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Welcome
In this issue we focus on Europe, from Greece’s re-emergence to Estonia’s role as a
technology hotspot, as well as exploring the issue of gender balance in the workplace
This special edition focuses on issues

be Europe’s number one hot spot for

affecting finance professionals across

technology entrepreneurs?
Other features in this joint February/

Europe. We profile three members who
have forged fulfilling careers in very

March edition explore women’s issues,

different sectors.

to coincide with International Women’s

In our interview on page 12 we

Day on 8 March. The World Economic

meet Dimitris Koutsopoulos FCCA,

Forum’s (WEF) Global Gender Gap

whose career at Deloitte in Greece has

Report 2018 highlights just how far

kept him engaged for two decades,

countries have to go to remove the

culminating in the job of CEO. He looks

disparity between men and women.

ahead at the future for business in the

It points out that deploying around

wake of Greece’s debt problems.

half of the world’s total talent pool

We also talk to Juraj Strieženec FCCA,

has a massive impact on the growth,

CFO of travel tech company Kiwi.com,

competitiveness and future-readiness of

about the disruptor’s impressive growth

economies and businesses worldwide.

(page 25), and to Vladimir Lagutin

At the current rate of change, the global

FCCA, CFO of Volvo Car Russia, who

gender gap will take 108 years to close

explains how his company is negotiating

while economic gender parity is 202

an aggressive market amid a turbulent

years off. Find out which countries are

economic environment exacerbated by

the most gender-equal on page 8.

financial sanctions (page 58).

Our article on page 42 looks at how

In further European coverage, we

professional services firms in the UK

focus on two contrasting sectors –

are actively setting targets for female

shared service centres in central and

partnership and offering support for

eastern Europe (page 28) and the

women to rise through the ranks.

AB

burgeoning fintech industry in the
Baltic states (page 32). Who would

Annabella Gabb, international editor

have thought that tiny Estonia would
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Garment workers in
Bangladesh went on
strike to demand higher
pay. In 2018 the country’s
4,500 textile and clothing
factories exported more
than US$30bn worth
of goods destined for
retailers including H&M,
Walmart and Aldi.

Sandra Oh became the
first woman of Asian
descent to co-host the
Golden Globes. The
Korean-Canadian star of
hit show Killing Eve was
also the first Asian woman
to win the award for Best
Actress in a TV Drama in
almost 40 years.

Venice is to introduce an
entry fee of up to €10,
which will be targeted
primarily at daytrippers
who arrive on hundreds
of cruise ships each year.
Mayor Luigi Brugnaro
said the tourist tax
would be used to keep
the city clean.

Designer David Byron
showcased a model of
Hyundai’s ‘walking car’ at
the 2019 CES tech event
in Las Vegas. Hyundai
Elevate, which can walk at
3mph over rough terrain,
climb and jump, could be
used for rescues following
natural disasters.
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News in brief
This edition’s stories and infographics from across the globe, as well as a look at
the latest developments and issues affecting the profession
EU ups AML rules

anti-money laundering

national regulators develop

longer be required. The

Stronger money laundering

(AML) supervision role

common standards and

consultation is in response

and terrorist financing

for financial institutions,

coordination procedures;

to an initiative by President

controls have been

ensuring AML rules are

perform risk assessments of

Donald Trump. ‘There is an

announced by the European

applied effectively in all

national regulators; facilitate

ongoing debate regarding

Union. The European

member states. The EBA

cooperation with non-

the effects of mandated

Banking Authority (EBA)

will collect information from

member states; and, where

quarterly reports and the

is to have an enhanced

national regulators; ensure

national regulators fail to

prevalence of optional

act, deal directly with non-

quarterly guidance,’ said

compliant banks. The new

SEC chairman Jay Clayton.

rules need to be approved

‘Our markets thirst for high-

The world has closed 68% of its gender gap across four key

by the European Parliament

quality, timely information

pillars of economic opportunity, political empowerment,

before they can be adopted

regarding company

educational attainment and health and survival, according to

and applied.

performance and material

Mixed picture on gender gap

corporate events. We

the World Economic Forum’s Global Gender Gap Report 2018.
Iceland is the most gender-equal country, a position it has held

Boosted role for euro

recognise the importance

for 10 years. If current rates were to be maintained in the future,

The European Commission

of this information to well-

the overall global gender gap will close in 61 years in Western

has published proposals

functioning and fair capital

Europe; 70 years in South Asia; 124 years in Eastern Europe and

to boost the role of the

markets. We also recognise

Central Asia; 135 years in sub-Saharan Africa; 153 years in the

euro as a reserve currency.

the need for companies

Middle East and North Africa; 165 years in North America and

The move is a response to

and investors to plan for the

171 years in East Asia and the Pacific.

US sanctions over trades

long term.’

Rank
1. Iceland
2. Norway

85.8
83.5

3. Sweden

82.2

4. Finland

82.1

5. Nicaragua

80.9

6. Rwanda

80.4

7. New Zealand

80.1

8. Philippines

79.9

9. Ireland
10. Namibia

8

% gap closed

79.6
78.9

with Iran that are based
in US dollars, following

ECA warning

America’s withdrawal from

The European Commission

an international agreement

and its Single Resolution

on Iran’s nuclear programme.

Board (SRB) should

The commission argued

continuously assess their

that as well as protecting

exposure to contingent

European companies

liabilities related to bank

trading with Iran, it would

resolution lawsuits, the

also ‘help improve the

European Court of Auditors

resilience of the international

(ECA) has warned. The

financial system’.

auditors reviewed possible
obligations of the SRB,

Quarterly reporting

commission and European

The US Securities and

Council arising from pending

Exchange Commission (SEC)

litigation against their

is seeking comments on

actions in resolving failing

whether quarterly reporting

or likely-to-fail banks in the

fosters ‘an overly short-

euro area. The SRB took its

term focus’ and should no

first decision in June 2017
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Net gains
Football finance in the UK is fascinating, not least because of the vast sums of money involved and
fluctuating fortunes of the clubs on and off the field. Watch our video for pitch-perfect analysis

Ready for kick off
•

Wolverhampton Wanderers
CFO Rita Purewal FCCA on
how Premiership promotion has
benefited the club

•

Millwall FD Steve Exley FCCA
describes uniting his passion for
football with finance
Deloitte specialist Tim Bridge
looks at the latest trends in
football finance

•

More information
See bit.ly/AFF-foot, or go to accaglobal.
com/AFF2018 to see this and other
sessions from our virtual conference.

regarding the resolution

SEC found that Hertz had

AML programme failed to

corporations, Glencore,

of Banco Popular. By May

understated expenses and

meet the requirements of the

Trafigura and Vitol, have

2018 some 103 legal cases

overstated income because

Bank Secrecy Act because

been accused by Brazilian

had been brought before

of inappropriate estimation

its automated surveillance

law authorities of paying

the General Court of the EU

methodologies in an

system did not receive

more than US$15m in bribes

against the decision, with

environment where there

critical data from all systems,

to Brazil’s state oil company,

another 30 cases being filed

was a strong emphasis on

undermining surveillance

Petrobras, at a press

against the commission and

meeting financial targets.

of tens of billions of dollars

conference on 5 December.

one against the council.

Hertz neither admitted nor

of transactions. In addition,

No charges had been laid

denied the complaint, but

the company did not devote

when this edition of AB went

agreed to pay the fine.

sufficient resources to AML

to press, but eight arrests

surveillance and the bank’s

have been made. Glencore,

Hertz Global fined
Hertz Global has been
fined US$16m by the US

AML failures

AML department failed to

Trafigura and Vitol all state

Securities and Exchange

Morgan Stanley Smith

properly monitor deposits

they will cooperate fully with

Commission (SEC) for

Barney, the US wealth

and trades in penny stocks,

the investigation.

accounting misstatements

management division of

despite the large size of

in the period February

Morgan Stanley, has been

these trades. Morgan Stanley

KPMG revenue up

2012 to March 2014. Pre-

fined US$10m by the US’s

neither admitted nor denied

KPMG International grew

tax income was misstated

Financial Industry Regulatory

the failings.

its revenues by 7.1% to

because of accounting

Authority (Finra) for anti-

errors, reflected in a 2015

money laundering (AML)

Companies accused

September 2018. Advisory

restatement, which reduced

failures, spanning five years.

Three of the world’s

revenues increased by 9.9%,

income by US$235m. The

Finra found Morgan Stanley’s

largest commodity trading

tax by 6.3% and audit by

US$29bn in the year ending
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4.8%. Asia Pacific delivered

Bill Thomas, chairman of

offices in 162 countries.

European Commission

the strongest growth in

KPMG International.

Wayne Berson, CEO of

does not have sufficiently

BDO USA and chairman

detailed information on how

regional terms, up by 8.7%,
with Europe, Middle East

BDO grows revenues

of the global board of

the money is spent. ‘The

and Africa increasing by

BDO’s global network

BDO International, said:

EU is the world’s biggest

7.3% and Americas by 6.2%.

grew revenues by 10.7% to

‘We will continue to invest

aid donor and NGOs often

Workforce increased by

US$9bn in the year ending

in our people and in new

play an essential role in

10,000 to 207,000. ‘KPMG

September 2018. Revenues

technologies to ensure

delivering that aid. But EU

is continuing with a multi-

increased by 17% in the

we continue to meet and

taxpayers need to know that

year global investment

Europe, Middle East and

exceed the expectations of

their money is being paid

programme, investing more

Africa region, by 7.8% in

our valued clients.’

over to properly defined

than US$4bn in innovative

the Americas and 6.6% in

new services, technology

Asia Pacific. BDO increased

Crowe audit penalty

commission will have to

and acquisitions over

its workforce in the year to

Crowe LLP has agreed to

account for it fully,’ said

the next four years,’ said

80,000 staff, based in 1,591

pay a penalty of US$1.5m,

Annemie Turtelboom, a

be censured, and retain an

member of the ECA.

organisations and that the

independent compliance

Qatar imposes ‘sin tax’

consultant to review its audit

Italy compromises

policies and procedures. The

Italy has agreed a deal with

US Securities and Exchange

the European Commission

Commission found that

over the government’s

Crowe, two of its partners

spending plans. The

and two partners of another,

commission had threatened

now defunct, audit firm were

sanctions if Italy did not

guilty of failures in relation to

scale back its budget

audits of the now bankrupt

deficit. However, additional

Corporate Resource Services.

spending by the French

Crowe’s audit team identified

government, to address

pervasive audit risks, yet

the demands of rioters in

failed to deal with them

Paris, changed the political

appropriately. The order also

context for the negotiations.

found that Crowe was not

Meanwhile, Italy agreed to

independent as a result of

reduce the planned budget

an ongoing direct business

deficit from 2.4% to 2.04%,

relationship with Corporate

up from the current deficit

Resource Services. Crowe

level of 1.5%.

and the individuals settled

Qatar has announced the imposition of a 100% ‘sin tax’ on

without agreeing or denying

Maldives support

alcohol in advance of the 2022 World Cup. A pack of 24 cans

the charges.

The Maldives has been

of beer will now cost 384 rials (US$105) and a one litre bottle

10

promised a US$1.4bn

of gin 304 rials (US$83). Alcohol is sold in Qatar only by a

Call for transparency

emergency financial support

state-controlled retailer, the Qatar Distribution Company, and

European Union (EU) funding

package from the Indian

is available in one shop, as well as licensed bars, clubs and

through NGOs must be

government. Maldives’

hotels. Qatar’s General Authority of Customs introduced a

more transparent, says the

new president Ibrahim

range of new taxes from the beginning of the year, applying

European Court of Auditors

Mohamed Solih sought help

also to tobacco, energy drinks and pork. A 14oz pack of

(ECA). The current system

with financing its US$3bn

bacon now costs 55 rials (US$15). Nearly 90% of Qatar’s

of classifying organisations

debt to China. The previous

population is non-native.

as NGOs is not reliable,

government approved

warn the auditors; also the

a five-year construction
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programme financed with

on activities. Saudi Arabia

Chinese capital, which

is dealing with a projected

Cities of the future

included a sea bridge

budget deficit of 131 billion

Bangalore is the top destination for foreign investment in

connecting the capital and

riyals (US$35bn) for this year.

fDi’s emerging market cities ranking. In the overall league,
Singapore was first for the third year in succession.

main airport. Aid of US$10m
and US$2.5m respectively

Dubai budget shift

has also been promised by

Oil revenues account

Rank

City

Country

the US and Japan.

for a mere 8% of Dubai’s

1

Bangalore

India

2

Ho Chi Minh City

Vietnam

US$15.5bn budget for

Top mining risk

this year. Infrastructure

The ‘licence to operate’ is the

investment of US$2.5bn is

3

Silao

Mexico

top mining risk, according

included, as the country

4

Pune

India

to a survey conducted

plans for Expo 2020. The

5

Chongqing

China

by EY. More than half of

budget is the same as last

respondents cited this as the

year, but is intended to

6

Suzhou

China

biggest sector risk. Licensing

create around 2,500 jobs.

7

Chengdu

China

concerns rose substantially

Some 64% of projected

8

Gurgaon

India

as an anxiety, having been

revenues are to come from

placed only seventh in the

non-tax sources. Director

9

Santiago

Chile

previous year’s report, Top

general of the government

10

Hyderabad

India

10 Business Risks Facing

of Dubai’s department of

Mining and Metals. Rising

finance, Abdulrahman Saleh

nationalism, changing

Al Saleh, said: ‘Dubai is

around 3%, whereas in the

EY SA partnership

community perceptions of

committed to the continued

US and UK they represent

EY South Africa has entered

miners and the impact of

development of its budget

at least 80% of the listed

into a strategic partnership

automation on the workforce

performance over the

market for real estate,

with a local black women-

have driven the change in

next few years to ensure

says PwC. The PwC study

owned practice, Motlanalo

ranking. Digital effectiveness

financial sustainability and

predicts a shift in business

Chartered Accountants

is the second highest risk

encourage entrepreneurship

models, with REIT investors

and Auditors.The aim

factor, with 70% of sector

in the emirate through

moving away from being

of the partnership is to

companies investing less than

economic incentives that will

‘generalist’ aggregators

enable both parties to

5% of their budgets on digital

contribute to attracting more

of real estate assets to

leverage Motlanalo’s skills

technology and services.

investments.’

becoming ‘specialists’ within

and knowledge, while

a particular real estate

the firm gains access to

asset class.

EY’s global network of

‘Islamic levy’ settled

Middle East REITs

Saudi Arabia’s largest banks

Real estate investment trusts

have reached a 16.7 billion

(REITs) are at present under-

Profit shifting loss

and auditing expertise.

riyals (US$4.5bn) settlement

represented in the Middle

Profit shifting by large

Motlanalo employs 23

with the kingdom’s tax

East, but are poised to grow

multinationals is responsible

permanent staff and is on

authority over an imposed

as the region’s real estate

for annual tax losses in

a strong growth trajectory.

Islamic levy. A revised zakat,

market matures in terms

South Africa of some R7bn,

It will continue to operate

or religious, tax had been

of quality and access to

according to a report from

under its existing name,

extended to include items

financing, concludes a PwC

the South African Revenue

without any change to its

previously exempt and to

report, The Emergence of

Service (SARS). Half of all

ownership structure. The

eliminate some previous

Real Estate Investment Trusts

the profit diversion heads

firm’s founding partner, Koko

deductions. The banks had

in the Middle East. In the

to Switzerland, where the

Khumalo, is a former senior

appealed against paying

UAE, market capitalisation

corporation tax rate is 8.5%,

partner at EY.

the latest demand, which

of REITs compared to listed

compared with 28% in

represents a 2.5% charge

real estate companies is

South Africa.

resources, integrated teams

AB

Paul Gosling, journalist
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Ready for reform
Despite years of austerity in Greece, Dimitris Koutsopoulos FCCA, CEO of
Deloitte Greece, remains optimistic about the prospects for business

I

n his office in the northern Athens suburb of Maroussi,
Dimitris Koutsopoulos FCCA, CEO of Deloitte Greece,
projects an air of being prepared for any challenge

– unsurprising perhaps, given the disruptions that have
dogged the economy of this southern European nation over

i

*

Tips
‘The ACCA Qualification provides a solid technical and
professional foundation for building a career, but the key
to success is specialisation.’

the past decade.
Following the 2008 global financial crisis, Greece
endured an uncontrolled government debt crisis,
requiring three separate bailouts from the European Union

*

‘Don’t waste time wondering where in the world to focus
your career. With the technological revolution that is

and the International Monetary Fund, worth a total of

taking place today, a person’s country of residence is

€310bn (US$360bn). In return, the government adopted

of little significance. You can easily live in Greece and

stringent austerity measures, including severe fiscal

provide services for a client in the US or the Middle East,

consolidation, as well as structural reforms to remedy chronic

and vice versa.’

economic distortions.
Koutsopoulos concedes that it has not been an easy
decade. He is under no illusions that Greece’s exit from the
bailout programmes in August 2018 will herald a period of
quiet stability in Greek markets. ‘The characteristics of the
public administration and market distortions are still causing

*
*

‘Knowledge is your most valuable asset.’
‘Have a zest for work, even if it’s not initially in your
dream career. Job opportunities for young people are
available in Greece, despite the economic challenges.’

challenges for our clients, and therefore for our organisation as
well,’ he says.
at least less hostile. In a country that values sociability and

Desirable reforms
He lists a number of measures that would help the country

personal relationships, this should be attainable, he says.
Such moves would go a long way towards persuading

move forward. He would, for example, like to see the

foreign investors that Greece is a safe place for their money.

economic environment become more welcoming to strategic

‘Greece has to convince the markets that it has achieved a

investors and businesses, and the government pruned of

return to sustainable growth,’ Koutsopoulos says. This in turn

excessive bureaucracy. Parts of the public administration

should lead to confidence that its current (still high) level of

could also be more welcoming to major private finance – or

public debt is itself sustainable.
With this in mind, Deloitte Greece recently undertook

i

Basics

a joint study with employers’ organisation the Hellenic
Federation of Enterprises into ways to enhance foreign direct
investment. The result is an ‘investment acceleration toolkit’

*

Deloitte Greece employs more than 800 people in

of policies, which he hopes might be used by the present

its offices in Athens and Thessaloniki.

left-wing government or future administrations to improve the

*
*

Deloitte began operating in Greece in 1975.

country’s competitiveness.
Foreign investment is only part of the solution, though.
‘Greece also has to carry out structural reforms to remedy
Clients include many leading Greek private and

the causes of the crisis,’ Koutsopoulos says, citing some

public companies in the commercial, financial and

hefty tasks: restructuring the public administration,

industrial sectors.

including the tax and judicial systems; liberalising closed
markets; and privatising and restructuring social, pension

12
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‘The characteristics
of the public
administration and
market distortions
are still causing
challenges for
our clients’
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‘We stand ready
to support efforts,
especially by young
people, to build
new, innovative
and outwardlooking businesses’

and health systems. The finance ministry, he says, is also

Koutsopoulos says. ‘Effort needs to be put into the adoption

ripe for reform.

of accrual accounting.’

‘A return to sustainable growth as a result of these reforms

financial, business and banking regulatory framework sparked

he says.

by the reform process have provided opportunities for Deloitte

A key problem is an outdated financial reporting regime

14

Current conditions and ongoing changes in the Greek

will definitely assist Greece in attracting strategic investments,’

Greece to add value for its clients. Entities it audits include

in the public sector. Currently, central government still

the country’s central bank and two major commercial banks

reports on a modified cash basis. ‘There has been discussion

– Piraeus Bank and Alpha Bank. It also provides professional

of the implementation of International Public Sector

services to the two main retail banks, National Bank of Greece

Accounting Standards, but that has not happened yet,’

and Eurobank, and the Greek banking association. During the
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he has spent his entire professional life at the firm, becoming
its youngest partner in 2006 at the age of 33, and rising
steadily through senior positions in financial advisory services
and consulting to take the CEO position in 2015.
‘When I started working here two decades ago, I did not
imagine that my career would develop so well within this
company,’ he says. ‘But over the years, opportunities arose
within Deloitte Greece that allowed me to accomplish a series
of achievements.’
He names one of his proudest achievements as the creation
of a cybersecurity team, which has won 23 domestic awards
to date for its work. He is also proud of the establishment of
Deloitte Alexander Competence Center at Thessaloniki, a
centre of development, creative thinking and productivity.
‘We visited Thessaloniki’s universities and discovered a lot of
young people with a thirst for knowledge,’ he explains. ‘That
kind of discovery delights me and gives me hope.’

Entrepreneurial explosion
Another opportunity for the firm that has arisen from the
financial and economic crisis is a rise in the number of startups.
As people have been laid off from steady jobs, many have
turned to entrepreneurship to make ends meet.
The firm has organised events for small businesses looking
to scale up their operations and provides services and
mentoring to startups. It also equips young entrepreneurs
with coaches. ‘We stand ready to support efforts, especially by
young people, to build new, innovative and outward-looking
businesses,’ Koutsopoulos says.
Such a broad level of service helps Deloitte thrive in the
country, where the audit and accounting market is particularly
competitive. Koutsopoulos says that the Big Four firms are less
dominant in Greece than in some other developed countries.
He believes, though, that reform of the Greek financial
reporting and supervisory rules will ‘contribute to enhancing
public trust in major global networks’.
With Deloitte having a considerable global reputation to
protect, such reforms will help the firm maintain the ethical
position that is part of its brand and baseline standards. If the
recent financial turbulence, the firm assessed the collateral of

firm is ever asked to draw up an aggressive tax minimisation

Greek banks’ non-performing exposures.

strategy, Koutsopoulos puts ethics firmly on the table. ‘As a
principle, we advocate the position that a responsible citizen

Upbeat
Koutsopoulos is excited about the opportunities

must be prepared to pay a fair tax,’ he says.
The same ethical stance is taken at any hint from a client that

opening up. ‘We are experiencing growth, especially

they might seek to break the law – by engaging in corruption,

in non-traditional services,’ he says, ‘and we see further

for example. ‘Ethics and compliance are non-negotiable,’

opportunities predominantly on the technology front.’

Koutsopoulos says.

AB

He himself has thrived during the 20 years he has been at
Deloitte Greece. Having joined the audit department in 1998,

Maria Panagiotou, journalist in Athens

February/March 2019 Accounting and Business

INT_INTER_Kouts.indd 15

15
16/01/2019 13:54

Still far to go
The accountancy profession has every reason to feel proud of its gender equality
achievements so far, but complacency would be a mistake, says Vanessa Richards
A few weeks ago, I had dinner with a

in countries where women have equal

colleague, a professional accountant

educational access and outcomes.
That should ring alarm bells for

who had recently presented at a
seminar for new graduates considering

those of us who do not want to see

joining the profession.

the next generation of women caught

She was heartened by the number

in similar traps. The accounting

of young women in the audience,

profession is changing rapidly in

comparing it favourably with her own

response to automation, regulation and

experience, when she was very much

globalisation. Future job growth is likely

in a minority. It’s certainly an impressive

to be in broader data management and

change. Four decades ago in Australia,

analysis areas – not just the financials.

women made up 5% of the profession:

What does that mean for women? It’s

they now account for slightly over half.

a worrying picture. Currently women

Gender balance in any profession

make up around a quarter of data

is something to be celebrated, but

professionals, yet only one in eight

there should be no resting on laurels.

chief information officers are women.

Professions perceived as feminine –

Women are twice as likely to quit their

nursing and secretarial work, say – suffer

data jobs as their male counterparts,

from lower levels of prestige and pay,

and almost half of those who do quit will

while professions with increasing female

move out of the profession altogether.

participation – pharmacy and medicine,

If the underlying issues here are not

for example – often experience a

addressed, the young women in my

concomitant decline in prestige and pay.

colleague’s seminar will again find

While gender is only one of a number

themselves locked out of these areas of

of factors, ‘feminisation’ of professions

future growth and power.

clearly correlates with a decline in pay,

Many within and outside the

driven by a complex interaction of social

profession are already working to

norms, demand for certain skills, and

address these issues. Collaboration

how those skills are valued.

across professional boundaries and

Women are also often effectively

a healthy dialogue between industry,

excluded from newly powerful

government and academia are needed.

professions. Private equity markets, for
example, have grown exponentially over
the past decade, yet less than 7% of
venture capitalists are women.
There are also disparities within
professions. Even in those with equal
or greater numbers of women, men
tend to dominate leadership positions
and the more prestigious specialities.
These disparities are now the primary

On International Women’s Day on

Professions with
increasing female
participation
often experience
a concomitant
decline in prestige
and pay

cause of the continuing gender pay gap

16

8 March, the equal representation of
women in accounting is something to
be celebrated. The equal representation
of women in positions of power and
reward is a commitment we must
continue to make.

AB

Vanessa Richards is a corporate
communications and governance
consultant in Australia.
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Worlds apart
The clarion call of #MeToo in the West is muted in Africa, where women’s paper rights
are often negated by deeply ingrained attitudes. #TimesUp4Africa, says Alnoor Amlani
Opposition to women who challenge

In 2018 the Western world was rocked
by sexual assault and harassment

power is often fierce. In Rwanda, Diane

allegations made against Hollywood

Rwigara, a financial accountant who

mogul Harvey Weinstein. And as the

stood for the presidency in 2017 against

#MeToo campaign has grown and

the incumbent Paul Kagame, faced

similar accusations against other men –

a 22-year jail sentence on charges of

in corporate and political life as well as

‘inciting insurrection’. The charges, which

the celebrity world – have piled up, the

she said were politically motivated, were

debate about appropriate behaviour in

ultimately dismissed as baseless in court.
Or take Kenya, where in line with

the workplace has been reopened.
In the US, reaction on Wall Street has

global guidelines the constitution of

included men declaring they will avoid

2010 stipulates that neither gender can

being alone with any woman other than

hold more than two-thirds of the seats

their wife. It’s a response that threatens

in parliament, but only 22% of current

a new gender segregation.

legislators are women, and male MPs

In Africa, though, people pay little

have refused to pass legislation to

attention. Even the African Union, which

enforce the rule. Across Africa, attitudes

actively promotes gender equality and

are much the same, or worse.

women’s empowerment, was last year

So what’s to be done? In December,

found not only to have failed to empower

the continent’s richest woman, Angolan

its female staff but also to have failed to

businesswoman Isabel dos Santos, spoke

protect them from sexual harassment.

at the United Nations in New York about

It is like another world, or certainly

how the stigmatisation of women in

another time. Here the battle for

the workplace is robbing economies of

equality has barely begun. The World

valuable innovators and barring women

Economic Forum puts the gender gap

from achieving their ambitions. She

in sub-Saharan Africa at 33.7%, the

believes this attitude can be changed by

third biggest among eight regions, and

ensuring young women can access the

estimates it will take 135 years to close.

same education, job opportunities and

The problem is that African women do
not have the same tools and power as
their sisters in the West. On paper, they
have rights – across the continent there
are provisions on sexual and genderbased violence, economic and social
rights, and the right to non-discrimination
in constitutions, policies and legislation.
But amid an everyday reality of
widespread poverty and cultures where
violence is deeply rooted, polygamy
widely practised and education levels
poor, paper rights are worth little.

potential for growth as men.

Amid an everyday
reality of
widespread poverty,
deep-rooted
violence and poor
levels of education,
paper rights are
worth little

She is right. If African women are
truly empowered to apply themselves
in any vocation without discrimination
or harassment, they can empower
their communities and create value.
International Women’s Day is on
8 March – let’s use it to launch a final
assault on all discrimination and
harassment in the workplace.

AB

Alnoor Amlani FCCA is a director with
the CFOO Centre in Nairobi, Kenya.
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Three little words
Emotional intelligence is as much of a must-have in the professional accountant’s
skillset as technical, financial expertise, says Robert Stenhouse

In an increasingly
technology-led
future, sustainable
advantage will
not come from
competing with
machines

come from competing with machines. It
is more likely to come from developing
our EQ and enhancing the skills and
competencies inherent in our humanity
– such as influencing, empathy and
perspective-taking.
The good news, for both you and me,
is that EQ can be learnt. This and many
other insights are in one of our latest
publications Emotional quotient in a
digital age. You can also take ACCA’s EQ
test online at bit.ly/ACCA-EQ-test.
This is the first president’s column I

how the other person is feeling, but also

have written since the turn of the year,

enables you to benchmark your own

keen to know how our members and

and the most important thing I want to

emotional state. These are the building

students feel about ACCA. I encourage

do in it is ask ‘how are you?’

blocks of your emotional quotient (EQ).

you to give us any feedback you can –

I have made a New Year’s resolution

the easiest way is by taking part in our

to improve my small talk. When we

this month’s issue about emotional

are in a rush and heavily focused on

intelligence (‘Emotionally charged’, page

getting the job done, it is very easy to

36), because human interaction and

Robert Stenhouse is a director,

skip the pleasantries and get straight

relationships are crucial to our profession

national accounting and audit,

down to business. In the short term,

and to our own personal development.

at Deloitte in the UK.

this behaviour may seem effective, but I

Unfortunately, and perhaps unfairly, the

have come to realise that, in the longer

accounting profession has traditionally

term, it demonstrates an acute lack of

had a reputation of being all about the

emotional intelligence on my part.

numbers rather than the people.

Asking ‘how are you?’ not only
provides basic information to assess

18

It is great to see the article in

More generally, we are always very

In an increasingly technology-led
future, sustainable advantage will not

regular customer satisfaction surveys.

AB

More information
Read about how EQ sets us apart
from the robots and how it could
become the human superpower of
the digital age, at accaglobal.com/eq.
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The view from

of global audit
regulators were given

Thomas Galea FCCA, audit director, KPMG Malta,
on keeping abreast in a changing world
The world of finance has

Audit fees remain the key

always been a passion of

issue, particularly as audit

mine. This, along with having

quality continues to be an

accountants and auditors

essential item on everyone’s

in my family, influenced my

agenda, including the

choice of study.

regulators. This pushes up

new enforcement
powers in 2018.

Source: IFIAR

costs. With the arrival of
As an audit director at
KPMG in Malta, I mainly focus on

mandatory rotation, the
concept of a client-for-life has changed.

Boxaudit
EY
headline
quality report
Voluptas
EY
has issued
eum,its
ipis
2018
mincte
audit
ped
quality
quis

mid-market clients – from international
groups in the hospitality industry, to

During my years in practice, one key

accullorest,
report,
which
sintecta
focusesvelest
on how
labor rereiciis

shipping, ports, pharmaceutical and

thing that I have learnt is that being

quos dollautetur?
technology
is reshaping
Qui nam,
the volor
audit

software companies. In my role as an

honest needs to be the order of the

sunt adi berit
function.
Kellyvene
Grier,pro
EY’s
quae
US chairman
commos

audit leader my main focus is dealing

day. Whether it’s dealing with clients

quaspit,
and
managing
si omnipartner,
lorem ipsum.
said: ‘The

with risk areas that are often complex.

or with staff, through honesty one can

Boxout
pace
of crosshead:
change is profound;
doluptur, our
sequamust
audit

Probably the hardest part of our work is

overcome any issue or challenge.

magni bera
practice
must
coribusdam
drive rapidettransformation
re nobist la

conflict resolution and ensuring quality.

dolorekeeping
while
con re volorer
a relentless
spercit
focus
autem
on as
The two things I love most about

rerum volut
quality.’
Frank
volorun.
Mahoney, US vice chair of

The world is a dynamic place that is

my job are meeting new people and

Boxout crosshead:
assurance,
added: ‘We
moditat
are accelerating
urehend

getting smaller thanks to technology.

working with the younger generation.

isciae.
our
digital
Gitae
audit
magnima
transformation,
ximporr

You cannot hope to move forward by

The first gives me an opportunity to

undenimilitour
leveraging
prem
global
culpaplatform,
dolore prae

maintaining your current reality: realities

broaden my horizons and face new

estrum rerem
developing
the
aborrup
skills ofturiantion
our people,
culpa
and

change, so firms need a strategy that

challenges, and the second allows me to

doluptus lorem
investing
in emerging
ipsum technologies,
dolor sit amet.all

focuses not just on current clients but

help young professionals develop.

with one goal: executing quality audits.’

As a member of ACCA’s International

Box headline
Russell
Voluptas
eum,
Bedford
ipis mincte ped
expands
quis

Mandatory rotation gives everyone

Assembly I am able to give back to the

accullorest,
sintecta
velest labor
Russell
Bedford
International
hasrereiciis

involved the opportunity to refresh.

profession. Through my input I can help

quos dollautetur?
Qui nam,
volor
appointed
Sheikh Qasem
International/

shape the professionals of the future

sunt adi
berit vene
promember
quae commos
Bayt
Al Hekmah
as its
firm in

and ensure that they have the right tools

quaspit, si
omnoditat
urehend
isciae.
Amman,
Jordan.
It marks
an expansion

to face the challenges to come.

Gitae
ximporrpresence
undenimilit
of
the magnima
global network’s
in

also on seeking out new opportunities.

With the arrival
of mandatory
rotation the concept
of a client-forlife has changed.
It gives everyone
the opportunity
to refresh

prem
culpa East
dolore
estrum
rerem
the
Middle
andprae
follows
other
Making it to director 12 years after I

aborrup
turiantion culpa
doluptus.
recent
appointments,
including
in the

started out at KPMG was definitely my

Ur, nihitiis mollaut
rerum
atum, core
Netherlands,
Albania,
Georgia,
the

greatest career achievement. It proved

saerae
aut que
pos
ex exerepe
US
andcus
Uruguay.
The
network
grew by

to me that by working hard you can

rroviducias
es venet
odit,
simporum
18.2%
last year,
having
added
more

achieve your dreams.

dolo 20
el eaquidis
corro blatios
than
firms. Stephen
Hamlet,qui
Russell
volupta quique
dit estemperum
Bedford
CEO, said
the aim was to recruit

I have recently taken up long-distance

doluptas
et,from
vollam
re que sus
eum hit
more
firms
developing
economies

running and am training for my first

aut occusaecus
essi omnihiciis
et lorem
and
that the subscription
structure
would

half-marathon. Hobbies apart, I unwind

ipsum
dolor sit
amet nunc.
be
reviewed
to assist
the process.

at home with my family.
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Killer? Thriller!
Far from dealing a mortal blow to the audit profession, blockchain technology seems
likely to generate a range of exciting new roles in the assurance sphere
Could the audit profession have been

advantage – and that of their clients.

is always scope for error and fraud. The

given a stay of execution? Blockchain,

They point out that as long as a human

uncertainty of human interference before,

or distributed ledger technology, has

element is involved (with the attendant

during and after a transaction means that

been touted as its executioner – after

risk of mistakes and fraud), a third party

you will always need an external audit.’

all, if all transactions are recorded in an

is needed to provide assurance over the

immutable chain of digital blocks, with

validity of transactions.

no apparent way of being altered after

Simon Padgett FCCA, a Vancouver-

the fact, it creates a perfect audit trail,

based cryptocurrency and blockchain

technology offers enhanced transparency

so dispensing with audit and auditors.

forensic accountant, doubts that

and accessibility to financial and

blockchain will kill off the auditor. ‘I don’t

non-financial information that could

to seek to stake a claim in this new

think so,’ he says. ‘Blockchain has the

profoundly affect record-keeping,

technology so they can use it to their

capability to eradicate audit, but there

reporting, assurance and governance.

Not so fast. Auditors are starting

20

That is not to deny that blockchain
will radically alter auditors’ operating
environment. As Padgett explains, the
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‘In a blockchain future, auditors
and forensic experts could be given

The ups and downs

a set of blockchain digital access

The blockchain audit pros (Simon Padgett)

“keys”, providing access to detailed,

*

timestamped information covering all
transactions,’ he says. ‘Such access
could have significant impact on the

*

auditors’ approach to their work.
Organisations that use the blockchain
will likely incorporate continuous
internal audits in their processes, supply
an audit trail, and provide account
analysis at the push of a button.’
While companies and auditors move
to embed blockchain applications and
platforms into the accounting and
finance environment, it is critical that
these systems do not become seen as
‘black boxes’ that offer – ironically –

Blockchain-based accounting systems could provide new ways to record and
report financial information.
Organisations could retain their double-entry accounting systems while parties to
a transaction could record their respective entries in a shared blockchain ledger,
allowing transaction integrity to be confirmed in the shared ledger.

*
*

Smart contracts could replace internal and external reporting functions.

*

Opportunities will be created for blockchain governance and forensics.

*

Blockchain environments have unique architectures and lack standardisation, so

*

There is a lack of knowledge and blockchain expertise within organisations to

*

Blockchain is a real-time technology without the historic ledgers that allow audit.

Blockchain ledgers could rapidly aggregate and consolidate financial reports in
real time, reducing monthly and year-end reporting delays.

The blockchain audit cons (from PwC)
each client must design a custom control environment based on their use case.
design control environments.

limited transparency and audit trails.
Katie Canell, audit innovation director

continuous auditing software. As

without the need for a central, trusted

powerful machines test for anomalies in

system of governance and controls, the

party controlling the process. However,

real time, with every transaction tested,

security and integrity of data within the

in reality, while an entry on the

longer-term patterns not evident to the

system, and the need to understand

blockchain can be trusted as an official

human eye will be spotted. Mid-tier

whether the platform or application is

record that a transaction occurred, it

firms are getting in on the action, too,

operating as intended over a period of

does not necessarily provide evidence

with BDO teaming up with Microsoft to

time are all critical aspects of being able

relating to the nature of the transaction,

develop blockchain technology.

to rely on the outputs.’

why it has occurred, or if all transactions

Challenges include the power
hunger of blockchain hardware, the

have been recorded.’

The need for trust

EY has recently announced the launch

risk of hacking and money laundering,

The creation of trust will be key to the

of its Blockchain Analyzer tool to help

unidentified errors, integration with

success and widespread adoption of

audit teams assemble an organisation’s

legacy systems, and obsolescence.

blockchain for accounting and auditing

entire transaction data from multiple

Canell believes regulation will also need

purposes. As Padgett explains, the

blockchain ledgers. Its auditors can

to be rethought: ‘There is a fine balance

internet has done a great job of data

then interrogate the data, analyse

between regulations adapting and

transfer. On the whole, the process

transactions, perform reconciliations

opening up opportunities for evolving

was trusted until banks began to

and identify outliers. It is also designed

technology, and technology driving the

crash in 2008–09 and questions were

to support testing of multiple

need for change.’

raised about the transfer of value –

cryptocurrencies managed or traded by

in particular, currency value. It is no

exchanges and asset managers.

coincidence that 2009 was when bitcoin

‘These technologies lay the

appeared. ‘There was mistrust in the

foundation for automated audit tests

financial system, so there was a need for

of blockchain assets, liabilities, equities

a new financial channel, a trusted way of

and smart contracts,’ says Paul Brody,

moving value, not just data,’ he says.

EY’s global innovation blockchain leader.

And this is where an auditor can still

PwC has also launched blockchain

be involved. Canell says: ‘Distributed

validation software, which combines

ledgers are founded on the basis that

a risk and control framework with

AB

Philip Smith, journalist
More information
Watch on-demand ACCA’s
Accounting for the Future session on
blockchain: accaglobal.com/AFF2018.
You can get CPD units by answering
questions on this article at accaglobal.
com/abcpd.
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they promote trust and resilience

at Deloitte, says: ‘The validation of the
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Beauty in simplicity
An overhaul of International Standards on Auditing would
benefit smaller entities, a recent ACCA report argues
No one reads accounting or

could, and should, be more accessible

auditing standards for fun, but is it

and understandable.

strictly necessary for so much of the

22

The report focuses specifically on the

technical literature surrounding the

application of International Standards

profession to be almost impenetrable?

on Auditing (ISAs) to smaller entities.

Professional rules and regulations

The view that ISAs can be burdensome

are, by their nature, complex, but a

when applied to the audits of some

new ACCA report argues that they

smaller and less complex entities is not
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new; for years practitioners have argued

all existing standards in this format,

drafting and redrafting standards as they

that ISAs are difficult to apply to some

although it concedes that this may

are reviewed in working group sessions

companies and require procedures that

seem impractical given the IAASB’s

and board meetings. ‘It may take time

are often unnecessary. But this report,

current constraints.

for the board to become accustomed

Thinking small first: towards better

The IAASB itself has previously worked

to a methodology that is, initially, more

auditing standards for the audits of

to simplify its standards. In 2004 it began

conceptual and may depend less upon

less complex entities, goes further in

a comprehensive project to revise and

detailed drafting,’ says the report, but

suggesting a solution that, it argues,

reformat all its existing ISAs, in response

may also make standard setting more

would benefit all auditors, regulators

to complaints that they were too

efficient in the long run.

and the general public.

complex. Known as the Clarity Project,

The report adds that ‘while there

the work resulted in a separation of the

may be some temporary issues while

attempted over the years to simplify

requirements of ISAs from application

transitioning towards this new way of

ISAs and address the cost/benefit issue

material and took several years to

working, the benefits for users and for

for smaller companies. In general,

complete. More recently, the IAASB has

the public interest make this a price

proposed solutions have taken one of

been gathering views from practitioners

worth paying.’ It points to the ‘key

two routes: allowing audit exemptions

in order to better understand the areas

concepts’ sections of the revised ISA

for smaller companies; or developing

that concern the auditors of SMEs;

315 issued in 2018 as evidence: this

a separate, simplified set of standards

this feedback will be used to guide its

section is written in simpler English that

for small, non-complex entities. The

future direction.

is much more accessible to users and

A number of initiatives have been

problem with both approaches is that

allows them to understand the overall

they create a ‘two-tier’ view of the

flow of the rest of the standard more

audit process, which can impact public
confidence in the rigour of audit.
ACCA’s position, and that of many
others, is that audit should be scalable –
a single product that can be applied to
all types of entity. An audit, as the report
puts it, should be an audit.

Simpler structure
So, the report suggests an alternative.
Instead of exemption or separate

Existing support
processes for
high-quality
implementation
could be
folded into the
standard-setting
process itself

quickly. ‘ACCA believes that, with the
right support, the IAASB could move
towards drafting all of its standards in
similar language.’
The benefits of the proposal,
concludes the report, are clear: ‘Simpler
language and a simpler structure would
benefit all auditors, as they would be
able to understand auditing standards
more easily, and could identify more
quickly the requirements that apply
to their specific situation.’ There are

auditing standards, it proposes that

wider benefits, too, for audit regulators

auditing standards should be written
The report recognises that rewriting

and for the public understanding

structure, for all audits. This would

all auditing standards is a major project

of audit: ‘Publicly, there is a lot of

require the International Auditing and

that will take time and which may

suspicion about whether auditors are

Assurance Standards Board (IAASB)

lengthen development. It suggests that

fulfilling their responsibilities under

to put in place a process to write any

some of the existing support processes

auditing standards. The structure and

new standards (the report argues that

for high-quality implementation of ISAs

complex language of the standards

applying the proposal prospectively

could be folded into the standard-

can make them difficult for lay users

rather than retrospectively would make it

setting process itself. ‘For example,’

to understand.’

more manageable) in simpler language,

it says, ‘some of the thinking about

with a structure that accommodates the

workflow and scalability could be

to understand will make the audit

needs of auditors of smaller and less

brought forward and communicated

process more accessible to a wider

complex entities, starting with the most

within standards.’

range of users – and that has to be a

using simpler language and a simpler

basic requirements and building up.

It also suggests that more of the

In the medium term, the report adds,

drafting be carried out by specialist

the IAASB could commit to rewriting

teams. The current approach relies on

Simpler standards that are easier

good thing.

AB

Liz Fisher, journalist
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202
years

The view from
Agnieszka Kossakowska ACCA, finance manager, IAC
Group, Opole, Poland, and finder of hidden patterns
I graduated in finance and

solutions. Every time I solve

banking with management

an issue, I feel good.

accounting at the Warsaw
to close the economic gender

School of Economics, and

My ACCA Qualification

gap globally.

became an ACCA member

was the key reason I was

Source: World Economic Forum

in 2015. Knowing that the

hired for my previous role,

ACCA Qualification would

as FD at Magna. Normally,

Tax admin ‘transformed’

open doors to the best and

companies prefer not to risk

most interesting roles inspired me on my

recruiting someone from outside and

Developments in tax software, real

career journey – from a clerk at Danone

without experience of such a position.

time reporting and data analytics are

all the way up to finance manager at car

transforming the capabilities of tax

parts supplier IAC Group.

Some time ago I had a strict career
path in mind. Now I know that the world

administration, according to PwC and
the World Bank’s report Paying taxes

My latest challenge has been to set up

changes too fast. Specific career goals

2019. Peter Reilly, a PwC tax policy

a greenfield factory at Opole in Poland

can narrow your field of vision and stop

leader, said: ‘Businesses have a huge

for IAC. I work as part of the local plant

you seeing the opportunities all around.

opportunity to use data analytics in their

management team, providing advice

tax functions to optimise data for greater

and direction on financial operations

I actively support ACCA’s cooperation

insight and efficiencies.’ The report

that impact plant performance. This

with accredited universities in Poland

shows that on average companies pay

requires a high degree of initiative,

and I share my knowledge through

a total of 40.3% of their profits on tax

creativity, communication and problem-

ACCA Academy workshops. I also

globally and 39.3% in the EU.

solving ability.

deliver speeches motivating students to

Digital skills shortage

I like creative work. It makes me

As a trainer I have to understand and

Companies across Europe are struggling

happy to perceive the world in new

prepare the latest material in order to

to recruit and retain talent with digital

ways, to find hidden patterns, to make

deliver the courses. This keeps me up

skills. EY’s Building a Better Working

connections between seemingly

to date with all the latest developments.

Europe concludes that almost half of

unrelated items, and to generate

I was honoured with the ACCA Poland

invest in their professional development.

Member Engagement Award 2018.

companies lack cybersecurity, artificial
intelligence and robotics skills, adding
that digitally mature companies record
better top-line growth. Andy Baldwin,
area managing partner for Europe,
Middle East, India and Africa, said: ‘The
reskilling and upskilling of Europe’s
workforce need to take an inclusive
view on what talent means, implement
comprehensive people strategies and
commit to investing in the training and
development of existing staff alongside
the recruitment of new employees.’

I like to perceive
the world in new
ways, to make
connections
between seemingly
unrelated items,
and to generate
solutions

My biggest achievement has been
combining family life with my personal
development. I am a wife and a happy
mother of two teenagers. I have also
carried out improvement processes in
mature companies and taken part in
creating an organisation from scratch.
I enjoy sport. During the winter I ski, and
the rest of the year I ride my bicycle. I
also like to travel and explore new areas
of Poland and Europe.
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Sky’s the limit
Kiwi.com CFO Juraj Strieženec FCCA explains how tech-driven business disruption
has allowed the airline ticket and travel agency to deliver staggering growth rates
In a strikingly relaxed workspace in

Overseeing the company’s

the Czech Republic’s second city Brno,

achievements is its Slovak-born CFO, Juraj

in the south of the country, groups

Strieženec FCCA, who combines a long-

of professionals lounge on blue bean

held personal interest in the tech sector

bags, intent on their laptops. This

with work in a ground-breaking online

unconventional space is the home of

business. ‘I’ve been lucky enough to be in

Czech travel technology company

the right place at the right time,’ he says.

Kiwi.com, a relative newcomer in the

His part in Kiwi.com’s achievement won

sector but one that is rapidly making its

him the CFO Club’s Czech Republic CFO

mark. In October 2017, it was ranked

of the Year award 2017.

‘We need to
know yesterday
about the bottom
line so that we
can adapt – in a
matter of days or
a week – to the
new situation’

as the fastest-growing technology
company in central Europe by Deloitte,

Finance and truth

with a growth rate of 7,165% (in 2018

As for so many in the profession, it

it landed second place in the same

was scientific curiosity that guided

Technology Fast 50 list by notching up

Strieženec to his auditing career. ‘Even

towards maths and science,’ he says.

growth of 14,377%).

at elementary school, I always leaned

‘And I believe finance provides quite an
objective view of reality, so that’s how I
ended up in auditing.’ As a teenager, he
dreamed of working for a Big Four firm.
After studying finance at Masaryk
University in Brno, followed by a year
of postgraduate business studies in
France, he fulfilled his goal, joining EY
Czech Republic as an assistant auditor.
Strieženec regards his time at EY as like
a ‘second university’, and says it gave
him the opportunity to build extra skill-

i

CV

2016
Appointed CFO, Kiwi.com

2015
Became financial manager at
Y Soft Ventures

2009
Joined EY Czech Republic as auditor,
later promoted to senior auditor
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sets and fully understand the dynamics
of finance.

Meanwhile, across town, local
entrepreneur Oliver Dlouhý was trying

With six years at the Big Four firm in

to book and link together cheap flights

Prague under his belt, he switched to IT

from more than one operator. In 2011,

solutions company Y Soft Corporation

he turned to a web developer to create

in Brno, where he was part of a team

a search engine for flight combinations,

that launched a venture capital arm. As

and in 2012 founded Kiwi.com, then

a financial manager in Y Soft Ventures,

operating as Skypickers.com.

his main responsibilities were setting up

What differentiates this fast-growing

the financial dynamics for the new fund,

business is its ‘virtual interlining’ service.

reviewing prospective investments and

Using a proprietary algorithm, Kiwi.com’s

helping startups in the portfolio with

software allows customers to create

their financial management.

itineraries that include flights from a mix

Strieženec believes his move from

of both low-cost and standard airlines.

EY to a tech startup was a natural

The company also guarantees cover for

globally without the constraints that

progression. ‘It was a logical step

missed connections or delays.

some industries face, such as the cost

to move on to a tech project – I’m

of transporting goods. And we don’t

a technical person. At university,

Big buy-in

need special permission to operate in

my roommate was an IT guy, so we

With the help of a cash injection from

different countries.’

worked on IT projects even then, and

Czech investor Jiří Hlavenka, Dlouhý

at EY I was heavily involved in audits of

set up the company, initially offering a

and customer experience improvements

companies from the IT sector. I always

simple fare aggregator and flight ticket

in the sector have also benefited the

tried to work on engagements with a

booking service.

company. ‘Today, we book everything

technological component.’

In 2013 and 2015, local e-commerce

The general tech-driven cost cutting

online and have paperless boarding

investors pumped a further €200,000

passes. We accept it as completely

and €1m respectively into the business,

normal, but 20 years ago such an idea

which expanded further. It financed

was revolutionary. And the internet,

integration with the Amadeus global

of course, is everywhere. It would be

2012

distribution system, resulting in one

unimaginable for millennial customers

The year the company was set up –

of the world’s largest local flights

not to have access to it.’

originally, as Skypicker.com before

databases. Investment from external

being rebranded in 2016 to

sources to date has totalled €1.5m.

i

Basics

Kiwi.com as the business added travel

The company may have been starting

Expansion’s downside
But skyrocketing expansion has

bookings (that can link everything

from a low base, but its 2015 revenue

not been without its problems for

from hotel rooms and holidays to car

growth of 1,500% year on year is striking

the finance function. ‘Accounting is

hire, ferries and taxis) to its original

by any measure. Later the same year,

not the first thing the founders and

flights-only booking service

the introduction of virtually interlined

management of fast-growing tech

itineraries boosted business still further.

companies are thinking of,’ Strieženec

2,400

Strieženec offers what he calls ‘a nice

says. ‘At the beginning, there is often

Number of direct and indirect

statistic’ to demonstrate the scale of

no one around who has purely finance

staff that the Brno-based company

growth in another way. ‘In the last half

experience and finance knowledge.

employs in 20 locations on five

hour of our conversation, we made

continents

twice as many bookings as we made

company, there are lots of established

in an entire month in January 2014,’ he

rules and policies you need to comply

says with a grin.

with. In smaller companies, it’s much

30,000
Average number of airline seats

He attributes much of the company’s

Kiwi.com sells each day from 90

success to technological change,

million searches

thanks to which ‘we could sell our
product all over the world, rolling out

26

‘We could sell
our product all
over the world,
rolling out
globally without
the constraints
that some
industries face’

‘When you work at a global listed

more agile, and finance heavily follows
the business.’
The pace of change poses other
challenges too. As Strieženec explains,

Accounting and Business February/March 2019

INT_YCORP_Juraj.indd 26

16/01/2019 13:59

Strieženec notes that airlines have
‘not been that flexible and have been
slow in adapting to changes’. He
cites overloaded infrastructure, lack
of capacity and long delays between
airport project announcements and
actual completion as challenges for the
whole sector.
But he is confident about the
future. ‘The airline market has been
growing in the past 20 years, despite
many challenges. First we had 9/11,
then we had the financial crisis of
2008, but the market has continued
to grow and the development has
been steady. More people are
travelling, more often and over
longer distances. At Kiwi.com we are
providing a solution for the traveller
by the traveller. We aim to make the
whole experience of travel better – it’s
that simple.’

AB

David Creighton, journalist in Prague,
Czech Republic
Kiwi.com CFO Juraj Strieženec (centre) at the company’s headquarters
in Brno, Czech Republic.

i

*

Tips

traditional finance operations tend

only a few, very large transactions may be

to be one month, one quarter or

undertaken over any six-month period.

one year behind what happens. ‘This

‘I’m always asked about the turnover for

arrangement is very, very slow for a

yesterday or last month,’ he says. ‘When

finance, it is imperative to

business like ours, in which changes

I ask the banks for the account balance

understand the basics of statistics

happen extremely fast,’ he says. ‘We

at midnight, they give me the balance

and mathematics.’

need to know yesterday about the

in Prague or London or Japan, then I

bottom line so that we can adapt – in a

have to aggregate the information by

matter of days or a week – to the new

adjusting the data manually.’

situation and adjust the product in order

Kiwi.com’s success is in part due to

*

‘Hard skills are essential
in the finance sector. To
understand the dynamics of

‘The world is changing faster
than ever. Try always to be on
the edge of what is happening

to be competitive on the market. This

the rapid speed of implementation of

right now and aware of what

is really hard. Our finance infrastructure,

innovation, coupled with the company’s

is being developed in the

ie our banks and business partners,

fast-paced global expansion. ‘We

global marketplace.’

are used to reporting only monthly,

are currently introducing a world first

quarterly or yearly. It’s difficult for them

– “intermodal interlining”, whereby

to understand we need to request data

passengers will be able to book flights,

right now about live transactions.’

hotels, buses, ride hailing, ferries and so

To illustrate the complexity of
reporting, Strieženec contrasts Kiwi.com’s
experience with that of businesses where

on all in one app,’ Strieženec explains.
What happens next partly depends

*

‘Do not underestimate the
power of social behaviour.
People often behave irrationally
when viewed purely from an
economic perspective.’

of course on the state of the airlines.
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Evolving status
The shared services sector in eastern Europe has moved on from its low-cost
finance roots, with wider-ranging centres of excellence the latest evolutionary twist

It is nearly 20 years since shared

28

‘They are a central Europe success

‘Today, they need to be selling the value

services centres (SSCs) began to

story,’ says Jonathan Appleton,

of brilliant people and their ideas, rather

gravitate towards central and eastern

executive director of the Association

than saving money on salaries.’

Europe (CEE), lured by labour and

of Business Service Leaders (ABSL)

living costs that were substantially

in the Czech Republic. The key to

Strength in quality

lower than those prevailing in western

that success has been the ability to

Salary differentials highlight a further

Europe. Today, the gap in costs has

respond creatively in a rapidly changing

driver of the SSC market in CEE: high

narrowed, yet SSCs still thrive in the

market, setting the sector on a path

standards. Roman Pavloušek FCCA,

region, providing opportunities for

of continuous evolution. ‘SSCs are

general manager of the finance service

finance and other talent.

diversifying and adding value,’ he adds.

centre at Sweden-based compressor
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maker Atlas Copco, which relocated its

Appleton continues. ‘We want to make

SSC from India to the Czech Republic.

sure there is talent available but also

the internet of things, and artificial

‘Quality went up, and customers are

opportunities for career growth in the

intelligence to become commonplace in

very happy,’ he says. ‘The combination

sector. So we provide education and

SSCs, although the latter will come later.

of quality, geographical proximity and

training for staff to skill themselves up.

There will be an effect on employment.

reasonable costs is working.’

We encourage them to reach out to

Pavloušek says: ‘Jobs will disappear.

work with partners – for example, ACCA

According to estimates, 50% to 60% of

Appleton. He says: ‘There’s a phrase

in the case of finance functions – so they

positions could be replaced in the next

that’s used in relation to the sector in

can take on more complex roles.’ He

three to five years.’

this region: we came for cost, but we

adds that how an SSC trains its staff has

stayed for quality.’

a direct impact on its capabilities.

That comes as no surprise to

CEE-based SSCs are delivering far

In the future, analysts expect robotics,

But the spread of technology will
not simply mean mass redundancies.

SSCs have come to be regarded as

‘Employees will work in new jobs, and

better standards and providing such

much more attractive environments to

the “free” workforce can develop new

higher value services that customers are

work, and far greater attention is now

specialisations,’ Pavloušek predicts.

sticking with them and attracting others.

paid to their layout and design. A new

‘They will be sitting on piles of data

‘New SSCs are still coming into the

and will need to structure it and make

region, even into existing hotspots such

analyses possible.’

as Prague or Brno,’ Appleton says.

Robo-ready

But SSCs cannot stand still, they must
adapt, by going far beyond a solely
financial remit: AB InBev, Johnson &
Johnson and Siemens, for example,
have built up successful multifunctional
SSCs. Arjen Sader, global business
service expert at law firm Dentons,
says: ‘Finance and IT were among the
first services to come to SSC, and new
higher-value activities are joining them,

‘We encourage
staff to reach out to
work with partners
– for example,
ACCA – so they
can take on more
complex roles’

such as security and digital development,

Analysts believe it is crucial for SSCs to
be prepared for the new technologies.
‘The level of successful robotics and
artificial intelligence projects is still
low,’ says Sader. ‘Are SSCs ready to
implement automation full-scale?’
He also argues for new training to
support upskilling and reskilling and
to close the human resources gap in
the SSC sector: ‘A change in education

in addition to marketing, sales and

systems is required to be able to deliver

analytics, and HR.’ Industry players add

generation of staff are also enjoying the

human resources that can optimally

that SSC functions are expanding to

flexibility – by working more from home,

serve the sector in the near future’.

include IT, logistics and customer care.

for example.

When it comes to predictions about

Industry players dismiss the

where the market is heading, industry

Big employer

suggestion that time spent working

specialists expect the sector to level out

Staffing levels are increasing as a result,

at an SSC is ‘limiting’ on the path to a

in parts of CEE. ‘I don’t expect to see

and the sheer number of businesses

leadership position in a finance career.

big growth, says Frisell. ‘The employee

moving services to CEE, around 2,000

Petter Frisell, SSC director at coatings

numbers will stay the same; however

in total, provides further evidence of

company PPG Industries, says: ‘It’s a

the work will be higher level and

industry buoyancy. Appleton says that

good career path. We’re hiring graduates

more interesting.’

ABSL figures put the number of SSC

and also have a wide talent pool for the

employees in CEE at well past 750,000.

broader PPG finance organisation. PPG

greater degree of competition between

‘One message that we want to share

is an interesting illustration – our CFO

CEE countries for the SSC market.

is just how big this sector has become

started off as an accountant at an SSC.

‘Poland is the giant, but Romania is

since it started in the early 2000s,’ he

It’s a great story for us.’

maturing, and Bulgaria and the Baltic

says. ‘We predict it will reach a million
employees within two years.’
Investing in and developing
employees is ‘part of SSC DNA’,

Not everyone agrees on the career

Meanwhile Sader is predicting a

countries are growing too,’ he says.

AB

benefits, though. Sader, for example,
believes there is still ‘considerable

David Creighton, journalist in Prague,

room for improvement’.

Czech Republic
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Credible non-financials
The growing demand for non-financial performance reporting makes a mechanism to
guarantee its credibility and comparability an ever more pressing need for businesses
In the past two decades integrated

itself pioneered a ‘core and more’

decisions, but also senior managers, and

reporting, sustainability reporting

corporate reporting approach that

even consumers and workers relying on

and disclosures on corporate social

would organise financial and non-

it to decide whether to buy products or

responsibility and environment,

financial information on the basis of

sign employment contracts.

social and governance issues (ESG)

users’ interests.

have all begun to find their way into
corporate reports as investors and

It’s not just investors who rely
on corporate information to make

Europe and the International Auditing

others have come to realise that

and Assurance Standards Board (IAASB),

organisations’ prospects are affected

experts agreed that while EER best

by non-financial factors as well as

practice has been established, the

by financial performance. As these

expertise to deliver it well, especially

emerging forms of external reporting

outside western Europe, is often lacking.

(EER) have multiplied, so too have calls

Initiatives aimed at promoting quality

for a system to assure users that the

non-financial reporting include an

non-financial information supplied is

EU directive of 2016, which requires

credible and of reliable quality.

companies with more than 500

Andrew Gambier, ACCA’s head

employees to report on ESG matters.

of audit and assurance, says there

Other initiatives include the Corporate

is growing demand for EER among

Reporting Dialogue, which seeks to

investors. ‘Among other things, EER

align the existing reporting frameworks

information enables them to assess

for non-financial information better.

the extent to which management is
keeping on top of emerging risks and
opportunities,’ he explains.
Hilde Blomme
FCCA, deputy CEO
of Accountancy
Europe, a federation

Gambier points to three key
developments contributing to
best practice in EER
assurance: enhanced
reporting on the United
Nations’ Sustainable
Development Goals

of 51 professional

(SDGs), climate-

organisations from

related financial

across Europe, says:

disclosures (notably

‘More companies

the 2017 call from

are seeking to

the Financial

obtain assurance

Stability Board’s

over non-financial

Task Force on

disclosures,

30

At a high-level meeting in Brussels
late last year, organised by Accountancy

Climate-Related

potentially as

Financial

part of their

Disclosures for

annual reports.’

companies

Accountancy

to estimate

Europe has

the financial
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impact of climate risks on their business),
and more transparency on tax strategies.
While environmental reporting has
been a feature for decades for some
organisations, particularly chemical
companies, the preoccupation with
paying a proportionate amount
of tax is an emerging corporate
responsibility issue.
Globally, though, non-financial

Key challenges your assurance provider will face

*
*
*
*

Governance and control need a robust system free from ‘material misstatement’.

*

Are the differences between limited and reasonable assurance understood?

Criteria should be relevant, complete, reliable, neutral and understandable.
Evaluating what should be included in a report is the hardest task.
Narrative and future-oriented information is more subjective than historical/
financial reporting.
And is limited assurance sufficient?

Source: IFAC

reporting is in its early stages,
so concrete assurance is hard to
apply. ‘There is a lack of robustness

Gambier believes there are questions

Middle East, India and Africa, that a

and comparability in non-financial

over how to apply materiality and

five-star system on assurance features

disclosures,’ says Blomme.

the difference between reasonable

may help explain what’s important in a

assurance and limited assurance.

company’s annual performance report.

Even within Europe, the take-up and
extent of EER is variable. In Italy, France

Delegates at the Brussels event

‘People don’t want to read detailed food

and Spain, for example, adoption

agreed annual reports contain far

hygiene reports when they go out to

levels are high, even compulsory, but

too much superfluous or ‘immaterial’

eat, but they’re happy to look at a food

other countries lag some way behind.

information, which can turn users

hygiene rating sticker in the doorway,’

Birgitte Mogensen, chair of the CSR

off. Gambier says: ‘Users will ignore

he points out. ‘Perhaps assurance could

committee at FSR, the association of

irrelevant information to an extent, but if

learn from greater accessibility.’

Danish auditors, says: ‘Only 17% of

there is too much they may be unable to

businesses – the big companies – use

find what is really important to them.’

EER in Denmark.’

He believes opposition to setting

Marek Grabowski, chair of the IAASB’s
EER task force, stresses that EER
accessibility and understanding is key,

standards on the basis that defining

and that the clock is ticking. ‘In 30 years’

Sparing with the detail

criteria is too difficult is a delaying tactic,

time, the world will look different,’ he

The IAASB believes any EER assurance

adding that everyone knows pollution

says. ’EER won’t be “emerging” forever;

guidance should not be overly detailed.

impact, for example, should be among

we already also call it “extended”

It aims to develop ‘non-authoritative’

the criteria. ‘For the most part company

external reporting.’

guidance (see box) using its existing

managers do know what users want to

revised ISAE 3000 assurance standard.

see,’ he says. ‘The challenge is finding a

laws emerge, it is clear that ultimately

way to force them to disclose it.’

it will be down to companies to pick up

Blomme agrees it is too early to
develop subject matter-specific
standards for EER assurance. However,

He agrees with Andrew Hobbs,
EY’s public policy leader for Europe,

Whether EER guidance, standards or

the ball and run with it. Richard Martin,
ACCA’s head of corporate reporting,

she expects the IAASB guidance to

says: ‘Regulators and standards-setters

prove ‘very helpful in increasing the

can set out objectives and principles, but

quality and reliability of non-financial
information and addressing challenges
arising in assurance practice’.
Gambier believes an assurance
standard would help those wary of
EER indicators. ‘It would help inspire
greater confidence in EER, which might
encourage more people to engage with
the information and give management a
greater incentive to do EER well,’ he says.
The IAASB’s EER project has identified
several challenges for EER assurance.

Whether guidance,
standards or laws
emerge, it is clear
that ultimately it
will be down to
companies to pick
up the EER ball and
run with it

good application must first and foremost
come from companies being persuaded
to do it.’ He believes such practice will
be driven by the market, peer pressure
between companies, surveys and
stakeholders asking questions.

AB

Liz Newmark, journalist in Brussels
More information
Read about the IAASB’s guidance
project at bit.ly/EER-guidance.
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The silicon shore
The Baltic states at the outer edge of the European Union are among the bloc’s
smallest, least populous nations, but they are surging ahead in the global fintech race

T

he Baltic states of Estonia, Latvia and Lithuania are

fast growth. And that external focus has been backed by

world leaders in financial technology. According to

effective government policies that promote innovation.

the World Economic Forum report Europe’s Hidden

Entrepreneurs, Estonia is Europe’s number one hotspot for

Estonia

technology entrepreneurs, with Latvia third and Lithuania

Estonia’s reputation for high-tech expertise was enhanced by

seventh. Technological development, including fintech, sits

the emergence of Skype, now a household name the world

at the heart of economic progress in these small countries

over. The country is also home to hundreds of less well-known

around the Baltic Sea in north-eastern Europe.

fintech startups. The technological development of the most

‘On a recent ranking of the world’s 100 most innovative

northerly of the Baltic states owes much to entrepreneurs from

fintechs, as many as 33 were from the European Union, and

other countries, attracted by the government’s e-residency

within the EU, the Baltics are at the forefront,’ says European

programme. This allows non-Estonians to form companies and

Commission vice president Valdis Dombrovskis – himself a

fully engage in Estonian banking, payment processing and

Latvian. ‘This is linked to many factors, including the early

tax systems. The scheme was launched at the end of 2014 and

adoption of digital technology, a culture for startups and

aims to bring 10 million e-residents into the country by 2025.

innovation, and growing crossborder cooperation.’
For a trio of small countries that only joined the EU in 2004,

32

Lithuania

having emerged from the shadow of the Soviet bloc just 13

Lithuania meanwhile has promoted its payments infrastructure

years earlier, this is an impressive achievement. The small

and a supportive regulatory environment to lure global

size of the domestic market in the three states – they have

entrepreneurs, not only from Europe, but also from Israel and

a combined population that, at just over six million people,

Singapore. As many as 35 fintech companies were set up in

is little bigger than Singapore’s – has encouraged emerging

Lithuania in 2017, tripling the size of the sector, which employs

companies to focus on export markets, driving them towards

nearly 2,000 people.
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Fintech in the Baltic states
Cutting-edge startups from the fintech heartland include:

*

Debitum Network of Lithuania is ‘an innovative hybrid
ecosystem for small business financing’ with blockchainbased funding approvals. It accepts cryptocurrencies.

*

EstateGuru describes itself as the leading European
marketplace for short-term, property-backed loans, having
facilitated over 500 of these, with a value in excess of
€80m. The company has offices in Estonia, Latvia, Lithuania
and the UK, and over 15,000 investors.

*

Funderbeam is the world’s first marketplace for earlystage investments secured by blockchain technology. Set
up in Estonia, it now has its headquarters in London and
branches in Singapore and Croatia.

*

Mintos is a peer-to-peer lending marketplace that enables
retail and institutional investors to invest in fractions of
mortgage, personal and business loans that originate
across Europe. It was set up in Latvia in 2015 and now has
offices in Brazil, Russia and South-East Asia.

Silicon capitals: like Vilnius in Estonia and Tallinn
in Lithuania, the Latvian capital Riga is a thriving fintech
hub on the shores of the Baltic.
Vilius Šapoka, Lithuania’s minister of finance, told a

*

TransferGo is a low-cost e-money transfer system. Set up

*

TransferWise is another low-cost e-money transfer system.

in Lithuania in 2012, it is now headquartered in London.
Originating in Estonia in 2010, it now has four million
customers, 11 offices on four continents and 1,300 staff.

*

Twino P2P describes itself as one of the three largest peerto-peer investment platforms in Europe, having arranged
€380m in loans since it launched in Latvia in 2009. The

recent conference: ‘In such a short period of time Lithuania

company also has operating bases in Denmark, Poland,

became the fastest-growing fintech hub and it is not going

Russia, Georgia, Spain and Kazakhstan.

to stop... We are offering tax holidays for startups, a fast
licensing process, a regulatory sandbox at the central bank,
and a friendly newcomers programme at the central bank.

‘Riga, Vilnius and Tallinn are all now thriving fintech hubs – it’s

Furthermore, if you do R&D activities in Lithuania you can

not unreasonable to suggest that they are now beginning

deduct your expenses by triple the amount.’

to rival London and Berlin as silicon cities in the Central

The regulatory sandbox allows companies to test financial

and Eastern Europe region. As a result, the region has an

innovations in a live environment for up to six months

exceptionally strong talent pool, and top fintechs are able to

under the supervision of the central bank. During this

recruit top professionals.

time, participants are subject to simplified regulations and

‘In Latvia, this quality is tied to the education infrastructure.

supervisory requirements. If the services work well in the test

We have a substantial base of financial experts, in part

environment, companies are permitted to start operating in

because we have significantly more universities focusing on

normal conditions.

relevant sectors than other Baltic countries. In our region, this
industry has something of a symbiotic relationship with our

Latvia
Talent is vital for the region’s fintech businesses, according

education system, which has a real focus on financial services.’
A skills advantage leads to strong businesses, adds

to Roberts Lasovskis, investment platform lead at Twino, one

Lasovskis. ‘Industry employs top tech talent, and the

of Latvia’s successful startups. ‘It has become quite common

technology talent pool in Latvia is getting better and better.’

AB

for the world’s leading fintechs to base themselves, and
specifically their service centres, in the Baltic region,’ he says.

Paul Gosling, journalist
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Global expansion
Emerging markets are expected to dominate growth among the world’s megacities
(urban centres housing 10 million or more inhabitants) over the coming decades

Trajectories of the titans
Growth in population and GDP in the world’s current 33 megacities (at least 10 million inhabitants) is predicted as follows:
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150%

Real GDP growth

Population growth

Estimated % growth 2017–30

Source: Euromonitor and Global Cities Institute,
mapped by Visual Capitalist

Estimated % growth 2017–30

Megacities in the making
By 2030, the Indonesian capital of Jakarta is expected to be the biggest megacity of all, with 35.6 million inhabitants,
and a further six locations (shown here) will have joined 2017’s 33-strong megacity roster.

Baghdad (Iraq)

Bogota (Colombia)

Chennai (India)

Chicago (US)

Dar es Salaam (Tanzania)

Luanda (Angola)

Africa to lead the big parade

Japan in reverse

The four biggest cities in the world by 2100 are shown below.

A falling birth rate will lead to urban shrinkage in Japan.

In total, 13 African cities are expected to have overtaken

Tokyo will fall from top spot by 2030 as Japan’s aging

New York in population by 2100.

population turns into population loss in the capital.

88.3

10.6

83.5

9.1

Lagos,
Nigeria

Kinshasa,
DR Congo

Population 2010 (millions)

73.7

4.4
Dar es Salaam,
Tanzania

67.2

20.1
Mumbai,
India

Osaka will be the world’s most elderly megacity, with
31% of its population aged 65 or over.

Population 2100 (millions)

February/March 2019 Accounting and Business

GL_I_Graphics.indd 35

35
08/01/2019 16:30

Emotionally charged
You may tick all the boxes in terms of traditional indicators of intelligence, but tapping
in to the ‘EQ superpower’ can elevate you above others, says Dr Rob Yeung

36
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T

here is a lot of talk and many words written on
the topic of emotional intelligence (EQ). But

Hone your EQ

is its supposed importance actually supported

Why do so many people continue to smoke cigarettes,

by real evidence?
Consider for a moment the skills that lead to success for

drink too much alcohol, never get off the sofa, or eat fatty
and sugary foods? The reality is that they almost always

partners in large professional services and management

understand the factual arguments against such behaviour

consulting firms such as PwC, KPMG or the Boston Consulting

perfectly well but continue because of the emotional

Group. (Full disclosure: I worked as a consultant for two years

benefits conferred. The same is true in the workplace:

at BCG). In a major study, researcher Richard Boyatzis worked

colleagues may understand a factual argument but

with the human resources department of one such firm to

stubbornly resist because they don’t feel it’s right for them.

identify the skills and behaviours that led to exceptional

Emotions trump logic.

performance in the firm’s senior partners. At the time, the firm

In practical terms, emotional intelligence is all about

had around 3,000 partners worldwide. For the sub-sample

controlling and using your emotions to achieve desirable

of senior partners under study, average annualised revenue

outcomes, but before you can control and use emotions,

per senior partner was US$2,438,000, with an average gross

you must first have a good understanding of them in

margin of 57%.

yourself and in others.

Each senior partner was scored by peers, subordinates
and the office of chairman – effectively their boss – on

FAR analysis

cognitive intelligence skills such as their knowledge, pattern

When I give training on leadership and emotional

recognition and systems thinking. They were also scored on

intelligence, I sometimes recommend undertaking a ‘FAR’

emotional intelligence skills such as their empathy, coaching

exercise for developing an awareness and understanding

and leadership.

of emotions:

After tracking the financial performance of the senior

1. Feelings. At several points throughout each day for

partners for seven successive quarters, the researchers

a week, put a name to your emotions, whether they

found that several cognitive skills, such as knowledge and

are positive, negative or a mix of both. It’s possible

pattern recognition, were not meaningful predictors of

to feel more than one emotion at once, so aim to

high performance. Of the 14 skills that predicted senior

name them all. For example, you may feel pride i

partners’ financial performance, 13 (93%) were to do with

a friend’s achievement, envy that it did not happen

emotional intelligence and only one to do with cognitive,

to you and worry that you are behind with your own

traditional intelligence.

goals. Evidence suggests that people who have a

The study suggests that traditional intelligence measures

large emotional vocabulary – who are more able to

are necessary but insufficient for truly high performance. So

distinguish between subtly different emotions – are

yes, you need to pass exams, gain qualifications and continue
to gather knowledge about your discipline, the competitive

usually more able to control them.
2. Actions. Write down how the mix of emotions led you

landscape and the world; however, all of that only gets you in

to behave. For instance, did you sulk and withdraw

through the door. To truly elevate yourself above those around

from the situation? Did you make snide comments?

you, you must hone your emotional skills.

Did you belittle the other person’s achievements to
make yourself feel better? Or did you simply end

Defining EQ
The identification of the skills that comprise EQ is
often credited to Yale University’s Peter Salovey and the
University of New Hampshire’s John Mayer in the early

up procrastinating?
3. Response. Write down what in theory would have been
a more adaptive, beneficial action that you should in
hindsight have taken.

1990s. Since then, most organisational and performance

You could try performing a similar exercise with clients and

psychologists, including me, continue to define emotional

other stakeholders. After important meetings, spend a few

intelligence as the ability to recognise, understand and

minutes listing the emotions that you detected in other

use information about emotions in oneself and others. In

people during your interaction with them. This will enable

terms of developing these skills – whether in salespeople or

you to develop a more nuanced understanding of other

accountants, hotel managers or teachers – I break them down

people’s emotions.

into the following four components:
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*
*

Being able to recognise emotions in yourself – for
instance, being aware when you are fearful, sad, irritable,

Seven quotients for success

embarrassed, aggressive and so on.

EQ is one of following seven key quotients that ACCA’s

Being able to manage your own emotions. Sometimes

research, Professional accountants – the future, has

people allow their emotions to drive their behaviour – eg

highlighted as important for professional accountants to

when they feel angry and lash out at others, or when they

develop in order to add value for employers and clients.

feel sad and withdraw from others. However, people who
are better able to manage their own emotions are more
quickly able to calm anger or turn their own fear into hope,
for example.

*

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

An awareness of emotions in others. How is each

defined standard while maintaining the highest standards of

individual around you feeling at any particular moment

integrity, independence and scepticism.

in time? Is your client feeling enthusiastic or proud,
anxious or frustrated? Are your colleagues bored or tired,
interested or inspired? Emotionally intelligent people

*

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

understand that emotions fluctuate frequently. For

thinking, reasoning, solving problems and the ability

instance, your client or customer may experience many

to understand and analyse situations that are complex

different emotions during the course of a single meeting.

and ambiguous.

The ability to manage emotions in other people – for
example, by guiding, calming, and inspiring or using other
methods such as compassion, assertiveness and humour.

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

This fourth component comprises the high-level skills of

situation, make connections, explore potential outcomes

being able to negotiate with opponents, coach individuals,

and generate new ideas.

influence customers and ultimately lead entire teams.
See tips for honing these skills in the box on the previous page.

Digital (DQ)
The awareness and application of existing and

Predicting success

emerging digital technologies, capabilities, practices,

Some consultants and advisers claim that emotional

strategies and culture.

intelligence is more important than traditional intelligence in
predicting success. However, that is probably not true.
In a wide-ranging review of the published scientific evidence

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

on emotional intelligence, researchers led by Ernest O’Boyle

those of others, harness and apply them to tasks, and

at Longwood University in Virginia concluded that components

regulate and manage them.

of emotional intelligence ‘increment cognitive ability and
personality measures in the prediction of job performance’.
In other words, cognitive ability (ie IQ and other measures

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

of what we typically think of as intelligence) predicts job

extrapolating existing trends and facts, and filling the gaps

performance to a certain degree. Personality measures (eg

by thinking innovatively.

the extent to which a person is extraverted, conscientious,
and agreeable) are also separately able to predict job
performance. However, adding emotional intelligence skills

Experience (XQ)
The ability and skills to understand customer

into the mix allows us the very best prediction of who might

expectations, to meet desired outcomes and to

succeed and who might stagnate in their careers.

create value.

The implication: it helps to be smart; it helps to have a
winning personality; but emotional intelligence really does
make a meaningful difference, too.

AB

Dr Rob Yeung is an organisational psychologist at leadership
consulting firm Talentspace.
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More information
Read about EQ as the superpower of the digital age and
measure yours at accaglobal.com/eq. See this and the other
quotients for success at bit.ly/ACCA-drivers.
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Force for good
Countries need to cut employment-destructive labour taxes and increase
resource and pollution taxes to help build a sustainable global economy

T

ax has long been a policy tool of choice all around

The report stresses the urgent need to focus taxation

the world for influencing social and economic

on resource use and pollution rather than on labour. It

behaviour. But can it be used to help drive a

describes adapting tax systems in this way as a ‘survival

sustainable global economy?
This is the challenge explored in a recent ACCA report
by Femke Groothuis, co-founder of the Ex’tax project – a
thinktank focused on fiscal innovations to boost the United

of the fittest’ challenge: it is not the biggest or strongest
that will survive, but those that adapt in time to changing
circumstances.
Groothuis notes how tax systems have evolved over recent

Nations’ Sustainable Development Goals (SDGs). The report,

centuries – the 18th-century window tax in England and Wales

Tax as a force for good: rebalancing our tax systems to support

has been replaced by fossil fuel duties and progressive income

a global economy fit for the future, calls for a rebalancing of

tax in the modern world. But this evolution was firmly rooted in

tax systems, and sets out how governments must think more

the industrial revolution, and as we enter the fourth industrial

widely about what they should be taxing, and how those tax

revolution – one driven by data and technology – so tax

revenues should be put to use.

systems around the world need to adapt accordingly.

The headlines may be dominated by whether multinational

The starting point for this discussion centres on the UN’s

companies are paying their ‘fair share’ of corporate tax around

17 SDGs, described as humanity’s ‘to-do list’. Unemployment,

the world, but Tax as a force for good focuses on other, less

underemployment and vulnerable forms of employment are

publicised taxes – in particular, labour and green taxes. It is

highlighted as part of Goal 8 (decent work and economic

these taxes that can directly impact the world’s social and

growth), making the point that the global economy is nowhere

economic challenges of unemployment and pollution.

near achieving full and productive employment.
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start to fall in the next 12 years if large-scale natural and human

How to green the tax base

risks are not to play out irreversibly. Air pollution, mostly from

Femke Groothuis suggests the tax base can be shifted away

vehicles and industry, kills millions every year, while a truck load

from labour and income and towards a greener regime by:

of plastic waste is dumped in the oceans every minute.

*

Putting a price on pollution and natural resource use.

term negative impact on the global economy caused by

that suit national circumstances best. In light of the Paris

carbon dioxide emissions in 2017 alone was US$16 trillion,

Climate Agreement, the abolition of fossil fuel subsidies

while the global welfare losses from pollution stand at US$4.6

and the creation of effective carbon pricing are the likely

trillion a year, or 6.2% of global economic output.
Despite this, polluters do not pay. ‘Considering that we live

first candidates.

*

The figures given in the report are staggering. The long-

Countries can start with the low-hanging fruit – options

Using revenues to lower the tax burden on labour and

in an era of climate change, water scarcity and geopolitical

improve social protection. Careful design is required to

tensions over fuels and materials, it would be wise to use
natural resources prudently,’ the report
points out. ‘Our tax systems,

ensure the needs of vulnerable groups are addressed
through increased social protection or income support.

*

however, are currently not

Monitoring and adjusting. In a fast-changing world, tax

aligned with the goal of

systems will need to adapt much faster than before.

sustainability, as the use of natural
Groothuis argues that this creates
a barrier to inclusive growth. It has
been calculated that just $0.64 of
every dollar an employer pays in
labour costs ends up in employees’
pockets (the so-called labour
tax wedge). Research shows that
high taxes on labour income can
hamper job creation and work
incentives. High payroll costs are an
incentive for employers to minimise
headcount, and affect employees’

Green taxes are
growth-friendly
– they distort the
economy less than
taxes on labour
and income,
and incur low
administrative and
transaction costs

resources tends to be relatively taxfree, or even subsidised.’
It is not as if there aren’t options
for green taxation. The policy toolkit
developed by Ex’tax provides an
overview of more than 100 ‘green’
tax base options that are available
to governments, including ways to
tax air pollution (such as carbon
emissions), energy, food production
inputs, fossil fuels, metals and
minerals, traffic, waste and water.
Each category is divided into
subcategories. The waste category,

decision to enter the labour force

for example, is broken down into

and the number of hours they work
(the effect is particularly strong among low-income workers,

electronic waste, packaging, nuclear waste, sewage, landfill

single parents, second earners and older workers).

and other types of waste.

This matters, argues the report, because on average across

Green taxes can be highly effective at changing behaviour

the 36 member countries of the Organisation for Economic

and averting environmental damage. The UK’s landfill tax, for

Co-operation and Development (OECD), more than half of

example, has been instrumental in reducing the amount of

all the tax revenue comes from labour. Other countries – the

waste dumped in the ground by 44% since 2000. And when

emerging economies of Africa, Asia and Latin America – rely

the Stockholm, Sweden, began taxing vehicles to reduce the

more on sales taxes, but still raise significant amounts via

volume of traffic, air-borne pollutants dropped by up to 20%,

labour. Green taxes hardly get a look in.

decreasing the incidence of childhood asthma by 40%.

No alignment with sustainability

friendly – they distort the economy less than taxes on labour

This disparity is at the heart of the report. Many of the

and income, and the administrative and transaction costs

world’s greatest social and economic challenges relate to

are lower than other taxes, notably income tax. Compared

disadvantageous environmental mega-trends – climate

with emissions trading systems and direct regulation, green

disruption, pollution and consumption patterns. The report

taxes provide more opportunity for recycling the revenues

cites the latest Intergovernmental Panel on Climate Change

by reducing other taxes to compensate in part, or even to

(IPCC) analysis, which warns that global carbon emissions must

overcompensate, for any welfare loss that may occur.

Crucially, the report argues that green taxes are growth-

40
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Green taxes fall as a percentage of GDP
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Business as catalyst

of total tax revenue in OECD countries (generating revenue

Business can play an important role in promoting the shift

equal to 1.6% of OECD GDP) – see the graph above. Having

to a greener and more sustainable tax system. The report

put the case for green taxes, Groothuis sets out the steps

says: ‘The private sector can become a catalyst for better

that can be taken to shift the tax base towards a green tax

policy by engaging proactively with governments to push for

system – see box on opposite page. But she concedes that

forward-looking policies to promote circular and inclusive

implementing such a strategy is not easy – short political

business growth.’

lifecycles do not encourage long-term strategies, while

Circular business models require a shift away from the linear

industries with a vested interest in maintaining the status quo

take-make-waste industrial model to a carbon-neutral and

are often powerful lobbyists. International coordination would

regenerative approach in which products are ‘made to be

also be required, and followers of the OECD’s BEPS (tax base

made again’. The report cites many ways in which businesses

erosion and profit-shifting) project will be well aware of just

are leading through innovative models, but governments can

how difficult it is to reach agreement in principle, let alone put

do more to support circular business initiatives.

any policies into practice.
In addition, an often heard worry is that environmental taxes

The report concludes: ‘By rethinking the design of our tax
systems in a holistic way, taxes can become a tool supporting

can aggravate income inequality, as low-income households

the ambitions of an inclusive global economy that is fit for the

spend a higher share of their income on energy-intensive

future.’ In other words, tax can be a force for good.

AB

goods. In practice, though, plenty of policy options are
available to alleviate the impact on specific households.

Philip Smith, journalist
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A boost for balance
Female partners are still a relative rarity in professional services. But UK firms are
working to rectify this and could prove an example for some other parts of the world

T

he gender imbalance at the top of professional

points’ during people’s careers. The firm is now focusing on

services firms is stark. At PwC, for example, in

trying to recruit more women at entry level, retain them when

the 2018 financial year women accounted for only

they reach middle-level roles, and develop and support them

20% of the global partnership (up from 13% in 2006).

to help them keep progressing.

Similarly, across KPMG’s international network, only 16%

‘It’s not about fixing the women; it’s about changing the

of EMEA partners (covering Europe, the Middle East and

culture, structures and mindsets within the organisation – as

Africa, including India) were female, although the picture

well as making interventions to ensure equality of opportunity,’

was somewhat better in the Americas (22%) and Asia

Rowe says. ‘While programmes and targets are important,

Pacific (23%).

they won’t succeed in really changing the diversity or gender

Alison Temperley, former PwC tax consultant turned

balance within the organisation without that focus on the

management coach and leadership expert, is struck by such

underlying culture – in terms of hours, the way people behave

imbalances, given that far more equal numbers of men and

and ways of working.’

women enter these organisations. Temperley, also author of

In 2014 Deloitte UK introduced an approach called ‘agile

Inside Knowledge: How Women

working’. Rowe explains: ‘It’s about

Can Thrive in Professional Services

providing an environment where

Firms, says women are drawn to

people are judged on the value

such businesses ‘because they are
perceived as meritocracies that
require the skills and intellectual
power that they have excelled at
previously at school and university’.
But something then goes wrong.
Traditional theories for low female
partner rates include the assumption
that some women leave in their 30s
because balancing family and work
life is too difficult. Female character

‘It’s not about
fixing the
women; it’s about
changing the
culture, structures
and mindsets
within the
organisation’

they bring and the contribution they
make – not time spent in the office.
People can flex their hours, work
from home or another office and
be trusted to do their job.’ Deloitte
also has more formal, contractual
flexible working arrangements where
staff can work fewer hours. In 2018
it also introduced annualised days
contracts, enabling people to work
a reduced number of days a year,

traits perhaps also play a part.

which can, for example, enable

Temperley thinks women tend to

school-term-time-only working.

be more perfectionist and scared of failure than men, but less
likely to attribute successes to their own capabilities or actions.

Sponsorship programmes
Development programmes focused on women are now the

Firm action

norm in many firms. Return-to-work initiatives – where women

Whatever the reasons, professional services firms are taking

and firms can see how well they fit together over a six-month

action. Many are setting targets. In the UK, for example, PwC

period – are also widespread. One area of particular current

is aiming for 24% female partners by 2020 (up from 20% now);

focus, however, is sponsorship. Deloitte UK runs female

and Deloitte has a target of 25% by 2020 and has made a

sponsorship programmes for some of its senior women, which

commitment to achieve 40% by 2030 (up from 19% now).

can take a variety of forms, including a one-to-one relationship

Clare Rowe, culture and inclusion lead at Deloitte UK, says
the firm has had ‘a real focus’ on gender since 2014, when it
introduced a gender balance action plan. This has seen the
firm focus on actions designed to address potential ‘pain

42

with a partner. ‘The partner, as their sponsor, can advocate for
them, open doors and provide connections,’ Rowe says.
Sarah Churchman, UK head of diversity, inclusion and
wellbeing at PwC, also sees sponsorship as one of three key
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Taking ownership
Women can take steps themselves to further their career
prospects. Author and coach Alison Temperley encourages
women to communicate their achievements – including
the financial contribution they make, not just highlighting
‘inputs’ such as their knowledge and hard work. PwC’s Sarah
Churchman agrees. ‘It’s about helping people to understand
what you have done,’ she says. ‘But it’s also about making your
aspirations and ambitions clear. Otherwise assumptions may
be made about you.’
This could manifest as ‘benevolent bias’: an assumption,
for example, that a working mother won’t want to be
assigned to a top engagement because of the long
hours required, when that individual may have made
provisions to be available. ‘It’s about having open and
honest conversations,’ Churchman says.

factors that will help bring more women through to the top in

These and other

her firm. Sponsors are available to talented female directors

initiatives applied

and senior managers. ‘A sponsor is somebody who is more of

internationally

an advocate for these people – not just a mentor,’ Churchman

do seem to

says. ‘It’s about making sure women are getting access to the

be having an impact. Globally, PwC’s female partner

right networks as well as visibility.’

admissions across the international network increased

Another key factor involves making PwC business
unit leaders accountable for achieving gender and
ethnicity targets across four grades, from manager to

from 23% in 2013 to 30% in 2018. And market forces may
be helping women’s cause, too.
‘When we are pitching for work, so many clients now want

partner. The third is about fair work allocation, after analysis

to see a diverse proposal team,’ says Churchman. ‘In addition,

suggested that men and women were not gaining the

most people from the millennial generation want much greater

same access to the highest profile engagements. ‘We now

flexibility in how, when and where they work. So the focus we

produce quarterly reports for all our business unit leaders

now have on transforming work is helpful not just for attracting

so they can see, for their top 10 revenue-generating clients,

younger people, but is also really helpful for women.’

AB

the proportion of women and men on those engagements,’
Churchman says.

Sarah Perrin, journalist
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Time to transform
With technology changing every aspect of business, speakers at the World Congress
of Accountants were clear that finance teams have to embrace digital transformation

I

t’s no secret that just about every organisation in every

to the success of any transformation, but securing capital

industry is undergoing a continual process of digital

expenditure to invest in a back-office function such as finance

transformation – but where does this leave finance

can be a challenging exercise. ‘You’ve got to be able to sell

teams? What role should these bastions of security, stability

an idea, and I don’t think finance people are typically very

and compliance play in today’s world of continual change,

good at that,’ said Daniel Papallo, global planning and finance

where the ability to innovate can make or break businesses?

transformation controller at medical device company Cochlear.

The short answer is that finance leaders must reshape their

Instead of starting a business case with the mechanics

own teams to help deliver the wider digital transformation that

and costs of the proposal, Papallo suggested emphasising

is taking place in their organisations. Finance functions must be

the benefits of change and how these contribute to the

set up to advise stakeholders on the drivers of business growth,

organisation’s broader goals. ‘If you can sell that, and you can

including productivity and continual performance improvement.

actually make an emotional connection to the problem, then

That was the view of finance leaders who spoke at the World

that can be really powerful,’ he said.

Congress of Accountants (WCOA) in Australia last November.
‘Our role in finance is to really enable, support and drive

Show them you can do it

the business to change and be successful in the long term,’

Hopkins said that demonstrating credibility had been crucial

declared group CFO Janelle Hopkins, who has spent the past

when she was trying to secure management approval to

five years masterminding the transformation of the finance

transform Australia Post’s finance team. ‘We actually self-

department of postal services provider Australia Post.

funded some of the transformation by taking cost out of the

Reflecting on how she began the transformation process,

team before we’d even delivered it,’ she said. That allowed her

Hopkins said: ‘The first thing I did was spend time with my

to show senior leaders that her team had the ability to deliver

senior leadership team, and I talked to them about the need

change that would benefit the business.

for us to change and transform.’
Obtaining buy-in at executive level is absolutely critical

With executive approval secured, Australia Post’s
transformation occurred in stages. ‘The only differentiator
between a good finance function and a bad one is the people

Top transformation skills

and capabilities you have,’ said Hopkins, who focused on
the people side of the transformation first. ‘I took the top 60

Curiosity and communication are two of the key attributes

people within the finance function and said, what do we need

in a finance team undergoing transformation, according to

to do to really become a leading-edge finance function?’

delegates polled at the World Congress of Accountants.
Reflecting on the poll, Australia Post group CFO Janelle

Hopkins and her team identified several transformationunderpinning soft skills – including negotiation and

Hopkins said, ‘It is about curiosity and challenge,’ adding that

collaboration prowess – that were required in order to engage

the right training was crucial in making sure that people were

effectively with colleagues in other business units. The finance

willing to get their point of view across.

department invested accordingly in training and development,

Daniel Papallo, global planning and finance transformation
controller at Cochlear, added: ‘Building communications skills

and future recruitment decisions took soft skills into account.
Australia Post then focused on simplifying finance processes

is really key – that willingness to embrace other parts of the

to facilitate better decision-making. Hopkins said that taking

business, build networks and align yourself to the mission

the time to get these processes right was an essential part of

of the business. Those are the things that are immensely

allowing the business to implement tools such as automation,

valuable in a finance team.’ To find out more about the skills

robotics and analytics effectively.

of tomorrow’s finance professional including emotional
intelligence, visit accaglobal.com/eq.

Jacqueline Chan, managing director and CFO of DBS Bank
in Hong Kong, explained how her organisation’s finance
transformation started with a mission statement: ‘to better
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assess data and provide information to stakeholders so that
they can make the right decisions’.
Having identified the desired outcome, Chan adapted the

While the finance leaders speaking at WCOA had arrived
at different structures and methodologies to
transform their teams, they all shared a similar

finance function’s operating model. The team was split into

philosophy: digital transformation requires

two parts: one focusing on traditional financial reporting using

more than just investment in technology – it

automation and robotics, the other focusing on analytics-

requires investment in people as well.

AB

based performance management.
Chan said the performance management part of the
business was a ‘centre of excellence’ that included data

Andy McLean is a journalist in
Sydney, Australia.

scientists, data analysts, data engineers and people who look
after the platform and the architecture. These professionals
worked in tandem with the financial reporting team, she said.
‘It’s important that finance does not walk alone. We need to
link up with the rest of the organisation.’
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Whistle while you work
Feeling passion for your job can reap benefits – provided it’s the right kind.
Dr Rob Yeung offers advice on how focusing on your signature strengths can help
You have probably read about
managers and entrepreneurs who say
how passionate they are about their

Seeking harmony
Dr Rob Yeung talks about types of
passion for work at bit.ly/ACCA-playlist.

work. But it turns out that passion is not
always positive, with studies showing

feel that they ‘must’ or ‘have to’ work as

that there are actually two broad types.

opposed to enjoying their job.

To what extent do you agree with the
following three statements?

Harmonious or obsessive?

*

‘My work allows me to create

Harmonious and obsessive passion

memorable experiences.’

both exist to some degree within most

*

‘My work is in harmony with the other

people, but many experience one more

aspects and activities in my life.’

strongly than the other. It’s also possible

*

‘I often discover new things through

for people to have low levels of both:

my work that allow me to appreciate

they may be quite disengaged from

life even more.’

their work.

CPD

Consider also the next three statements.

to different outcomes. Norwegian

*

‘My mood depends on me being

researchers Ide Birkeland and Robert

able to perform well at work.’

Buch found that harmonious passion

*

‘I have an almost obsessive need to

for work was correlated with life

work hard.’

satisfaction. In contrast, obsessive

*

‘I have a difficult time controlling my

passion was negatively correlated

need to work.’

with life satisfaction: these individuals

The first three statements measure
what’s known as harmonious passion.

46

reported feeling less happy overall.
More worryingly, the researchers

When people feel harmoniously

also found links to burnout: a

passionate, they feel motivated to work

physical and psychological syndrome

hard because they enjoy it – their work is

characterised by exhaustion, cynicism

inherently fun or gratifying. People with

and diminished work performance.

very high levels of harmonious passion

Unsurprisingly, people with higher

may even work without pay because it’s

levels of harmonious passion seemed

almost a hobby for them.

to be protected, while those who felt

The second three statements measure

Those who
felt more
obsessively
passionate had
more markers
of burnout

The two types of passion are related

To what degree do you agree with these?

obsessive passion, which develops
when people feel compelled to work

more obsessively passionate had more
markers of burnout.
Another study by Violet Ho and

hard. That could be because they

Jeffrey Pollack found links between

need recognition and social plaudits

passion and business success.

or because they wish to feel superior

Harmoniously passionate entrepreneurs

to others. Another common driver is

were more effective at networking –

because they feel they need the money

they tended to receive more income

to support a family or other demands in

from peer referrals – than their more

life. Obsessively passionate individuals

obsessively passionate counterparts.
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If you feel driven by higher levels

Dr Rob’s talent clinic

of obsessive passion than you would

Q

like, consider changing the nature
of your work. Studies suggest
that it is possible to boost

I recently applied for a role and
went through three rounds of

interviews but was rejected. I received

levels of harmonious passion

feedback that I had not demonstrated

by identifying and then putting

sufficient ‘ability to innovate and

into use your signature strengths.

solve problems’. What’s the best way to develop skills

These are skills or behaviours that

such as creative thinking and the ability to innovate?

A

fulfil two criteria: they must both
get verifiably good results (ie
colleagues or customers give you

There may be two separate issues here. First, do
you have enough of the skill? Second, can you

successfully communicate the extent of the skill that you have?

feedback that these are things you do

My experience is that everybody can get better at innovation and solving

well) and feel energising for you to do.

problems. It’s often just a matter of making a conscious decision to do so and

For example, if you receive praise for

setting aside time to identify things that could be improved at work. What niggles

your presentations but dislike giving

or problems continually frustrate you and colleagues? What procedures could

them, then this is not a signature

you introduce to make things simpler, faster, cheaper or less prone to mistakes?

strength because it does not invigorate

From your readings and conversations with people in other businesses, what new

you. Similarly, if you enjoy dealing with

technologies or creative solutions would make life easier?

customers but have been told that you

When you identify an idea, put together a business case in order to present a well-

need to work on these skills, then this

argued solution to managers further up the hierarchy. If you do not feel confident

cannot be a signature strength for you.

doing so, ask for advice and perhaps make your case in collaboration with others.

projects that allow you to use your
signature strengths. Volunteer,

Solving problems and improving situations is a vital skill that will get you noticed

CPD

Next, pursue tasks, activities and

within your organisation, too.
The other part of the equation may concern how well you convey instances of

negotiate, trade responsibilities and

innovation and problem-solving to interviewers. Think about the two best examples

use your ingenuity to find ways to

of when you delivered innovative solutions at work. For each, what was the initial

exercise these important skills more

problem or opportunity? What analysis did you do? Who did you involve? And

frequently. Also, seek advice on how

what did you as an individual do to improve the situation? Script and rehearse your

best to do so from colleagues, mentors

answers out loud to ensure that you can win over interviewers not only with your

and confidants.

words but also your manner and personal energy.

Changing the nature of your role to
feel more appropriately passionate

Tips for the top

about your work is an ongoing process

Is working in an open-plan office a good idea? Two studies present a mixed picture.

that will reap benefits over many

Researchers Ethan Bernstein and Stephen Turban reported on two companies that

months rather than weeks.

transitioned to open-plan spaces: the volume of face-to-face interaction fell by

AB

approximately 70% while electronic communication increased significantly.
Dr Rob Yeung is an organisational

Separately, Casey Lindberg asked workers in four office buildings

psychologist at leadership consulting

to carry portable sensors. Employees using open-bench

firm Talentspace: talentspace.co.uk.

seating did more physical activity and reported lower

More information

stress than those in private offices or cubicles.
It may be that open-plan offices affect some aspects

Dr Rob tweets @robyeung.

of work negatively but others positively. There is

If you have a question for the talent
clinic, email abeditor@accaglobal.
com.

insufficient research to conclude that any particular

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

to which employees call external clients – would further

type of layout is better in every way. It is also likely
that the nature of the work – for example, the extent
influence the kind of design that might be most effective.
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Change challenge
When dealing with disruption, it
helps to understand the nature of
the change before prioritising how to
capitalise on it, advises Tony Grundy

The Greek philosopher Heraclitus once

*

At the nub of Ignacio’s problem is
how to prioritise these disparate change

change. Nowhere could that sentiment

escalates, so the stickman jogging

projects according to attractiveness and

be more true than in today’s world of

along on the flat is confronted by a

implementation difficulty. This involves

finance – so different from 20 years ago.

mountain he can’t see over, sliding

assessing project benefits versus costs

eventually, exhausted, to the bottom.

and reviewing the difficulty over time.

Accountants are buffeted by change
from many directions: increasingly
competitive and disrupted markets,

*

Discontinuous change. A mix

Providing input to the restructuring

of smooth change and random,

would be rated ‘highly attractive but very

uncertainty/volatility, new technology,

mountainous change means the

difficult’. Achieving digitisation would be

regulation, and the shifting demands of

stickman needs help from a facilitator

rated ‘highly attractive but very difficult’.

the workforce, coupled with the need for

who can see the bigger picture and

Transforming the finance function would

different skillsets.

encourage him to keep going.

be rated ‘medium attractive’ or, given

To manage something as amorphous

The following fictitious case study

that progress has already been made,

as change, it first has to be visualised.

offers a model for how to change your

‘moderately difficult’.

Crystalising it in this way allows finance

running style. Ignacio is the FD of a

heads to be much more flexible in their

medium-sized group of business services

of difficulty over time on a graph. The

thinking and turn it into an opportunity.

companies. The group is operating

vertical axis indicates attractiveness, the

under a cloud of uncertainty caused

horizontal axis the level of difficulty. The

change management doing the rounds.

by intensified competition, with profits

more attractive the project goal, the

But I find it useful to break change

threatened by clients pushing harder on

more difficult it tends to be (and vice

down into four different forms: smooth,

contracts. There are also rumours of a

versa). Economists call it an indifference

incremental, bumpy incremental and

reorganisation to take out ‘surplus fat’.

curve; I call it the curse of change.

discontinuous. It helps to visualise these

In addition, Ignacio is trying to bring

But the positionings on any such

in terms of a running cartoon stickman

the finance department into a more

graph need to be carefully thought

(see the video at bit.ly/TGchange):

digital world. He is midway through a

through. Fail to evaluate change projects

*

Smooth change. The constant rate

course on leadership encouraged by

effectively and they will not deliver the

means you can keep up the pace –

the CEO, who has identified that, while

anticipated benefits or will become

the stickman is running comfortably

Ignacio is excellent technically and good

unspeakably difficult. If you understand

on a treadmill.

managerially, he is uncomfortable about

the expected difficulty from the outset,

Incremental change. The stickman

taking on a more charismatic role and

you can at least plan accordingly.

is following a rollercoaster trajectory,

would benefit from better influencing

which results in a high level of stress

skills at board level, as the directors

Tony Grundy is a strategy consultant,

– and possibly distress.

appear resistant to change.

trainer and business school lecturer.

There is a vast amount of guidance on

*

48

Bumpy incremental change. A
smooth rate of change suddenly

said that the only constant in life was

It is helpful to plot the projects’ levels

AB
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Common control
The diversity in accounting treatment for transactions involving businesses under
common control is in the IASB spotlight. Adam Deller explains what’s happening
One of the items on the agenda for

acquire another entity from outside

GAAP, measuring net assets at historical

the International Accounting Standards

the P group, this would be covered

cost-carrying amount.

Board (IASB) is the accounting for

by the acquisition method in IFRS 3,

businesses under common control. The

Business Combinations, ensuring that

regulators, have raised concerns about

project may not be on the same scale

the acquirer measured net assets at

the diversity in practice in accounting

as the big new IFRS Standards, but it’s

fair value. However, if entity A were

for BCUCC and have asked the IASB

an area not currently covered, so the

to acquire entity B, this transaction

to provide guidance. It is a particular

IASB is looking to resolve the situation.

would be between businesses under

concern for emerging economies, where

The first issue is to establish what a

common control, and there is currently

BCUCC can be prevalent. Initial research

business under common control is. As

no prescribed accounting method. This

from the IASB staff has showed that

the diagram below shows, a company

would also be the case if P set up a new

BCUCC are typically accounted for by

P currently owns 70% of entity A and

entity C and transferred both A and B

the predecessor method rather than the

100% of entity B. If entity A were to

into it in anticipation of an initial public

acquisition method.

Various parties, notably securities

Ownership example
P
70%
A

100%

B

Business combinations under

the IASB is looking to address relates

common control (BCUCC) are excluded

to how the net assets of the transferred

from the scope of IFRS 3, so entities

entity should be valued at the date that

must apply IAS 8, Accounting Policies,

the transfer takes place. The current

Changes in Accounting Estimates and

IASB position on the way forward for

Errors, and develop an accounting

the BCUCC project presents two major

policy that results in useful information.

alternatives for dealing with this.

In practice, entities use the acquisition

*

method set out under IFRS 3, or a
predecessor method based on national

Current value. This approach is
an extension of the acquisition
method used in IFRS 3. It requires
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The major question with BCUCC that

offering to sell off entity C.
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the net assets of the transferred

used for the assets upon the transfer.

with the preliminary view that the IASB

entity to be recorded at fair value.

It could, for example, be the carrying

should not prescribe where in equity

This results in a goodwill amount,

amount in the financial statements of

to recognise any difference between

shown in the difference between

the transferred entity. Alternatively it

consideration and transferred net

the consideration and the fair value

could be the carrying amount of the

assets, but they also thought that the

of the net assets. There are some

net assets currently recognised by the

least appropriate place to recognise any

variations of how this could be

controlling party, which would be based

difference would be in share capital.

applied, but the key principle is that

on their fair value at acquisition, less

firms generally suggests that BCUCC

included at fair value, with goodwill

can usually be accounted for using

recognised, or a gain on a bargain

the predecessor method or the IFRS

purchase if the consideration paid is
lower than the net assets received.

CPD

*

Current guidance by accountancy

the assets and liabilities would be

Predecessor method. This method
transfers the net assets at their
carrying amounts. Any difference
between this and the consideration
is shown as a deduction in equity (if
the consideration is higher), rather
than being held in goodwill. If the

While the
predecessor
method is simpler,
what carrying
amount should be
used for the assets
transferred?

3 acquisition method. Some guidance
emphasises that if the acquisition
method is applied, it should normally
be applied in its entirety, as set out
in IFRS 3. However, if the acquisition
method gives rise to an apparent gain
on a bargain purchase, that gain should
be recognised in equity as a capital
contribution from the shareholders.

consideration is lower than the

Non-controlling interest

carrying amount of the net assets,
it is treated as a contribution to
equity.

is a balance to be struck between the

In some ways the predecessor method

Most research participants feel

costs associated with the accounting

is simpler to apply, as it doesn’t rely on

that the carrying amounts of the

and the usefulness of the information

fair valuation methods and does not

transferred entity should be used – one

provided. The IASB believes the most

involve additional costs arising from a

participant argued that using carrying

significant impact of valuing the net

fair value exercise.

amounts recognised by the controlling

assets in the transferred entity arises

party would be a form of so-called

where there is a non-controlling interest

method is simpler it still brings issues

push-down accounting and was not

(NCI) in the ownership of the entity

as to what carrying amount should be

appropriate. Most participants agreed

being transferred, so it is focusing its

However, while the predecessor

50

As with all accounting changes, there
subsequent depreciation.
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applied if this threshold is not met.

work on this. The impact for wholly

approach could be required only

owned entities is not as significant, so

when the equity instruments being

this has not yet been examined.

traded are on a public market. Such

constraint and be simple, it would rely

While this would apply the cost
on an arbitrary threshold and could

so there is little debate that current

exclude some public entities. An IASB

provides the most useful information

value is the most relevant measurement

study of 14 stock exchanges found that

for the NCI of the receiving entity,

criterion. The main issue here is that

setting a 20% threshold would cover

although this could depend on

private entities may not have to use

listed companies as the minimum

whether the NCI is substantive or

the current value method (which

public float requirement never fell

non-substantive (by size or nature).

provides the most useful information).

below that level.

If non-substantive, the benefits may

However, IASB staff think that the NCI

The current proposal looks at a mix of

not outweigh the costs, particularly

in private entities may rely on general

qualitative and quantitative approaches

when the NCI consists of only a few

purpose financial statements less than

to the NCI. This mix could involve

employee stock options issued to key

the NCI in public entities, as they are

applying the current value method to

management personnel.

often held by related parties; so, on

listed entities and to private entities

balance, the board thinks the approach

with NCI above a set threshold.

Following feedback, the IASB

Qualitative

CPD

transactions are likely to be substantive,

believes the current value approach

The project is now starting to take

worth exploring.

shape, with the IASB focusing efforts on

On balance, the IASB is proposing that

Under the NCI shareholder-type

a current-value approach is considered

option, current value would be used

BCUCC with an impact on NCI. These

only for some of the transactions that

for transactions affecting NCI that is

are likely to involve bringing in net

affect NCI. Two possible approaches

not held by related parties (or other

assets at fair values, certainly where the

– qualitative and quantitative – could

employees if they don’t meet the

NCI is substantial. The details are far

be taken with such transactions. With

definition of a related party). However,

from being ironed out, but at least the

the qualitative method, there are two

this would not apply the cost constraint,

direction is now set.

ways to decide whether the transaction

as the NCI could be very small.

should be measured at current value:

Adam Deller is a financial reporting

*

whether the equity’s instruments are

Quantitative

traded in a public or private market

A quantitative approach could require

*

whether the NCI shareholder is a

the current value approach when

related party or not.

AB

specialist and lecturer.

the relative size of the NCI reaches a

Under the first of the two possible

quantitative threshold (such as 10% of

qualitative methods, a current value

the entity), with a predecessor method

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

February/March 2019 Accounting and Business

GL_T_DellerCPD.indd 51

51
15/01/2019 14:15

Technical update
A monthly update of the latest developments in financial reporting, taxation and
legislation from international regulators, the EU and elsewhere
International

Loss-making contracts

construction and services sectors,

The IASB has proposed amendments to

and may result in some businesses

Insurance contracts

IAS 37, Provisions, Contingent Liabilities

recognising costs earlier than previously.

The International Accounting Standards

and Contingent Assets, to specify which

Board (IASB) is proposing a one-year

costs to include in the assessment of

in the IASB exposure draft Onerous

deferral of the effective date for IFRS 17,

whether a contract will be loss-making.

Contracts: Cost of Fulfilling a Contract

A company determines that a contract

Insurance Contracts, and an extension

The proposed changes are published

(at bit.ly/onerous-amend). IASB member

of the exemption for insurers to apply

will be loss-making (‘onerous’) if the

Chungwoo Suh has summarised the

IFRS 9, Financial Instruments, so that

costs it expects to incur to fulfil the

proposed changes at bit.ly/onerous-

both standards can be applied in 2022.

contract are higher than the economic

contracts. The deadline for commenting

The proposals seek to allay insurance

benefits it expects to receive.

on the IAS 37 proposals is 15 April 2019.

The IASB has proposed amending

companies’ concerns about their ability
to be ready for IFRS 17. The IASB has

the standard to specify that the

Property development costs

also proposed, as a practical expedient,

costs of fulfilling a contract include

The extent and timing of profit

that the assessment (for presentation in

incremental costs (such as the costs of

recognition has always been a

the statement of financial position) of

materials) and an allocation of other

difficult area of judgment for property

whether insurance contracts are assets or

directly related contract costs (such as a

development, and IFRS 15, Revenue

liabilities be made at the higher portfolio

depreciation charge for equipment used

from Contracts with Customers, has been

level rather than at a group of contracts

by the company to fulfil the contract).

changing the way revenue is recognised

level. The proposed amendments are

The changes are most relevant for

in financial reports. Equally significant for

subject to public consultation.

companies in the manufacturing,

profit is the measurement of the costs to
allocate against the revenue.
Angus Thomson, a staff member at
the Malaysian Accounting Standards
Board, has prepared an article for
ACCA on questions around the cost
of property development inventories
and its allocation as cost of sales. In
particular, it addresses how developers
should account for obligations to
build affordable housing and public
infrastructure incurred as part of

Europe cranks up digital tax
The European parliament has backed proposed European Union directives on the

obtaining permission for a bigger
project, where the main object is the
building and sale of premium housing.

taxation of digital business and digital services. It has also added ‘video, audio,

The article envisages including any

games or text using a digital interface’ to the list of taxable services, regardless

losses on the provision of affordable

of whether an entity owns content or merely has the right to distribute it, allowing

housing and the costs of the public

member states to tax online platforms such as Netflix. Other amendments made by

infrastructure within the costs of

the parliament include cutting the minimum threshold for a company to pay tax on

the whole project, and therefore

its annual digital revenues from €50m to €40m.

recognising them in the costs of the
premium housing sales.
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The full article, Costing property
development inventories, can be found

Australian companies have been advised to report climate-related risks as
material matters rather than as corporate social responsibility issues.

at bit.ly/ACCA-prop-inv.

European Union
VAT fraud and data sharing
The European Commission has
proposed legislation that obliges
EU payment service providers, such
as credit card companies, to share
quarterly transactions reports with
tax authorities. The EU tax authorities
receiving this data would then share this
data with other EU tax administrations.
The aim is to obtain from third parties
the information required to ensure that
the e-commerce VAT rules are correctly
applied in all EU states and to tackle
crossborder e-commerce VAT fraud.

National
Late-filing SARS fines

Climate risk a material issue in Australia
The Australian Accounting Standards Board (AASB) and Australia’s Auditing and

The South African Revenue Service

Assurance Standards Board (AUASB) have issued guidance on assessing financial

(SARS) is cracking down on late

statement materiality in disclosures on emerging climate risk.

corporate tax filings, warning of

Investors have specifically identified climate risks (including from potential natural

administrative non-compliance penalties

disasters and change in climate patterns) as forming part of their decision-making

from January 2019 for outstanding

but do not consider them adequately addressed in annual reports. Given the

returns. The move will affect companies

growing importance of climate issues for company health, the AASB says companies

failing to submit income tax returns from

should no longer treat climate-related risks as corporate social responsibility issues,

2009 and subsequent tax years where

but as matters affecting current income and capital that should be included in

SARS has issued a final demand ignored

financial statements.

for 21 business days. Penalties will range
from 250 to 16,000 South African rand
(US$17–US$1,115), depending on the

include guidance on drafting condensed

Tax appeals in Nigeria

company’s assessed loss or taxable

consolidated financial information for

The Lagos state high court has ruled

income, for each month that non-

guarantors, and disclosures about oil

that the power to rule on disputes

compliance continues.

and gas production.

relating to personal income tax

US standards updates

No to auto/IT breaks in Brazil

appeal tribunal rather than the country’s

The US Financial Accounting Standards

Brazil has been told to reform the

state high courts. The court ruled

Board (FASB) has released the 2019

tax breaks it offers to domestic

that the Lagos State Board of Internal

GAAP financial reporting taxonomy

manufacturers of automobiles

Revenue had been right to reject a tax

and the 2019 Securities and Exchange

and IT products. The World Trade

case brought by Ecoserve Ltd because it

Commission (SEC) reporting taxonomy,

Organization’s (WTO) appellate body

appealed to the courts before asking for

which include updates on new US

ruled that the tax breaks contravene

a tax appeal tribunal ruling.

accounting standards. Pending final

WTO rules on equal tax treatment for

acceptance by the SEC, the new rules

domestic producers and importers.

assessments lies with Nigeria’s tax

AB

Compiled by Keith Nuthall, journalist
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Hitting the top line
The implementation of IFRS 15 has had a hugely variable impact on companies –
some have been significantly affected, others not at all, reports Richard Martin
The new standard for revenue

management and transportation

have been derecognised and

recognition, IFRS 15, Revenue from

sectors. The result is that what was

deferred. For residential property

Contracts with Customers, came into

a commission cost may become

developers, revenue has to be

effect for accounting periods beginning

a discount and so a reduction in

allocated to the five-year warranties

January 2018. There can be few more

revenue, and vice versa. The effect

given as part of the ‘package’

fundamental areas to change than the

of such changes has been less on

and cannot just be set aside as a

top-line number.

the bottom-line profit than on gross

provision for the estimated cost

We looked at the disclosures in 18

revenue or the reported margins of

companies’ final annual reports before

different business lines, but in some

the adoption of the new standard, and

companies the impact can be just as

at their interim reports from 2018. Some

significant on both.

major changes in the treatment

Identify separate performance

of variable consideration. This

obligations in the contract. As

indicates that volume discounts

The reported changes under each of

predicted, this change has delivered

to customers or bonuses on

these were as follows:

the biggest impact. The greater

milestones, for example, were

*

Identify the contracts with the

unbundling required by IFRS 15

already being accounted for

customer. In some cases the

changes the timing of revenue

cautiously. Where IFRS 15 seems to

distinction between whether

recognition and profit, and this has

be changing treatments to a greater

parties are acting as an agent in

meant restating retained earnings.

extent is on contract acquisition

a contract or as a customer has

Separating the sale of equipment

costs. This was not covered by the

changed. House builders have had

and software upfront from the

previous standard, but now such

to separate the sales of new houses

provision of services, maintenance

costs should be spread forward in

from the contracts to sell older

and installation has speeded

line with revenue. Some engineers

houses taken in part-exchange,

up revenue/profit recognition

making major equipment sales,

for example. This issue also affects

for mobile phone contracts, for

house builders and mobile phone

companies in software, property

example; for others, past profits

companies seem previously to

interesting changes emerged.
IFRS 15 includes a five-step approach.

*

of claims.

*

Determine the contract price.
Companies are not highlighting

The benefits
in improved
reporting will
probably only
become evident in
the next periods

54
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*

have been expensing substantial

for measuring the milestones

upfront recognition of the sale

commissions to intermediaries

achieved. In property development,

of equipment.

as incurred.

for some the point in time for the

Allocate the contract price to the

sale is changing from exchange of

of the new standard in 2018 remains

different performance obligations.

contracts and practical completion to

to be disclosed and evaluated.

The option to disregard a financing

legal completion.

The absence of full retrospective

element when the time difference

It does not seem entirely clear

restatements means that the real

between the receipt of cash

that, even under IFRS 15, all housing

impact on earnings will not fully emerge

and the performance under the

developments will be on the same

until FY 2019 accounts are published.

contract is less than 12 months

model for revenue recognition; some

has been widely taken up where

may be recognising over time and

would indicate that the impact of

there are substantial customer

others at a point in time.

IFRS 15 is variable – what has changed

What can be seen so far, however,

varies (and may be in the detail of the

down-payments. The requirement

*

Much about companies’ application

to identify standalone selling

Transition and restatement

standard), as does the extent of the

prices for separate performance

Companies seem evenly split between

impact from one business to another,

obligations was one that many

those with a full retrospective

and some sectors (retail and property

companies found difficult to apply

restatement and those opting for

investment, for example) have scarcely

and where a degree of judgment

the modified approach. Among a

been affected at all.

was required.

surprising number of companies, no

Recognise revenue when the

final choice had been made at the

profits or net assets may not be

performance obligations are

end of 2017; even for interim reports

extensive, although the effort required

fulfilled. The key criterion

in 2018, for many the choice on

to implement it may have been

for fulfilment under IFRS 15

transition is still not clear. Users might

significant, with companies trying to

is that control passes to the

therefore be unaware of whether

understand fully the many different

customer, either at a point in

the previous year’s numbers are truly

sorts of contracts with customers.

time or over time. It is difficult to

comparable or not.

disentangle any effects from this

Overall, the effect of IFRS 15 on

So has it all been worth it? The

The restatement of retained earnings

benefits in improved reporting – greater

from the separate performance

on either transition method appears

clarity and consistency, and better

obligations of equipment delivery

to have been relatively modest overall,

disclosure – will probably only become

and service.

but for some, such as Rolls-Royce, it has

evident in the next periods as the new

been substantial.

accounting standard becomes fully

More detailed effects have been

embedded into corporate reporting.

important – for example, the

Restatements can be an increase

switch away from ‘percentage

or decrease, although the telecoms

of completion’ method to

companies have seen consistent

Richard Martin is ACCA’s head of

‘proportion of costs incurred’ method

increases as a consequence of the

corporate reporting.
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Back to basics
In the latest in our series on ‘all you needed to know but were to afraid to ask’,
Nigel Beck offers tips on how the finance function can be a better business partner
Finance functions today are being

the unit rate of particular activities. For

processes and on improvements in

encouraged to embrace business

example, let’s say the cost of answering

quality. These metrics put the focus on

partnering in order to support the

a customer phone call is US$4.50. This

customer, employee, operational and

organisation in its need to become

information can be used to improve

financial measures.

more competitive, innovative, agile

management decision-making for such

and forward-looking. The finance team

areas as outsourced telemarketing

streamlining management reporting,

is in a unique position to support these

campaigns or overflow call-centre

reducing the number of metrics

ambitions because it looks right across

facilities to maintain the same level of

reported across the business. ACCA

the business.

customer service.

and KPMG research on enterprise

CPD

From my experience in business

In addition to helping with cost

performance management over the last

partnering at a number of FTSE 100

transparency and capacity planning, it

couple of years (bit.ly/ACCA-KPMGperf)

companies, I see three critical areas

can support benchmarking activities,

has consistently identified the challenge

where finance can have a positive

sales channel analysis, and even

of businesses reporting on too many

impact, particularly in today’s disruptive

product profitability and pricing

KPIs, including ones that are not

business environment.

decisions. In my experience, activity-

linked to the true value processes in

costing models can provide a 2%

the organisation. Businesses must

Operating cost analysis

reduction in costs, without the need to

report only one version of the truth

Today’s accounting software can

reduce resources.

and produce management information
centrally to enhance business insight.

be set up in order to provide
management with an overview of

Balanced scorecards

activity and process costs across the

To drive the business forward in a

structure and simplicity, and in my

company in a format they understand,

balanced and measured way, using

experience can produce results that far

helping them make faster and better

Robert Kaplan and David Norton’s

exceed expectations. In one particular

business decisions. For example,

balanced scorecard approach is

project I was involved in, balanced

imagine if they had information on

still a great way to achieve positive

scorecards provided an increase in sales

costs relating to activity and processes,

results. Reporting on key performance

as well as a 1.7% reduction in costs

including the cost of answering

indicators (KPIs) can keep the focus

without the need to reduce resources.

a customer phone call, raising an

on the time taken to complete key

This initiative also achieved increased

The balanced scorecard provides

invoice, acquiring or retaining a

levels of customer satisfaction and

customer, or providing the product

employee satisfaction.

or service to the customer. Sharing
this information with management
is a great way to demonstrate that
the finance team can speak the
same language as them and provide
valuable cost transparency.
This information becomes even
more powerful if you can explain how
changes in the underlying volumes
in the business impact the cost base.
By understanding the volumes that

Sharing process
cost information
with management
is a great way to
demonstrate that
the finance team
can speak the same
language as them

drive the business, you can calculate

56

One of the key areas to focus on is

But critical to success is the finance
team having access to the right data
in the first place. ACCA’s report The
race for relevance emphasises that
good data governance is essential. This
is all the more challenging in today’s
era of data democratisation, where
many more business units have access
to company data. It’s increasingly
important to work through appropriate
data governance mechanisms, and
finance has a critical role to play in this.
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CPD

Six Sigma

support the customer experience.

implement one or all of the above

Over the last few years, methodologies

Measuring processes to identify any

methods. Each of them can improve

that improve underlying business

weaknesses and then implementing

the contribution of the finance team

processes have become increasingly

change can significantly enhance

within a company and demonstrate

popular. Finance teams in particular

business performance in a short

added value to the business’s

have been strong advocates of Six

period of time. You can then measure

bottom line.

Sigma, a fact-based methodology that

the process to quantify the level of

values defect prevention over defect

improvement achieved. The key here

Nigel Beck FCCA is managing director

detection. It drives customer satisfaction

is the measurement: this will always

at Optimum Value Solutions.

up and improves bottom-line results by

ensure you have a control point, and

reducing inefficiency.

can determine and communicate the

At the core of Six Sigma is the
importance of focusing on customer
needs and measuring the metrics that

absolute level of improvement.
Finance business partners should
embrace the many opportunities to

AB

More information
Get CPD units by answering
questions on this article at
accaglobal.com/abcpd.
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‘The total
volume of the
market is now
40% less than
at its peak’
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Safe hands
CFO Vladimir Lagutin FCCA has helped steer Volvo Car Russia through a decade of
potholes opened up by the global crash, financial sanctions and the rouble’s woes
Two things catch the eye on entering
the Moscow office of Vladimir Lagutin

i

so its branches united to survive,

CV

interacting more closely in the process.
Lagutin’s personal management style

FCCA: a large framed poster of the
UK electro-pop band Depeche Mode,

2018

is firmly grounded in relationships with

and a case of tennis balls. As CFO of

Appointed senior business controller,

people. He believes that empathy –

Volvo Car Russia, Lagutin says his remit

Volvo Car Russia

above all, hearing and understanding
people – helps him to do business and

extends beyond the classic FD duties
to encompass responsibility for IT, and

2009

he is increasingly involved in business

Became CFO, Volvo Car Russia

make good business decisions.
He particularly values informal
relationships as a conduit for passing

development, so there is plenty to
keep him occupied. ‘These are the

2007

on good practices and often turns to

things – music and tennis – that keep

Appointed FD, Volvo Russia, at that time

branch counterparts in other countries

me from being stressed,’ he says.

a division of Ford Motor Company

for advice on broader financial issues
or concrete business solutions, such as

Apart from a period studying for an
MBA in Spain, Lagutin has spent all his

1996

better ways of working with car dealers.

working life in the Russian capital city. In

Joined DaimlerChrysler Automotive

For instance, the Polish division of Volvo

2007 he joined what was then the Volvo

Russia, becoming financial analyst,

recently shared tips on boosting Volvo

division of the Ford Motor Company in

then head of financial control and

sedan sales, which are thriving in Poland

Russia, having spent the previous decade

risk management

but still slow in Russia.
Developing remote contacts is of

honing his skills at DaimlerChrysler

great importance given Russia’s vast

Automotive. Back then, the Russian car
market was growing at around 30–40%

like price formation,’ he recalls. ‘All

territory, and Lagutin travels frequently

year on year, and Volvo had a 20% share

the classic financial functions, such

to meet local Volvo dealers. ‘Direct

of the premium car segment in the

as accounting, had previously been

contact with the regions is important,’

country. With sales nudging 20,000 it

provided by Ford Motor Company.’ As

he says. ‘If you don’t get out there,

was Volvo’s fastest-growing market – an

a result, the Volvo Car Russia financial

messages are filtered by the managers:

exciting time, says Lagutin.

department had to be built from scratch.

you hear what your colleagues want to
say, but nothing from the people on

In the wake of the global financial
crisis, however, progress stalled. In

Blessing in disguise

the ground. It’s better to see something

2010 the business was bought by

While it might seem a bad time to

once for yourself than hear about it

China’s Zhejiang Geely, an automotive-

lose the link to Ford, Lagutin believes

a thousand times from others. And

based holding group with no major

the sale brought about a freedom of

when you know people personally, you

Russian presence. As part of Ford, the

operation that helped Volvo Russia

understand their needs better.’

operation could draw on the support

manoeuvre during the recession. ‘The

that comes with being a subsidiary of a

exit [from Ford] happened immediately

financial crisis, Lagutin says growth is

major international group. After the sale,

after the crisis, and this helped us to

still sluggish as a result of continued

though, the Russian division became

some extent – the branch was smaller

weak oil prices, a turbulent economic

a freestanding unit, and Lagutin found

and therefore easier to control,’ he says.

environment and the financial sanctions

himself in charge of a small local financial

Following the split from Ford, there

While sales did pick up following the

imposed on Russia.

department with limited functions.

was also a blossoming of what Lagutin

These latest problems have had a

‘We had three to four employees

calls ‘group camaraderie’. Volvo had to

more severe and long-lasting effect

recover its independence worldwide,

on the company, not least because, as

who were involved in basic operations,
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an importer, Volvo’s fortunes fluctuate

his career. A decade later he did an MBA

has opened up new markets in

at the University of Navarra in Spain, an

weakness of the rouble has made the

neighbouring countries, distributing

experience which he says underlined the

marque more expensive for Russians,

cars to Belarus for the first time in 2016

importance of collaboration.

with owners preferring to upgrade to

and Kazakhstan from early 2018.

Meanwhile, his duties continue to

With around 90% of cars on the road in

expand. He took on the IT role in 2016,

brand-new one. Nevertheless, in 2018

Russia produced inside the country, Volvo

and last year became a senior business

Volvo Car Russia sold 7,773 cars in Russia

is one of the few brands without local

controller, linking his financial smarts

(where it has 41 dealerships), and a

production. Last year it was rumoured

with overall business strategy. He has

further 266 in Belarus and Kazakhstan.

to be considering opening a plant in St

also become involved in business

Globally, Volvo Group’s 2,300 dealers

Petersburg, a prospect Lagutin says is

development. In 2019, Volvo Russia

sold a total of 642,253 cars in 2018.

‘an idea’. He believes that even without

will introduce car subscription, a direct

local production, the company, which has

rental arrangement with the customer

Tougher times

65 employees in Russia, can compete by

that also encompasses maintenance

‘The competitive environment is

concentrating on boosting profitability

and associated services. Lagutin has

becoming more aggressive,’ Lagutin

rather than sales volumes.

helped develop the product, keeping a

a second-hand Volvo rather than buy a

admits. ‘The market has changed very

60

Nevertheless, Volvo Russia

with the exchange rate. The continuing

Lagutin believes in flexibility and a

close eye on cost-effectiveness.

much compared to the early 2000s,

willingness to learn. He studies both

‘I welcome the chance to combine

when, as we used to say, cars did not

for fun (he has recently been learning

my financial reporting with analysis and

need to be sold, they just had to be

Italian) and professional purposes.

consultancy,’ he says. ‘Opportunities for

released, because there was such strong

He qualified with ACCA in 2004 and

creativity make my work interesting.’

demand. The total volume of the market

describes its solid technical grounding

is now 40% less than at its peak.’

as the foundation on which he has built

AB

Irina Sedunova, journalist in Moscow
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Are you one of the 200,000?
Download your personalised artwork at 200k.accaglobal.com

The battle for balance
ACCA’s proud record in achieving 50/50 gender balance across the membership
doesn’t mean we should rest on our laurels, says Helen Brand
progress up to the next tier
– executive level – than their
male counterparts.
We believe that it’s every
organisation’s responsibility
to support diversity, and to
review the way they support
and open up opportunities
to women – and all underrepresented groups.
The accounting profession
is committed to improving
the workplace experience
and progression prospects
for women. We need to
split, and our Council and

keep working together on

promoting and celebrating

executive team are also

a true, concerted effort to

difference, ACCA has

balanced in terms of men

acknowledge long-standing

a distinguished history.

and women.

issues, rectify them, and

When it comes to

bring about change that

Opportunity and diversity

Women’s Day (IWD) this

are two of ACCA’s five

be done. A recent report

year is #BalanceforBetter.

core values, and we were

commissioned by ACCA

It is a call to action to drive

established specifically to

from King’s College London

chance for us to celebrate

gender balance across

open up the profession to

and the ESRC (Economic

the achievements of a

the world as just one

people of all backgrounds,

and Social Research

woman who worked tirelessly

aspect of ensuring diverse

based solely on their ability.

Council) compared the

to achieve balance in the

representation at all levels

We’ve always been an

career trajectories of UK

world of accounting – Ethel

of business and society.

inclusive professional body,

men and women in finance

Ayres Purdie, ACCA’s first

proud of our

and accounting. It found

female member.

reach and

that, while the career paths

difference.

of men and women in the

became an ACCA member,

Ethel Ayres
Purdie pursued
a vigorous
campaign against
the unfair
treatment of
married women in
the tax system

62

But there is still work to

The theme for International

creates balance.
IWD 2019 provides a

One century on since she

sector initially progress in

we share an overview of her

it’s amazing

near-parallel, the careers

life (see box opposite) by

to see how far

of women decelerated in

Professor Stephen Walker

we’ve come.

middle management, due

of Edinburgh University

ACCA is in a

primarily to limited peer

Business School. A full

strong position

sponsorship and a lack of

account can be found in the

when it comes

high-profile projects or

journal Critical Perspectives

to balance – our

opportunities in comparison

on Accounting.

membership

to men. It’s at this stage that

has a 50/50

women take an average

Helen Brand is chief

gender

of seven years longer to

executive of ACCA.

Looking back,

AB
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A statue of suffragette Emmeline Pankhurst was unveiled
in Manchester last December to mark the centenary of
the first UK general election that women could vote in.

Ethel Ayres Purdie, flouter of convention
This year is the 100th anniversary of Ethel Ayres Purdie’s

Association of Accountants, which had a more progressive

election as an associate to the London Association of

admissions policy.

Accountants, a founding organisation of ACCA. She became

Purdie became the leading provider of income tax advice

the first woman to be admitted to an accountancy body in

to women, eventually operating as the Women Taxpayers’

the UK. She spent most of her working life pursuing women’s

Agency. She pursued a vigorous campaign against the unfair

equality. Where she saw gender inequality she resisted,

treatment of married women in the tax system. She was a

campaigned and fought for the reform of public policy.

leading figure in the Women’s Tax Resistance League, which

Born in Islington, London, in 1874, Purdie worked as

argued that if women did not have the vote, they should not

a 16-year-old as a clerk at the Post Office. Here she was
involved in a campaign to return deferred pay to female civil

have to pay tax.
Purdie argued that women winning the vote was a key

servants who had been forced to leave the service due to

step in redressing wider gender inequalities, and that

the marriage bar, the rule that required women to give up

economic, social and political emancipation was essential

their jobs once they got married.

to the progress of women. She believed that the success of

Soon after her own marriage in 1897 and giving birth to

women in business and the professions depended on access

two sons, she defied conventions by taking accountancy

to capital, which should be supplied through co-operative

exams and launching a career as an accountant.

ventures such as the formation of women’s banks – financed,

The chartered accountancy bodies did not admit
women at that time, and the Privy Council, the body that
heard applications for royal charters of incorporation,

owned and managed by women.
Purdie died in 1923 but remains an inspirational figure to
all who seek to forge gender balance and challenge bias.

turned down her request to become a chartered accountant
as an individual. She eventually joined the London

Stephen Walker, Edinburgh University Business School
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Leading the debate
ACCA’s office in Brussels has been shaping discussion in the European Union on the
impact of digital, the global value chain and other key issues affecting the profession
Thanks to its strategic
location at the heart of the
EU’s institutions, ACCA’s
Brussels office is able to
influence legislation and
gain access to the right
people at the right time.
It raises ACCA’s profile in
Europe as a global go-to
body, a trusted partner
and a credible debating
platform by organising
high-level conferences and
partnering with authoritative
organisations to reach

A recent ACCA event in Brussels (co-organised with Barclays Bank, board directors’ body
ecoDa and small business body SMEunited) debated success factors in scaling up business.

EU decision-makers, key
organised a conference with

finance and the United

company law and making the

EMI (along with thinktank EU-

Nations’ Sustainable

best of digital solutions and

numerous events in Brussels,

Asia Centre and SME body

Development Goals. A joint

crossborder mobility, with EU

ACCA held a first-ever joint

UEAPME, now SMEunited)

ACCA-PwC social mobility

commissioner Vera Jourová.

members’ event in Paris

on the reshaping of the

event, hosted by Czech

The high profile of the

with French accountancy

global value chain by China’s

MEP Martina Dlabajová,

digital agenda in Brussels

professional bodies CSOEC

Belt and Road initiative.

stakeholders and employers.
As well as running

saw EU decision-makers,

drove a lively pipeline of

The latter event inspired

civil society, qualification

ACCA events. There was a

on the impact of digital, and

another ACCA conference

providers and employers

conference (organised with

was a co-organiser of the

(in collaboration with Cyprus

discuss the role of training

SMEunited, EMI and the

22nd European Corporate

professional body ICPAC) in

and education in improving

OECD) on the collaborative

Governance Conference in

Cyprus, on connecting the

social mobility.

economy and the challenge

Sofia, Bulgaria.

continents through Belt and

and CNCC, which focused

of new business models,

Road. ACCA is now working

investment charity

and a joint event with EY

are popular with EU

on a second Belt and Road

ShareAction also led the way

on risks and opportunities

stakeholders for being

conference in Brussels.

on human rights metrics at a

of fintech, blockchain and

joint conference on reaching

initial currency offerings.

ACCA events in Brussels

ahead of the curve and

64

ACCA and responsible

facilitating public debate on

Sustainability

scale through the sustainable

The latter triggered a heated

crucial issues. For example,

Other success stories include

finance agenda.

debate between experts,

partnering with lobbying

a conference – jointly

organisation European

organised with Barclays

SMEunited and EU

makers that saw crypto

Movement International

Bank and the European

employers’ body

assets being tipped to play

(EMI), ACCA was one of

Bank for Reconstruction

BusinessEurope delivered

a key role in future finance

the first to publicly debate

and Development – on

a standing room-only

despite the threats of fraud,

the impact of Brexit on

empowering businesses to

conference on recent

market manipulation and

financial services, and jointly

engage with sustainable

developments in EU

money laundering.

A partnership with
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IPSC in Prague
Is the public sector financially sustainable? Find out at ACCA’s
International Public Sector Conference in the Czech capital city
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Prague will host the ninth edition of ACCA’s International
Public Sector Conference this February.
The conference will
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Public Sector Accounting

Register for the event at
bit.ly/ACCA-IPSC-2019.
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Accounting for
the Future virtual
conference
Catch up on ACCA’s annual virtual
global conference. You can watch
the sessions on-demand and gain
CPD units while staying ahead
of the curve on issues affecting
finance professionals.
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Europe special edition
Regional focus including interview
with Deloitte Greece’s CEO

Personal touch
Emotional intelligence is the
superpower of the digital age

Green light
Using taxation to drive a
sustainable global economy
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