parliament co-rapporteur

Fifteen years after the passing of the US Sarbanes-Oxley Act, which tightened the rules on

Evelyn Regner said: ‘If

corporate governance, the costs of compliance weigh heavily on companies that operate in a

we don’t make country-

number of locations, according to data from global consulting firm Protiviti.

by-country reporting, we

US$1,561,000

will never bring to light

US$1,350,000

the system of letterbox
companies that is abused to
worldwide. We are ready
now for negotiations to find

US$1,066,406

US$936,667

shift profits and avoid taxes

US$657,383

a common reporting regime.
The EU must lead the fight
against tax avoidance.’

EU strengthens AML
The EU’s Fourth Anti-Money

1-3

4-6

7-9
Number of locations

Laundering Directive became
law in June. Věra Jourová,

10-12

> 12

European commissioner for

Not enough hours in the day?

justice, urged EU member

Protiviti’s research found that time devoted to Sarbanes-Oxley compliance activities increased

states speedily to adopt

for a majority of organisations last year.

the rules into domestic

Increase in hours devoted to SOX compliance

legislation. The directive
strengthens risk assessment

55%

60%

56%

51%

54%

61%

60%

$20bn
or greater

$10bn to
$19.99bn

$5bn to
$9.99bn

$1bn to
$4.99bn

$500m to
$999.99m

$100m to
$499.99m

Less than
$100m

obligations on accountants,
lawyers and banks; increases
transparency obligations
on companies regarding
beneficial ownership; and
facilitates international
information exchange.

MEPs accuse Big Four
Big Four firms have been

Size of organisation

accused by a group of
MEPs of assisting clients to
obscure links between their

Commission proposals

of RSM Moçambique, said:

accounting network, and the

international offices, thereby

to tackle tax evasion are

‘Joining RSM will allow us to

new Mozambique member

reducing their tax liabilities.

insufficient.

strengthen our own services,

firm is one of the 10 largest

but also to work with other

in the country.

The claims were made in a
report written by Richard

RSM grows in Africa

members in neighbouring

Murphy of the Tax Justice

RSM has expanded its

countries on cross-border

Private equity award

Network and Saila Naomi

international network

activities. The strength of

Grant Thornton UK has been

Stausholm of Copenhagen

through the addition of a

the RSM brand across Africa

recognised as an Adviser

Business School. The GUE/

new firm in Mozambique,

and globally is of real benefit

of the Year at the Private

NGL group of left-wing

based in Maputo. Paulo

to us and our clients.’ RSM

Equity Africa Awards 2017.

MEPs argues that European

Lopes, managing partner

is the world’s sixth-largest

The award, in the Single
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Accountancy Futures

Accountancy Futures
Critical issues for tomorrow’s profession Edition 14 | 2017

| Edition 14

m

d the Americas
om

Deal Adviser – Frontier

for expatriates, but only

the Australian income tax

category, recognises Grant

where there are fewer Saudi

system. ‘Income tax in

Thornton’s commitment

nationals than non-nationals.

Australia is actually quite

transactions in Africa

UK–Canada raids

a lot of deductions,’ he told

and, in particular, the

Three properties in Canada

Accountants Daily. ‘You get

MicroKing (now Microcred)

and six in the UK were raided

deductions for housing, for

Zimbabwe deal. Microcred

as part of an international

retirement, for children, for

is a strategically important

investigation into allegations

all sorts of things. It is quite

financial institution in

of a tax carousel fraud. The

complex for individuals to

Zimbabwe, which specialises

apparent fraud was detected

then complete a tax return

in providing funds to SMEs.

by the Canada Revenue

– the actual tax system

Agency after 11 people

itself isn’t very user friendly.

Tanzania dispute

based in the UK had sought

It could be simplified and

Tanzania has increased the

C$52m in tax refunds and

reformed to try and look at

royalty rate from 4% to 6% on

rebates. More than 80 tax

perhaps making income tax

The 14th edition of

mined gold, copper and silver

investigators in the two

lower, but removing some of

Accountancy Futures,

and imposed a 1% clearing

jurisdictions were engaged

the deductions.’

ACCA’s forward-looking,

fee on mineral exports. The

in the raids.

twice-yearly professional

royalty increase is the latest

insights journal, is now

development in a continuing

‘Brain drain’ warning

available. This edition

dispute between the

Australia’s accounting

high-profile chief executive

focuses on trust and ethics.

government and the country’s

firms are losing qualified

– author of the bestselling

mining sector. Tanzania has

accountants to the

book The Naked CEO –

at the fairness of the

accused the country’s largest

commercial sector, according

has left the organisation

international tax system, in

mining company, Acacia, of

to the 2017 Hays Salary

amid controversy over its

an article based on findings

conducting illegal operations

Guide. It reported that

management and public

from recent research carried

and underpaying tax – which

voluntary staff turnover had

scrutiny of his salary. Malley

out by ACCA, IFAC and

Acacia denies, calling the

increased in 32% of firms in

has received a severance

Chartered Accountants ANZ.

accusations ‘unfounded’.

the past year. Susan Drew,

payment of A$4.9m under

Elsewhere there are high-

The dispute is scheduled

senior regional director of

his contract. His departure

profile interviews with Kofi

to go to arbitration, though

Hays Accountancy & Finance,

follows the resignation of

Annan, diplomat and former

Acacia says it is seeking a

told online publication

half of CPA Australia’s board

secretary-general of the UN;

negotiated resolution.

Accountants Daily: ‘Across

of directors. Jim Dickson,

accounting firms we see the

CPA Australia chairman and

Lucia Real-Martin
Market director – emerging markets
lucia.realmartin@accaglobal.com

om/futuresjournal

ladesh Dhaka +88 02 984 4672 info@bd.accaglobal.com | Botswana

+855 (23) 991 676 info@kh.accaglobal.com | Canada Toronto +1 416 966

lobal.com | China Beijing +86 10 6535 2400 accabj@accaglobal.com

Guangzhou +86 20 8755 7932 accagz@accaglobal.com Hong Kong +852

Team work on tax?

Shanghai +86 21 5153 5200 accash@accaglobal.com Shenzhen +86 755

7 (0)22 391 000 info@cy.accaglobal.com | Czech Republic, Slovakia and

dis Ababa +251 115 159533 acca@ethionet.et | EU Brussels +32 (0) 2 286

G20 citizens weigh up cooperation versus
competition in major research

@accaglobal.com | India indiainfo@accaglobal.com | Indonesia Jakarta

relandinfo@accaglobal.com | Kazakhstan Almaty +7 (727) 271 9837 infokz@

Malawi Blantyre +265 (0) 1832 253 info@accaglobal.com | Malaysia Kuala

0 acca.mauritius@accaglobal.com | Myanmar Yangon +95 1 387 947 info.

l.com | Oman Muscat +968 2449 3686 info@om.accaglobal.com | Pakistan

om Karachi +92 (0)21 111 222 275 cs.khi@accaglobal.com Lahore +92 (0)42

25 4119 | Poland and Baltic States Warsaw +48 22 509 5010 polandinfo@

12 info@ro.accaglobal.com | Russia Moscow +7 495 737 5542 info@

ngapore Singapore +65 6734 8110 info.sg@accaglobal.com | South Africa

ombo +94 (0)11 2424801 info@lk.accaglobal.com | Tanzania Dar-es371 4608 turkey@accaglobal.com | UK London +44 (0)20 7059 5000 info@

da Kampala +256 (0)414 251328 uginfo@accaglobal.com | Ukraine and

rates Dubai +971 (0)4 391 5451 info@ae.accaglobal.com | Vietnam Hanoi

ales Cardiff +44 (0)141 582 2000 wales@accaglobal.com | Zambia Lusaka

zimbabwe@accaglobal.com

Plus: Interview: Kofi Annan | Corruption | Shared services |
Asia CFO forums | Fintech | Smart cities | Integrated reporting |
Risk management | Jamaica auditor general | Fintech | Audit |
Future of freetrade | Scepticism | Africa startups | Blockchain

Think Ahead

05/06/2017 15:52

Hot off the press

The cover feature looks

Rachel Grimes, president of

Malley moves on
Alex Malley, CPA Australia’s

IFAC; and Pamela Monroe

Saudi ‘expat tax’

consistent movement of

president, said: ‘The board

Ellis FCCA, auditor general

Saudi Arabia has introduced

talent into the commercial/

decided to terminate Alex’s

of Jamaica.

an annual tax on expatriate

industry sectors. There has

contract in order to allow

workers as it struggles to

also been an increase in new

CPA Australia, CPA Australia

features on countering

overcome lost oil revenues.

opportunities for people

staff and Alex to move

corruption in the MENASA

The kingdom also imposed

to explore, with practice

forward.’ An independent

region, reporting on carbon

‘sin taxes’ on tobacco and

accountants looking for more

review will undertake a

emissions, and shared

sugared drinks. Expatriates

in their work than standard

comprehensive assessment of

services as a smart choice for

and their dependents will be

tax compliance.’

CPA Australia’s governance.

aspiring CFOs.

charged SAR100 ($27) per

This edition also includes

10

complex because you have

to advising on challenging

Leong Soo Yee
Director – Asia Pacific
sooyee.leong@accaglobal.com

Adam Awty, chief operating

It can be viewed

month, rising to SAR200 in

ACCA urges reform

officer, has been appointed

at accaglobal.com/

2019 and SAR400 in 2020.

ACCA’s head of tax, Chas

interim CEO.

futuresjournal.

At present, employers

Roy-Chowdhury, has called

pay SAR200 per month

for the simplification of

AB

Paul Gosling, journalist
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Smooth integrator
Being an integration CFO requires the ability to see the big picture while juggling a
multitude of time-critical tasks, as Sumathi Mohnani FCCA knows only too well

I

Sumathi Mohnani FCCA, whose 20-year

2016

says. ‘Within these dates, each function has

career at IBM has seen her become

Global integration CFO,

to outline what the integration activities are

global integration CFO for just such a

Sanovi Technologies, IBM

that need to be completed and the target

i

ntegrating a newly acquired business
into a giant like IBM is not a job

timelines for the activities, the key ones

CV

being transaction close date, transfer of
employment and transfer of business,’ she

for the faint-hearted, according to

dates for completion.’

subsidiary, Sanovi Technologies, which
IBM purchased in 2016.

1997

This also involves making changes

Joined IBM India in business

to some of the established working

offices in the US and Dubai, Sanovi is a

controls. Subsequent roles

procedures at Sanovi, as employees are

provider of real-time data recovery systems.

included country business

made aware of IBM’s organisation structure

Mohnani’s current role is to integrate

controls leader, business

and operating practices. Employees

Sanovi’s operations into the global

transformation leader for

also need to familiarise themselves with

management framework of IBM, migrating

sales transaction support,

IBM’s systems and tools, not to mention

employees, business partners, customers

centre leader for global pre-

its thousands of standard acronyms. To

and suppliers so that business can be

sales enablement

facilitate this, training and enablement

Headquartered in Bangalore and with

sessions are conducted to jump start their

conducted through the parent company’s
processes, systems and tools from an

1993

career in IBM, and they have access to

agreed transfer date in the future.

Senior manager, Esanda

the parent company’s vast repository of

Finanz and Leasing

information across multiple streams such as

Of course, all of this must take place

sales tools, marketing insights, HR policies

alongside the day-to-day transactions of
Sanovi until the transfer. As part of the

1988

exercise, current processes may need to be

Accounts manager,

amended or strengthened to ensure that no

Suromoco Exports (India)

and finance processes.

compliance-related issues arise from being

‘The challenges in this role are to do

a subsidiary of IBM which is a global, public

1987

with mapping the rate and pace of a very

limited company.

Finance manager,

mature, global player like IBM, which

Ralectronics (India)

operates in more than 170 countries, with

A major part of Mohnani’s role is to
juggle the priorities of various stakeholders

that of an agile, time-versus-results-oriented

in relation to project timelines, company

1980–86

entity that is not so heavily focused on

resources and the capabilities of team

Assistant manager, audit,

internal and external compliance,’ Mohnani

members. ‘This requires making decisions

Price Waterhouse, Jamaica,

says. ‘I also have to maintain an objective

on the optimal way forward by evaluating

then Bahamas

view of the desired outcome, and work

risk versus desired objectives,’ Mohnani
explains. ‘You have to leverage the cultural

collaboratively with local and global teams.’
Meanwhile, Mohnani must simultaneously

diversity of the teams without losing out on the advantages

track and report the actual performance versus the approved

of more agile operations often found in smaller companies,

business case for the acquisition, comparing the financial

and also take ownership for closure of actions that impact the

results with targeted revenues, profitability, growth and

overall integration.’

timelines. At the same time she must ensure that there are no

In doing this, Mohnani must work within the project
plans laid out by the process owners in IBM during the
various stages of the acquisition. ‘Every acquisition has

12

Matching up

compliance-related problems from statutory and legal angles
that might expose IBM as the parent company.
In achieving these goals, Mohnani can call on support from
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‘Every acquisition
has timelines, the
key ones being
transaction close
date, transfer
of employment
and transfer of
business’
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i

and management roles, and has found her ACCA training a

Basics

useful asset. ‘When I moved back to India, I had no problem
in reskilling myself because the skills I had acquired through

IBM operates in 170+ countries, employing more than

ACCA were equally applicable here, especially working for a

380,000 people worldwide. In 2016, it announced the

multinational corporation,’ she says.

acquisition of Sanovi Technologies, a privately held

She admires IBM’s ‘vision to lead in developing technical

company that provides cloud recovery, cloud migration and

solutions for its customers, its core values around client success,

business continuity software for enterprise data centres and

innovations and ethics, and its overall brand image across

cloud infrastructure. IBM is integrating Sanovi capabilities

the globe’ and also praises its approach to nurturing talent:

into its Global Technology Services unit, which provides IT

‘Opportunities for personal growth and development are not

consulting and business services.

restricted by the core function you started in. You are encouraged
to pursue roles that challenge and stretch your capabilities, both
within your core function or laterally across the corporation.’

i

In her time at IBM, Mohnani has also handled programme-

Tips

oriented roles in finance, setting up a global delivery centre
for pre-sales; strategy for the sales transaction support

Young finance professionals should practise ‘the art of

organisation; and managed teams across multiple countries

applied knowledge’ by applying their theoretical knowledge

and time zones. Each of these roles built on the skills she had

to their current situations. To be successful in a technology

already acquired, she says: ‘You complement your abilities and

environment, finance managers should leverage their skills

you also upscale yourself.’

to provide business insights to their leaders, and help
them manage the operations in a cost-effective manner.

Supporting decisions

They should be able to analyse and find trends in data, be

To succeed in big corporations, the finance team must become

aware of competitive and market changes, keep their skills

trusted business advisers, she believes. ‘To be able to do this,

updated, and be ready to take on

you need to understand the business

additional responsibilities outside

itself – the product or the service

of their comfort zones.

that you are selling, the ecosystem it
operates in, the challenges and risks

IBM global team members from all
work streams, including the finance
management team, corporate
development teams, other integration
CFOs and legal, technical and subject
matter experts.
Born in Bangalore, Mohnani
moved as a child to Jamaica in
the West Indies, after her father,

‘As more and more
global companies
have set up offices in
India, the corporate
culture has become
more aligned with
the West’

and operating models.’
Business leaders, Mohnani says,
are relying increasingly on finance
professionals to help them make
bold commercial decisions, such
as how to gain new business,
optimise available resources and
mitigate emerging risks. ‘Leaders
are looking for insights that will
help in sound decision making,

a doctor, was posted there. After

enable innovative solutions,

graduating from the University of
the West Indies, she completed her ACCA training and joined

and strike the right balance between increased productivity

PwC as an audit trainee in the capital, Kingston.

and costs.’

On her return to India in 1987, Mohnani worked with an

14

from continuously changing markets

In today’s competitive Asia Pacific business environment,

Indian small-scale entrepreneur to establish management

home-grown Indian organisations like Sanovi need to stay

systems to enable it to survive within a largely disorganised

ahead of the game. Bangalore is the hub of India’s IT industry

sector. After a spell with Esanda Finanz, a car financing

and attracts large numbers of foreign companies. Mohnani

subsidiary of ANZ Grindlays Bank, she moved to IBM as a

notes that the city has faced stiff competition from other

business controls professional in July 1997. In two decades

cities with strong English speaking skills, such as Manila in

with the company, she has fulfilled a number of financial

the Philippines, and Kuala Lumpur, Malaysia.
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Even so, India still has significant advantages over its rivals, such

which are relevant in the marketplace. They also need to

as a thriving entrepreneurial culture, strong investor confidence,

have confidence and make good judgment calls. ‘There is

a young workforce, business-friendly government initiatives and

rarely, if ever, complete information available that covers all

growing regulatory engagement, Mohnani believes. ‘Corporate

eventualities,’ she says. ‘You are working with a data-versus-

governance has also been improving. As more and more global

time situation. A professional should know how to make

companies have set up offices in India, the corporate culture has

decisions with limited available data so as to keep moving in

become more aligned with the West,’ she says.

the right direction.’

The growing number of foreign companies based in

Mohnani also observes that women in business still face

India has also changed India’s job market. Finding the right

a tougher time than men. She recalls an occasion when an

candidate for a job, however, is not easy, she says, with many

applicant for a finance role in IBM reluctantly answered her

young people emerging from the Indian education system

questions because he assumed she was the assistant screening

lacking employable skills. ‘Access to a vast array of information

the candidate prior to the interview with a male manager. But

should not be mistaken for ability to do the job. Candidates

things are changing. ‘Now it is just about you, how far you

need to be able to apply their knowledge,’ she says.

want to go, how aggressively you want to pursue your career

Her advice to young finance professionals today is to

and what sacrifices you are willing to make.’

AB

broaden their abilities. As well as excelling in their core
technical area, they should constantly upgrade the skills

Raghavendra Verma, journalist
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The view from

29%

Anthony Larkin FCCA, compliance and risk manager
for crop protection, BASF, Germany, and rugby fan

of board positions globally are held
by women in companies with a female

Accountancy wasn’t my

The business model for

first choice of career. After

professional accountants in

graduating, I worked in

Germany is very different

companies with a male

sales, then joined BASF

from other countries. Here,

CEO, according to a

Ireland and ran the

outside of public practice –

agricultural division. My next

certified auditors – there is

move was to BASF corporate

no professional accounting

HQ in Germany, working in

body, and the ACCA

CEO, compared to 15% in

study of 64 countries.
Source: Deloitte

strategic marketing, before moving to

Qualification is therefore not widely

Right to vote sought

the central European region working on

known. However, the qualification has

A large institutional investor is asking the

distributor strategy. This was followed by

given me the ability to understand the

US Securities and Exchange Commission

managing our crop protection business

challenges and requirements of my role,

(SEC) to block the issuing of non-voting

in Switzerland. Finally, I moved to the

enabling me to support my colleagues.

shares. State Street has told the SEC

accounting division, which gave me

that the issuing of equity without a say

the impetus to gain an accountancy

I obtain my CPD from ACCA webinars

in the running of a company gives too

qualification. I decided on the ACCA

and AB magazine and through my

much power to founders and too little

Qualification, based not only on its

membership of AGiG (Accountants

to investors. Facebook and Alphabet

international reputation but also for the

Group in Germany). AGiG’s seminars

(formerly Google) have been key issuers

audit and compliance section of the

provide an opportunity to network with

of non-voting shares. Rakhi Kumar, head

study programme.

other accountants and to hear notable

of corporate governance at State Street

speakers such as Mervyn King, author of

Global Advisors, told the Financial Times:

Compliance and risk management is an

the King report on corporate governance

‘When we don’t have the mechanism to

integral part of my role. These actions

in South Africa.

elect or vote for directors, we don’t have

have an impact on the success of our

a voice or the ability to influence.’

company, so it is important to develop

Working as part of a team you

a culture promoting business ethics and

encounter both great achievements

Board gender gap grows

legal compliance. Compliant behaviour

and moments when things could

There has been a fall in the percentage

is everybody’s responsibility.

have gone better. However, your

of women taking positions on the boards

achievement is tied up with the success

of Fortune 500 companies, Heidrick

of the team. I would say two of my best

& Struggles’ latest Board Monitor,

accomplishments have been integrating

Board diversity at an impasse?, reveals.

into a different culture and language,

Women were appointed to 27.8% of new

allowing me to live successfully in

independent director positions last year,

Germany, and obtaining my ACCA

a fall of 2% from 2015. ‘This new data

Qualification while living here.

indicates that gender parity among an

One of my greatest
accomplishments
has been
integrating into a
different culture
and language

incoming class of directors will not be
My family and I have settled in south-

achieved until 2032, six years later than

west Germany where I enjoy biking and

the firm’s previous extrapolation,’ says

hiking in the Black Forest. The home of

the talent advisory company. However,

German rugby is in nearby Heidelberg,

women comprised 40% of new board

so watching rugby on cold winter days is

positions in the tech sector last year.

a great pleasure.
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Unmeasurable?
On one side the enthusiasts of the marketing department, on the other the sceptical
accountant. Neil Bendle considers the knotty problem of brand valuation
According to Forbes magazine, the

often abused. Valuable customers

value of the Apple brand is US$154bn,

are alienated by annoying trick fees.

Measuring marketing

a figure that is considerably more than

Businesses suffer economic losses as

the sum of the worldwide revenues

profitable customers vow never to use

*

of the Big Four accountancy firms

them again, while financial reports show

combined. Yet the Apple brand,

short-term profits as the fees trickle in.

despite propelling the company to

As a marketing professor and an

Remember that marketing assets
exist and drive the success of many
businesses.

*

Management accounts can record
any assets that managers choose.

the top of the list of the world’s most

accountant I see both sides of the

Help marketers create reports to

valuable companies, makes little

problem. I emphasise to marketers that

manage their marketing assets.

impression on its financial statements.

accountants aren’t refusing to value

Many marketers would like to change

marketing assets out of spite. Concerns

*

Acknowledge problems inherent
in financial accounting’s current

this, and other similar examples, but

over the accuracy of marketing asset

approach (even if you think it’s the

accountants are unpersuaded by the

valuations are genuine. Brand valuation

least bad option).

need for change. Brands undoubtedly

has spawned a host of consultancies,

have value – the latest annual report for

but disparate methodologies among

multinational brewer Molson Coors, for

these organisations mean there is

to understand their strengths and

example, mentions brands 317 times,

no widespread agreement as to the

weaknesses.

and what would Unilever be without its

value of a brand. Indeed, marketers

well-known brands? But it is one thing to

themselves sometimes despair of

recognise the importance of brands and

accurately valuing marketing assets.

quite another to value them accurately.

Marketing’s complaint undoubtedly

*
*

Don’t assume marketing is a soft
skill. Analyse marketing metrics

Encourage marketers to use
measures consistently. If you don’t
believe marketers’ reports, help to
improve them.

has some validity. The best defence

Marketing’s complaint

of the current approach of treating

It’s not just in the treatment of brands

marketing investments as expenses

There are other inconsistencies,

that marketers feel shortchanged by

can probably best be expressed in

too. When companies are acquired,

financial accounting. The assets that

a repurposing of Winston Churchill’s

they may put purchased brands on

marketers generate and deploy typically

assessment of democracy: the way

the balance sheet. Kellogg Company,

aren’t reported in financial statements.

that marketing assets are treated is the

for example, reports the values of its

Marketers often invest in developing

worst possible approach – apart from

Keebler green-jacketed elf mascots

relationships with customers – banks,

the alternatives.

and its moustachioed Pringles man

for example, shower students with gifts,

(both purchased brands), but not the

expecting a long-term payoff – yet

difference between market and book

internally generated brand associated

financial accounting typically treats such

value suggests that more of what makes

with Frosties mascot Tony the Tiger.

investments as an expense. How should

a business valuable is being missed

the bank’s relationship with students

by financial reporting. Respected

as ratio analysis systemically biased,

be valued?

academics, such as Baruch Lev at New

depending on whether assets were

York University, argue that financial

acquired or generated internally. This

as expenses discourages long-term

statements are increasingly irrelevant –

in turn leads to the ‘moribund effect’:

marketing strategies, rewarding instead

read his book (co-written with Feng Gu)

purchased brands live on the balance

the short-term gimmicks that give

The End of Accounting and the Path

sheet at historic costs. Yet it isn’t clear

marketers a bad name. Furthermore,

Forward for Investors and Managers for

what useful information a brand’s value

unrecorded marketing assets are

the complete critique.

conveys when it was acquired years ago.

Treating marketing investments

18
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This makes analytical techniques such
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get involved with the Marketing
Accountability Standards Board (MASB),
an organisation that brings together
major companies, business schools
and professional bodies to improve
the measurement of marketing and
to help marketers work effectively
with finance professionals. Measurement
is possible, as I explain in my book (cowritten with Paul Farris, Phillip Pfeifer
and David Reibstein) Marketing Metrics:
The Manager’s Guide to Measuring
Marketing Performance.
Accountants can benefit from
understanding the value that marketing
creates. Although measuring marketing
is difficult, accountants should be
aware that there are numerous metrics
– and technology is making it easier.
Marketing isn’t all creative genius and
three-Martini lunches.
Marketers for their part often miss
the difference between internal and
external reporting. They often don’t
realise that marketing assets can already
be reported internally. Accountants abet
this misunderstanding: why frighten
marketers by mentioning GAAP when
discussing internal reporting, given that
external reporting rules shouldn’t drive
internal reporting anyhow?
Some of marketing’s complaints can
be assuaged through better internal
reporting. Management accounting
serves management needs, so tell your
chief marketing officer that marketing
assets can be formally tracked internally.
Improved internal reporting methods
may even create greater confidence
Apple’s brand is valued at US$154bn,
but the company’s balance sheet
largely ignores it

around the valuation of marketing assets
for external reporting.
Both marketing and accounting are
critical to business success. By working

Getting closer

we can take steps today to ensure that

together we can do better – to the

Accounting for marketing assets, indeed

marketing and accounting work better

benefit of everyone.

most intangibles, is a challenging

together (see box).

exercise. As a profession, however, we

We can start by educating marketers

AB

Neil Bendle FCCA, associate professor

can work together to make progress in

and accountants about the problems

of marketing, Ivey Business School,

financial accounting, and as individuals

each side faces. Marketers can

Western University, Canada
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Cut to fit
The EBA/ESMA guidelines on board effectiveness are due to be published
imminently, but concerns remain that they are too detailed to fit all sizes of company
The assessment of whether boards

‘We do not think this is a positive

are effective or if members should be

trend,’ says Schwizer. ‘We see corporate

Board renewal

replaced is never straightforward. Draft

governance as a mechanism that must

Regardless of EU-wide guidelines such

guidance on this for the European

fit the individual company. One size

as those of the European Central Bank,

financial services sector has been hotly

does not fit all.’

board renewal procedures differ from

debated, with critics voicing concern

Jo Iwasaki, ACCA’s head of corporate

that it is too detailed to work across

governance, sympathises with ecoDa,

the spectrum of financial institutions.

pointing out that corporate governance

one member state to another and
across sectors.
In most countries, the board itself

policymakers always have to keep

decides a particular member has finished

Directors’ Associations (ecoDa) is one of

in mind that while advice must be

their term. In some, the board would

the bodies that have raised significant

practical, the more detail you go into,

then propose a list of candidates to the

concerns over guidelines on board

the less relevant it could become for

shareholders – this is the case in the UK,

assessment for financial services entities

the institutions to which it is intended

US and Nordic countries; but in others

issued jointly by the European Banking

to apply. ‘What works in institution A

– Italy, for example – the shareholders

Authority (EBA) and the European

might not work in institution B,’ Iwasaki

propose the list of replacements (although

Securities and Markets Authority

says. ‘Any document should strike the

in Italy the board can also propose a

(ESMA), and due to take effect in the

right balance.’

different list to the shareholders). In most

The European Confederation of

European Union around now.

EcoDa also warns that in practice

countries, regular board assessments

assessments can become a box-ticking

occur after appointment and then every

and chair of the Italian directors’

exercise. Schwizer notes that banks

time the mandate comes up for renewal

organisation Nedcommunity, says that

appear compliant because they have to

– that is, every three years or so. The UK

regulations are becoming increasingly

adhere to very specific rules, ‘but if you

corporate governance code requires the

detailed, especially on corporate

go beyond the paper you don’t always

annual report to disclose conditions for a

governance requirements for boards,

see substance’.

board appointment.

Paola Schwizer, ecoDa board member

and while some might think that this is a
good thing, she is not so sure.

Another of ecoDa’s concerns is that
the ESMA-EBA guidelines on board
assessment set out a long list of what
Schwizer calls desirable ‘soft skills’ –
such as authenticity and strategic
acumen. ‘The question is, how

Schwizer. ‘Financial institutions might be
forced to bring in external consultants,
which would mean higher costs.’
Boards should concentrate instead on

could a board by itself take

effectiveness, she says. When boards

responsibility for assessing

have to carry out an annual ‘fit and

individual members on

proper’ appraisal, they need to look

those soft skills?’ says

at compliance with best practice in
corporate governance, assessing both
quantitative factors, such as gender
balance, and qualitative questions, such
as independence from the executive.

AB

Sarah Lewis, journalist in Brussels
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The view from

us$224tn

Pavel Lashchenko FCCA, EY country managing partner
for Belarus, Minsk, and robot champion

The size of the gap in the world’s six
largest pension systems – the US, UK,
Japan, Netherlands, Canada

When I left school I had

After two years at Deloitte,

and Australia – expected

no plans to become an

in 2000 I started work with

by 2050. This rises to

accountant. I was more

EY as head of its newly

US$400 trillion if you

interested in science and

opened office in Minsk.

include China and India.

studied nuclear physics

Now EY is one of the leading

Source: World

at the Belarusian State

professional services firms

Economic Forum

University. But I realised

in Belarus, with more than

I wanted to explore

300 employees. Our clients

international job opportunities, especially

are primarily financial institutions and

KPMG settles allegation

after the USSR collapsed in 1991. I

private companies. The marketplace is

KPMG has settled a US Department of

started self-studying English when I was

challenging, but I have a talented team.

Labor allegation of hiring discrimination.

20, waking at 4am to listen to Voice of
America language lessons on the radio.

The department’s Office of Federal
In Belarus, there is a limited number of

Contract Compliance Programs’

clients for the Big Four. In 2010, when I

investigation found that the firm

In 1994, I took a job at Priorbank

became a managing partner, I knew that

discriminated against 60 Asian

and became fascinated by the

to grow we had to try something new.

applicants for associate audit positions

world of business. I decided to

So we opened an outsourcing delivery

at an office in New Jersey, in breach

return to university to study finance

centre in Minsk – other EY offices

of an executive order prohibiting

by correspondence. A half-year

became my new clients.

employment discrimination based on

secondment in London helped to

race, colour or national origin. KPMG

broaden my horizons and, after four

Robots are taking the place of people.

does not acknowledge any liability, but

years in banking, I realised I wanted a

We shouldn’t resist robotic process

will pay $420,000 in back pay, interest

tangible profession that would be in

automation, but actively use it. This

and benefits to the unsuccessful

demand worldwide. I read a BPP ACCA

year we have started to develop

applicants, and provide associate audit

study book on basic bookkeeping – it

robots to help us perform simple audit

job opportunities to six of them as

was the major turning point in my

procedures and data processing.

available. KPMG did not respond to a

career. I moved to Deloitte, taking up
audit as a profession.

I started
self-studying
English when I
was 20, waking at
4am to listen to
Voice of America
language lessons
on the radio

request for comment.
I have a personal target to develop 100
new CFOs for Belarus. It’s special when

GT goes Windward

former staff become FDs.

Grant Thornton has expanded its
operations in the Caribbean by

The ACCA Qualification is widely

merging with Windward Islands firm

recognised and a great source of

Patterson & Co, formerly part of BDO.

applied knowledge. The curriculum is

Grant Thornton Windward Islands is

filled with practical cases and examples,

the member firm for the four English-

and enables faster professional progress.

speaking countries that comprise the

Accountancy is a truly international

Windward Islands – Dominica, St Lucia,

profession that opens up the world.

St Vincent and the Grenadines and
Grenada. The firm is ranked number one

In my spare time, I like collecting books

in the territory. The merger has brought

and antiques. I also enjoy time spent with

17 additional people into the firm.

my family at the home that we’ve built.
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Embrace your inner Oreo
To avoid being lost in a sea of sameness, accounting firms should think about
their offerings as if they were products on a supermarket shelf
Accounting firms exist to help other

impossible to differentiate one firm from

businesses. But in minding others’

another. This is further complicated

bottom lines, do they sometimes

by the fact that most are general

neglect their own?

practice firms and can do everything for

After nearly two decades of marketing

everyone. When you think of yourself

for accounting firms of all sizes, Katie

in that way, how are you any different

Tolin believes so. But she has ideas

than a discount department store like

on how to reverse that, disseminated

Walmart that sells everything from

though her own small business, CPA

groceries to tyres to baby cribs?’

Growth Guides, established in 2015.
What Tolin discovered through her

Walmart sells so much stuff that its
market position is to compete on price,

work is that most accounting firms aren’t

Tolin argues. And she’s seeing some

run like traditional businesses. ‘Rather,

accounting firms leaning that way, too

partners in a firm oversee its operations,

– leading her to ask: ‘Is that really the

and their hands-on business experience

market space we want to be in?’

is often limited to doing good work
serving clients and waiting for referrals,’
she explains. ‘Too many don’t

When firms have reached a mature
stage of practice – they have a good
client base, they’re making money,

grasp the role that business
operations like
marketing, business

competitors have noticed
– they may also have
reached the tipping

By reinventing
the Oreo with
new fillings like
peanut butter and
mint, Nabisco
was able to boost
revenue from its
product line

innovated. ‘That’s when you began
to see Golden Oreos and Oreos with
fillings like peanut butter, mint, lemon
and many more.’ Those new flavours
of an established favourite sparked a
new growth phase for the business.
By reinventing the Oreo, the company

development, IT,

point in terms of their

was able to update what it was doing

HR and recruiting

own growth. This is

in a way that boosted revenue from its

play in driving

the time to innovate,

product line.

a firm forward.

Tolin says, or risk

Sometimes these

going backwards.

functions are
afterthoughts and

Her favourite analogy
is the Oreo cookie.

Accounting’s equivalent is to rethink
service offerings as if they were
products on a supermarket shelf. In
other words, take an intangible, and

not instrumental

It’s basically a chocolate

parts of business

sandwich with cream

strategy. This has

in between, but at

box, label it and tie it up with a bow,’

created a sea of

the height of the

Tolin explains. ‘Give it a name that

sameness.’

product’s popularity,

you register as intellectual property.

manufacturer Nabisco

You then describe what you do as if it

Nearly all CPA
firms ‘sell’ the same
things, deliver

make it appear tangible.
‘You put your offering into a figurative

were a product, so people
can easily understand what

them in the same
way and even talk
about them in the
same language,
Tolin continued.
‘It’s become almost

22
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they are buying from you and what
they get for the dollars invested. This

Innovative ways to reach clients

helps your box stand out from your

Eight years ago, five Australian accountants seeking to ‘cut the professional mould’

competitors.’ Imagine the cereal aisle in

established startup firm BlueRock. Their venture has grown to a team of more than

a supermarket, she continues, you know

150 professionals spread across six divisions – accounting, legal, finance, digital,

what you’re going to get just by looking

general insurance and private wealth – and annual revenues of AUD$15m.

at the box.
So in the ‘tax aisle’ of a CPA business,

Dean Godfrey, COO, attributes this growth to a healthy focus on technology.
‘We’re all about finding innovative ways to help our clients become more efficient,’

there might be different ‘boxes’ for

he says. ‘Keeping a strong relationship with our clients has always been an important

contractors, manufacturers and retail

part of our philosophy and technology has helped us maintain these relationships.’

customers, for whom the same tax return

Forecasting, budgets, cashflow management and tax compliance remain the

is delivered, ‘but it’s done in unique ways

bread-and-butter work for the accounting and wealth arms of the business, but

that resonate with each individual buyer

the firm’s progressive technology strategy – including a quirky website – shows

group,’ says Tolin. ‘You’ll want to have

its determination to offer something different. ‘We’re innovative, entrepreneurial

similar aisles for accounting, audit and all

and we genuinely test and develop new ideas and solutions,’ adds Ryan Kagan,

the services you sell.’

digital director.

Tolin is based in Ohio, US, but
believes these ideas are universal.
and only work for them,’ Tolin said.

the best innovation in the world, but

in the world, it’s about understanding

‘This leads to a deeper understanding,

you still have to know how to market

where your services are in their lifecycle,

increased efficiency and a stronger

it’. Firms owe it to themselves to have

and innovating as a way to drive new

business. Slightly larger firms are

on board ‘someone who understands

revenue. However, how you market this

now trying to figure out how to

the science of marketing and can help

– including the words and tactics used

include packaging in what they do

you capitalise on that to gain more

– will vary based on region, country and

as this strategy is making its way

profitable clients,’ she says.

even culture.’

up market.’

‘No matter where you are located

She notes that more firms are

Finally, Tolin argues that ‘you can have

AB

Peta Tomlinson, journalist

beginning to adopt product
management and innovation, and
thereby creating ‘waves of change’.
‘Some larger firms here in the US

Establishing a dedicated business arm
KPMG’s establishment of a dedicated business arm to serve SMEs – a market

have appointed chief innovation officers

segment not traditionally dominant among the Big Four – is an example of an

or ensured innovation is someone’s

established firm innovating to drive new revenue streams.

job responsibility,’ Tolin said. ‘They
are beginning to push out changes
in mature offerings. Most notably,

KPMG Enterprise was formally launched as a brand in 2014. Now offered by over
90 member firms, it represents close to 40% of KPMG’s global revenue.
Clients including family businesses, startups and entrepreneurs are able to

we’re seeing how big data and the

access cutting-edge digital technology for their financial needs. Agile platforms

use of technology is changing the way

allowing for online accounting and tax services via the cloud combine with KPMG’s

audits are conducted. This change

expertise to deliver streamlined and interactive efficiency that keeps personal

will eventually make its way down to

service at its core.

smaller firms.’
Smaller firms are ‘excelling at
packaging their offerings’, she adds.
‘They are taking multiple services and

‘Globally the mid-market has been a strong focus for KPMG and the success of
our Enterprise offices around the world attests to our belief in the power of SMEs,’
says Rob Bazzani, national managing partner Enterprise, Australia.
‘The mid-market is the heartbeat of a nation. It is in the small-to-medium

bundling them together and selling

sector that we often see the greatest innovation and growth, and we have found

them as a single service.’

that our clients respond very positively to developments in technology and new

Some are only selling these bundled
services to specific markets. ‘They

processes that will assist in driving change and making their organisations even
more profitable.’

identified who they are targeting
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Hesitation at halfway
Donald Trump’s election was expected by some to unleash a flood of investment and
growth in the US this year, but CFOs are not so sure. Ramona Dzinkowski reports
As to how CFOs will respond to

In its June CFO Global Business
Outlook, Duke University paints a

the business climate in the US and

picture of uncertainty, caution and

elsewhere, the most common strategy

ultimately confusion among finance

is to ‘stay the course’ – no sudden

leaders. Of the 750 CFOs worldwide

movements, and the maintenance of

who completed the survey, 40%

strategies put in place at the outset of

indicated that uncertainty is currently

the year. To this end, it will be essential

higher than normal, and of those

for CFOs to focus on core business

who feel less sure about the business

strengths, along with understanding

climate in 2017 than they did in 2016,

the aspects of the business within

60% will not be pushing investments

their control – namely, spending and

through as planned.

investment/cost reduction. Agility will

According to John Graham, professor

become more important, supported

of finance at Duke’s Fuqua School of

by an intensified focus on risk, scenario

Business and the director of the survey,

analysis and hedging. Also, particularly

one in four companies can be expected

in the US, cash is king once again, and

to delay or cancel investment plans.

staying liquid the order of the day.

‘That’s enough to significantly dampen

Managing tax complexity will be

growth,’ he points out.

inspiring many CFOs to re-evaluate the

For those US companies taking a

role of the tax function and tax planning

wait-and-see approach, 27.6% said

across the board. In the next 12 months,

that president Trump’s direction on the

new challenges around compliance,

North American Free Trade Agreement

process and data requirements will force

(NAFTA) is the main issue. It is followed

many CFOs to overhaul the tax function

by uncertainty around the corporation

while evaluating the role of big data and

tax rate for C-corporations (most

artificial intelligence in tax planning.

publicly listed companies), the income

System improvements will be made to

tax rate for pass-through businesses

ensure a seamless flow of information

(those whose income and losses feature

between business units, functions and

on their shareholders’ tax returns), and

managers, and CFOs will be looking

the proposed border adjustment tax for

to adopt best practices in integration,

imports into the US.

automation and internal control to help

Not surprisingly, US manufacturing

reduce tax risk and integrate the tax

and retail/wholesale CFOs are the
most worried about changes to
NAFTA, the border adjustment tax
and tariffs that would see input prices
rise. By comparison, European CFOs
postponing near-term investment plans
are more concerned about growth
prospects in the region (39.2%) and
changing regulatory policy (35.4%).
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function across the company. Stay tuned

Particularly in the
US, cash is king
once again, and
staying liquid the
order of the day

for an upcoming feature in Accounting
and Business on what CFOs need to
know about transforming their tax
function in an uncertain environment.

AB

Ramona Dzinkowski is a Canadian
economist and editor-in-chief of the
Sustainable Accounting Review
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Hidden treasure
Managing the shadow economy requires action at all levels, including embracing it as
a possible source of innovation and growth, says ACCA president Brian McEnery
A recent ACCA report has drawn
attention to the shadow economy –
that is, goods and services paid for in
cash and deliberately concealed from
public authorities (in particular, the
taxman). The report estimates that by
2025 the shadow economy will account
for an average of 21% of global GDP, a
fall from the 23% of 2011 (see page 36).
A remarkably large proportion of
economic activity remains concealed,
and that brings with it a number of
practical and ethical issues. It falls to us
as professional accountants to observe,
report and manage those issues.
While governments end up with a
smaller tax take, at the coalface of the
untaxed and unlawful economy, workers
are at risk from unregulated conditions.
But it is also true that some evolving
businesses and business models find the
traditional economy not fit for purpose,
and are consequently forced into the
shadows: the sharing economy is one
that springs to mind.
There is a very interesting role for
professional accountants to play here.

While the shadow economy presents a

In an ideal world, we would be dealing

minefield of risk – not least reputational

insights team shining some light on

only with customers and clients who

– it offers opportunities for accountants

the shadows with this paper. The more

operate entirely within the limits of the

to help clients in transitioning from

we open up the discussion, the more

legally defined economy. In practice,

informal to formal status.

we can be aware of the status quo and

though, the situation is often not so

Some of the ways that we can start

It is fantastic to see our professional

its risks and nuances – and move on

black and white, and part of our role is

to deal with the shadow economies

to monitor developments in business,

around the world include developing

business models, rules and regulations,

robust country-specific guidance and

Brian McEnery is a partner specialising

and help to shape the developments

procedures, developing mechanisms

in corporate restructuring and

that ensure businesses are sufficiently

for handling the interface between

healthcare consulting at BDO in Ireland

well informed and motivated to operate

businesses in the formal and shadow

within these constraints.

economies, working together with

The report, which covers 28 countries

policymakers and labour market

all over the world, has some useful

experts, and developing education

recommendations for accountants.

offerings and ideas on the topic.

towards solutions.

AB

Holistic view
ACCA has published its latest
integrated report. You can read it at
annualreport.accaglobal.com
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Frontiers in education
With soaring out-of-school rates for all age groups, touchscreen digital technology
can help engender a desire for learning among Africa’s youth, says Alnoor Amlani
The governments of Botswana, South

UNESCO estimates that the world
will need 3.2 million more teachers

Africa and other countries have been

by 2030 in order to meet the demand

implementing similar projects and there

for education using the traditional

have been good results. But in some

model that most readers of Accounting

isolated cases computer tablets have

and Business will have been through.

been stolen and programmes had to be

However, the classroom-teacher model

suspended until measures were put in

is changing fast.

place to monitor the equipment online.

According to UNESCO’s policy paper

In 2014, the X Prize Foundation –

32: Reducing global poverty through

which offers cash prizes to innovators

universal primary and secondary

who try to solve some of the world’s

education, sub-Saharan Africa has the

major problems, such as cleaning

highest out-of-school rates for all age

up the ocean, bringing affordable

groups. Of the 61 million out-of-school

healthcare to all and providing clean,

children on the continent, more than

drinkable water everywhere – created

half live in sub-Saharan Africa. Sub-

the Global Learning Prize. It offered

Saharan Africa also has the highest rate

US$15m to develop open source

of exclusion, with 21% of all children

scalable software solutions to enable

denied the right to education.

children in developing countries to

With all the critical problems that

teach themselves basic reading, writing

African people face in their daily lives,

and arithmetic within an 18-month

such as poor health and poverty,

competition field-testing period.

education is often neglected, even

The five finalists, who will each receive

though people are aware that it offers

US$1m, will be announced this month.

the greatest hope for the future. This

Field testing will start immediately and

is why access to education has always

run for about a year, during which time

been a challenge in Africa. But there is

the foundation will decide the winner of

an innovative approach emerging that

a US$10m grand prize.

may solve the problem.

The touchscreen digital environment

In partnership with Vodafone, the

is particularly suited to providing

United Nations High Commissioner for

education to children with its intuitive

Refugees (UNHCR) has been working

interface, quick visual and auditory

in Kenya’s Dadaab refugee camp since

feedback, and ability to run tests

2014, implementing a project called
Instant Network Schools, which provides
schools and community centres with
computer tablets, as well as supporting
mobile network access, solar-charging
equipment and a suite of learning
programs. The initiative has spurred
a real interest in learning among the

Education is often
neglected, even
though people are
aware that it offers
the greatest hope
for the future

children involved.
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and accurately measure learning
continuously. Who knows, if the Global
Learning Prize succeeds, we may have a
new generation of entirely self-educated
ACCA members in Africa who have
never even been in a classroom.

AB

Alnoor Amlani FCCA is an independent
consultant based in East Africa
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Prepare yourself
With only months to go, the heat is on to become compliant with MiFID II, a major
regulatory overhaul that will affect any investment firm doing business in the EU

T

(MiFID) and the accompanying Markets in Financial

MiFID II and MiFIR: the aims

Instruments Regulation (MiFIR) come into effect

*

Bring greater transparency to pre- and post-trade activities

a long time coming. They spring from the aim of the G20

*

Move more trading to regulated venues, particularly

*
*

Impose greater controls on trading in derivatives

*
*
*
*

Improve protection for retail investors

he Markets in Financial Instruments Directive

in the European Union on 3 January 2018. They’ve been
to regulate financial markets more rigorously. The first
iteration, MiFID I, which was largely targeted at equities,
was implemented in 2004. MiFID II aims to make financial
markets more efficient and resilient, and to increase their
integrity. It was also conceived as a measure to level the
playing field in financial instruments across the EU.
Make no mistake, the new reforms are a major piece of
regulation. ‘Any EU investment firm or third-country firm
doing business in the EU will be affected by MiFID II,’ says

for both equities and non-equities
derivatives and bonds
Make access to capital easier for small and medium-sized
enterprises
Regulate high-frequency trading
Provide for equal access to trading and post-trade services
Strengthen regulation across the EU and cooperation
between national regulators.

Claire Wallace, a senior manager in PwC’s asset management
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regulation practice. ‘It is the over-arching EU regulation that
governs the way in which investment firms are authorised
and run. Every aspect of an investment firm’s business – from
authorisation, product creation, selling, trading and execution
– will be caught by MiFID II.’

Data challenges
Described more emotively by others as ‘the regulation from
hell’, MiFID II is consuming vast amounts of resources in its
implementation, both human and financial. This is because
the principal challenges are largely around data – accessing it,
applying it, storing it, retrieving it and reporting it, all of which
demands technology and staff that are up to the task.
For example, market transparency is a major plank in
the MiFID II structure. In order to achieve that in a financial
instrument, a large number of quoted and actual trade prices
need to be accessed, compared and analysed. This can be
relatively easily done where instruments are traded on a
recognised exchange, but data collection and reporting are
more difficult when it comes to off-exchange trades between
individual counterparties.
Best execution, another major MiFID II principle, is similarly

CPD

data demanding. A fund, a bank or an asset manager must
be able to prove that the best price possible in the market
has been achieved at the instant of its trade in any financial
instrument, say an equity, bond or
derivative transaction. To do so, the

‘Unsurprisingly, a
cottage industry of
service providers has
sprung up to offer
solutions around
MiFID II. Many offer
a single solution to a
particular regulatory
challenge’

organisation, or its service provider,
has to be able to access all available
data, analyse and report it as and
when required. Such a process,
though producing a fairer result for
buy-side clients, requires huge data
resources to achieve.
‘Unsurprisingly,’ writes Nick Bayley,
managing director of regulatory
consulting at corporate advisory
firm Duff & Phelps, ‘a cottage
industry of service providers has
sprung up to offer solutions around
MiFID II – in particular, a plethora of

technology providers claim they can help firms handle the new
requirements. Some of these are well-established names that
have identified MiFID II as an opportunity to extend the scope
of their existing services to meet clients’ needs, while many
are niche providers offering a single solution to a particular
regulatory challenge.’
If consultants, market experts and compliance firms are
MiFID II winners, so are the data providers. Bloomberg,

28
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Thomson Reuters, SIX Financial and others that derive,
handle, collate and recycle data see MiFID II as a major
business opportunity. The requirement for their clients to
access such data and use it in their reporting to their local
regulatory authorities is mandatory, and therefore a one-way
bet for the big data houses. There is a race to gain market
share, and the chances are that the biggest fish in the
MiFID II sea will be the biggest winners.

Problems for small firms
The Financial Times recently examined the MiFID II
compliance issues for wealth management firms. Many such
firms are small, do not have bottomless IT budgets, are
tackling a regulation that lacks clarity, and are under pressure
to provide transparency on their fees and charges, as well as
their relationships with analysts and research providers. As
the clock ticks down towards January, the consequences of
Brexit are also looming for them. They do not know whether
or how their business with EU-based clients will be affected if
the UK is cut adrift from the single market in financial services.
The same can be said of brokers, fund managers, advisers

Brexit muddies the waters
MiFID II legislation is one of the most significant updates ever

upbeat argument is that agile firms that are quick to react and

to be applied to European financial sector regulations. In

adjust to new regulation, and prepared to adapt their business

June, with only six months to go before the directive would

model, will come out on top. But for small firms this may be

be coming into force across the EU, the Oxford-based voice

easier said than done. It will be surprising if some do not leave

security services provider Aeriandi released the results of

the market or choose to spread the costs and the risks of

a survey of IT managers and decision-makers, and risk and

MiFID II compliance by joining forces with others. Wide-scale

compliance managers, within UK financial services. The survey

consolidation looks inevitable.

showed that there was still much confusion about the likely

In the end, the million-euro question is, will MiFID II achieve

impact of Brexit on MiFID II compliance. Understanding of

its objectives? Will this sweeping restructuring be worth it?

MiFID II was patchy at best, leaving many large enterprises

Ben Pott, group head of government affairs at Nex, the

potentially open to fines for non-compliance. Key findings

electronic markets and post-trade business (formerly ICAP),

from the Aeriandi survey include:

is taking the long view. ‘Over time we will see if MiFID II will

*

achieve its objectives,’ he says. ‘People tend to overestimate

25% believed that leaving the EU would mean their
organisation would be exempt from MiFID II compliance.

change in the short term and underestimate it in the long

Of this group, 70% worked in large enterprises with more

term. That will certainly be true with MiFID II.

than 100,000 employees.

‘On day one there will be a lot of data out there but people
won’t necessarily be able to make sense of it. Over time, as
they are able to draw together data from different sources,
and regulators have more data to calibrate the transparency

*

14% had no idea how Brexit would affect their requirement

*

Almost a quarter of those surveyed (22%) said that,

regime, that’s when we’ll see some benefits coming out of this.
I don’t think that will be the case in the first six months.’

AB

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

for compliance.
although they felt they understood MiFID II legislation,
they were not sure how it applied to their organisation.

*

More than a quarter (29%) said that their firms did not
yet have the necessary technology or infrastructure for
compliance with the directive.

Richard Willsher, journalist
More information

*

Only 10% were currently communicating with industry
partners and suppliers about their preparations for
compliance with MiFID II.
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The terminators
The decommissioning of nuclear plants and offshore oil and gas platforms involves
accounting for an unpredictable and hazardous cocktail of long-term risks

E

nergy companies must manage huge uncertainties

Inexact science

in the course of their activities. Among other things,

Jamie Drummond, a PwC director for assurance, warns:

they have to make provision for decommissioning

‘A significant uncertainty is the scope of the work itself,

costs on major assets such as power stations (nuclear and

particularly with old oil and gas platforms. For many

conventional) and oil and gas rigs that may operate for 20,

companies, getting precise and complete information about

30 or perhaps even 50 years into the future.

the original construction is a challenge. Many installations

Decommissioning costs are themselves subject to a range of

date back to the 1970s and 1980s, since which time they may

different variables, including the cost of equipment and labour,

have been subject to M&A activities, personnel changes and

changes in environmental regulations and the future impact

ongoing redevelopment, so the inventory of what needs to be

of climate change. There is also doubt over assets’ likely

taken out on abandonment is not always clear.

end-of-life date, which will change according to technological
developments and future wholesale energy prices.
Jimmy Daboo, a KPMG energy audit partner, explains:

‘The relevant legal and regulatory frameworks can change
over time too, often in response to environmental concerns,
affecting what may or may not be left on the sea bed at

‘There are multiple variations, which can produce different

the end of the field’s production life. Some exploration and

outcomes. When you start to provision you are potentially

production companies have their own standards, which may

decades before decommissioning actually happens.

be in excess of the legal obligations.’

Accounting people are in the business of making estimates all
the time. Usually these are for a shorter-term period and with

Current efficiencies only

fewer variables.

Under the accounting standards, decommissioning has to

‘Essentially it is a matter of engineering. Then it is a matter

take account of risk – weather, unexpected complications, the

of costing those engineering outcomes. Next you take

discovery of environmental issues, etc. But calculations that

into account the time value of money. Then you factor in

assume improved technology in the future are not allowed.

something which takes into account the risk.’

‘You can only provision for proven technology,’ Drummond

In other words, the provisions are calculated according to

says. ‘However, it may be possible to assume efficiencies – for

what the cost would be today, plus 20% or so as contingency

example, where there are cost benefits from decommissioning

to cover the risk of things going wrong, with the total

a wider area of connected facilities at the same time rather

discounted to reflect the future value of money.

than costing the work at an individual asset level in isolation.’

Shutdowns by numbers
Hundreds of nuclear reactors and offshore oil and gas
platforms are either time-expired or soon will be

Expected rise in annual spend on
offshore decommissioning projects

440%

Retired from operation to date

110 commercial nuclear power reactors
48 experimental/prototype reactors
250 research reactors

30

Due to be disposed of in the
next five years

from US$2.4bn
in 2015 to
US$13bn in 2040

600 offshore oil and gas
projects
Sources: World Nuclear Association and IHS Markit’s Offshore Decommissioning Study Report
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‘For many
companies,
getting precise
and complete
information
about the original
construction is
a challenge’

Another complication is working out the likely date

life operators take on the responsibility for decommissioning.

when production will cease. This will vary according to any

In other instances, an energy company will pay a specialist

improvements in extraction technologies and also wholesale

decommissioning company to take over the liability.

energy prices as the end of life nears. ‘The date has to be reassessed every year,’ says Drummond.
Kevin Weston is an EY assurance partner and an energy

Shared responsibility
In M&A negotiations, some sellers have had to underwrite

market lead for the firm. He says his clients are constantly

decommissioning costs or retain the liability. Oil and gas

working on updating costs and improving efficiencies.

extraction facilities are often owned by joint ventures, with all

With some rigs and platforms built in the 1970s now being

partners jointly responsible for decommissioning. Each partner

decommissioned, provisions can increasingly be based on

must continually monitor its partners’ financial capacity to

experience. ‘This gives them a data point,’ he explains.

meet their decommissioning liabilities.

Economies of efficiency and learning

decommissioning. Mairi Massey, a PwC tax director, explains:

Experience of decommissioning generates economies of

‘You don’t get any tax relief from the provisions, only when

efficiency and learning, as many rigs and wells are similar in

paying the actual costs incurred.’ Until then, an element of the

terms of design and location. Weston says: ‘Companies are

expected costs can be accounted for as a deferred tax asset.

looking at technology – for example, drones that survey the rig

But the value of the potential tax relief is based on tax rates

– and using analytic and robotic processes.’

applicable during the life of the asset – a complex calculation

Corporations also have to do tax planning for the

Operators in Europe’s North Sea have been dealing with
an additional challenge over the past year. ‘Costs have been

given that these rates may have changed several times.
Decommissioning arrangements vary according to location.

in pound sterling, but they report in US dollars,’ explains

In some African and Asian countries, operators pay an annual

Weston. The fall in the value of the pound affects dollar-based

charge, with the government taking over responsibility for

provisioning estimates.

execution. The end result is similar, whether states provide

Risk is one of the big concerns, with the possibility of

tax relief to assist with costs or take direct responsibility for

many things going wrong during decommissioning. In some

the decommissioning. Daboo says: ‘One way or another, the

instances energy majors have offloaded assets near their end

government underwrites the process.’

AB

of life to smaller energy companies that specialise in operating
assets at lower volumes over a longer period. Those end-of-

Paul Gosling, journalist
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Fight the good fight
A new study by the International Federation of Accountants confirms the vital role
that professional accountants must play in tackling corruption across the globe

32
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A

ccountants were meant to be numbers people,

increased over the last three years, despite government efforts

not detectives. And yet a new study from the

to stamp it out.

International Federation of Accountants (IFAC) shows

The role of accountants in combating fraud is not a new

that the profession is playing a major role in detecting and

phenomenon. Choudhury says that more than a century

reducing corruption. The Organisation of Economic Co-

ago, the judge in a fraud case in England, in exonerating

operation and Development (OECD) estimates that corruption

an accountant of involvement, ruled that an accountant is a

accounts for 5% of world GDP, and Fayez Choudhury, IFAC

watchdog, not a bloodhound. ‘So the role of the accountant is

CEO, calls it ‘an economic cancer that disproportionately

not primarily to detect fraud; it’s to ensure that there are good

impacts those least able to absorb its malignancy’. The study,

systems of control, which reduce the prospects of fraud, but

he says, shows that the accountancy profession – acting in the

there can be no guarantees,’ Choudhury says.
What’s changed is that society has more awareness of,

public interest – is an important part of the cure.
‘It confirms that the profession is a crucial part of strong

and less tolerance for, corruption. This is due partly to an

national governance architectures that confront corruption, in

increasing distrust of governments and large corporates, but

partnership with good government and strong businesses,’

also the sheer scale of fraud in the modern world.

he says. ‘And, vitally, the study shows professional ethics,
education and oversight – at the core of the global

More concerted action

accountancy profession – are key to our positive impact in

‘The World Economic Forum estimates the global cost of

tackling corruption.’

corruption to be US$2.6 trillion annually,’ Choudhury says. The

Choudhury believes that the study, called The Accountancy

African Union puts the figure at 25% for African states, and the

Profession – Playing a Positive Role in Tackling Corruption,

OECD estimates that 5% to 10% of the annual budget of the

conducted by the Centre for Economics and Business Research,

US Medicare and Medicaid healthcare programmes is wasted

is the first to draw a link between the number of accountants

as a result of corruption. ‘Those are the kind of numbers that

in the workforce and better outcomes in Transparency

capture the public imagination and are on policymakers’ radar.

International’s global Corruption Perceptions Index.

This awareness has driven more concerted action than there
has been in the past.’

Stronger governance structures

The IFAC study sees part of the solution as being the

The study examined the profession’s impact in nations with

greater global adoption of high-quality international standards

stronger governance structures and found the correlation

on financial reporting, auditing and ethics in both private

significantly greater in G20 countries and member nations

and public sectors. But it also highlights how professional

of the Financial Action Task Force, the international anti-

accountants can contribute positive action both individually

money laundering and terrorism financing initiative. There

and collectively.

is also a strong correlation between adoption of the global

‘The study identifies that a strong, active and engaged

accountancy profession’s ethical, education, and investigation

accountancy profession does operate in a national context

and discipline requirements, and more favourable scores on

where corruption is reduced,’ Choudhury says. ‘To me, that
demonstrates the relevance and

international measures of corruption.

importance of the profession in the

The IFAC report coincides

broader context of social good.’

with the release of Transparency

Therefore, as a career choice,

International’s latest region-specific

he adds, accountancy should be

Global Corruption Barometer.

attractive to young people, who

This year’s edition looks at the
responses of nearly 22,000 people
in 16 countries and territories in
Asia Pacific (previous editions
cover other regions). It found that
just over one in four of the people
surveyed have paid a bribe to access
public services. In China, nearly
three-quarters of respondents said
that they thought corruption had

‘Accountants need
to be constantly
reminded that
ethical behaviour
is at the core of
our profession’

research suggests are increasingly
looking to enter professions that
they believe allow them to serve the
greater good. However, in a world
where the business environment
and regulation become ever more
complex, accountants need to
equip themselves to adapt to
these changes.
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How accountants can fight corruption

*

highlighted an increasingly complex and interconnected world
that requires strong collaboration and commitment from the

Where governance architectures are stronger, the role

private, public and regulatory communities to fight bribery

played by professional accountants in tackling corruption

and corruption. ‘Bringing an end to the notion that “silence is

is amplified.

always safer” requires greater focus on strong governance and

*

Professional ethics, education and oversight – at the core

compliance structures, environments that are encouraging for

of the global accountancy profession – are key.

self-reporting, and protections that apply to everyone working

*

The proportion of professional accountants in practice

with any organisation or for any profession,’ she said. ‘We must

has a direct correlation between economies with more

all seek to empower individuals to do the right thing.’

favourable scores on international measures of corruption.

Ahead of the UK government’s anti-corruption summit in

*

Working together can strengthen governance and

May 2016, IFAC signed a joint statement deploring corruption

transparency, and combat corruption.

along with professional accountancy bodies and the legal

*

To support the public interest, there must be greater

fraternity in the UK. Speakers at the event included Anthony

global adoption of high-quality international standards on

Harbinson FCCA – chair of the anti-money laundering

financial reporting, auditing and ethics.

taskforce of the Consultative Committee of Accountancy
Bodies (CCAB), director of safer communities for the Northern

Source: IFAC, The Accountancy Profession – Playing a Positive
Role in Tackling Corruption

Ireland Department of Justice and former ACCA president.
‘Sharing knowledge, skills and intelligence with our fellow
professionals and with all agencies fighting for this cause is an
important step in the summit’s aims to drive out corruption.

‘At its core, accountancy is about transparency, trust,

Silos need to be broken down to tackle bribery and corruption,’

integrity and accountability,’ he says. ‘If the numbers are right,

Harbinson said, adding that experts across disciplines ‘need

consistently presented, and comparable in terms of what

to all pull together to smash criminal networks and work with

you’re trying to measure, then that is the absolute foundation

governments and NGOs to say bribery, corruption, tax evasion,

of transparency.’

money laundering and the financing of international crime and

Transparency, he adds, is not only a requirement for
detecting and preventing corruption, but also key to being

terrorism are unacceptable’.
The global accountancy profession also reiterated its call to

able to hold accountable the people who are entrusted with

action at last September’s G20 leaders’ summit on trust and

decision-making, based on the financial information presented

integrity, urging steps be taken towards stronger governance

to them. ‘Accountants need to be constantly reminded

in business and the public sector, and a cooperative,

that ethical behaviour is at the core of our profession. Most

consistent global regulatory environment.

professional development programmes stress this,’ he says.

Together, professional accountants can be a formidable
force. Choudhury notes that the IFAC report underlines

Be prepared

the positive role that they play worldwide in the fight

Choudhury also calls on accountants to prepare for the

against corruption, and their professionalism is an essential

changes that technology is bringing. ‘For accountants to

component of success. He also calls on accountants – the

serve their clients, themselves and their employers in the

financial watchdogs – to speak up about what they uncover.

financial arena, that involves technology development: how

‘Be part of the voice of public outcry,’ he urges. ‘In the fight

you collect data, how you process it, how you store it, how

against corruption, silence must never be the safer option

you use it,’ he says. ‘And if you’re an auditor, the whole

for any individual. The accountancy profession, acting in the

audit landscape is shifting. Work we once did to maintain a

public interest, has supported this fight for decades – and we

company’s accounts is now highly automated, so you have to

will continue to do so.’

AB

move up the value chain and be responsive to those changes.’
Reputable CPD curricula are designed to capture these
emerging needs, he adds.
On a broader scale, the IFAC study highlights how the
global accountancy profession is united in its commitment
to tackling corruption. At the March 2016 OECD anti-bribery
ministerial meeting, the then IFAC president Olivia Kirtley
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Peta Tomlinson, journalist
More information
Download the IFAC report at bit.ly/ifac-corr
See Transparency International’s Global Corruption
Barometer series of reports at bit.ly/ti-series
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Trust in technology
A Trust in Technology report by HSBC reveals that people are generally trusting of
day-to-day technology but nervous of innovations such as robo-advice
It takes time to build trust

76%
Feel comfortable
using new tech

A survey of the public appetite for new technology for managing their
financial affairs looked at 11 major international markets. Although most of
the 12,000 respondents were happy with new technology, it is clear that a lack
of trust and understanding is holding back the adoption of new technologies.

80%
Believe technology
makes their life easier

Uphill struggle for robot-based advice

Ignorance breeds wariness

Robo-advisers are artificial intelligence-based web services
that interrogate users to suggest their best course of action.

The chart shows how many consumers have never heard
of particular technologies, making their implementation a
challenge, as trust is based on familiarity and performance.

Those who would trust an
investment adviser robot

44%
China

38%
India

19%
Global

41% would trust a human mortgage broker

6%
14%

Digital wallets

23%

Chatbots for customer service

33%

Finance programmes over social media

41%
59%

8% would trust a mortgage adviser robot

Voice recognition

Robo-advisers using AI algorithms
Blockchain

Customers unimpressed by the technology offer
Western consumers are underwhelmed, possibly underserved, by the level of innovation on
offer, with greater experimentation with new services in Asia achieving broader satisfaction.

40%
UAE

7%

7%
UK

10%
France

US

Hong Kong

Germany

Canada

18%

16%

13%

15%
Mexico

18%

Singapore

24%
China

44%
India
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Out of the shadows
With the shadow economy amounting to 22% of world GDP, professional accountants
need to understand its potential impact on their clients’ businesses – and their own

F

rom cash transactions to unofficial employment, the

Disruptive forces

shadow economy is accepted by most of us as a fact

The world is in the grip of disruptive forces, from economic

of life. But it comes at a cost: taxes are avoided, fair

power shifts and political uncertainty to rapid technological

wages undercut, and health and safety standards ignored.

advance. This means there are many possible scenarios for

The best estimate (made in 2011) of the value of the global

how the shadow economy could develop over the coming

shadow economy is US$10 trillion – if the shadow economy

decade. It could, for example, expand in the near future as

were a nation state it would be the second-largest economy

household income is squeezed and employment opportunities

in the world, employing 1.8 billion people. As facts of life go,

are diminished by automation; on the other hand, the gradual

this is a very significant one.

elimination of cash from society will make it harder for those

Many complex forces drive the shadow economy. For many

working in the informal economy to bypass the system.

people, working in it is a case of necessity rather than choice.

Overall, says the report, the forces at play ‘suggest that the

But the world is changing, and technological development,

shadow economy will become ever more complex to monitor,

the rise of the gig economy and rapid globalisation confuse

measure and potentially control’.

CPD

an already complex issue. What will the implications be for the

The report looks in detail at the emerging agents that could

shadow economy in different countries? And what can and

affect the evolution of the shadow economy over the coming

should we be doing about it? A new report from the ACCA,

decade. Those taking part in the survey were asked to identify

Emerging from the shadows: The shadow economy to 2025,

the agents in each category (economic, business, socio-

attempts to shed light on these difficult questions.

demographic, socio-environmental, governance, and science

The report defines the shadow economy as the market-

and technology) that they thought would have the biggest

based production of and payment for legal goods and services

impact on the growth of informal activity. This revealed the

that are deliberately concealed from public authorities. It

major drivers of the shadow economy as being:

combines a detailed analysis of its drivers and its possible

*
*

future development, with expert interviews and a global survey
that help to improve understanding of why it exists.

a higher tax burden and complex tax system
increasing pressures on small business, intense market
competition and the rise of the independent worker

36

9.89
7.86
9.5
Japan

Ireland 13.59
12.78
13.84

Indonesia 16.49
16.17
16.51

India 16.55
13.6
16.35

Hong Kong 14.14
13.65
14.05

28.4
26.46
27.83
Estonia

China 10.17
9.9
10.12

Canada 14.15
13.8
14.3

Brazil 34.75
34.2
34.69

Azerbaijan 66.12
58.38
58.05

Australia

11.09
8.89
10.85

Forecast: size of shadow economies (% of GDP)
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rising unemployment, increasing poverty and limited

in 2025. But this decline will not be uniform. Some countries,

access to education and training

particularly emerging market economies, will probably see an

*
*
*

increased levels of corruption and changing social norms

increase in shadow activity as a percentage of GDP by 2025.

regulation that is detached from ordinary people’s lives

The report forecasts the likely increase/decrease in informal

increasing connectivity and adoption of digital technology,

activity (as a percentage of GDP) in 28 countries between 2011

which offers users a degree of anonymity.

and 2025 (see the table below for a selection). The average

Overall, the shadow economy is expected to decline globally

size of the shadow economy in each country today ranges

by 2025, from 23% of global GDP in 2011 to an estimated 21%

from 7.69% of GDP in the US to 66.12% in Azerbaijan.

7.69
6.94
7.59
US

UK 11.29
10.83
11.33

Period average (2011–25)

Ukraine 46.12
45.98
45.84

2025

Turkey 24.95
21.55
24.7

South Africa 23.33
24.19
23.59

Singapore 12.88
14.06
12.86

Russia 39.29
39.3
39.19

Poland 23.42
22.13
23.33

47.7
46.11
47.93
Nigeria

Pakistan 31.99
33.89
32.46

22.9
21
23.6
Malaysia

Kenya 26.79
26.72
26.89

2017
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The report highlights the difficulties that countries with a
significant shadow economy could face in the future, including

What can accountants do?

rising poverty and inequality and poor public services. ‘There

The accountant’s role in creating public value can help the

are many positives in how the world of work is evolving,’ it

profession address the problem of the shadow economy:

states, ‘but there are also risks. Given the tensions between

Monitor. Accountants can engage in direct and indirect

the opportunities and risks, could the future of the shadow

observation of shadow economy activity.

economy lie in its acceptance as a business fact of life, in

Influence. They can work with policymakers to help them

effect decriminalising and legitimising those who, for whatever

understand the complexities of the problem and to develop

reason, work in the shadow?’

robust policies and regulation.
Mediate. They can help bring businesses from the shadows

The role of professional accountants

into the formal economy, and help them manage their affairs.

The report argues that accountants need to have a firm grasp

Automate. They can find ways to use technology to measure

of the potential impact of the shadow economy on their own

the shadow economy – eg distributed ledgers (blockchain)

and their clients’ businesses. ‘They can help those who wish

make it difficult for a single rogue entity to disrupt the system.

to escape from the shadows, while also advising those who,

Educate. Accountancy professionals and governments can

through necessity, continue to work in the shade,’ it says.

work together to develop programmes to incentivise workers

But accountants are also committed to public value, and

to formalise their economic activity.

responsible and ethical behaviour. How best to strike a balance?
An ACCA survey carried out as
part of the report found that 22%

helping businesses emerge from the

of respondents would not deal

shadows

CPD

with customers or clients who they
believed to be operating in the
informal sector, and that 20% had
strict policies in place to ensure
compliance with the law. But only
7% said they were making efforts to
improve their processes to handle
shadow economy activities.

Whose responsibility is it?
Overall, opinion was split on where

‘The forces at play
suggest that the
shadow economy
will become ever
more complex to
monitor, measure
and potentially
control’

*

finding ways to use technology
to monitor and measure the
shadow economy

with government to
* working


educate staff and businesses and
to help them to formalise their
economic activity.

However, as the report points
out: ‘On the one hand any steps to
engage with the shadow economy
sector could be seen as entering a
minefield, with numerous potential

the responsibility for addressing the

dangers that could tarnish the

shadow economy should lie. Some
76% of respondents felt it should be with government, while

reputation of individuals, firms and the profession as a whole.

60% felt it was up to individuals to refrain from taking part in

On the other, it is clearly a significant and growing sector of

the shadow economy and to report shadow activity, and 45%

the overall economy, and accountants could play a role in

wanted local communities to take the lead.

helping clients make the transition from informal to formal

That said, professional accountants are willing to play an
important role and see themselves as able to do so. The report

status.’ Either way, the profession should remain close to the
heart of this debate around the world.

AB

offers a number of recommendations where the profession’s
core ethical values and its role in creating public value can
help address the shadow economy. They include:

*
*

monitoring shadow activity
working with policymakers to help them understand the
problem and to develop robust solutions for it

and modelling the effect of developments such
* measuring

as the rise of the sharing economy and virtual currencies

*
38

mediating between the shadow and formal economies and

Liz Fisher, journalist
More information
The ACCA report Emerging from the shadows: The shadow
economy to 2025 is available at bit.ly/shadow-future
Get CPD units by answering questions on this article at
accaglobal.com/abcpd
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Corridors of power
China’s Belt and Road initiative could boost 65 countries and has the potential to
create a third global trade axis. So what are the implications for the global economy?

I

The initiative sets out five priorities to improve cooperation

n a series of speeches in September 2013, President
Xi Jinping of China set out a plan to create a modern

between the Belt and Road countries and to increase trade

version of the ancient trade routes between China and

along the routes:

Europe. The ‘Silk Road’ was travelled by Chinese merchants
2,000 years ago; a little later, a maritime trade route would
connect the continents of Asia and Europe by sea.
Xi’s plan was to reopen these trade routes, under the
names of the ‘Silk Road Economic Belt’ and a ‘21st Century
Maritime Silk Road’; these have since become known as
the Belt and Road initiative. The ambitious plan would
connect Asia, Europe, the Middle East and Africa with a

*

policy coordination between the countries along

*

investment in new transport infrastructure and

*

the removal of barriers to trade along the routes

*

financial integration – including the expansion of bilateral

the routes
improvement of existing transport links
wherever possible
currency swaps and settlements, the development of the

huge logistics and transport infrastructure network, and

Asian bond market, and the establishment of the Asian

involves 65 countries that are home to 60% of the world’s

Infrastructure Investment Bank

population. If successful, the Belt and Road project will create
a third global trade axis.
ACCA, in conjunction with the Shanghai Stock Exchange,

*

‘people-to-people’ bonds, meaning more cultural,
student, personnel and academic exchanges between
countries along the routes.

has undertaken a detailed research project to explore the

There are clear economic reasons for China to encourage the

opportunities and challenges for Belt and Road countries in

development of these trade routes. Better power and water

terms of politics, economics, society and culture. The Belt

supplies, as well as improved transport and communications

and Road Initiative: Reshaping the global value chain is the

links and closer economic cooperation, ‘will ultimately give birth

culmination of the first phase of the research project – details

to a hyper Afro-Eurasian market’, the report says. ‘Throughout

the progress of the project so far, as well as its possible

the process, China’s role in international trade will gradually

benefits and risks.

change from “made in China” to “built by China”.’
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The project will also open up China’s economy to millions of

Growing regional cooperation

new consumers. The countries along the Belt and Road need

In terms of regional benefits, the report outlines China’s desire

to grow by US$246 trillion in order to lift their per capita GDP

to create a new system of economic growth. As China’s need for

to the global average. In other words, there is a huge potential

external support is declining – with annual GDP growth falling

for consumption and development, and this massive consumer

from 10% to 7% – its ability to support neighbouring countries,

market will converge on China.

such as members of the Association of Southeast Asian Nations,

The potential for outbound investment offered by the initiative

is on the rise. This was demonstrated at the ASEAN-China

is important; Belt and Road provides an outlet for China’s inward

Summit held in 2013, when China reaffirmed that ‘a united,

investment flow, which is already the second highest in the world

prosperous and dynamic ASEAN is in line with China’s strategic

(US$145.67bn in 2015). China is plagued by over-capacity in some

interests’. ASEAN stressed that ‘China’s development is an

sectors, particularly in steel, heavy chemicals, cement and textiles.

important opportunity for the region.’

Belt and Road will help China find new export markets, liberating

Added to this are changes in the industrial division of

resources from some industries that can be channelled into other,

labour in the region. While China’s manufacturing sector

more advantageous markets, and bringing with it the opportunity

continues to grow, some industries are beginning to transfer

for industrial restructuring and upgrading.

into neighbouring countries through outbound investment.

Belt and Road will also help to further internationalise the

In addition, China’s surrounding countries and regions are

renminbi (RMB): ‘If the majority of bilateral and multilateral trade

undergoing drastic changes in economic growth and structural

between China and the Belt and Road countries is denominated

transformation, and need funds and technology. China can

and settled in the RMB currency,’ it says, ‘RMB will certainly

provide both; through Belt and Road, regional cooperation will

circulate widely and rise in both status and influence. In fact,

continue to grow.

to avoid exchange rate risk and reduce transaction costs, RMB

The report also discusses the implications for the global

would be the prime choice as settlement currency.’

Russia

economy. A key aim is to enable the predominantly developing

2. New Eurasian land bridge

Europe

Central Asia

1. China-Mongolia-Russia corridor

Middle East
Mediterranean Sea

3. China-Central AsiaWest Asia corridor

South
China
Sea

5. China-Pakistan corridor
Indian
Ocean

South
Asia

Southeast
Asia

6. Bangladesh-China-

India-Myanmar corridor

4. China-Indochina

Peninsula corridor

South
Pacific

Crossing continents
The Belt and Road initiative would connect Asia, Europe,
the Middle East and Africa with a huge logistics and
transport infrastructure network, and involves 65 countries
that are home to 60% of the world’s population

40
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A freight train leaves Qingdao in east China bound for
Central Asia. Several Chinese cities have started regular
freight services to central Asia and Europe

through some of the most volatile countries in the world,
including Uzbekistan, Kyrgyzstan, Afghanistan, Syria, Iraq, Iran,
Lebanon and Palestine. Economic development needs peace

countries along the route to improve their status internationally,

and a stable political system to thrive; that is in short supply

as well as helping them to align their development strategy in a

along parts of the routes and is recognised in the report as a

way that works for them. Belt and Road will also, says the report,

significant challenge.

encourage monetary stability and enable the development of
an Asian investment and financing system and credit system.
Beyond Asia, the outlook is encouraging, too. According to

In addition, national trade protection – such as complex
export-import documentation, frequent anti-dumping
investigations and counterbalancing duty measures – is also a

World Bank statistics, while the average annual growth rate

difficulty. The report points out that without a trade liberalisation

of global trade and crossborder direct investment stood at

policy and relatively stable monetary system, it is difficult to see

7.8% and 9.7% respectively in 1990 and 2013, that of the Belt

how infrastructure construction along the routes could have a

and Road reached 13.1% and 16.5% respectively during the

positive effect on trade and investment.

same period. The report refers to the ‘flying geese’ model:

Even so, China is determined to make the project a success.

one country’s economy leads and paves the way for others

ACCA has operations in 57 countries, and 24 of these sit directly

to flourish, and suggests that, as China’s industrial structure

in the Belt and Road footprint. Chief executive Helen Brand says

drives improvements and industrialisation along the Belt and

ACCA is looking forward to playing its part in connecting the

Road, the country will take on that leading role.

communities of professional accountants who can contribute to

The initiative will also create new opportunities for

the success of this new Silk Route together.

AB

cooperation between countries to further global economic
growth. It has injected positive energy into the globalisation
debate, as well as the prospect of helping to alleviate the
imbalance in economic development between developing
and developed countries.
It also goes without saying that the Belt and Road travels

Liz Fisher, journalist
More information
Find The Belt and Road Initiative: Reshaping the global
value chain at bit.ly/ACCA-belt-road1
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Embracing analytics
In this second article in a series on the digital CFO, ACCA and PwC look at how
the finance team can use data to align themselves with strategic goals

organisations focused on cost-cutting and austerity,

I

drivers and identify where value is being generated. Leading-

strengthening balance sheets and building reserves

edge analytics have a critical role to play in providing these

of working capital. With increasing competition and

insights. A recent study by Strategy&, part of the PwC network

disruption in the market, and ongoing economic and political

of firms, and INSEAD found that companies that are leaders in

uncertainty, organisations are still trying to invest to achieve

data analytics are on average 38% more likely to be leaders in

sustainable growth. To succeed, they have to focus on a clear

commercial performance.

n the economic downturn of the late 2000s, many

strategy, and consider how digitisation can underpin that

Digitally enabled CFOs need to understand the strategic

In PwC’s survey of 2,100 executives in January 2016, only

strategy. Yet the challenge remains of where to make the

33% said their next big decision would be supported by data

most appropriate investments.

and analytics, and only 24% used predicative analytics. Nearly

Growth today comes from focusing on core capabilities.
Businesses often focus on investing where they will achieve the

60% said that they used data and analytics to look backwards.
An organisation’s ability to extract insights from

greatest return, so they need to have a clear understanding

data is significantly increasing, including instantaneous

of the markets, products and channels where they achieve the

information-gathering via the Internet of Things. For example,

most significant returns. With the emergence of disruptors in

connected cars can provide telemetric and performance

many industries, it is all the more essential to take a proactive

data to manufacturers in real time. This accumulation of both

approach. The finance function can help by focusing on its

structured and unstructured data gives significant insights for

core capabilities around cost control, analytics, planning,

strategic decision-making.

forecasting and investment appraisal rather than purely
reporting on costs.
Finance functions often act as partners to the business,

The CFO needs not only to ensure that relevant financial and

providing stakeholders with valuable insights. By assuming the

operational data is included in this ‘data lake’ but also that

role of the ‘diligent caretaker’, they are also looking after the

there is appropriate governance over the data so that it can

cost base and ensuring that money is spent on ‘good costs’

be used to improve the quality of decision-making. If finance

that support business growth, as opposed to ‘bad costs’,

teams are not equipped to do this, the CFO needs to think

which do not.

about developing their skills.

CFOs need to address two significant cost questions if

42

Taking control of data

If the finance team can’t make the data useful in

they are to make the best decisions: how does the finance

supporting strategic business decisions, then the CIO may end

function help the organisation align costs to the business

up encroaching on the territory of the CFO. And if capital and

strategy? How does it take the lead on this tough journey?

operational costs are incurred in aligning decisions with the

CFOs can’t expect the business to cut costs if they do not lead

business strategy, then it is important that the CFO be there to

the way in their own direct area of influence.

inform and influence.
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Many investment decisions now require a greater context
before the organisation commits. Cost optimisation is about

Things to think about

understanding a combination of factors. Investment cases may

1. Align your cost base and processes to your strategic

not look right across the enterprise; they could be aligned to

goals. In collaboration with the business, drive an

unit-specific programmes where the greatest return can be

understanding of the processes that operate across the

generated. Intangible values, including the value of the brand

organisation and of which ones deliver value. Then focus on

and talent, are areas for investment.

reducing cost in other areas and improving the efficiency

These decisions can also be supported using predictive
analytics and data models, and extrapolating forward the

and effectiveness of the processes that drive value.
2. Prioritise investments that deliver value and are

impact of certain investment decisions. CFOs and their teams

on strategy. Put finance at the centre of investment

are best placed to provide the robustness to support these

governance and ensure all investments are aligned and

analyses, but this approach raises several challenges. Not only

supported with a solid business case. Prioritise and

does there need to be sound governance over the data but

monitor your spend so that it aligns with your strategy

also a strategic focus, which may well challenge the traditional
reporting structures.
Finance is less likely to object to business developments
if it can support the analysis behind these decisions. But this
has to be managed properly. You need to be clear on the costs
that support the organisation’s core business activities. The

rather than merely cutting back.
3. Exploit analytics to improve decision-making. Look to
adopt new technologies and use internal and external data
sources to drive insights into your cost base, investment
strategy and value creation through the use of analytics.
4. Align your performance metrics and reporting to drive

traditional view of apportionment may need to be challenged,

behaviour. Ensure the organisation’s key metrics drive

which in turn may reappraise the return from core activities.

the right behaviour on cost, teaming, investments and

Achieving this shift in focus requires good data analysis
tools. Many organisations are finding that the traditional
key performance indicator reports that have been produced

performance, and redesign reporting to improve
decision-making.
5. Invest in the people and tools necessary to deliver

for many years are no longer relevant because they are not

your strategy. Finance teams must invest in people with

aligned to the strategic goals. Using simple analytics tools

the appropriate capabilities who demonstrate the right

enables finance to improve decision-making across the

behaviour to help the business deliver on its strategy. The

organisation, speeding up the decision support process and

team must also be supported with the right tools to deliver

providing more forward-looking insights.

this higher value, more strategically focused insight service.

So what of the finance function itself? Finance can be a role
model in aligning itself to work in conjunction with the strategic
goals. Through application of techniques such as zero-based

to truly align its cost base with the strategic goals of the

budgeting, it can optimise its own cost base in alignment with

organisation. ACCA’s research Professional Accountant – the

the core capabilities. Opportunities for automation can be

future highlighted this changing capability mix.

applied to areas where there is greatest commercial advantage,
streamlining processes that create the greatest return.

It is important to have a culture of innovation and sharing
in the finance function. By fostering this, team members
at all levels can develop cost and efficiency strategies and

Finance as role model

create a common purpose in achieving the organisation’s

If the finance team is to support strategic decision-making,

strategic goals.

AB

it needs to have the right skills in place to do so. It needs
individuals who understand and can work with data and analytics

Jamie Lyon, head of corporate sector for ACCA, in

tools at several levels. Advanced analytics require data-scientist

collaboration with Brian Furness and Andrew McCorkell of

skills to deliver insights from structured and unstructured data.

PwC, and Jens Madrian, CFO/COO of Reactive Technologies

Business partners need to be able to perform data interrogation
using desktop tools that look beyond the traditional reports to
give business leaders true insights into an entity’s operational
performance and offer the advantages of scenario planning.
Investing in these skills, which may well be at a premium,
can provide the business case for automation if finance is

More information
This is an extract from ‘Aligning costs with business strategy
– the digital CFO’, the second in a series of quarterly articles
by PwC and ACCA, identifying areas of opportunity in the
face of digital change. See bit.ly/ACCA-PwC-digi
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To yourself be true
‘Authentic’ leaders know their own values, beliefs and skills, and respond to the
values, beliefs and needs of their colleagues. Rob Yeung explains how to be one
Virgin’s Richard Branson, Apple’s Steve

Have you got what it takes?

Jobs and media tycoon Oprah Winfrey

Watch Dr Rob Yeung’s video on how
to become an authentic leader at
bit.ly/Y-authentic

are some of the most famous business
leaders in recent times. What can we
learn about leadership from them?
I would argue not much. Just because

as well as your strengths? Can you

they have profile does not mean that we

describe the impact you have on the

either could or should emulate them.

people around you? Self-awareness

Research is a much better teacher.

is having an accurate understanding

CPD

One hot concept among academics

of your gifts as well as your gaps – in

is the idea of authentic leadership.

particular the effect these have on

The concept of authenticity probably

co-workers. Of course, the only way

originated with the Greeks: it centres on

you can genuinely know the impact

being true to yourself. It implies having

you have on others is by asking

knowledge about your values, strengths

them. The best leaders I’ve worked

and weaknesses – and being able to live

with solicit opinions on a regular

in accordance with them.

basis through formal techniques
such as 360° feedback and through

Better results

conversations with colleagues,

Authentic leaders not only know their

customers, mentors and coaches.

own values, beliefs and skills, but

They ask over and over: ‘How am I
doing? What could I do better?’

also make decisions that play to the
values, beliefs and needs of those
around them. That may sound rather

Can you remember
the last time you
listened to an
opposing point of
view and changed
your mind?

44

*

Transparent communication.
To what degree do you convey

theoretical, but researchers including a

information? How clearly can you

team led by Arizona State University’s

articulate your views and explain the

Fred Walumbwa have shown that more

reasons, beliefs and values behind

authentic leaders all over the world – in

your decisions? Can you tell people

Kenya and China, for example, as well

about problems and concerns

as the US – tend to get better results.

in a constructive rather than a

Managers who score highly for authentic

demoralising manner?

leadership also tend to be rated by their

Authentic leaders try to be as honest

line managers as more effective.

and open as possible. That doesn’t

Authentic leadership has four

mean sharing all your frustrations and

components or skills. If you would like

being aggressive. Nor does it mean

to become a more authentic – and

telling others about your worries

therefore successful – leader, consider

in a way that discourages them.

using these four categories, described

Authentic leaders share information

in the rest of this article, as prompts for

– but in a way that is productive and

discussion with the people around you.

*

Self awareness. To what extent
can you describe your weaknesses,

appropriately positive.

*

Balanced decision-making. You
may already seek out and analyse
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data before making decisions, but

Dr Rob’s talent clinic

how often do you ask colleagues

Q

for opinions that contradict your
beliefs? Can you remember the
last time you listened to an

three years during which time

the department has restructured

opposing point of view and

twice. Each time, I have been

changed your mind?

assigned to work for a new line

Authentic leaders realise they

manager and as a result my career development is

can’t know everything and

non-existent and I feel constantly on edge. I’ve now

that it’s important to gather

heard rumours that another restructure may be on its way

opinions as well as data.
Sometimes, leaders tell me their
teams would speak up if they didn’t
agree, but in my experience
that’s rarely the case. The truth is

and I feel that I’ve had enough. How can I exert more control

A

over the situation?
The hard truth is that organisations nowadays must do whatever it takes to
thrive or even survive. It is therefore entirely your responsibility to look after

your own career development.

that people often feel reluctant

To begin career planning, find job descriptions for the role that would be the next

to speak up, fearing they will be

step up for you. Go online or ask within your network to get detailed job descriptions

seen as critical and unsupportive.

so that you can analyse the skills, qualifications and experience you need to progress.

Strong leaders regularly seek out

*

I’ve been in my job for just over

Then make a plan to gain those skills, qualifications and experiences. Seek projects

dissenting points of view.

in your organisation you would like to do or be part of and then make the case for
why you should work on them. Use restructures as an opportunity: volunteer to
join committees or teams engaged with change projects. Even if your role is minor,

principled, honest and honourable

you will gather valuable experience of how organisations change – skills that are

– even in the face of pressure from

increasingly prized by employers in an ever-shifting competitive landscape.

customers, senior colleagues,
shareholders or other groups.
Every manager in the world believes

By taking charge of your career, you will feel more in control. But be warned: it will
add to your working week and require drive and persistence on your part.
Finally, accept you may need to look for a new role outside of your current

they operate by a strong moral

employer. If your organisation’s new structure is not able to offer you what you want,

code. But when was the last time

you must take it on yourself to find the role and the work you desire.

you resisted pressure – financial or
otherwise – in order to do the right

Tips for the top

thing from a moral point of view?

Recently I was coaching a manager who was feeling frustrated that he had been

To what extent would the people

overlooked for promotion. I pointed out that promotion often depends on two

in your team say that you make

factors, which can be described as ‘requirements versus relationships’.

decisions that are guided by a set of
positive standards?

AB

CPD

Moral behaviour. Authentic
leaders make decisions that are

I define requirements as all of the explicitly stated metrics that are used to assess
personal performance. So that includes the specified goals, targets and objectives
that you are striving to meet.

Dr Rob Yeung is an organisational

However, relationships also matter greatly. Who are the

psychologist at leadership consulting

key decision-makers in your organisation that can either

firm Talentspace: talentspace.co.uk

support or derail your bid for promotion? To what extent

More information
Dr Rob tweets @robyeung
If you have a question for the talent
clinic, email abeditor@accaglobal.com
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd

do they know who you are? Do they rate, respect and
like you too?
Most people are better at either fulfilling the
stated requirements of their roles or managing the
unspoken relationships that are needed for success.
Be sure to ask for candid feedback and identify where
you may be weakest so that you can figure out how
best to invest your efforts in future.
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Strategic mindfulness
CPD

Managers need to be conscious of when their mind is impairing their decision-making.
Tony Grundy explains the dangers of cognitive bias and how to avoid it
Good corporate decision-making –

economic performance and should be

consistency (the ‘halo effect’, where

such as investment in new products

every FD’s concern.

if the last thing experienced was

and markets, M&As and organisational

Some of the characteristics of

change – requires in-depth thinking, a

worrying biases that appear to be

careful assessment of pros and cons,

strongly supported by psychological

and much evidence. Hard to argue with

experiments include:

that, but does this model really accord

*

with actual management practice?
We know from research that such
because it is swayed by a whole variety
of cognitive biases that board members
will not be immune to.
Cognitive biases occur when people
get carried away with what they expect,

this easy’), associated with illusions
vigilance

*

a focus on existing evidence and a
disregard for absent evidence (‘what
you see is all there is’)

*

greater sensitivity to losses than

*

decisions too narrowly framed and

gains (‘loss aversion’)

*

a neglect of ambiguity and the
suppression of doubt

A key danger of cognitive bias is that

*
*

a tendency to believe and confirm

it is this quick, instinctive and purely

an exaggeration of emotional

intuitive thinking that leaves us open to

made in isolation of each other.

being deceived. Social psychologists

or what they assume to be the case,

have suggested that clever people can

rather than reaching conclusions on

be more vulnerable to being fooled, as

the basis of a more deductive and
empirical model of decision-making.
Cue cognitive bias theory, developed by
psychologists Amos Tversky and Daniel
Kahneman in 1974.
In his book Thinking, Fast and
Slow, Kahneman highlights many
experimental studies of the biases that
infect human decision-making. Because
decision-making relies so heavily on

they are more averse to being found to

Clever people can
be more vulnerable
to being fooled,
as they are more
averse to being
found to have
made mistakes

intuition, it makes a real difference to

46

comes next will be good too)

a sense of cognitive ease (ie ‘I find
of truth, pleasure and reduced

decision-making is frequently flawed

good, the expectation is that what

have made mistakes, so these become
‘self-sealing errors’.
Then there is the danger of ‘group
think’, where the outlying opinions in
a team become narrowed towards a
consensus with the core of the team so
that sound challenges to a particular
strategy get shouted down.
Consider also commitment bias,
where commitment to a course of
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action escalates as a non-linear curve:

people tend to default to intuitive, fast

insights seem to come in a flash but are

as you start to put effort into exploring

thinking, as opposed to much more

a product of a logic chain as well. It can

a possible strategy, you are already half

ponderous logical and deductive styles.

help to visualise these as ‘red’, ‘blue’

way to committing to it, as no one wants

But I believe the two styles can come

to see wasted effort.

together in a third system. For instance,

and ‘purple’ thinking, respectively.
I suggest practising strategic

you might make an intuitive jump that

mindfulness: constantly track the state

Beware of intuition

is not haphazard but ordered (‘getting

of cognitive flow that the team and

We all recognise the importance of

your ducks in a row’) yet seems to

you are in and learn how to modulate

intuition in decision-making, but it

happen in a few blinks.

it, maybe using these colours. As the

is intuition that exposes us most to

Faced with bias, an FD has got to be

anchor person you need to guide the

deception. Kahneman warns of the

like a holding midfielder in a football

system 1 and system 3 thinking by

‘good and bad news’ about intuition.

team, bringing the team and its leader

sometimes bringing it down into the

The good news is it is very quick, low-

back to a deductive model of slower

slower system 2, or even jolting it to 2

effort and often reliable; the bad news

and evidence-based decision-making,

and 3 if totally stuck in 1.

is it can be profoundly dangerous, as it

rather than just following the decision

may omit important data and is highly

momentum and merrily turning the

Tony Grundy is a business school

vulnerable to bias.

team’s collective delusions into a happy-

academic and independent

looking set of numbers.

strategy consultant

He talks in terms of the human mind
having two, polar-opposite styles of
thinking: thinking fast (intuitive thinking),

Indeed, the FD needs mental
flexibility, capable of going with the
system 1 intuitive approach, slowing

and deductive), or ‘system 2’. He

it down to system 2, while also ready

suggests with everyday tasks most

to go with my system 3, where the

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

CPD

or ‘system 1’; and thinking slow (logical

AB
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Time is of the essence
With standard time management tactics reaching the limits of their effectiveness,
David Parmenter has some new tips and tricks for taming the work monster
In this high-pressure world we live

accordingly or resign yourself

in, we are becoming increasingly

to having to think about it

time-poor. The old lessons of time

again some other time.

management need to be updated to

I am now a convert to

reflect the new world that we now

the five-second rule.

work in.
Here are some tips for how to

*

Blue-sky Fridays
Every Friday morning

make the most of your precious time,

I move my laptop

compiled from a range of sources.

from my home office

*

Out, damned spot All of us,

to the lounge and

like William Shakespeare’s Lady

dedicate myself to

Macbeth, face issues that won’t go

looking at tasks that

away because we avoid confronting

will shape my future.

them. I learnt on a self-development

You need the

course to ask myself, when I wake

mental space

up in the morning, what I don’t want

had even arrived at the office that

to do that day. The subconscious

afternoon, the new procedure was

will answer you back honestly. Your

in place. He felt so energised by

task, when you arrive at work, is to

his success, he has stayed at home

do that thing that was unpalatable

every Thursday morning since to

to your subconscious – make that

focus on implementing change.

call, organise that appointment or

Besides these three techniques, I apply

write that report you have been

a number of rules until an important but

avoiding. Two things will happen:

not yet urgent task is done:

the feared task will not be so

that this provides

hard to complete, and you will

*

(and perhaps a

feel much lighter as this great

new environment,

weight is lifted off you. Try it – I

different from your usual

Don’t answer phone calls, texts,

*
*
*

Don’t spend time on social media.

emails.
Make strategic phone calls.

hope you find it as useful as I have.

workspace) to be able to leave

The five-second rule I am a member

behind the mundaneness of the day

Time management is one of your most

of a dining club and need to pay

job and look at the bigger picture,

powerful tools. I urge you to face up

fees at each dinner I attend. It is

whatever that might be for you.

to the distasteful, do jobs within five

I once met a partner in an

a task I always leave until I get

48

*

Write important emails and reports.

seconds of thinking of them, and vanish,

chased up and am embarrassed

accountancy firm who had attended

once a week, to focus on tasks crucial to

into action. A friend who is a

an expensive practice development

creating a future for yourself.

successful businessman told me

course. Having invested £5,000 in

about the five-second rule. The

training, he had not implemented

David Parmenter is a writer and

consciousness holds short-term to-

anything. So, one week, he stayed

presenter on measuring, monitoring

do actions for about five seconds.

at home on the Thursday morning

and managing performance

When you realise that you have

and focused on implementing a

to do something, you then have

new procedure. Emails were sent

five seconds to take some action

and phone calls made. Before he

AB

More information
davidparmenter.com
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Testing, testing, 1, 2, 3…
Adam Deller looks at the proposed changes to the accounting for testing an asset before
it becomes available for use, which should end the arguments about capitalisation
IAS 16, Property, Plant and Equipment,

testing of an asset before it becomes

has long been a cornerstone of IFRS

available for use. Unlike the proposed

Standards, being applicable to the

amendment to IAS 23, this exposure

vast majority of organisations that

draft looks specifically at whether or not

apply the international financial

items should qualify as an asset.
The question of whether items

reporting standards.

qualify for capitalisation has provoked

The International Accounting
Standards Board (IASB) has identified

lively discussion in many a company,

two key areas where there is a diversity

with management and auditors often

of application of the capitalisation of

thrashing out whether items can or

costs as part of a non-current asset.

cannot be capitalised in accordance

Both these areas are addressed in the

with the IAS 16 standard.
Any debate about whether items are

IASB’s work plan for 2017.

of such a capital nature tends to revolve

The first area relates to IAS 23,

around paragraph 16 of IAS 16, which

but is still very much linked to which

states that any costs directly attributable

costs are eligible for capitalisation. The

to bringing the asset to the location and

change was discussed in the May 2017

condition necessary for it to be capable

edition of Accounting and Business,

of operating must be capitalised. This

as part of looking at the IASB’s annual

phrase requires the application of sound

improvements process, so the topic
won’t be examined in depth again
here. In summary, the IASB’s proposed
change is to look more at the interest
rates that are eligible for capitalisation,
rather than whether costs qualify as an
asset or not.
The second issue relates to the most
recent exposure draft issued by the
IASB, in June, which relates to the

It is possible
that the revenue
from the samples
produced by
the equipmenttesting could
exceed the costs

judgment as to what costs are directly
attributable, and whether those costs
really bring the asset into a state of
being available for use.

Typical qualifying costs
To provide further assistance, paragraph
17 gives examples of some of the more
common costs likely to be classed as
directly attributable, and so eligible for
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Example
A mining entity is in the process of constructing and testing equipment that is not yet
available for use. The details of this are as follows:
Construction cost to date

US$300m

Costs associated with the testing
process to date

US$11m (US$6m testing the equipment,
US$5m cost of samples produced during
the testing process)

Proceeds from selling items
produced during the testing phase

US$9m

Under the existing IAS 16 treatment, all costs would be capitalised, net of the

entities deducting proceeds only from

proceeds from selling items produced during the testing phase. This would mean

the sale of items produced during the

the asset would be recorded at a cost of US$302m (US$300m + US$11m - US$9m).

testing phase, while others deducted

Under the proposed treatment, the asset would be capitalised at US$306m – the

all sales proceeds until the asset was

construction costs plus the US$6m costs associated with testing the equipment.
The US$9m proceeds would be recorded in revenue, with the US$5m costs of
producing the samples included in the cost of sales. Any samples produced but
unsold at the reporting date would be included within closing inventory.
The summary below shows the difference in the current and proposed treatment

CPD

under IAS 16.

capable of operating in the manner
intended by management (ie available
for use).
To address these issues, the exposure
draft proposes two amendments.
First, paragraph 17(e) will clarify the

Statement of financial position

Existing treatment

Proposed treatment

Property, plant and equipment

US$302m

US$306m

Statement of profit or loss

definition of testing, referring to it as ‘an
assessment of the technical and physical
performance’ of the asset. The costs
associated with the testing of an asset
will still be capitalised in accordance

Revenue

US$9m

Cost of sales

(US$5m)

Gross profit

US$4m

with IAS 16.

Profit and loss
Second, and much more importantly,
it removes the standard’s requirement
for the net proceeds to be deducted

capitalisation. Within paragraph 17 (e)

of testing of equipment before it is

from the cost of the item. Instead, the

is the statement that is the subject of

deemed to be available for use.

exposure draft proposes the insertion

the exposure draft. The current position

of an additional paragraph (paragraph

is that examples of directly attributable

be possible for these proceeds to

20A) in IAS 16, stating that any proceeds

costs should include ‘costs of testing

be significant or actually exceed the

and costs associated with items

whether the asset is functioning properly,

cost of testing. This has led to varying

produced in the process of bringing

after deducting the net proceeds

treatments, with some believing that the

an asset to the location and condition

from selling any items produced while

entire proceeds should be deducted,

necessary to be available for use should

bringing the asset to that location and

leading to an overall deduction in the

be recognised in profit or loss.

condition (such as samples produced

asset cost. Others believe that the

when testing equipment)’.

amount of proceeds to be deducted

the need for judgment about which

This proposed change will remove

from the asset should be capped at the

proceeds to deduct from an asset and

therefore this change) are unlikely to be

testing costs, with the excess going to

whether these should be capped at

significant, but certain manufacturing

profit or loss.

the cost of testing. Instead, all items

For service industries, these costs (and

entities, extractive industries and the

50

One of the problems is that it could

A further problem is that the IASB

produced during this process would be

petrochemical industry may have

found that paragraph 17 was being

recognised in revenue and cost of sales,

to undertake a substantial amount

applied in several ways, with some

in accordance with IFRS 15, Revenue
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Effectively the proposed change means

from Contracts with Customers, and
IAS 2, Inventories. No depreciation will
be incorporated in the cost of the items
produced, as these will occur before the
asset is available for use and therefore
before any depreciation is applied to
the asset.
The IASB believes that this change is
the simplest way to remove diversities
in application, and believes it is more in

The change is
likely to result in
increases to noncurrent assets,
revenue and cost
of sales in the
extraction sector

that income generated from these sales
is recorded immediately rather than
spread over the life of the asset in the
form of a lower depreciation expense
based on the reduced asset cost.

Disclosure
If this narrow-scope amendment were
to be made to IAS 16, no additional
disclosures would have to be made

the financial statements.

beyond the existing requirements.

It also believes that whether or not

CPD

line with the recognition of elements in

The IASB believes that the existing

these elements are produced as part

disclosures in relation to IFRS 15 and

of the construction process, they

IAS 2 are sufficient, and the income or

fundamentally meet the definitions of

expenses relating to items produced

income and expenses and should be

before the asset is available for use will

recorded in profit or loss accordingly.

be covered under these.

Currently an entity’s total revenue could

The proposal under the exposure

be misunderstood (and understated) as

draft is that this amendment will be

the sales made during this process are

applied retrospectively, but only in

net of the cost of the asset rather than

relation to assets becoming available

being included in revenue.

for use on or after the beginning of the

For entities where this is likely to be

earliest period presented in the financial

significant, such as businesses in the

statements. The cumulative effect of

extraction and petrochemical industries,

initially applying these amendments will

the application of this change to the

be recognised as an adjustment to the

standard will be likely to result in

opening balance of retained earnings.

increases to non-current assets, and
increases to revenue and cost of sales.

The deadline for comments on the
exposure draft is 19 October 2017.

AB

As the example in the box on the
opposite page shows, it is likely that

Adam Deller is a financial reporting

an entity will now record an element

specialist and lecturer

of profit in the construction period. As
the asset value will also be higher, this
will result in higher depreciation and
therefore lower profits in future periods
compared with the existing treatment.

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd
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Technical update
A monthly roundup of the latest developments in financial reporting, audit, taxation
and legislation from the OECD, African Development Bank and elsewhere
Africa

financial reports – even if their business
is not under audit – if it is ‘probable

Banks to forge closer links

that the tax authority will not accept the

Following a meeting in India, the

company’s treatment’ of tax liability.

African Development Bank (AfDB)
has struck a partnership agreement

Boost for Indian accountants

with African central bank governors

The Institute of Chartered Accountants

to increase cooperation on curbing

of India has ruled that full-time

illegal financial outflows, improving tax

professional accountants can also act as

collection and exchanging domestic

insolvency professionals under India’s

financial market information. The

Insolvency and Bankruptcy Code 2016.

AfDB said it would help central banks

They can charge fees as a percentage

Progress on transparency

deepen domestic markets through

of recovery and assets handled under

The Organisation for Economic Co-

the use of new financial technologies

insolvency proceedings.

operation and Development (OECD)

and by promoting the issue of long-

has welcomed progress since April 2016

US hedge fund rules revised

by 17 jurisdictions to comply with its

The Financial Accounting Standards

Exchange of Information on Request

Ethics code updated

Board (FASB) of the US has approved

(EOIR) standard, designed to strengthen

The code of professional conduct of

a new accounting standard, improving

international tax transparency. Its update

the South African Institute of Chartered

and simplifying hedge accounting rules.

was delivered in a report presented to

Accountants (SAICA) has been updated

The update will be released in August,

the G20 leaders meeting in Hamburg in

to include new ethics requirements

and will refine and expand reports for

early July.

and guidance to help accountants

both mitigation of financial (such as

dealing with non-compliance with

interest and exchange rate changes)

country – Trinidad and Tobago – was

laws and regulations (NOCLAR).

and commodity risks. The goal is to

now clearly non-compliant.

The rules cover all professional

boost transparency for investors and

accountants working in South Africa

analysts within financial statements and

and define NOCLAR as any omission

related footnotes.

term sovereign bonds.

on the exporters database. HMRC

or commission of a rule breach,
intentional or unintentional, committed

has pre-registered all UK exporters
Keith Nuthall, journalist

holding a valid Economic Operator

by an accountant, client or practice.
Accountants must not ignore such

The organisation said that only one

Registration and Identification (EORI)

European Union

number that dispatched goods to

problems, says the code.

Canada from 1 December 2015 to 1

CETA guidelines issued

December 2016. Those not on the

Customs Information Paper 10

list can use their ‘approved exporter

(2017): trading between the EU and

number’ for a transition period ending

AASB updates guidance

Canada sets out the guidance on the

on 31 December 2017.

Upcoming guidance from the Australian

preferential arrangements section of the

Accounting Standards Board (AASB) will

Comprehensive Economic and Trade

instruct company directors to anticipate

Agreement (CETA).

National

potential disputed tax demands
from the Australian Tax Office in their

Exporters with consignments valued
at more than €6,000 must be registered

Find further guidance and required
declarations at bit.ly/CETA_Info.

AB

Glenn Collins, ACCA UK’s head of
technical advisory
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Everyone benefits
There is a strong business case for organisations to support employees in volunteering
for worthy causes, and powerful personal and career advantages for the volunteers
There are as many reasons to volunteer
as there are causes worthy of our time.
And while the primary motivation is a
desire to make a difference and give
back to society, there are also personal
benefits to be had from giving time
to others – a sense of satisfaction, a
broadening of personal networks and
social circles, and even picking up new
skills and work experience.
And it’s not just individuals.
Companies are also realising the
benefits. Already well established in the
US and elsewhere, employee volunteer
programmes (EVPs) are increasingly
part of broader corporate social
responsibility initiatives. More and more
of us expect companies to do their bit
for society – and many of us want to do

forge community ties and a positive

two paid days annually for volunteering

the same.

reputation – all the while supporting

on work days.

‘Expectations are rising for brands

worthy causes.

in Asia to both grow their profits
and contribute to improving the

Reciprocal relationship

corporate citizenship for APAC, says

communities where they do business,’

Global financial services company State

most State Street offices have a

says Yvonne Siu Turner, senior

Street is a proponent of corporate social

committee with representatives from

manager for corporate programmes

responsibility. Its commitment includes

different departments to help run

and resources at Points of Light, an

grants, financial donations and support

the volunteering programmes. The

international non-profit that promotes,

for individual fundraising efforts, and

committees identify suitable community

recruits and mobilises volunteers.

partners and manage donations on

‘According to Edelman’s 2016 Earned

behalf of State Street Foundation. In

Brand study, the public across Asia
believes that doing good should be
part of a brand’s DNA, with China,
India and Singapore beating global
expectations. These markets also
report higher than global average
belief that brands can do more to
solve social ills than government.’
For businesses, harnessing the
benefits of volunteering doesn’t
equate only to staff satisfaction

‘The public across
Asia believes
that doing good
should be part of a
brand’s DNA, with
China, India and
Singapore beating
global expectations’

and wellbeing, but can also help

54

Natalie Wu, vice president and
head of global inclusion and

Asia Pacific, partner organisations range
from those supporting the elderly,
children and women, to environmental
education. ‘Tree planting programmes
in Sydney, Korea, Beijing and Hangzhou
are popular with employees,’ says Wu.
For Wu, a successful EVP should forge
long-term relationships with community
partners, facilitated by regular
cooperation. In Hangzhou, that includes
an annual summer camp for migrant
children; and in Hong Kong, State Street
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works with English Schools Foundation
on career workshops for students with

Effective employee volunteer programmes

special needs.

‘CFOs could play a big role in helping to get an EVP up and running,’ says Points

Volunteering can help develop

of Light’s Siu Turner. From greater brand value to higher employee engagement,

and hone skills – communication in

workplace volunteering can boost productivity and reduce costs via greater staff

particular. One State Street Hong Kong

satisfaction and boosted retention. However, such programmes require careful

initiative, for example, sees staff visit

planning, communication and monitoring.

elderly residents during local festive

‘There may be regional differences that influence how staff want to volunteer,’ Siu

periods to chat and play games. And

Turner says. She cites Silicon Valley Community Foundation research which found

projects with special needs students

that in China having fun and meeting new people are among the most prized aspects

reinforce messages around diversity.

of volunteering for employees, as well as opportunities for face time with company

‘It’s a way to see something not in their

leaders. EVP success would accordingly be enhanced by hands-on projects with

day-to-day activities and helps give new

opportunities to interact with leadership during service activities. Other tips include:

insights and fresh perspectives,’ Wu

1. Celebrate small wins, especially for global offices starting out on a programme.

says. ‘Volunteering widens windows to

2. Create volunteer councils to engage employees who are passionate about a

see how other people are working in
other parts of society.’

cause and to help global programmes remain locally relevant.
3. When identifying beneficiary organisations, long-term partnerships help.
4. Offices and partners should work together to define goals and measures of

Pro bono

success, taking into account the needs and capacities of both sides.

While any form of volunteering –
independent or corporate, planting
In addition to the broader benefits of

trees or teaching migrant children – has

of international NGOs and grassroots

a positive impact on volunteers as well

community-based organisations such

volunteering, pro bono programmes

as communities, finance professionals

as street child centres, hospitals,

are a way for finance professionals to

have particularly valuable skills to

microfinance organisations, conservation

gain valuable experience in the highly

share. ‘Pro bono volunteering is a

projects, women’s empowerment

competitive sector of international

very high-impact way to help improve

programmes and schools. The common

development. ‘Taking on even a

the sustainability of a non-profit

theme is that they are all doing amazing

short volunteer assignment will help

organisation,’ says Siu Turner, whose

work to tackle extreme poverty and

accountants stand out from the crowd,’

network can help accountants connect

inequality in their communities but due

Busby says. ‘The invaluable experience

with worthy projects. ‘The value of

to their limited resources are unable

to be gained in how NGOs manage

skilled volunteer support for general

to access vital accounting and financial

their programmes with limited resources

operations, technology and professional

management training.’

and report to international donors, as

services can be 500% greater than the

AfID sends volunteers to 52 countries

well as the insight into effective cross-

value of other forms of volunteering,’

in Africa, Asia and Latin America. They

cultural work practices, is exactly what

she says, citing a report by social impact

include newly qualified accountants,

many charities are looking for when

measurement organisation True Impact

those between jobs, professionals on

they hire.’

and the US Bureau of Labor Statistics.

a sabbatical, and retired accountants –

‘However, for a pro bono project to

Busby says AfID’s oldest volunteer was

volunteering is a rewarding way to drive

be effective, it must be scoped and

78. Around half come from outside the

change, support communities and even

managed appropriately.’

UK, including Australia, New Zealand,

pick up some valuable work experience

Japan, Singapore, Hong Kong and

and skills along the way.

UK-based Accounting for International
Development (AfID) matches qualified

China. Volunteers pay for placements

volunteer accountants with non-

spanning two weeks to a year. Typical

governmental organisations (NGOs)

areas of focus include internal and

and community projects worldwide to

external audits; bookkeeping and cash

instil and instruct financial management.

management; creating, monitoring and

Dave Busby, AfID’s volunteer services

evaluating budgets; risk management;

manager, says: ‘Our partners are a blend

and training local finance personnel.

With win-win advantages aplenty,

AB

Frances Arnold, journalist
More information
Download the Points of Light report
What’s Working: Effective Employee
Volunteering in Asia at bit.ly/Vol-Asia
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Members first
ACCA is placing members at the centre of a whole host of exciting developments,
boosting our satisfaction rates, reports chief executive Helen Brand
relevant skills for their

across the G20 nations, a

progress in the past year in

impactful reports over

business and 92% describing

jointly branded corporate

delivering enhanced member

the past year have been

ACCA as a world-class

culture toolkit, and fresh

value. Research, careers,

shaped by members. Our

organisation.

support and opportunities for

member engagement –

Professional Accountants –

these are just some of the

the future report – released

members, we’ve also

CA ANZ, including access

areas where we’ve been

as an exclusive to members

produced one of the

to membership of the other

particularly active. And

last June (see AB, June 2016)

largest studies ever on

body for eligible members.

there’s more to come.

– identified the professional

the expectations of future

ACCA has made great

Some of our most

members of both ACCA and

quotients our members

finance leaders, in our

Jobs board takes off

strengths is the breadth

will need in the future and

report on ‘generation

We’ve also seen impressive

and depth of our global

has fed directly into the

next’ (see AB, July 2016).

growth in usage – from both

membership. Whatever the

innovations we announced to

This groundbreaking and

employers and members

topic, we can draw on the

the ACCA Qualification last

much-publicised research

seeking new opportunities

perspectives of thousands

year (see AB, October 2016).

draws on the views of over

– of our ACCA Careers job

Because the experiences

19,000 ACCA members and

board. Job postings have

students under the age of 36.

grown rapidly over the past

One of ACCA’s greatest

of ACCA professional
accountants to give

and insights of members

unparalleled insight into

have been at the heart of

To give members easier

national, regional and global

these developments, they

access to all this insight, we

a month in June. This is

challenges. This ability to

have had a great reception.

launched a new professional

generating over 150,000

synthesise our members’

In the latest global employer

insights hub, at accaglobal.

jobs by email every week,

views is the starting point for

survey we undertook earlier

com/insights, where our

with 8% of applications from

all the ‘professional insight’

this year, 61% of employers

reports are packaged in an

ACCA members and students

reports we produce. It gives

said they felt even more

easy-to-digest way. We’ve

resulting in a job offer. With

our output real resonance

favourable towards ACCA

also introduced a feedback

links with major agencies

and impact with employers,

and what we provide as a

feature so we can refine

like Hays, Michael Page

regulators, governments and

result of our qualification

our insights.

and Randstad and global

other influencers.

advances. The developments

A record 92% of
employers have
told us that ACCA
provides relevant
skills for their
business and
92% describe us
as world class

56

Using feedback from

six months, rising to 64,000

employers such as HSBC and

– including our

CA ANZ alliance

PwC, ACCA Careers is now

global move to

We’ve extended our global

one of the largest and most

four sittings a

influence even further

used accountancy jobsites in

year – have also

through our groundbreaking

the world.

contributed

strategic alliance with

to the highest

Chartered Accountants

Feeding back

global member

Australia and New Zealand

We’re very conscious of our

satisfaction

(CA ANZ). This exciting

accountability to members.

scores in recent

partnership, announced last

We’ve introduced Council-

years, with a

June (see AB, June 2016),

led member engagement

record 92%

resulted in a number of

webinars, designed to give

of employers

new initiatives, including

members more frequent

telling us that

impactful global research

updates on ACCA’s strategic

ACCA provides

on public attitudes to tax

progress and enable them to
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What do you think about ACCA?
76%

Members satisfied with ACCA (2016: 71%)

64%

‘ACCA offers value for money’ (2016: 59%)

71%

‘ACCA is an innovative and forward-thinking
organisation’ (2016: 67%)

82%

‘ACCA is committed to high standards of
qualification’ (2016: 75%)

64%

‘ACCA shapes the agenda of the accountancy
profession’ (2016: 60%)

92%

Employers who say ACCA provides relevant
skills for their business (2016: 87%)

92%

Employers who say ACCA is a world-class
organisation (2016: 90%)

hear from ACCA’s leadership.

this high level of input at

the largest annual increase of

members to our ‘Professional

These have been well

this year’s AGM, which

all customer groups, up 5.4%

accountants – the future’

received and are giving us

will be taking place on 30

since last year to 76.4%, with

work. There has also been a

greater insight into how we

November – please look

improvement seen across

rise in the view that ACCA

can best serve our members.

out for your invitation from

all our markets. This is the

shapes the agenda of the

Electoral Reform Services to

highest score in five years.

accountancy profession (up

Over the past year, we’ve
also put significant effort

cast your vote.

Higher ratings in how
members perceive their

into encouraging members

4% to 64%).
Delivering member value

to have their say at ACCA’s

More satisfaction

relationship with ACCA has

will be one of our strategic

annual general meeting

We’re pleased to see that

driven this score up, as well

priorities for 2017/18, with

(AGM). This is important

all these efforts are being

as increased agreement

a view to building better

because it strengthens the

appreciated. In the past

that ACCA offers value for

support and even greater

mandate of ACCA’s Council

year, we’ve been able to

money (up 5% to 64%) and

member pride.

to take strategic decisions

deliver a significant uplift in

that we are an innovative and

they’ve been elected by

satisfaction through focused

forward-thinking organisation

innovate, with a new Africa

members to make. The

effort – especially through

(up 4% to 71%).

edition of AB magazine

2016 AGM saw us double

our priority of enhancing

the numbers of members

We’re continuing to

Perceptions that ACCA is

and the design and content

member value and its

committed to high standards

enhancements we’ve made

who voted, to over 10,000

associated coordinated

of qualification also rose

across the entire AB series.

– a record level. We’re keen

initiatives across key markets.

(up 7% to 82%), driven by

We hope you continue to like

positive reactions from

what you see.

to maintain and extend

Member satisfaction saw

AB
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The diversity dividend
By recruiting staff from a wider spectrum organisations can not only ease skills
shortages and gain a recruitment edge, but also capture performance benefits
Diversity at senior

said. ‘Research shows

office in being more

systems and processes to

corporate levels in Canada

organisations with diverse

effective globally.’

look at career progression

is improving. Research

leadership are 35% more

conducted by the Canadian

likely to have financial returns

Enercare, highlighted that

potential of individuals. We

Board Diversity Council

above their respective

companies may already have

can shine a spotlight on

(CBDC) in 2016 found that

national industry medians.’

diversity strengths in their

some of the inequalities and

workforce that they could

provide better reporting for
those in the field of HR.’

women held 21.6% of board

Mel D’Souza, VP for

and the performance and

seats on FP 500 companies

treasury operations

make better use of. ‘Our

(the top 500 Canada-based

at Manulife Financial

employees are a reflection of

corporates as ranked by

Corporation, said that being

Canada’s diverse multicultural

War for young talent

revenue) – up from 19.5% in

able to tap into Toronto’s

workforce,’ she said. ‘We

Such information is

2015. Sherri Stevens, CEO

multicultural population

have hired employees who

increasingly important

of the CBDC, is encouraged

helped the life insurance

speak a variety of different

because global research by

by the improvement in

languages,

ACCA has highlighted that

female board membership

and a lot of

there is an ongoing war for

but believes that ‘more

our customers

talent. One of the challenges

work needs to be done’.

speak different

for recruiters is that younger

languages as well.

individuals (born after

Our challenge

2003) want a different way

is to better

of working. Many of them

understand and

expect to change jobs and

leverage these

achieve promotion in a short

synergies and

time period, which can make

opportunities

attracting and retaining them

to create more

particularly challenging.

‘Diversity is
being invited
to the party;
inclusiveness is
being asked to
dance. There’s
a difference’

Stevens revealed
these statistics in her
introduction to a series of
three panel discussions
– held in Vancouver,
Calgary and Toronto
earlier this year – on the
topic of how diversity
can help companies win
the talent war. Hosted
jointly by ACCA and

meaningful

As the ACCA and

experiences for

CBDC panel discussions

our customers.’

highlighted, many recruiters

ACCA (45% of whose

the CBDC, the events

business to work effectively

attracted a mixed audience

with outsourced operations

global membership is female)

in the recruitment process,

of finance and human

in Asia.

sees a role for finance

overlooking candidates with

professionals to work with

the potential to succeed in a

culture and the language

HR teams to help improve

role but who may not fit the

business case for diversity of

can communicate more

diversity and ultimately

expected mould.

all sorts within organisations.

effectively with our offices,

organisational performance.

‘The benefits of a diverse

for example, in Hong Kong

workforce are extensive, from

or the Philippines,’ he

managed,’ said Suzanne

clients and customers; if

widening the talent pool

said. ‘Understanding the

Godbehere, former head of

the workforce and board

of qualified candidates, to

culture and being able to

ACCA Canada. ‘That’s where

aren’t diverse, probably it’s a

being seen as an industry

communicate in the local

the accountants and HR

result of unconscious bias,’

leader, to outperforming

language as needed has

people can work together.

said Daniel Burns, a lawyer,

the competition,’ she

helped us in our Toronto

Accountants can establish

accountant and entrepreneur

resource professionals.
Stevens outlined the

58

Evelyn Sutherland, CFO of

‘Immigrants who have the

‘What gets measured gets

suffer from unconscious bias

‘If you live in a diverse
area, you serve diverse
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with a number of board
positions in Canada.
He encouraged attendees

Olga Kuznetsova, director
of financial planning and

Getting diversity right

reporting at the Insurance

*

Check the wording of job adverts for unconscious bias that

*

Allow time to read and understand candidates’ CVs so that

*

Challenge your own assumptions about the quality of the

*

Involve a range of people (including HR) in candidate

*

Create training programmes that not only raise awareness

to see diversity as an

Corporation of British

opportunity rather than

Columbia, said recognising

a problem, but warned:

we all have an unconscious

‘Diversity in and of itself

bias is ‘half the battle’.

doesn’t improve performance.

She tries to avoid making

You need to have diversity

assumptions when hiring (for

and you need to have

example, about the quality of

inclusiveness. As someone

universities she hasn’t heard

once said, ”Diversity is

of). Once she has drawn up

being invited to the party;

a shortlist of candidates, she

inclusiveness is being asked to

then challenges herself.

dance.” There’s a difference.’

‘Did I select them on

According to the panel

may deter some people from applying.
you can appreciate their strengths properly.
education and work experience candidates have gained.
interviews and consider hiring the majority’s choice.
of unconscious bias, but also encourage a mindset of
challenging assumptions and learning from difference.

*

Try to encourage a culture of inclusiveness – diversity itself
won’t necessarily improve organisational performance.

the pure merit of being

discussions, inclusiveness

the most fit for the job, or

depends in part on the

am I being drawn to more

more females in leadership?

that can otherwise be

ability of business leaders to

female candidates because

Am I offering a fair chance

overlooked, but keep the

manage diverse workforces

we have diversity targets, or

to male candidates? We

quality in mind.’

successfully – a skill that is

because I am female and in

need to consciously look

increasingly important.

leadership and I’d like to see

for candidates in the pools

AB

Sarah Perrin, journalist
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Determined to succeed
EY’s assistant auditor Kerishma Chareetur had no intention of letting her disability
hold her back and obtained her ACCA Qualification without any formal tuition
Twenty-seven year old

world that disabled people

Kerishma Chareetur is an

are able too. Disability

assistant auditor at EY in

is no bar to success if an

Mauritius. Born with cerebral

individual has talent and

palsy – a condition that

drive, and probably a fair

prevents her from walking

share of luck. Perseverance

and limits her physical

will always pay off if you put

movement, but leaves her

in the effort.’
Chareetur believes that

intellect unaffected – she
was determined to live her

people are disabled by

own life and find success.

society and not just by

She now wants to inspire

their bodies: ‘In many

others with disabilities to do

parts of the world disabled

the same.

persons frequently live in
deplorable conditions,

As a disabled person,
Chareetur faced

battling with physical and

discrimination from a

social barriers that prevent

young age. ‘Back in the early

their integration and

1990s, people’s knowledge

full participation in their

and understanding of

different communities. The
barriers can be overcome,

cerebral palsy was almost
non-existent in Mauritius,’

she obtained good results

interaction and confined

if governments, non-

she says. But her parents

in her exams, ranking third

myself at home.’

governmental organisations,

fought hard for her. When

nationwide in Hinduism.

their application to enrol

Chareetur’s mother

her at a kindergarten was

During this time her

professionals and disabled

mother passed away.

people themselves, with their

had always told her that

Chareetur says this was

families, work together.’

rejected on the grounds

‘the sky’s the limit’ and

‘definitely hard to digest’.

Chareetur says that the

that ‘kids like me were

she was keen to pursue

Day-to-day life was more

flexibility ACCA offers in the

not entitled to integrate

further studies like

complicated without her

way that students can study

in ”normal” schools’, they

everyone else. However,

mother, who had cared for all

for the qualification has

found another school

the University of Mauritius

her needs since birth.

made all the difference to

some distance away, and

was a considerable

Chareetur went on to

distance away from her

with her studies, making it

sail through primary and

home. So, encouraged

through the final exams with

disabled persons is clear:

secondary education.

by her brother, himself a

no tuition. ‘People told me

‘Be a light by yourself;

chartered accountant at

I wouldn’t be able to do it

don’t depend on others

even have a wheelchair and

Deutsche Bank, she chose

but I persisted,’ she says.

to pity you. You deserve

her parents had to pay for

to study through ACCA,

She passed her final paper in

no pity, but what you do

her to be driven to school,

buying books from a local

March 2017.

deserve is recognition

where she sat on a static

bookshop. ‘I studied hard,

chair all day. Undaunted by

really hard,’ she recalls.

the ACCA training without

possible effort. Action is

these obstacles, however,

’I barely had any social

tuition simply to prove to the

better than inaction.’

At the time she didn’t

However, she persevered

‘I wanted to complete

her prospects.
Her message to other

in society. Make every
AB
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Greening finance
A vigorous debate in Brussels organised by ACCA, Aviva, Barclays and the IIRC
assessed the way forward for a European strategy for sustainable finance
The European Union is
developing an ambitious
approach to sustainable
finance, building on work
already undertaken at an
international level by the
G20 Green Finance Study
Group and the Financial
Stability Board’s Taskforce
on Climate-related Financial
Disclosures (TCFD).
This work is gaining
significant momentum: the
interim report of the highlevel expert group, created to
help define a comprehensive

Richard Howitt, the IIRC’s chief executive, tells the
debate that human rights and climate change must
be seen as financial issues

European strategy by the
and integration of non-

and discuss the way forward

unveiled, and the European

for a European strategy for

by Mark Lewis, managing

financial information and

Commission has released its

sustainable finance.

director, European Utilities

integrated reporting structures

More than 130 people

Research at Barclays, who

across the EU, said: ‘We are

non-financial information,

attended the event and

said: ‘Sustainable finance

facing sustainability issues

which take into account the

enjoyed insightful remarks

is of increasing interest to

on a global scale, and while

TCFD recommendations.

from high-level speakers

investors, businesses and

the accountancy profession is

A growing number of

including Richard Howitt,

governments globally, and

already playing an important

companies are already

the IIRC’s chief executive,

events like this continue

role in this arena, there is

using integrated reporting

Sirpa Pietikäinen MEP and

to mark its transition

much more to be done.’

to enhance accountability,

Paulina Dejmek, a member

from a niche interest to a

stewardship and trust.

of European Commission

mainstream pursuit.’

However, in order to properly

president Jean-Claude

embed sustainability into EU

Juncker’s cabinet.

long-awaited guidelines on

financial services policy and

In his welcome speech,

Steve Waygood, chief

The debate confirmed
that promoting financial
stability and sustainable

responsible investment

development by enhancing

officer at Aviva Investors,

the links between investment

the Capital Markets Union,

Howitt emphasised the need

emphasised the need for

decisions, corporate

an overarching approach is

for a change in mindset:

collective action: ‘For finance

behaviour and reporting

required.

‘My message to businesses

to be sustainable, every

has become a global need.

is that they cannot think

intermediary needs to act on

Important progress has been

AVIVA, Barclays and the

of issues such as human

the information promoted by

made, but there is still a long

International Integrated

rights and climate change

integrated reporting.’

way to go.

Reporting Council (IIRC)

as non-financial. In the long

organised a lively debate in

term these issues will have a

director at ACCA, who

is not the time to make small

Brussels in June to take stock

very real financial implication

moderated a dynamic panel

improvements. The bar needs

of progress made so far

for business.’

discussion on the adoption

to be set high.’

With this in mind, ACCA,

62

His comments were echoed

end of 2017, has been

Raymond Jack, executive

Pietikäienen cautioned: ‘It

AB
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Double the opportunity
ACCA’s integrated master’s programme with the University of London is changing
lives, developing skills and improving career prospects across the globe
The first graduates to
complete the University
of London master’s route

More information

a professional level in

Find out more about ACCA’s integrated master’s with the
University of London at bit.ly/integMSc

the world.
Jane Towers-Clark, head

to ACCA membership are

of university education at

looking forward to the

ACCA, says: ‘The first group

an MSc in professional

and skills development for

future career opportunities

of graduates have provided

accountancy at the same

finance leadership within a

afforded through having

very positive feedback about

time, and at a fraction of the

global context.

two world-renowned

the self-study programme.

cost of traditional masters.’

qualifications.

Online learning has allowed

The design of the MSc has

Web-supported
learners can study for the

us to give individuals globally

been customised with distinct

qualifications wherever they

partnership between

the opportunity to gain

pathways for ACCA students,

are in the world. There is also

ACCA and the University

the skills necessary to have

affiliates and members,

an option to enrol with a local

of London, the MSc in

successful careers in finance

providing them with a

teaching institution for face-

professional accountancy

and accountancy. We have

unique opportunity for

to-face support if required.

is the only integrated

created a programme that

career advancement.

master’s programme with

allows learners to gain the

The programme supports

January 2018 session close on

an accountancy body at

ACCA Qualification and

high-level knowledge

4 December.

Delivered through a

Registrations for the
AB

Graduates share what the integrated master’s means to them
Yemurai Nyamutswa,

Raziya Taipova,

Muhamad Abrar

Tax Matrix,

deputy director,

Siddiqui, Faysal

Zimbabwe

BDO Kazakhstan

Bank, Pakistan

‘The opportunity

‘Being an accountant

‘Being able to

to complete the

requires an awareness

complete a masters

ACCA Qualification

of the latest changes

and gain an MSc at the same time was

in business and accounting practices as

time and the opportunity to study a

the main reason I signed up. That the

well as the ability to anticipate potential

range of thought-provoking subjects

University of London is one of the top

issues that might arise. The integrated

are what attracted me to the MSc

universities in the world is a huge plus.

MSc in professional accountancy,

in professional accountancy. It has

The highlight for me was learning how

with courses such as Global Issues for

allowed me to broaden my knowledge

to work with others in a team and also

the Finance Professional, provides

of emerging and developing markets

how to make strategic decisions in a

knowledge and the opportunity to

and at the same time given me insight

short amount of time. Immediately

develop critical skills such as sound

and direction on how to develop

after completing the programme, I was

professional judgment. Gaining an

research skills. It also offers a great

able to improve my career prospects.

MSc from the University of London,

understanding of current accountancy

The hard work and time management

which is recognised worldwide for its

issues. Through learning how to

needed definitely paid off in the end.

great reputation, has given me great

become a better problem-solver and

Taking part in the discussions provided

confidence and the opportunity to gain

decision-maker I have improved my

was a great way to learn.’

valuable knowledge.’

career prospects.’

in a short period of
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Mapping out the future
From Pakistan to the Caribbean, from Nepal to Cambodia, ACCA has been bringing
together finance professionals and employers to help forward planning
Pakistan
Partners in prosperity
ACCA Pakistan hosted its
annual corporate dinners
in three cities – Peshawar,
Faisalabad and Multan.
The theme was ‘Partners
in prosperity: embracing
change, shaping futures’, and
the dinners were attended

ACCA president Brian McEnery gave a presentation on
talent at ICAC’s annual conference in Georgetown, Guyana

by senior accounting and
finance professionals in

ACCA Pakistan, highlighted

was Taha Hussain, chief

of Commerce & Industry,

leadership roles in a range of

the emerging trends in

operating officer of the

and the guest of honour

sectors and organisations.

finance and expressed

FGS group of schools

was Saleem Raza Asif, chief

his appreciation for the

and colleges.

commissioner at the regional

The dinners are an
opportunity to recognise

consistent support of key

the work of our approved

employers across Pakistan.

employers across the region

In Faisalabad the main

Muhammad Akbar, chief
manager at the State Bank

tax office in Multan.
Other guests included

of Pakistan, outlined the

representatives from the

in developing the finance

guest was Muhammad

bank’s plan to recruit ACCA

construction company

profession in Pakistan by

Saeed, president of the

members and explained

Ghulam Rasool, Shamim

nurturing the best talent.

Faisalabad Chamber of

how those it has already

& Co Pepsi Cola, the

Speaking at the events,

Commerce and Industry,

hired have added value.

conglomerate Fatima

Sajjeed Aslam, head of

and guest of honour

The Faisalabad dinner

Group, the textiles company

was supported by Rafhan

Mahmood Group, Solex

Maize Products, FGS and

Chemicals and Three Stars

Sitara Labels.

Hosiery Mills.

At Peshawar the chief
guest was Atif Khan,

Caribbean

minister for education
and power in the province

New horizons

of Khyber Pakhtunkhwa.

At the 35th annual

More than 100 guests

conference of the Institute

attended representing 70

of Chartered Accountants

organisations, including the

of the Caribbean – held

Bank of Khyber, the oil and

in June in Georgetown,

gas company KPOGCL and

Guyana – ACCA president

the US consulate.

Brian McEnery gave a well-

Chief guest at the Multan
Multan tax office chief commissioner Saleem Raza Asif
(second left) with (from left) ACCA Pakistan’s Muhammad
Shahid Khan, Sajjeed Aslam and Hassan Ashraf
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received presentation on

dinner was Khawaja Jalal-

‘Future-proofing the Talent

uddin Roomi, president

Pipeline: Accounting for

of the Multan Chamber

Generation Next’.
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The ACCA-sponsored

Members and non-

event – on the theme ‘New

members also took time

Horizons: charting the course

to visit ACCA’s booth to

together’ – attracted over

chat about the association’s

400 accounting and finance

work, upcoming events and

professionals, and blended

initiatives and to secure

learning and networking.

ACCA-branded material.

Two other ACCA

Deloitte’s Kimleng Khoy FCCA, who spoke at the Dewey
workshop, with ACCA Cambodia head Ratna Neou

The selfie station was a

members gave speeches

great hit and hundreds of

at the conference: Anthony

photos have since been

Zamore FCCA, senior

posted on social media.

manager at PwC Trinidad
and Tobago, who spoke on

Nepal

new and emerging cybersecurity risks; and Komal

First Council visit

Samaroo FCCA, chairman of

ACCA Nepal hosted its

Demerara Distillers, Guyana,

first-ever visit from Council

who spoke about promoting

in June. In a hectic two days,

an opportunity to look back

a Caribbean brand to the

ACCA deputy president Leo

on what has been achieved

world. Delegates also

Lee and director of emerging

in the past two years, and

Passport to success

celebrated the inauguration

markets Lucia Real-Martin

then forward to future plans.

ACCA Cambodia and the

of ICAC’s new president,

held fruitful meetings with

At an event for employers,

Anthony Pierre FCCA.

the country’s regulator, its

around 35 managers

jointly organised a workshop

auditor-general, the Institute

and senior managers

on career development

three-day conference,

of Chartered Accountants of

representing banks,

in accounting and finance

McEnery, Racquel Moses,

Nepal, learning providers,

insurance companies, other

at Dewey International

head of Europe and the

ACCA members, affiliates,

private-sector businesses,

University in Battambang

Americas at ACCA, and

students and employers.

international non-

province. It was attended

governmental organisations,

by 160 young employees

Over the course of the

ACCA Council member

A session with the

Cambodia

education provider Dewey

Kenneth Henry met regional

ACCA Members Advisory

audit and consultancy

and students eager to

institutes and members.

Committee (MAC) provided

firms and universities

learn about the ACCA

heard a thought-provoking

Qualification and careers in

presentation from Lee on

accounting and finance.

ACCA deputy president Leo Lee gave a presentation on
Generation Next at an ACCA event in Nepal

‘Generation Next’.
This was followed by a

Kimleng Khoy FCCA,
director at Deloitte

discussion, moderated by

(Cambodia), gave the

Real-Martin, with panellists

employer’s perspective on

including Lee, Rajendra

accountancy. Meanwhile

Khetan, president of the

Lee Sik Weng, director of

Nepal Britain Chamber of

the Inspire Professional

Commerce, and Shivani

Academy, gave a

Dixit, vice-chair of the MAC.

presentation entitled ‘Your

Last but not least, a new

Passport to Success’. Finally

appreciation and awards

Veasna Tek, managing

ceremony was a resounding

partner of accountants

success, with close to 180

VSDK & Partners, shared

people attending to see the

his experiences on how

successful members receive

to become a successful

their certificates.

professional accountant.
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The next steps

AB International Edition
September 2017
Volume 20 Issue 8

ACCA and CA ANZ are marking the first anniversary of their
strategic alliance with a series of joint initiatives

International editor
Annabella Gabb
annabella.gabb@accaglobal.com
Editor-in-chief
joanna.malvern@accaglobal.com

ACCA and Chartered
Accountants Australia and

Digital editor Jamie Ambler

New Zealand (CA ANZ)

Video production manager
Jon Gilmore

are marking the one-year
anniversary of their strategic

reports and technical

Sub-editors Tracey Beresford,
Lesley Bolton, Dean Gurden,
Peter Kernan, Jenny Mill, Eleni
Perry, Vivienne Riddoch, Rhian
Stephens

studies that will contribute

Design manager Jackie Dollar

to the development of the

Designers Bob Cree, Suhanna
Khan, Robert Mills

alliance by planning a series
of professional insight

profession and business

Production manager Anthony Kay

around the world.
With global trade and

Advertising
daniel.farrell@educate-direct.com
+44 (0)20 7902 1221

business in the headlines,
from Belt and Road to
sustainable development,

Head of ACCA Media
chris.quick@accaglobal.com

ACCA and CA ANZ’s

Printing Wyndeham Group

collaborations include:

*

Collaboration starts at the top: ACCA president
Brian McEnery with CA ANZ president Cassandra Crowley

research on the digital
world and its impact on
the profession

*

issues around ethics and
trust in a digital age,

academic roundtables
designed to promote

*

responses to international
consultations and

including the launch

and support the reach

of new research, and

of selected professional

Since the alliance was

related events (see the

insight reports

announced in June 2016,

exploring innovative

ACCA and CA ANZ have

ways of providing CPD

been working together on

reporting for non-

opportunities linked to

research and global events

executive directors on

research, insights and

with the International

boards globally

policy initiatives

Federation of Accountants

box below)

*

*

a paper on financial

*

exposure drafts.

(IFAC) about the tax system

Ethics spotlight

in G20 nations (see AB, June
2017), co-sponsored research

The next edition of AB will focus on the issue of ethics in a

with the ASEAN Federation

new technological era, with a number of articles on this hot

of Accountants on small and

topic. Our coverage will include an overview of ACCA’s Ethics

medium-sized businesses,

and trust in a digital age report – which explores the ethical

launched a corporate culture

and trust implications of, for example, big data and artificial

toolkit, and announced

intelligence – and details of ACCA’s Ethics and Professional

the co-location of staff in

Skills module, to be launched on 31 October.

London, Singapore, Kuala
Lumpur and Hong Kong.
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