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The topic of trust and ethics is at the forefront of 

this 14th edition of Accountancy Futures. We 

live in a fast-changing world where the role of 

the professional accountant must constantly evolve, 

as illustrated by ACCA’s major initiative Professional 
accountants – the future. Many of the articles here reflect 

the findings of that research. As part of a series of changes 

ACCA has been making to its qualification, the global 

body has announced a new ethics and professional skills  

module to be introduced on 31 October. Building on the 

pioneering Professional Ethics Module, this continues 

to develop the vitally important ethical behaviour and 

judgment essential for professional accountants.  

In our cover feature on page 6, we looks at the fairness 

of the international tax system as the public continues 

to push governments and multinational corporations 

to ‘do the right thing’. It looks at findings from recent 

research carried out by ACCA, our strategic partner 

Chartered Accountants Australia and New Zealand, and the International Federation of Accountants (IFAC). 

Elsewhere there are high-profile interviews with Kofi Annan, diplomat and former secretary-general of the UN; Rachel 

Grimes, IFAC president; International Integrated Reporting Council chief executive Richard Howitt; and Pamela Monroe 

Ellis FCCA, auditor general of Jamaica. This edition also looks at countering corruption in the MENASA region, enterprise 

risk management, shared services as a smart choice for aspiring CFOs and fintech. 

Lesley Bolton, editor
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Cooperate or compete?
With some regional differences, the global population is urging governments to put 
tax cooperation ahead of competition, fi nds research from ACCA, IFAC and CA ANZ

The fairness of the international tax systems 

is increasingly headline news as public 

opinion continues to push governments and 

multinational corporations to ‘do the right thing’. It’s 

a topic central to many an election campaign around 

the world.

As the debate rages, more people are placing their 

trust in accountants and tax advisers than politicians 

and the media. Well over half of those living in G20 

countries see tax professionals as a trusted source 

of information, with two-thirds of the same group 

distrusting their politicians. Four out of 10 feel the 

same way about the media (fi gure 1).

But perhaps more importantly, this global population 

is urging governments to put tax cooperation ahead 

of competition (fi gure 2): while some governments 

may argue that low tax rates encourage more inward 

investment, their electorate would rather the tax 

systems were reformed to create a more coherent tax 

environment. In fact, only the Chinese would rather 

their government pursued a policy of tax competition 

in order to attract more investment from overseas.

These fi ndings are revealed in research by ACCA, 

the International Federation of Accountants (IFAC) 

and ACCA’s strategic partner Chartered Accountants 

Australia and New Zealand (CA ANZ) among some 7,600 

people across the G20 nations in an attempt to measure 

public sentiment towards international tax issues in an 

increasingly globalised economic system. Half of the 

respondents had an income of less than US$35,000. 

As Helen Brand, ACCA chief executive, says: ‘We 

believe it is vital to listen carefully and understand how 

people really feel about the international tax issues 

being debated in a crowded policy arena, and how their 

PG02 PG04 PG06 PG08 PG10 PG12 PG14 PG16 PG18 PG20 PG22 PG24 PG26 PG28 PG30 PG32 PG34 PG36 PG38 PG40 PG42
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Figure 1: Who do people trust 
when it comes to the tax system?

-80% -60% -40% -20% 0% 20% 40% 60% 80%

■ Highly distrust  ■ Distrust    ■ Trust   ■   Highly trust

Non-governmental organisations

Politicians

Professional accountants

Business leaders

Professional tax  lawyers

Media

Figure 2: What’s more 
important – competition or 
cooperation on tax?

■   Number of respondents

International tax 
policy cooperation 

more important than 
competition to increase 

national tax revenue

3,250

925

Competition to increase 
national tax revenue 
more important than 

international tax 
cooperation

Figure 3: Is tax more about 
morals and fairness or laws 
and regulation?

■   Number of respondents

More a matter of 
morals and fairness

1,334

2,693

More a matter of 
laws and regulations

views compare between different countries.’

There are several backdrops to the report that 

help to place these findings in context. There is 

the Organisation for Economic Cooperation and 

Development’s (OECD) Base Erosion and Profit 

Shifting (BEPS) project, which is seeking to establish an 

international set of tax rules to ensure consistency of the 

tax treatment of corporate activity around the world. 

Then there is the wider issue of tax avoidance, where 

corporations or individuals seek to take advantage of 

schemes that allow them to reduce their global tax bill. 

In between, the media has been peppered with stories 

of multinational companies whose tax bills in particular 

jurisdictions have been perceived as particularly small, 

while some countries, such as the UK, seek to lower 

their headline corporation tax rates in order to become 

more attractive to overseas investors.

‘Making taxation work effectively in the globalised, 

digital 21st century calls for collaboration among 

policymakers and commitment to working together on 

implementing agreed steps,’ says Fayez Choudhury, 

IFAC chief executive. ‘But it is citizens who will ultimately 

shape their government’s ability to implement reforms 

to our international tax system, and they will be the 

ultimate beneficiaries.’

As the research notes, public debate on the tax 

system and international tax issues has been intense 

in many G20 countries, sparking major tax policy 

reforms and ‘groundbreaking collaboration’ between 

countries with the aim of achieving a more coherent »  

Rosa Hernandez 

attends the Tax March 

rally in Washington in 

April, where protesters 

called for President 

Trump to release his 

tax returns.

ACCA and CA ANZ team up on research
The G20 Public Trust in Tax report described on these pages marks a major step 

forward in the strategic partnership between ACCA and Chartered Accountants 

Australia and New Zealand (CA ANZ). Sharing expertise, insight and resources was 

one of the objectives of the alliance when it was announced in June 2016. ACCA’s 

Professional Insights team has been working closely with its counterpart at CA ANZ 

on this report as well as other research and technical projects, which will be covered 

in future editions of Accountancy Futures. 

Find out more about the alliance at accaglobal.com/alliance.

Tax | Trust and ethics  | Accountancy Futures
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international system. According to the OECD, more than  

100 countries and jurisdictions have now signed up 

to its inclusive framework on BEPS, which includes 15  

action points covering areas such as the digital 

economy, controlled foreign company rules and 

transfer pricing regulations. 

The BEPS project has brought about an unprecedented 

level of cooperation among tax-collecting authorities 

around the world – a reflection, perhaps, of the  

views of three-quarters of the G20 population who think 

it is important or very important for governments to 

cooperate on tax policy. One Argentinian respondent 

says: ‘I believe it is important to create a closer union 

between countries in order to be able to help one 

another, instead of competing and fighting for resources.’

However, while the debate, certainly among politicians 

and the media, has increasingly focused on the morals 

and fairness of how much tax individuals or companies 

pay regardless of whether or not they have stuck to 

the law and regulations of individual countries, those 

surveyed take a more pragmatic view. Nearly three-

quarters accept that paying taxes is mainly about 

application of the law rather than a question about 

what is morally correct (figure 3). The research also 

found that people are more than two times as likely to 

see paying taxes as more about laws and regulations. 

Although the ‘court of public opinion’ may have 

forced the hand of some multinational companies, 

the G20 population wants governments to set clear 

expectations on how much tax is paid, and by whom. 

Such a move, the report argues, would help earn the 

public’s trust in the tax system.

The G20 population wants 
governments to set clear expectations on how 
much tax is paid, and by whom

■ Average or low income individuals     ■ High income individuals     ■ Local companies     ■ Multinational companies

Australia Canada China Germany India Japan Republic of 
Korea

Russia Saudi 
Arabia

South 
Africa

UK US

80%

60%

40%

20%

0%

-20%

-40%

-60%

Chart shows net percentage, agree or strongly agree less 

disagree or strongly disagree

Figure 4: Who is paying enough tax?

The research finds that the population as a whole is 

not unduly concerned about whether or not local or 

multinational companies are paying a reasonable 

amount of tax – more than half of the population 

agree that they are. However, those in the US, UK, 

Australia, Canada and Italy tend to think that while 

average or low income earners and local companies 

are paying enough, they believe high income earners 

and multinational companies are not (figure 4). As the 

report says: ‘People’s views vary widely… creating a 

challenge for international cooperation on tax policy 

although there are clear clusters of countries where 

people share similar views.’

And drilling down deeper into people’s views on tax 

minimisation strategies, it becomes clearer that there 

is no consistent view on how appropriate it is for 

different sized organisations, and indeed for particular 

individuals, to arrange their tax affairs so they pay a 

minimum level of tax. Overall, the survey found that 

people are 15% more likely to think it is acceptable for 

multinational companies to minimise their tax bill than 

for average or low income earning individuals. 

However, again there is a split here between countries: 

people in jurisdictions such as Argentina, China and 

Indonesia see tax minimisation as more appropriate for 

high-income earners, local and multinational companies, 

but people in countries such as Australia, Germany, the 

US and the UK believe such behaviour would be more 

appropriate for average or low income earners.

The report describes these findings as ‘surprising’. 

But it is the lack of trust in the world’s policymakers, 

and how their policies are reported, that arguably 

provides the most worrying aspect of the research. As 

one Australian respondent put it: ‘To earn trust, you 

need to justify why and how much you are taxing an 

individual, and explain to the public and media where 

that money has been put.’ And as a UK respondent 

says: ‘My trust in media and government is at a low 

level for inaccurate reporting.’
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Protesters at the G20 

finance ministers and 

Central Bank governors 

meeting in Baden-

Baden, Germany in 

March. The banner 

means ‘solidarity 

without borders’. 

Figure 5: Do you agree the work of professional 
accountants contributes to a better tax system?

A more 

effective

tax system

A more 

efficient

tax system

A fairer

tax system

■ Strongly disagree ■ Disagree ■ Agree ■ Strongly agree

60%

50%

40%

30%

20%

10%

0%

-10%

-20%

This in part helps to explain the trust that appears to 

be placed in accountancy and tax professionals, and 

to a lesser extent, tax lawyers. Despite being criticised 

by politicians as part of the problem rather than the 

solution, it would appear that the general public puts 

more faith in the professionals. Indeed, more than half 

of the respondents believe their work contributes to the 

efficiency, effectiveness and fairness of the tax system 

(figure 5). But again there are regional differences. 

So there is no ground for complacency. The report 

concludes: ‘The profession must work to maintain 

the strong level of confidence people place in it 

throughout many G20 countries, and address issues 

and challenges where concerns arise.’ ■

Philip Smith, journalist

The full report, G20 Public Trust in Tax, can be 

found at bit.ly/G20-Tax
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It’s good to do good
Nobel Peace Prize winner, philanthropist and former UN secretary-general Kofi 
Annan explains why he believes business cannot prosper in societies that fail

Q Professional accountants work across many 

industries in many countries. What can they 

do to influence business and political leaders 

to support the UN’s sustainable development goals?

A: It is well known that you can only manage what 

you measure, and as this is the job of professional 

accountants, it means they have huge influence on 

companies’ governance. 

Professional accountants should use that influence 

to encourage the companies they serve to think long 

term and integrate sustainable development goals into 

their accounting, such as by including a natural capital 

account, which I have heard is gaining ground. You 

should be encouraging companies to enhance their 

green credentials by switching to renewables, and to 

respect core labour standards and human rights. The key 

message is that doing good is good for business, too. 

Business cannot prosper in societies that fail.

Q: In the West, there has been shock at what is 

perceived as voter distrust of the ruling elites in our 

democracies (Brexit, Trump, voter apathy). Are there 

lessons Western democracies could learn from the work 

you do to strengthen electoral systems in countries 

where the democratic tradition is not as entrenched as 

in the West?

A: Elections with integrity are a challenge everywhere, 

including in the West. The report produced by my 

commission, the Global Commission on Elections, 
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Democracy and Security, in 2012 showed the corrosive 

impact of money in US politics, for example, which 

undermines the legitimacy of the democratic system in 

citizens’ eyes. Such perceptions partly explain the rise 

of a phenomenon like the success of Donald Trump.

I think that in the West, many citizens, especially 

younger citizens, take their freedoms and institutions 

for granted and focus on their frustrations with their 

governments’ inability to solve pressing problems.

In countries where democracy is either non-existent or 

in development, on the other hand, citizens crave those 

freedoms. Maybe that is one lesson Western citizens can 

learn from those countries: treasure what you have. Use 

your rights and freedoms to effect the change you want.

It is tragic that so few young people in Western 

democracies vote. They have forgotten that their 

ancestors fought for the right to choose and change 

their leaders. They don’t realise that their votes are 

more important than their tweets or Facebook posts. 

Q: What is your view on the status of refugees in the 

modern world? Does the modern system of nation 

states discriminate against people who find life 

untenable in their country of birth?

A: It is true that the principle of national citizenship, 

associated with rights, and the control of a country’s 

borders are two key aspects of modern ‘sovereign’ 

nation states as they emerged in the Westphalian 

order. But there has been much progress since 1648. 

International law now grants rights to all human beings, 

not only to citizens.

The Refugee Convention of 1951 was a major 

breakthrough, outlining the rights of those displaced 

across borders as well as the legal obligations of states 

to protect them. But the drafters of the convention had 

the Cold War in mind and mainly sought to protect a 

few thousand dissidents from the Communist bloc. 

They did not envision the mass displacements of 

people we are seeing today.

I think that these flows of people are the inevitable 

counterparts to the flow of capital and goods. In other 

words, they too are by-products of globalisation. 

They cannot be stopped, but they can and must be 

managed better, more humanely, protecting migrants’ 

human rights whilst accepting states’ rights to control 

their borders. That is what The Elders, which I chair, 

have been advocating for the past two years.

Q: How important was having worked in the UN 

bureaucracy to your success as UN secretary-general? 

Do you advocate leaders spend time on the ‘shop floor’ 

of their businesses before taking a leadership role?

A: Like any large organisation, public or private, the UN 

is a complex machine. In fact it is more of a galaxy of 

organisations and agencies than one machine. It is made 

even more complex by the constant interplay of politics 

and bureaucracy and can certainly be bewildering for a 

novice. So having worked my way from the bottom of 

the ladder to the top certainly helped me navigate 

that complexity, both political and bureaucratic. My 

intimate knowledge of the system allowed me to get 

things done despite the many obstacles. Even so, I did 

not always achieve what I set out to do. Nevertheless, 

my personal example certainly suggests that hands-on 

experience can be helpful to future leaders.

But one must also acknowledge that there are moments 

in an organisation’s development when fresh blood 

and new vision are required, which may imply that an 

outsider may be better suited to the leadership role.

Q: As a former winner of the Nobel Peace Prize, do you 

believe there is a mechanism the UN Security Council 

could  introduce that might help superpowers avoid 

escalating – either deliberately or by accident – wars 

such as that in Syria?

A: The Security Council should be seen as the 

executive committee of the global security system 

set up after World War II. Its members, and especially 

the Permanent 5 (P5), have a special responsibility for 

international peace and security. 

The P5 ought to be dissuaded from using their veto 

power, which can paralyse the UN. The country 

blocking action ought to have to explain its decision 

and propose an alternative solution. It has been 

suggested that a veto only becomes effective if the 

vetoing state has the support of two or three other 

permanent members. ■

Aaron Watson, editor of Acuity magazine

This article was first published in the December 

2016 issue of Chartered Accountants ANZ’s Acuity 

magazine and can be found at acuitymag.com

‘Young people don’t realise 
that their votes are more important than their 
tweets or Facebook posts’

ACCA/CA ANZ alliance boosts value
This article is one of a number we are sourcing from ACCA’s alliance partners at 

Chartered Accountants ANZ. Kofi Annan delivered the keynote address at CA ANZ’s 

Annual Leadership in Government Awards, held in November 2016 in Canberra.

The strategic alliance was agreed in June 2016 to deliver value for members of 

both bodies. Benefits so far include:

* access to each other’s CPD resources, increasing the range of learning 

opportunities for members on a wide range of topics and in a variety of formats

* Reach magazine, a special joint publication with insight and articles sourced 

from both bodies, addressing challenges faced by professional accountants 

across the world 

* opportunities to attend face-to-face events held by the partner body

* the combined power of two strong brands

* joint research activities.

More at accaglobal.com/alliance.
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Generational shift
Cassandra Crowley is focused on ‘where the profession will be tomorrow’ as she 
becomes president of ACCA’s strategic alliance partner Chartered Accountants ANZ

Cassandra Crowley has chosen the theme 

‘evolve’ for her term as president of Chartered 

Accountants Australia and New Zealand (CA 

ANZ), the profession’s 117,000-strong trans-Tasman 

membership body. 

She wants to ensure that chartered accountants – and 

the organisation – remain relevant; the skills chartered 

accountants have, she says, are enduring and can be 

applied across a rapidly changing business environment, 

which is becoming increasingly global and digital.

‘The world around us is changing so quickly that if what 

we do as a profession, who we are, how we manage 

our practices and our businesses doesn’t change at a 

pace at least equal to what’s going on outside, we’ll be 

left behind,’ she says. ‘Every now and then we have to 

evolve a little bit to stay ahead of what’s happening, to 

support our clients, to add value to our communities.’

The organisation itself has evolved in response to 

changes in the profession and to globalisation. CA 

ANZ is an amalgamation of the Institute of Chartered 

Accountants Australia (ICAA) and the New Zealand 

Institute of Chartered Accountants (NZICA), formed in 

2014 to provide the membership body with increased 

scale and resources. It entered into a strategic 

partnership with ACCA in June 2016. 

Crowley is not afraid to push boundaries to ensure 
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the profession continues to evolve. Her appointment 

as president challenges any preconceptions that 

a president needs to be a man with decades of 

experience at a Big Four firm.

While serving her one-year term, Crowley will continue 

to work in her full-time role, where she also challenges 

expectations. Based in Taranaki, on the west coast of 

New Zealand’s North Island, she is kaitumuaki (chief 

executive) of Te Korowai o Ngaruahine Trust. She is 

responsible for managing settlement money received 

by Ngaruahine, a Maori iwi (tribe), for historical 

breaches of the Treaty of Waitangi, New Zealand’s 

founding document between Maori chiefs and the 

British Crown. Some of the tribe were surprised 

to see a non-Maori, or pakeha, appointed to the 

chief executive role. However, others welcomed the 

selection of someone with an appropriate skillset that 

was required at that point in time.

Crowley, who also holds a number of governance roles, 

says the job appealed because of the opportunity to 

make a difference, measured by an increase not only in 

shareholder value and profit, but also in social wellbeing.

Unconventional start
Crowley decided to study accountancy because of the 

business grounding it offered. She also studied law and 

IT, and is a barrister and solicitor of the High Court of 

New Zealand. While there is accountancy in her blood 

(her mother is also a member of CA ANZ), she insists 

that didn’t influence her decision. ‘In fact, I swore never 

to be one,’ she laughs. 

‘In some ways I’m a non-traditional accountant – I 

haven’t worked in a Big Four firm and I have had roles 

that have used, in a practical day-to-day sense, both 

my legal and accounting backgrounds.’

Crowley admits it has taken courage to make non-linear 

career choices. The eldest of three siblings, she says the 

support of her family has been crucial. ‘When you have 

that base of unconditional love and encouragement, 

you have the bravery to attempt things, knowing that if 

you fail, there’s a solid base to return to.’

Her path to presidency began when she won NZICA’s 

Outstanding New Member of the Year award in 2010. 

She was encouraged to join an NZICA local leadership 

team, then NZICA’s council, and was part of the 

working group that considered the amalgamation of 

NZICA and ICAA. She was subsequently selected as a 

councillor of CA ANZ.

She says she pursued this path because she wanted 

to give back to the profession and believed she had 

an obligation to provide a different voice – ‘someone 

younger, someone outside of traditional practice areas’.

While every president is the steward of the profession, 

Crowley says she is concentrating ‘on understanding 

where the profession will be tomorrow. I don’t think 

that’s radically different from the concerns of other 

presidents, but I think I’m giving it a sharper focus.’

She hopes her appointment will address outdated 

stereotypes. ‘Some people perceive professional 

accountants to be a bunch of old fuddy-duddies.’

She adds: ‘CA ANZ isn’t an exclusive club. It means we 

are professionally connected in the interests of serving 

our communities, whether they be business communities, 

not-for-profits, policy-setting or taxation, and that service, 

ethics and skill is what makes us a profession.’

In 2016 Crowley won a prime minister’s business 

scholarship in New Zealand, the only woman among 

the nine recipients. She believes the challenges 

women face in the workplace often concern perceived 

complications around families, and sometimes 

women’s own hesitancy to put themselves forward. 

Blazing a trail
In the war for talent, she points out, companies 

now have to develop more sophisticated ways of 

populating their workforce, which includes offering 

greater flexibility in working arrangements. She notes 

that a happy employee is a productive employee.

‘The more that can be done to create business models 

and lifestyles that mean people are productive at work, 

and we have access to greater talent pools, the more 

successful those enterprises will be.’

As CA ANZ president, Crowley wants to help younger 

members see their interests better reflected. She hopes 

the CA designation will continue to be a passport 

to the business world. When asked what she is most 

looking forward to in the role, she cites engagement 

with members and collegiality with fellow accounting 

bodies, including ACCA.

The coming year will be a busy one for CA ANZ, and 

Crowley applauds its practice of having one vice-

president for Australia and one for New Zealand. ‘Each 

of us has various roles that we carry out in supporting 

the profession,’ she says. ‘The accent changes, but the 

model we have is really  great at ensuring that those 

needs and voices are heard all the time.’ ■

Jennifer Black, deputy editor of Acuity, the member 

magazine of Chartered Accountants ANZ

Cassandra Crowley
Cassandra Crowley is Kaitumuaki/chief executive, Te Korowai o Ngaruahine Trust, 

a post she has held since 2014. Between 2009 and 2014, she was CEO at Local 

Government Online. From 2007 to 2009, she was head of compliance and markets 

policy at New Zealand Exchange, and before that, she was senior analyst and 

management accountant at the Ministry of Economic Development, New Zealand. 

She is also a barrister and solicitor of the High Court of New Zealand and holds 

various governance roles, such as at The Skills Organisation and Student Job 

Search. She became president of CA ANZ in 2017.

‘Every now and then we as a 
profession have to evolve a little bit to stay ahead 
of what’s happening, to support our clients’
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Woman on a mission

In 2014, Rachel Grimes stood face-to-face with Pope 

Francis in the Vatican. The meeting was, she says, an 

‘amazing and overwhelming’ experience. The leader 

of the Roman Catholic Church addressed the delegation 

of which she was part on the importance of the 

accounting profession to society. Grimes recalls: ‘He said, 

“You control the money. Don’t leave anybody behind in 

the process, and be aware of fraud and corruption.”’

Grimes’ career has been defined by that broader 

contribution to her profession and society, and Pope 

Francis’ message resonated strongly with her. ‘I don’t 

want to sit on the sidelines,’ she says. ‘I want to get 

in and help. That’s my standard modus operandi. I’m 

prepared to roll up my sleeves.’

As a former president of the Institute of Chartered 

Accountants Australia (ICAA), which merged in 2014 

with its counterpart the New Zealand Institute of 

Chartered Accountants to form Chartered Accountants 

Australia and New Zealand (CA ANZ), Grimes recently 

became president of the International Federation of 

Accountants (IFAC), the global organisation for the 

accounting profession. Her appointment comes at a 

time of significant change for the accounting profession, 

not least as a result of technology disruption, which she 

wants the industry to be better prepared for. 

Another major challenge is the ever-growing global 

regulatory burden, particularly around standards and 

frameworks. Grimes believes that the profession is on a 

strong footing and living up to Pope Francis’ lofty vision. 

However, she wants to use her presidency to defend 

against regulatory overreach. ‘We need to draw a line in 

the sand in terms of standards setting,’ she says.

Early influences
Making a contribution to society was instilled in Grimes 

as a child. She grew up in Sydney, where her father was a 

lawyer, and her mother a nurse. ‘My parents were dedicated 

to community service. They set a fabulous example in 

trying to contribute as much as you can.’ At school fetes, 

Grimes would help her father count the takings.

As president of IFAC, CA ANZ member Rachel Grimes FCA is working to deliver a 
strong standards-setting model that will support accountants in challenging times

Starting her career at PwC, she worked in audit, 

specialising in banking, but also helped with other 

clients, including the global sports talent management 

company IMG. ‘As a self-confessed sports nut this was 

heaven,’ she says.

Rob Ward, a former ICAA president himself, now head 

of leadership and advocacy at CA ANZ, employed 

her as a graduate. ‘Rob has been a big influence 

throughout my accounting career. I probably wouldn’t 

be sitting here today without his guidance.’ 

It was Ward who introduced her to the broader role an 

accountant could play. When he was ICAA president, 

Grimes would sit in on meetings with him. ‘I saw a 

different side of accounting in terms of the influence 

on outcomes, such as in meetings with regulators.’

Grimes completed her ICAA qualification at PwC, 

and sees it as a passport to the world. ‘If you want 

to travel, having that qualification allows you to 

work anywhere,’ she says, adding that CA ANZ has 

members in 122 countries.

Grimes’ initial goal was to become a partner. ‘I had my 

blinkers on,’ she admits. But then wealth manager BT 

Financial Group approached her with a very interesting 

offer. She was torn, but decided to make the move. 

‘The hardest path often works out the best as you learn 

the most,’ she adds. ‘You need to challenge yourself in 

different ways.’

After BT, in 2007 Grimes became director of mergers 

and acquisitions at Westpac, where she spent seven 

years working on major transactions, including the IPO 

of BT Investment Management and the merger of St 

George and Westpac itself. 

In July 2014, she became CFO of Westpac’s group 

technology division. ‘Westpac is an amazing 

organisation that has supported me in each stage of 

my volunteering with the accounting bodies, and it 

complements my desire to assist people,’ she says.

Grimes joined ICAA in Australia in 1994, becoming a 

fellow in 2002 and a director in 2006. In 2011 she was 

appointed president, only the second woman to hold the 

title. She laid the foundations for the successful merger 

between the Australian and New Zealand member bodies 

by aligning their education and technology platforms.

Grimes joined the IFAC board in 2011. The goal then was 

to provide greater representation of accountants from 

the business sector, and she saw an opportunity to work 

closely with someone she deeply respected. In 2014, 

IFAC was about to appoint its first female president, 

Olivia Kirtley, who was also IFAC’s first president from 

industry and business rather than public accounting. 

‘With ethics at the very 
foundations, accountants operate within the 
public interest. This should never be forgotten’
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‘I think Olivia is outstanding and I knew she was someone 

I could learn a lot from,’ Grimes says. She put her hand 

up to work alongside Kirtley as IFAC’s deputy president, 

and succeeded after a rigorous selection process that 

included mock presentations and press conferences, and 

an eight-person panel interview. As deputy president she 

was responsible for setting a three-year strategy for IFAC.

At the end of Kirtley’s two-year tenure as president in 2016, 

Grimes was elected to replace her as the leading voice 

of the accounting profession globally. She has moved 

quickly. By setting up a technology advisory group, she 

has positioned the accountancy industry to manage 

the risks and embrace the opportunities of technology, 

particularly artificial intelligence and robotics. The group’s 

first meeting this year included the CEOs of all of IFAC’s 

member bodies as well as computer giant IBM.

Grimes says accountants need to differentiate 

themselves in a world where technology can perform 

many core tasks in areas such as auditing, but where 

analysis and high-level business understanding remain 

crucial. ‘People will always want that face-to-face 

service. What skillsets do we have to build around 

young people so they can deliver on that?

‘We need to make sure we are across things that are 

changing quickly, like technology,’ she adds. ‘Data, for 

example, is the most valuable asset of any company. 

But it’s not on any balance sheet. How do we audit that 

and place a value on it?’

Grimes also wants to help attract and retain young talent, 

and to recruit more women. As ICAA president she met 

pioneering female accountants from across Australia. 

But her key ambition is to create certainty around 

the setting of accounting standards and frameworks. 

The Monitoring Group of international regulators and 

financial institutions, and the Public Interest Oversight 

Board, are reviewing the standards-setting model 

to ensure the public interest is being met and that 

the industry has the most appropriate governance 

structure. Grimes says IFAC is always looking for ways 

to improve the standards-setting process and has 

allocated significant resources to this.

She warns against diluting the role of accountants in 

the standards-setting model. ‘Accountants are experts 

in their respective fields,’ she says. ‘The technical 

expertise is such that a lay person cannot assume that 

responsibility. It is absolutely in the public interest that 

the best possible individuals from diverse geographic 

regions and backgrounds from  the accounting 

profession are best placed to develop standards.’

There is a fine line, she says, between creating an ‘overly 

independent’ standards-setting model and having the 

deep expertise of accountants to draw on. ‘With ethics 

at the very foundations, accountants operate within the 

public interest,’ she says. ‘This should never be forgotten.’

Knee-jerk reactions
Another concern is to avoid ill-considered changes to 

the process in response to events. ‘The model should 

not be constantly tinkered with to account for extreme 

scenarios,’ she says. ‘Rather, the focus globally should 

be the speed to market of standards, and the adoption. 

This will ensure that scarce capital is allocated to the 

most efficient users.’

Grimes firmly believes the accounting profession is on 

track to live up to the message of Pope Francis, and plans 

to defend it staunchly during her tenure as IFAC president.

‘The accounting profession is first class,’ she says. ‘A 

profession, by definition, is something that’s ethically 

based. The global accounting profession is strong, it 

has robust foundations and a solid framework for our 

members to turn to in difficult times. The member 

bodies are always looking at better ways to support 

their members – that’s three million accountants across 

the globe.’ ■

Ben Power, journalist based in Sydney

This is an edited version of an article that was first 

published in Acuity, the member magazine of ACCA’s 

strategic alliance partner Chartered Accountants ANZ

Rachel Grimes
Rachel Grimes became president of the International Federation of Accountants 

(IFAC) in 2016. In 2014 she was appointed CFO, group technology division, of 

Westpac. In 2011 she was appointed president of the Institute of Chartered 

Accountants Australia, having been state chair of the NSW Regional Council from 

2004. Between 1998 and 2007 Grimes held numerous roles within BT Financial 

Group, including M&A, life insurance and CEO’s office. She became an ICAA 

member in 1994 and fellow in 2002. She joined PwC in 1990.
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Dysfunctional behaviour
Small businesses in the MENASA region are particularly vulnerable to acts of 
bribery and corruption, as ACCA’s Arif Mirza explains

Bribery and corruption in the MENASA (Middle 

East, North Africa, South Asia) region continue 

to make headlines. Some political parties base 

their entire electoral raison d’être on a groundswell of 

public opinion for accountability, particular after last 

year’s Panama Papers revelations.

The vast majority of businesses in South Asia and the 

Middle East are small and medium-sized enterprises 

(SMEs). They are an important part of national and 

global supply chains, represent a major source of 

employment, and make a signifi cant contribution to 

economic growth. However, their size can make them 

an easy prey for corrupt public offi ceholders, especially 

those who issue licences, NOCs (no objection 

certifi cates), permits, certifi cations and accreditations. 

Business processes that should be straightforward and 

low-cost procedures can be a bureaucratic minefi eld, 

and a bribe can often secure a safer and faster route 

through. This culture breeds self-perpetuating 

dysfunctional behaviour in markets, causing stress and 

diverting managerial attention that would be better 

devoted to running and growing the business. 

Ultimately, the public bears the cost of corruption 

and bribery either through higher prices or through 

purchasing goods and services that have not undergone 

proper checks. South Asia is rife with food on sale that 

is unfi t for human consumption, collapsed and burned-

down factories that were never checked for health and 

safety, and fi ddled electricity and gas meters. 

Accountants are in a pivotal position to make a 

difference in this area, and ACCA is determined that 

members have the skills, training and the professional 

encouragement to do so. Ethics is now an integral 

element of ACCA’s training framework and all 

members are required to update their knowledge and 

awareness of ethical issues on a regular basis. ACCA is 

committed to opposing bribery and corruption in both 

the public and private sectors, and has worked with 

Transparency International, the global anti-corruption 

pressure group, to develop a set of global anti-bribery 

principles framed for SMEs. 

SMEs tend to respect independent and objective 

regulators that have teeth. In Pakistan, for example, 

the Competition Commission, which has jurisdiction 

over competition and public procurement, has a three-

member tribunal and an appeals process. Many of the 

MENASA countries are signed up to some of the most 

important international conventions on anti-corruption 

(see box, opposite) and are increasingly engaged in 

countering bribes, gifts and unoffi cial payments to 

public servants.

Research suggests that startups and more innovative 

businesses are more susceptible to bribery and 

corruption than bigger enterprises because they have 

more layers of potentially bribe-demanding agents 

to go through. One way for SMEs to fi ght back is to 

commit to Transparency International’s broad business 

principles: prohibiting bribery by the enterprise in any 

form, direct or indirect; and implementing an anti-

bribery programme that incorporates ethical values, a 

code of conduct, detailed policies and procedures, risk 

management, internal and external communication, 

training and guidance, internal controls, oversight, 

monitoring and assurance. ■

Transparency International’s broad business 

principles are set out at transparency.org

For free anti-corruption and risk management 

resources, visit the GAN Business Anti-corruption 

Portal at ganintegrity.com

Arif Mirza is ACCA’s 

regional head of policy 

for the MENASA 

region.
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Bangladesh Pakistan Sri Lanka UAE

UN Convention 
Against Corruption

Accepted 2007, did 
not sign

Signed 2003 and 
ratified 2007

Signed and ratified 
in 2004

Signed 2005 and 
ratified 2006

UN Convention 
Against Transnational 
Organized Crime

Accepted 2011 Signed 2000 and 
ratified 2010

Signed 2000 and 
ratified 2006

Signed 2002 and 
ratified 2007

OECD Anti-Bribery 
Convention

No No No No

ADB/OECD Anti-
Corruption Initiative

Yes Yes Yes N/A

Notes from the GAN Business Anti-corruption Portal

Judicial system High risk of 
corruption. Very 
low salaries for 
officeholders. 
Contract 
enforcement takes 
1,442 days.

Lack of capacity, 
and corruption and 
political interference 
across the structure. 
Fear of reprisals in 
high-profile cases.

Manipulation 
by elite, lack of 
independence and 
public trust. Court 
proceedings are 
lengthy.

No significant risk. 
Practically, courts 
are subject to 
review by political 
leadership. Contract 
enforcement takes 
465 days less than 
OECD average.

Police High risk due to low 
salaries and capacity. 
Political patronage 
and impunity. 

Businesses unable 
to rely on the police 
for protection. 
Corruption prevalent 
in lower levels.

Perceived as the 
most corrupt 
public institution. 
Little confidence 
in protection from 
business crime.

Low risk of 
corruption. Robust 
governance, 
and companies 
demonstrate a high 
level of trust.

Public service High risk. 60% of 
firms expect to make 
gifts or irregular 
payments for public 
services. 

High levels of 
corruption. Gifts and 
irregular payments 
made for ‘business 
as usual’ public 
services.

8% of enterprises 
dealing with 
licensing agencies 
make unofficial 
payments of around 
5% of official fee. 

High trust and 
business-friendly. 
UAE has least 
risk across region 
of bribery and 
corruption in public 
utilities.

Land administration High risk. Scarcity 
of land. Land 
registration takes 
244 days (98 days 
average in South 
Asia).

Likely to encounter 
corrupt practices, 
but registering 
property takes an 
average of just 50 
days.

Linked with weak 
judiciary. 

Fair and just. 
Registering property 
takes less than two 
days. Problems 
in transactions 
between nationals 
and non-nationals. 

Tax administration 40% of firms make 
gifts to tax officials. 
Tax liabilities often 
negotiated with 
passive involvement 
of accountancy and 
audit firms.

Susceptible to 
bribery. A third of 
firms report being 
expected to bring 
gifts to meetings 
with tax officials. 

Tax payments 
greater than 
the regional 
average. Too 
many discretionary 
powers. 

Very low risk due to 
tax-free zones.

Customs 
administration

High risk. 70% of 
firms expect to give 
gifts for import 
licences.

Corruption at the 
border and red tape.

Poor customs 
performance leading 
to competitive 
disadvantage.

Low risk, but costs 
can be higher 
for processing 
documents.

Public procurement High risk. Bribes 
and favouritism in 
contract awards. 
50% of firms expect 
to have to offer gifts.

90% of firms report 
gifts are expected 
for government 
contracts.

90% of firms report 
gifts are expected 
for government 
contracts.

Moderate risk. Lack 
of transparency 
in bidding and 
tendering.

Legislation Anti-corruption and 
money laundering 
act. Right to 
information act has 
set the direction for 
future transparency.

Anti-corruption 
act, and ordinance 
criminalises public 
and private sector 
corruption.

Anti-bribery act 
but loopholes for 
agents and foreign 
parties. Anti-money 
laundering and 
corruption acts.

Laws and codes of 
conduct. Penal code 
clauses on bribery 
and corruption. 
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The innovation game
In responding to change and disruption, companies must learn to manage  
the risks around innovation, says Dr Paul Walker

Accountancy Futures | Risk and governance | ERM
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If enterprise risk management (ERM) is about 

helping companies create, protect and enhance 

shareholder value, as one definition has suggested, 

then ERM undoubtedly has a role to play in corporate 

innovation. A research report for ACCA and the 

Institute of Management Accountants (IMA) highlights 

the key relationship between these two processes and 

their role in helping companies manage the waves 

of disruption they face from the likes of big data, 

increased competition and the internet of things.

New guidance from the Committee of Sponsoring 

Organisations of the Treadway Commission (COSO) 

and the International Organisation for Standardisation 

(ISO) seems to suggest there are multiple dimensions 

to strategic risk. Two of the categories are first, 

choosing the right strategy; second, delivering and 

implementing that strategy. 

Risks related to choosing the right strategy can be 

about matching the strategy to the business, the macro 

context and the environment. These risks can also be 

related to developing the capabilities for delivering on 

that strategy. Risk management related to delivering 

and implementing the strategy, meanwhile, might 

include measuring the success of the strategy or 

measuring the strategic components of the business 

model that are the keys to success. Innovation is itself a 

response to these strategic risks, and companies must 

learn to manage the risk around innovation too.

The ACCA/IMA research report reveals that when 

deciding their strategy, some organisations believe the 

key is to understand the waves of change and disruption 

heading towards the company; after all, without an 

understanding of these changes, a company might 

well be innovating, but in the wrong places. The report 

quotes Bob Hirth, the COSO chairman: ‘Emerging risks 

and innovation are two staple topics today and need to 

become a standard part of the corporate conversation. 

First, what events are coming over the horizon and 

how will they impact us? Second, how do we not just 

change, but leap forward by developing the discipline 

to commit to [innovation] and the ability to successfully 

innovate?’

Change toolbox
Companies use a variety of tools to gain an 

understanding of the risky waves of disruption and 

change. These include:

* business model and value proposition calibration

 *     matching strategy to the expected competitive and 

economic environment

* strategy analysis 

* value killer workshops

* black swan workshops

* strategic bow-tie analysis 

* emerging risk analysis 

* risk deep-dive scenario analysis 

* game theory

* opportunity workshops.

These tools are used to identify and understand 

how noise, change, disruption, innovation and so on 

impact the organisation. For example, companies 

might use business model workshops to ensure they 

clearly understand their own business model, how the 

product or service gets to the customer, the critical 

success factors in each step, the value delivered to the 

customer, the potential disruption around each step, 

or the risks surrounding each step. Other tools can 

be used to test how well the current business model 

matches the context and environment.

Workshops about how the business could be destroyed 

can be valuable because they are able to expose the 

weaknesses and risks in the business model, which 

can then be strengthened or managed. Workshops 

about unknowns, emerging risks or black swan risks 

are valuable because they force the organisation’s 

leadership to consider what they might be missing. 

Risk management thinking has changed dramatically, 

and most board members today will appreciate an 

executive team that runs such tests to ensure that all 

unknowns and emerging risks have been identified. 

Without such assurance, board and company leaders 

are left with a simple, old-fashioned risk management 

process. Opportunity workshops nicely complement 

the value killer and unknowns workshops. They are 

designed to make executives consider the upside and 

new opportunities for each of the major risks. 

The emerging risk idea has taken on more importance 

as companies feel additional pressure from change, 

disruption, competition, new business models, etc. 

Sometimes the difficulty here is just seeing the change 

coming at the company. Identifying change and new 

risks sooner can have significant benefits. 

Other challenges include converting noise or change in 

the market into signals that actually affect the company 

and then linking those signals to the business model. 

Interpreting this business model impact is a challenging 

exercise, but it is one that must be undertaken.

Multiple approaches
Once organisations understand the risk and change 

coming at them, they are in a better position to know 

where to innovate. Not having a full understanding 

of the noise and signals facing the organisation is 

no excuse for not getting started on innovation and 

change within the organisation. A variety of approaches 

to managing the risk around innovation are being 

developed. The ACCA/IMA research study highlights a 

number of such approaches (see box on next page). »

Workshops about how to 
destroy the business can be valuable because 
they can expose the weaknesses and risks in 
the business model

Dr Paul Walker is 

director of the Center 

for Excellence in ERM 

at Tobin College of 

Business, St John’s 

University, New 

York, and a member 

of the COSO ERM 

Framework Advisory 

Council.
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It is generally accepted that there is a direct link 

between culture and innovation, but some of the 

other approaches may be new to many companies. 

Sophisticated companies are moving beyond stage-

gate project management techniques by trying to 

incorporate enterprise risk thinking into the stages. 

Other organisations insist that all new projects that meet 

a particular threshold undergo an ERM review or involve 

an ERM executive in the process; in essence, they are 

bringing risk acumen on board and taking a more holistic 

view of the innovation and how it relates to other risks. 

Risk post-mortems are methods for reviewing failed new 

products and innovation from a risk perspective, seeking 

to determine whether a risk was missed or a probability 

and impact assessed incorrectly. 

Newer approaches include developing potential 

innovation from the business model view rather than 

just developing new products or technology. This 

approach works best when the basic business model 

and related risks are first understood. These approaches 

to managing innovation risk better sometimes result in 

innovation showing up as one of the top risks facing 

the organisation and being listed on the risk map or 

risk register. 

Options for managing innovation-related risk
Approaches to managing innovation-related risk include:

* building a culture of innovation

* incorporating risk into innovation processes

* requiring risk acumen

* running risk post-mortems

* carrying out risk-adjusted analysis

* being innovative with the business model

* putting innovation on the risk map

* building innovation governance

* changing thinking. 

Source: ACCA/IMA

One final method is to build an innovation governance 

approach. Given that innovation budgets in some 

companies can be hefty, this approach makes 

sense. A Fortune 50 risk leader has summed up 

the importance of such efforts like this: ‘Innovation 

manages strategic risk. If you know the real risks, you 

can innovate more.’ ■

Innovation and ERM: partners in managing the 
waves of disruption is at bit.ly/Innov-ERM

20 | Edition 14

Accountancy Futures | Risk and governance | ERM

R_ERM.indd   20 05/06/2017   16:38



Windows on the world 
For Microsoft’s UK CFO, Ivana Luketic Kostic FCCA, disruption and new ways of 
doing business have been at the heart of a 15-year career with the company
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In the journey from her native Croatia to regal 

Windsor in the UK, Ivana Luketic Kostic FCCA 

can honestly say she has seen and experienced 

a whole spectrum of working styles. From working 

in a very young, competitive atmosphere in Eastern 

Europe through to a more established environment 

in  Reading, there is probably not much that can 

phase her as she approaches her second anniversary 

as UK chief financial officer for global technology 

giant Microsoft.

It has been a journey that has taken her from Zagreb 

to Moscow, from Paris to Munich, from an international 

accountancy firm to one of the most valuable 

technology groups on the planet. The one constant 

has been her ACCA Qualification, the rest she has had 

to learn on her way.

‘My journey with Microsoft has been going for 15 

years now, with changing locations and changing 

places, but it has really helped me to grow, not just 

as a professional but as an individual. So even if my 

journey  at Microsoft ends tomorrow, I can say that 

I learnt so much about myself,’ Kostic says. ‘I am 
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‘The ACCA Qualification is not just  
the credential that you get, it is everything that 
comes afterwards’

always  grateful for the opportunity to have been part 

of this company.’

She describes herself as an outlier, coming from 

Croatia and having gone to an ordinary university. 

But she has worked hard to maintain her own identity 

in the two notoriously male-dominated industries of 

accountancy and technology. 

‘This is top of mind for everyone because you want 

your workforce and your leadership team to reflect 

market reality,’ she explains. ‘I always try to stay who I 

am, instead of trying to play like a man. The different 

perspective that you can bring, different insights, 

different views, it is so unique. And spending the 

energy trying to be someone that you are not is too 

taxing, too consuming. I can say that this is what I bring 

to the table, this is my view, but I’m happy to discuss 

your view as well.’

Kostic is proud of the fact that she has had the 

opportunity to work with people from many different 

countries and cultures: from the US, Russia, the UK, 

Germany, France. ‘In this headquarter role, I have been 

able to work with people across the world,’ she says. 

‘You can really see how the different perspectives can 

enrich every conversation.’

She admits that when she was younger she tried 

different styles and different techniques when working 

with colleagues, but was most successful when she was 

being herself. ‘By being yourself, you can bring your “A 

game” to the table,’ she says.

Invaluable advice
Mentors have played an important role in Kostic’s 

career development, and she points to her managers 

as having provided invaluable advice and guidance. 

‘They were deeply interested in my success. Not my 

progression through the ranks, but in myself, as a 

professional and as an individual. I am a big believer in 

putting these two together,’ she says.

The advice that she received from her first manager 

when she joined Microsoft in Croatia still sticks in her 

memory. ‘I began working in Microsoft when I was 26 

years old. I had a lot of dreams about how the world 

worked. But he advised me about integrity, and not to 

compromise one cent.’

Other managers through her finance career have 

shown her support and belief, teaching her how to 

enable others. ‘I am a big believer in people who can 

do a great job. I always try to enable other people to 

be successful. I find that extremely valuable.’

The ACCA Qualification has also played its role 

in Kostic’s development: ‘I always think about the 

qualification in a much broader sense. It is not just 

the credential that you get, it is everything that comes 

afterwards. There is the ACCA network, the available 

resources and the continuing learning. This is the major 

value. When I started studying for the qualification 

I thought about how it can shape my future, but 

once you have finished and you progress in your 

professional life you realise how rich a resource it is. 

Through ACCA, and its publications, I can understand 

what is top of mind, what the topics of the day are, for 

the accounting community.’

Throughout her working life, Kostic’s career has been 

marked with change, not just in where she worked 

but also in the times in which she was working. 

Disruption  is not a new concept for her. ‘Growing 

up  as a teenager, influenced by television and the 

news, with propaganda against other nations, it was 

such an eye-opener to have the opportunity to go 

outside and see that the world is different from what 

we were told,’ she says.

Now coming up for two years in the UK at the time 

of writing, Kostic is well placed to be able to contrast 

the different working styles and atmosphere with her 

previous experiences. Understandably, she found the 

UK to be a very different geo-political environment 

compared with her experience in, say, Russia. ‘You 

can focus your energy on the right areas. You can 

really spend time on  supporting and accelerating 

the business. The culture and the history affects how 

people think and what their priorities are, and how 

they deal with everyday challenges.’

She has observed different management styles, 

finding that in some of her previous positions, ‘if you 

were not tough and put a stick in the ground, things 

did not work’.

‘I can’t say one system is better than the other, they are 

different, and they open up different opportunities. In 

the emerging markets, CFOs are younger. Here in the 

UK, it is a different dynamic and level of sophistication. 

You need to have gone into the topics in depth before 

you can come to the table.’ ■

Philip Smith, journalist

Ivana Luketic Kostic FCCA
Kostic began her professional career with Arthur Andersen in 1996. It was at 

Andersen that she began studying for her ACCA Qualification. ‘There were not 

many multinational companies in my country at that time, though Andersen’s 

London office was responsible for Croatia and was auditor of the largest, in fact 

the only, oil company in the country. I was still at university studying economics, but 

had the opportunity to take on some work with Andersen, and stayed with them 

for five years,’ she recalls. ‘I learned a ton there. It was not a big practice, so you 

were engaged with all kinds of work, from audit to due diligence. It was very intense 

work, but something that I would recommend for any young professional. Every 

week it was a different client, and it gave me a foundation for anything that I would 

do in the future.’ Kostic was offered the position of finance manager in Croatia for 

Microsoft in 2001, beginning her 15-year career with the company.
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The shared option
Offering broader experience than a traditional finance career path, shared services is 
becoming a smart choice for aspiring CFOs, especially as technology evolves

Shared services has come a long way since it first 

emerged as a finance model in the 1980s. The 

original idea was to bring together the financial 

grunt work – common transactional processes such 

as payroll, accounts payable and purchasing – under 

one roof, resulting in less duplication and lower costs. 

Over the past 30 years the shared services model has 

steadily evolved, encompassing more complicated and 

valued processes, disciplines beyond finance and, in 

multinational organisations, an even wider geographical 

scope. At its extreme, it has created the global business 

services (GBS) organisation, covering tasks as diverse as 

IT, human resources, procurement and sales.

The evolution of shared services has gone so far 

that it is fast becoming an accepted career path 

for finance professionals, muddying the traditional 

career trajectory for those aiming for an eventual CFO 

role. Yet shared services still struggles with an image 

problem, often seen as a dead-end career that may fail 

to develop the skills and experience necessary for a 

top-flight finance role. 

Is that really the case? A new report from ACCA’s Talent 

Equation series, Finance shared services careers: 
opportunity or end game?, looks in detail at how 

shared services continues to disrupt finance career 

paths, drawing on the insights of 250 shared services 

leaders around the world. The results challenge some 

commonly held beliefs about careers in this area, as 

well as putting forward suggestions for improvements 

to finance career pathways.

The study shows that shared services roles have become 

an attractive career choice for finance professionals. 

Increasingly, they are choosing a role in shared services, 

rather than ticking it off the list of necessary experiences. 

As one respondent said, shared services is no longer 

‘some place you get pushed kicking and screaming 

when you would rather be a “true” finance person’.

Of those taking part in the study, 36% said that they 

had taken their current shared services or GBS role in 

order to gain skills that went beyond finance, and 44% 

said their decision had been motivated by a desire 

to work more broadly across the business; 45% were 

intending to develop a long-term career in business 

operations, whether that was shared services, centres 

of excellence, or GBS. 

‘Our findings confirm that finance leaders electing  

to pursue shared services careers are challenged  

and engaged by the variety these roles offer, and are 

not necessarily looking for a path out,’ the report’s 

authors say.

A significant draw for those working in shared services 

is that finance mastery alone is not enough to be 

successful in their role. Finance skills are important, of 

course, but broader business skills – in particular, soft 

skills such as communication, change management and 

customer interaction – are if anything equally essential. 

Considering that soft skills are becoming a must-have 

for finance professionals in business generally, a career 

path that actively encourages their development has 

obvious attractions. 

Added to that, shared services is relatively unique within 

‘It’s no longer some place 
you get pushed kicking and screaming when 
you would rather be a “true” finance person’
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an organisation in that it routinely presents opportunities 

to link processes across departments, geographical 

regions and functions. Finance professionals working in 

this area have a wider view of the organisation than they 

would in a traditional finance function. To quote from 

the report again: ‘Thinking that finance shared services 

is not much more than the processing factory of any 

organisation is a fallacy… shared services roles provide 

a unique opportunity to build broad management skills 

as finance organisation structures become flatter.’

It is hardly surprising, then, that those working in shared 

services are happy about their choice; 60% of survey 

respondents said they were satisfied or very satisfied 

with their current role, and only 8% were unhappy.

A place at the top table
But not everything in the garden is rosy. The report 

points out that, in most organisations, shared services 

does not form part of a  formal finance career path. 

Unless such pathways track in and out of shared 

services to the retained team and back, there is a risk 

that shared services will be seen as the less varied, 

and perhaps therefore less exciting, option for finance 

training. Only 20% of those taking part in the study felt 

that shared services had  direct representation at the 

top table in their organisation, and a quarter believed 

that they had little or no corporate influence. As one 

respondent said: ‘We need to change the reputation. 

It is starting to improve. Culturally it is not seen by 

our finance community as a place they’d desire to work 

as part of their career plan.’

The report argues that finance shared services has 

begun to perform high-value, complex work only in the 

past decade. ‘It takes time to earn a seat at the table,’ 

it says, and delivering standardisation, compliance and 

cost reduction alone will not do it. Its leaders need to 

explain, loudly, the value they create.

The game-changer could be technology. Automation 

and  artificial intelligence sit well within the shared 

services model, and the report argues that the 

continued march of technology could ‘reposition 

shared services from back office to hotbed of 

innovation, underscoring the real, tangible business 

value that shared services delivers to the enterprise’.

Almost 78% of those taking part in the study agreed 

or strongly agreed that technology will allow shared 

services professionals to focus on much higher value-

added activity, ultimately putting to rest the ‘finance 

factory’ image. ■

Liz Fisher, journalist

Find out more about what the next generation 

of finance and accounting professionals need 

to succeed at accaglobal.com/thefuture

Read ACCA’s report Finance shared services careers: 

Talent | Finance | Accountancy Futures
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Shared services careers
The ACCA report Finance shared services careers: opportunity or end game? 
makes several recommendations for employers that could improve the value and 

contribution of their finance professionals:

* Formalise the career path By formally including shared services on the finance 

career path, organisations make the talent pool much bigger, broader and 

richer. Shared services experience gives finance professionals opportunities 

to work globally, manage large teams, enact change, interact directly with the 

business, and acquire not only finance but vital commercial skills. Smart finance 

organisations map these skillsets, and devise pathways that add value for the 

finance professional and the enterprise as a whole. 

* Demonstrate visible sponsorship When top executives ‘have the back’ of shared 

services leaders, the art of the possible when it comes to enterprise value 

creation increases exponentially. 

* Look to increase scope and scale Finance professionals’ career opportunities (and 

capabilities) are expanded when their organisation adds processes,  functions 

and geographies to shared services operations. 

* Value broader skills Think of finance shared services as  a business within a 

business. To be successful, it must demonstrate customer service skills, and the 

ability to manage change, to manage cost across the enterprise on a commercial 

basis and deliver processes end-to-end to create efficiencies. When attainment 

of these capabilities is put on a par with core finance skills, the finance function 

can demonstrate much more value to the enterprise.

* Use shared services as your innovation lab Shared services units have a unique 

opportunity to trial new technologies. As an added benefit, shared services 

becomes an attractive career proposition to millennials.
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The next top models
With today’s global economy shaped by technology, startup culture and alternative 
access to finance, an ACCA report examines the next generation of business models

A well-worn Silicon Valley joke goes like this: 

‘A million guys walk into a Silicon Valley bar. 

No one buys anything. The bar is declared a 

massive success.’ The sound of hollow laughter was 

still ringing when the dotcom bubble burst.

The late 1990s were the point when ‘business model’ 

entered the language with a vengeance. Internet 

startups were all about new business models; get it 

right and success was seen as almost guaranteed. The 

fallout from the dotcom bubble muted that debate for 

a while but today the business model is back.

This is because, as a new study from ACCA points out, 

the global economy has entered a new era. Technology, 

a growing startup culture and alternative access to 

finance have changed the way we do business and 

opened up the potential to find new ways of meeting 

customers’ demands. The falling cost of increasingly 

sophisticated technology is bringing new ideas to the 

fore and lowering barriers to entry. ‘This has allowed a 

generation of Davids, armed only with limited financial 

means and their ideas, to take on Goliath incumbents at 

their own game,’ says the report, Business models of the 
future: emerging value creation. And that has caused us 

to reappraise how businesses create value.

The report looks in detail at six ‘business models of the 

future’ that have the potential to change the way we 

live and work. Some can already be seen in practice in 

successful businesses; others are still developing. 

The platform-based model
Airbnb is a classic example of a platform-based 

business model – a digitally enabled marketplace 

that directly matches buyers and sellers. The platform 

owner generally receives a fee from users but the real 

value, as the report explains, lies in data. As  scale 

and network effects kick in and the number of users 

escalates, this ‘allows value to be created from data 

that is generated by people using the platform – a 

radical change in how feedback from users of a product 

or service is generated and then operationalised’.

One of the unintended consequences of the platform 

model, the report points out, is that it is changing the 

nature of work, as a new breed of businesses have been 

created that match buyers and sellers. This is causing us 

to rethink long-held assumptions about employee rights, 

employer responsibilities and the role of regulation.

Mass customisation
The first version of mass customisation – mass 

customisation 1.0, if you like – involved businesses 

tailoring their products to the specific desires of 

their customers. Dell, for example, offered a limited 

range of specifications that allowed its customers 

to ‘build’ the computer that best suited their needs. 

Mass customisation 2.0 takes this to the extreme 

through the use of digital and cloud technology, 

allowing a business to digitally design a product 

to each customer’s specification – which can then 

be assembled by the customer or made near them 

and delivered. An example of this business model 

is Opendesk, a global network of furniture makers. 

The design is completed digitally to the customer’s 

specification and can then be downloaded and made 

locally, anywhere in the world.

Mass customisation 2.0, says the report, ‘has the 

potential to upend traditional manufacturing’ but the 
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ACCA’S 

report, Business 
models of the 
future: emerging 
value creation, at 

bit.ly/ACCA-bus-

mod

growing appreciation of ‘maker culture’ means that 

it’s likely to endure.

The frugal model
The frugal business model originates from lower-

income economies, where a lack of resources means 

that people use their ingenuity to solve problems. An 

example is Renault’s Logan car, which, using frugal 

design, assembly and maintenance principles, retails 

at US$6,000. Launched in 2004, the car has become a 

leading seller. An even more frugal version – the Kwid, 

which retails at US$4,700 – was launched in India in 2016. 

‘Frugal models’, says the report, ‘truly have the 

power to disrupt by reducing bloated research and 

development processes and building new market 

segments. The model can drive competitiveness 

and, in the search for cost savings, environmental 

performance is often improved.’

Modern barter
Modern barter is, as the name describes, the principle of 

exchanging goods or skills with others instead of paying 

them – but in the digital world this also encompasses 

the use of digital or alternative currency. An example 

is TimeRepublik, an online time-banking community, 

where users earn ‘TimeCoins’ for completing a task, 

which they can then spend on any services offered by 

other users. This model relies more heavily on trust, 

reciprocity and reputation than others. 

‘Reimagining barter for the 21st century opens up a range 

of possibilities,’ says the report. ‘It enables networks and 

communities to coalesce around the sharing activity in a 

way that a financially driven set of transactions might not 

permit and, where skills are being exchanged, enables 

providers to develop new capabilities.’

The ‘pay-what-you-want’ model
Again, as the name suggests, under this model 

customers pay what they think a product or service is 

worth, or what they want to pay. This model is sometimes 

seen as part of a digital forum, where the basic version 

is offered for free but subsidised by a premium version 

that offers more features for a fee. An example of 

the ‘pay-what-you-want’ model is Humble Bundle, a 

company that offers customers downloadable video 

games, grouped together in bundles. Customers are 

given a range of suggested payment options (paying 

more for a larger bundle) and can allocate the amount 

they pay to the game developers, Humble Bundle itself 

and to a chosen charity. This model, explains the report, 

is more than a pricing strategy: it can open up access 

to new customers and allows for experimentation and 

market testing.

The ‘mega-hyperlocal’ model
Kernel Brewery, a microbrewery based in central 

London, is a good example of a mega-hyperlocal 

business. The product (or service) is sourced and made 

locally, creating a strong brand and low environmental 

footprint, and businesses tend to value reputation 

in the community over scale. But digital technology 

allows the business to reach far more local customers 

than would have been possible in the pre-digital world.

‘From dense urban neighbourhoods to rural 

communities with limited-sized markets,’ says the 

report, mega-hyperlocal businesses ‘can provide high-

quality employment that promotes entrepreneurialism 

and community dynamism in areas where that might 

not have previously been possible.’  

The report concludes that these new business models 

can help to build a new breed of sustainable companies 

– and professional accountants have an important 

role to play in that development, providing important 

advice on technology, shifting regulation and value 

creation in this new world. ‘The role for the professional 

accountant is clear,’ says Ng Boon Yew FCCA, 

chairman of ACCA’s Accountancy Futures Academy, 

in his introduction to the report. ‘Their unique vision 

of how a new business model can create value for a 

company, coupled with their responsibilities to provide 

strategic, forward-thinking, actionable advice, will see 

them needed more than ever.’ ■

Liz Fisher, journalist

Business models | Finance | Accountancy Futures

Edition 14 | 27

F_BizModels.indd   27 31/05/2017   14:18



Shaking things up
The traditional world of banking is undergoing a revolution propelled by technology, 
in which smaller, more agile rivals are forcing the big banks to react

Financial technology (fintech) is shaking up the 

established world of financial services. Innovative 

startups are offering new services, attracting 

investment, growing fast and taking on 

traditional players. 

Fintech businesses operate across the spectrum of 

financial services. Many finance professionals are already 

benefiting from the tools and applications that are 

making their mark on accounting, such as Xero, a cloud-

accounting and reporting platform, and Receipt Bank, 

which enables invoices and receipts to be processed 

via smartphone photos and email. But fintech covers 

many more areas, from lending and advice to foreign 

exchange and payments (see box). 

Investment in new fintech ventures is growing. 

According to consultancy Accenture, 

investment in global fintech rose by 75% in 

2015 to US$22.3bn. In 2015, UK companies 

were involved in US$962m of fintech 

investment activity, according to KPMG. 

The fintech businesses themselves 

are expanding rapidly, as highlighted 

in ACCA’s recent report, FinTech – 
transforming finance. For example, 

Lufax, a Chinese peer-to-peer 

lender founded in 2012, made loans 

of US$24m in year one, US$538m 

in year two, and US$2.3bn in year 

three. In January 2016 it was valued 

at US$18.5bn. 

Fintech activity is taking place around 

the world, particularly in the US and 

Asia. London has also built a reputation 

as a thriving fintech hub, aided by the 

city’s status as a global financial centre and 

the UK’s willingness to adopt new technology. 

The Brexit vote has triggered some questions 

as to what the future holds, however. Two key 

factors will be companies’ ability to recruit 

the talent they need and the nature of the 

regulatory framework in which they will have 

to operate. For example, the possible loss 

of passporting rights – permission for fintech 

firms with banking licences to operate across 

EU borders – is a concern for those operating 

in multiple European territories.

Banking innovation
New technology is resulting in new 

banks – startups that can make the 

most of the latest technology and 

business models. For example, 

open-access platforms allow 

software developers to create their 

own apps and straight-through 
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processing for a highly automated loan process. 

The UK has a number of online-only bank startups, 

such as Atom Bank, a mobile-app-based bank with 

no call centre or branches. Similarly Tandem Bank 

is committed to creating a mobile app-based retail 

banking proposition that is personalised to help its 

users identify money-saving opportunities.  

Fintech doesn’t necessarily spell the end of traditional 

banks, although they do face challenges. Most big 

banks lack the agility of smaller rivals and still rely on 

outmoded and unwieldy legacy IT systems. However, 

they are trying to adjust to the potential of fintech by 

acquiring challengers or finding ways to collaborate 

with new entrants. Institutions such as Citibank and 

UBS are using a range of techniques to engage with 

fintech startups. Innovation labs, challenge prizes, 

venture funds, accelerators and workspace hubs 

have been launched around the world in attempts to 

attract and nurture talent and tap into emerging ‘big 

ideas’.  There are benefits both for the big banks and 

fintech entrepreneurs. 

As Richard Brown, partner in Santander InnoVentures, 

a fintech-focused investment fund, says: ‘It’s about 

collaboration, learning and spreading an entrepreneurial 

culture in the bank as well as making a financial return. 

Banks can benefit through collaboration. We can bring 

our huge scale to startups. Winning user adoption is a 

huge challenge for startups.’ 

As traditional banks respond to the challenge posed 

by agile startups, one structural factor working in their 

favour is the mass of legislation that, depending on the 

jurisdiction, limits what new entrants can do. Regulation 

does evolve, of course, so such challenges could ease 

with time. Some countries are supporting innovators, 

entrepreneurs and the banks as they navigate the 

rules. For example, the Financial Conduct Authority 

in the UK has set up a ‘regulatory sandbox’ – a safe 

space where firms can experiment with new products, 

services and business models without incurring all 

the normal regulatory consequences. The regulatory 

compliance challenge itself creates new technology 

opportunities. The regulation technology (regtech) 

sector, which provides technology solutions to enable 

better regulatory compliance, is another growing area 

of entrepreneurial activity.

All banks and other financial services entities are 

likely to be affected by the impact of blockchain – 

the underlying distributed ledger technology that 

underpins bitcoin, the virtual currency (see also page 

48). Blockchain could become the digital infrastructure 

for everything from processing payments and trading 

shares to verification or land registration. It could 

transform the way in which many financial transactions 

are conducted, including back-office finance functions. 

A  recent study by Autonomous Research estimated 

that within five years, blockchain could enable 

US$16bn of cost savings by simplifying back-office and 

settlement processes.

Opportunity knocks 
Growing sectors such as fintech offer good 

opportunities for  professional accountants to help 

emerging businesses meet  their regulatory, tax 

and financial needs. Finance professionals also 

have important roles to play in supporting fintech 

mergers and acquisitions and fundraising activity, 

including stock market listings. These roles require 

the development of specialist business valuation skills. 

Fintech company valuations are based on five, largely 

intangible elements: brand, intellectual property, data 

assets, client numbers and recurring income. Traditional 

valuation methods therefore no longer apply.

Fintech developments will continue to shape traditional 

advisory roles too. Professional accountants need to 

embrace digitisation, using it to help them provide 

even more insightful analysis to help companies grow 

and understand the value they are creating. ‘Fintech 

frees us up to work on better things,’ says Bivek 

Sharma, head of small business accounting at KPMG. 

‘Accountants are now in the data analytics sphere. We 

are in software procurement. We can help clients with 

cashflow, with funding. We can work with clients so they 

sell more, and structure their business in the best way. 

We are now free to become consultants and FDs.’ ■

Sarah Perrin, journalist

See ACCA’s report FinTech – transforming 
finance at accaglobal.com/fin-tech

What does fintech do?
The fintech sector covers many aspects of financial services, including:

* borrowing money – peer-to-peer lenders such as Ledico, Zopa, Prosper and 

OnDeck connect savers with borrowers

* foreign currency – peer-to-peer money transfer service TransferWise is a 

market leader in foreign currency exchange

* international money transfer – innovators include Xoom, Azimo and 

CurrencyFair

* credit reports – Credit Karma in the UK is challenging Experian in the market 

for personal credit information

* fraud protection – V-Key provides multi-factor authentication payment security 

solutions for mobile applications

* payments/e-commerce – Klarna is changing internet retail with a payment 

proposition that lets consumers receive goods before they pay

* financial advice – Scalable Capital reduces the costs of expensive face-to-face 

advice by using algorithms to make decisions about what to invest in and when

* insurance – Trov, an on-demand, app-based insurance provider for personal 

belongings, is part of a growing insurance technology (insurtech) sector.  

‘It’s about collaboration, learning 
and spreading an entrepreneurial culture in the 
bank as well as making a financial return’
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Evolving roles
CFO summits in three Asian countries – Hong Kong, Shanghai and Vietnam – 
acknowledged the changing role of CFOs and the need to adapt to new technology

Hong Kong
‘An ACCA survey of 2,000 professional accountants 

asked how they thought accountancy might change,’ 

said ACCA Hong Kong chairman Alice Yip at the 

ACCA Hong Kong CFO Summit 2016, ‘Brick-or-

Click – The Digital Economy’. ‘Not surprisingly, digital 

technology was named the major factor affecting the 

profession. The digital revolution looks like a challenge 

for accounting professionals as automated systems 

replace much repetitive accounting work. But we 

should see it as an opportunity. Our role could become 

more strategic as it is us who will be overseeing and 

providing the numbers.’

But the first step is to understand how digital 

technology has changed business, globally and locally. 

And the changes are coming fast in Asia.

Entrepreneur Wai-lun Hong, founder and CEO of T-shirt 

design app Snaptee and internet business GoBuya.

com, said: ‘We’ve seen Hong Kong’s consumption 

habits altering a lot in the past couple of years. More 

and more people buy physical things online. Now we 

are also shifting from a coupon-selling platform to an 

e-commerce platform, selling physical goods online.’

However, there is concern that the adoption of digital 

innovation is too slow in Hong Kong. ‘Hong Kong 

still has a relatively low take-up rate for e-commerce 

when it comes to purchasing air tickets,’ said Toby 

Smith,  general manager, sales and distribution at 

Cathay Pacific Airways. ‘Much of our revenue still 

comes through traditional distribution channels.’ 

Peer-to-peer lending is another example. MoneySQ.

com, the first such platform, was launched in March 

2016. However, said founder and CEO Steven Lee, ‘We 

are still the only one. It is good for us, but I do not think 

it is good for the market. It means the regulator is very 

strict. But while many fintech companies have emerged 

in mainland China, many have also disappeared very 

quickly. Slow may not be the worst thing.’ 

Alvin Chan, associate director of sales and marketing at 

electronic payment services provider AsiaPay, echoed 

Lee’s view: ‘No one can see the future, but I think now 

we can see more and more payment methods in Hong 

Kong. There are payment service providers providing 

integrated platforms and supporting different payment 

options to help minimise operation cost and enhance 

payment efficiency.’

‘Hong Kong is ahead of many countries in terms 

of digital payments,’ pointed out Rita Li, sales and 

marketing director at Octopus Cards. The Octopus 

card first emerged in Hong Kong as a way to pay for 

transit rides but has evolved into a virtually omnipresent 

payment option. ‘The difference in Hong Kong is that 

we have very high standards for regulatory governance 

– that is why we are quite prudent when we launch new 

products. But the Hong Kong market is now moving 

very fast in terms of mobile payment development.’

‘It is a matter of balance,’ said Donald Chan, senior VP 

of business development at Cherrypicks, a developer 

of mobile technology solutions. ‘We are living in a well-

regulated society and we are well protected, which 

is good. However, we are also looking for regulation 

updates from time to time to reflect today’s technology 

and lifestyle transformations.’ 

Singapore, with its robust and transparent regulatory 

infrastructure, has been competing with Hong Kong 

for years as a financial centre – a contest likely to be 

mirrored in the development of fintech.

Eva Kwok, risk advisory partner at Deloitte China, 

commented: ‘Both Hong Kong and Singapore have 

clear guidelines on data protection and governance. 

The greatest challenge in moving things forward is to 

change the mindset of how we do things. We must 

work together to encourage the various players to 

comply with these.’

Still, Hong Kong may have an advantage, said Chong 

Ho Yoon, managing director and regional head of 

digital banking for Hong Kong and Greater China & 

North Asia at Standard Chartered Bank in Hong Kong. 

‘We can benefit from big technology payment providers 

in mainland China, such as WeChat Pay and AliPay, and 

as our regulators continue to provide strong support 

for fintechs, Hong Kong has huge potential,’ he said.

Speakers suggested Hong Kong should establish 

its own innovation system and work to attract more 

multinational corporations with research capabilities. 

‘As a global financial centre, we should attract 

technology companies such as Google, Apple and 

IBM to establish R&D centres in Hong Kong,’ said Dr 

Frank Tong, CEO of Hong Kong Applied Science and 

Technology Research Institute. ‘With the upcoming 

opportunities from the Belt and Road initiative, it will 

be beneficial for these companies to do fintech in the 

city. In this way, we can get our local talents trained and 

bring more young scientists to Hong Kong. It would 

also strengthen the R&D ecosystem in Hong Kong.’

‘The government has announced incentives to boost 

this ecosystem,’ said Dr David Chung, under secretary 

for innovation and technology at Hong Kong’s 

Innovation and Technology Bureau. ‘These include a 

HK$2bn (US$258m) midstream research programme 

Dr Frank Tong, CEO of 

the Applied Science 

and Technology 

Research Institute.

Alice Yip, chairman of 

ACCA Hong Kong and 

audit partner, KPMG 

China.

Dr David Chung, 

under secretary 

for innovation and 

technology at Hong 

Kong’s Innovation and 

Technology Bureau.
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for universities to encourage commercialisation of R&D 

outcomes and another HK$2bn for an innovation and 

technology venture fund to co-invest in local start-ups 

with private venture capital funds.’ 

Shanghai
At ACCA Shanghai’s CFO Summit, ‘CFO Next’, 

speakers discussed how to embrace an evolving role as 

business leaders who support and develop corporate 

strategy and guide key business initiatives. 

‘Even if you, as a CFO, do not become a CEO in the 

end, you should have the mindset and capability of 

being a CEO,’ said Evan Guo, founder of Highpin, a 

high-end recruitment platform, and CEO of Zhilian 

Zhaopin, another recruitment platform. 

According to Guo, three professional competencies 

are necessary to achieve that: creativity, operational 

capability and organisational capacity. And creativity is 

the biggest challenge for CFOs.

‘CFOs are more about risk mitigation and not much 

about making a detour. For example, economies are 

weak in Northeastern China but Zhilian Zhaopin did 

not just give it up. We are doing quite well as we 

found a new niche there: laid-off people who need 

the training to apply for new jobs. When the economy 

of a market is not doing well, the CFO should find a 

new driver for his company’s business growth. It is non-

linear thinking,’ said Guo.

Shirley Shao, CFO of AIA China, echoed the view 

and advocated that CFOs should lead business 

transformation. ‘I noticed that the company was 

becoming stronger, but not bigger as we focused on 

selling high-profit products. I reported that to our CEO 

and suggested that we should change our business 

model and seek a balance between being stronger 

and bigger.’

Shao’s advice was based on evidence, rather than 

simply a desire for change. The way she sees it, numbers 

can talk. ‘Every corner of the company is presented to 

us through those numbers; we should not only know 

how to use numbers and create financial reports that 

can satisfy our shareholders in the short term. We 

should interpret numbers and give suggestions about 

reaching sustainable growth in the long term.’

Finding a new role is not the only ‘next’ element that 

CFOs should take into account. Another is the new 

generation they are working with.

‘When the boss says jump, baby-boomers and Gen-

Xers tend to follow the order. In contrast, the younger 

generation ask why? If they share your values, they will 

jump, and probably jump higher than you thought 

they were capable of,’ said Chun Wee Chiew, ACCA’s 

regional head of policy for Asia Pacific. 

Technology has changed everything, according to King 

Lee, general manager of GE Global Operations, Asia.

‘The young generation are more info-savvy; they are much 

faster in collecting the most relevant information, filtering, 

analysing and connecting dots into a big picture.’

Finding a rewarding career while enjoying it is the next 

generation’s ambition, according to Lee, which is not 

necessarily a bad thing. ‘In GE, we see young talents 

come in as accountants, and after two years, they » 

Evan Guo (left), 

founder of Highpin 

and CEO of Zhilian 

Zhaopin, offers to 

invest in a fictitious 

business during the 

Boss Town game at the 

ACCA Shanghai CFO 

Summit.
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would like to move to another role under accounting 

or even to another function or business. The reason is 

always “I have learned things in this role, and I want to 

learn strategy, supply chain, tax etc”,’ said Lee.

Leaders should be aware that a ‘my-way-or-the-

highway’ attitude might be the best way to lose 

this young talent, Lee said. GE has established an 

integrated talent management scheme where staff 

can move across functions, or even across different GE 

businesses, and to different countries.

‘Retaining talent is a process that builds up in the long 

term, not just overnight. When finance talents, particularly 

senior-level financial professionals, hand in their 

resignation letter, the decision cannot usually be changed 

by any additional package,’  explained Gabriel Wong 

FCCA, head of China corporate finance at PwC. 

‘Ownership is critical. At PwC, we let everyone, from 

entry-level employees to associates to partners, 

express their opinions about the market dynamics and 

challenges, and raise their solutions and build up the 

team together.’

It is no secret that Chinese companies with deep 

pockets are braving uncertainties and risks to expand 

to overseas markets. Some experts think CFOs should 

be the strikers on the field of internationalisation, while 

some think they should stay in the background.

‘CFOs with financial knowledge and skills are familiar 

with the global equity market and how to better utilise 

capital. In a company like ours, which has a lot of 

financial investment and is seeking innovative business 

operations across the world, the CFO, together with 

the finance team, is capable of, and more suitable 

for,  leading further expansion,’ said Kevin Shao, CFO 

of Five Star Holdings Group, an investment holding 

company based in Shanghai.

Meanwhile, Guan Xiao Hui, senior vice president 

and CFO of Shanghai Fosun Pharmaceutical Group, 

believes the CEO should be the driver who gives 

the direction of further growth while the CFO plays a 

supportive role.

‘After the CEO draws up a route, we start to evaluate 

what resources we have. Could we go to the 

destination with current resources? If not, what external 

resources can we get? And whenever we notice there is 

a problem, we should raise it,’ said Guan. 

Vietnam
‘There is no crystal ball for the future, but I am 100% 

sure that what will happen tomorrow is not an extension 

of what happened yesterday,’ said Teng Theng Dar, 

On the move: Vietnam 

is targeting annual 

economic growth of 

6.5% in 2017, with 

growth having slowed 

to 6.2% in 2016.
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‘The CEO should be the 
driver who gives the direction of further growth 
while the CFO plays a supportive role’

founder of Business Compass Consultancy, a regional 

business intelligence provider. ‘We love making 

bubbles in Asia, and we have seen that hit Japan, for 

example, brutally,’ warned Teng, who has more than 35 

years of experience as a senior manager in Asia. ‘To 

[avoid] it, CFOs should come up with financial tools to 

build up a risk management system.’

Teng was speaking in Ho Chi Minh City at the 2016 

Vietnam CFO Forum, which took the theme ‘Financial 

Strategies for Growth and Expansion’.

Speakers explored the challenges ahead for 

Vietnamese enterprises and how the country can 

develop a financial management strategy to expand, 

given the speed in which it is integrating its economy 

into regional and global markets. Vietnam is targeting 

annual economic growth of 6.5% in 2017, with growth 

having slowed to 6.2% in 2016.

‘That is very optimistic, and inconsistent with some 

other indicators,’ said Thanh Nguyen Xuan, director of 

the Fulbright Economics Teaching Programme in Ho 

Chi Minh City. ‘We can already see the result of the first 

three quarters, which is not that promising.’

Thanh believes the most critical step Vietnam must 

take to reach sustainable economic growth in the 

short term is to restructure its banking system to tackle 

growing bank debt. 

‘There is no magic wand and we cannot restructure it 

without real resources. Public resources are needed to 

recapitalise weak banks. A bad bank-good bank model 

can then be followed in which good banks are carved 

out from the restructuring and sold to new private 

investors,’ he said.

Hieu Do Chi, director of Deloitte Vietnam, pointed 

to another necessary step – removing the constraints 

that keep foreign investors away. ‘Healthcare and 

pharmaceuticals have always been the most sought-

after sectors for foreign investors and normally 

achieved substantial superior valuation multiples. 

Demographic and economic indicators all  signal 

strong growth prospects in future for those sectors. 

However, key challenges remaining are the lack 

of qualified professionals and uneven distribution 

facilities between rural and provincial areas.’

Tien Han Manh, president of the Vietnam Association 

of Corporate Directors and of consulting company 

Concetti, echoed Hieu’s concerns. ‘Vietnam is not 

doing well with regard to corporate governance, 

which puts us at a disadvantage in competing with 

neighbouring countries to  win over foreign funds,’ 

Tien said. 

‘Vietnam is competitive in the sense that we have the 

guts to admit our disadvantages and what we lack, 

and we do not hesitate to take action to tackle the 

problems,’ said Teng.      

The Vietnam government is developing a corporate 

governance code for listed firms to boost the 

transparency of local companies looking to attract 

more capital. Pham Hong Son, deputy chairman of the 

State Securities Commission of Vietnam, expects the 

code to strengthen the competitiveness of Vietnamese 

listed firms through the adoption of internationally 

recognised corporate governance practices, which 

go beyond regulatory compliance for better capital-

market integration with other ASEAN countries and 

globally.

 ‘Due to the pressure of fiscal consolidation, public 

investment will not be a strong driver of growth. 

Domestic consumption is our driver,’ said Thanh. 

‘And domestic consumption in  the  medium term 

will come from rapid  urbanisation and the emerging 

middle class.’

Against this background, Vietnamese financial 

professionals need to use a variety of financial tools to 

help their businesses become more competitive.

‘Using leverage is a very common practice. Finance 

people use leverage to create more value for 

shareholders,’ said Truong Tuan Nghia, deputy general 

director of AsiaInvest, a financial services consulting firm. 

‘Unfortunately, in Vietnam, companies always go to bank 

vanilla debt. They are exposed to a very narrow scope of 

tools to raise capital as compared to the practices in the 

global market. This is the main barrier we see currently 

for our companies in expanding further.’

One way companies can get ahead is by capturing the 

creative energy of younger professionals, according to 

ACCA’s Chun Wee Chiew. Generation Next are defined 

by their mobility, tech-savviness and entrepreneurial 

spirit, he added. CFOs need to create the right 

environment to benefit from these young talents. A 

‘my-way-or-the-highway’ attitude may prove the best 

way to lose them.

Another area Vietnamese companies must address 

is risk management, said Lam Le Khanh, a partner at 

accounting firm RSM Vietnam. 

‘Risk management is not a top priority for SMEs, which 

make up the majority of businesses in Vietnam. Senior 

executives often lack awareness and are reluctant to 

discuss risk in preparation for further growth,’ said Lam.

‘We’ve heard some speakers express concerns that 

accountants will be replaced. I would say yes, your 

days are very short if your definition of a financial 

professional is one who looks at numbers and 

produces reports,’ said Teng. ‘What CEOs, board 

members and companies need accountants to do is 

to interpret the figures. Financial professionals should 

offer recommendations, such as “What action do we 

need to take right now to tackle this or that weakness?” 

or “What could be the strength that we should ride on 

to extract values?’’’ ■

Pearl Liu, journalist
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Gaining the advantage
Embrace change, work together as a team and make sure you look beyond the 
numbers – these are some key tips for success from finance leaders across the globe

Ayla Majid FCCA
‘It was like breaking the glass ceiling [when I was 

elected to the board of the Islamabad Stock 

Exchange]. At the beginning there was a bit of 

resistance from male colleagues because it was 

new. I was one woman among nine men. But I 

really enjoyed it; I learnt from working with them. I 

realised that as women, we have a slightly different 

way of thinking and it is extremely important that 

we work together and contribute to each other.’

Full interview at bit.ly/aylamajid

Director of business advisory services at Khalid Majid 

Rehman Chartered Accountants

Dariusz Sobieraj FCCA
‘The phrase we often used at Coca-Cola HBC is 

the only constant is change. It encapsulates the 

changes we are seeing in the modern age. The 

world is changing, business is changing, and so we 

are changing, too. And the accounting and finance 

profession cannot lag behind. In many instances it 

needs to lead the way and to point to opportunities. 

Being ready for a change and driving it is something 

we must be aware of and be prepared for.’

Full interview at bit.ly/dariuszsobieraj

Former CFO of Coca-Cola HBC, Czech Republic 

and Slovakia
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Tara Ridgeway FCCA
‘Have a goal in mind of what you want to achieve 

and by when. That could be anything from working 

for a bigger entity, having a wider remit, or taking 

on roles outside of finance. It is really important 

not to be an introverted member of finance. Make 

sure  you get out of your comfort zone. Be open 

and  honest and strive to add value to everything 

you do. Never accept the status quo – if you 

do, nothing will ever change. Be prepared to 

respectfully challenge.’

Full interview at bit.ly/tararidgeway

FD of The Ritz Hotel, London 

Harry Lorton FCCA
‘Every single action that occurs in a company 

has the potential to be customer-related, therefore 

you have to have the customer at the forefront 

of your  mind at all times. If you, as a company, 

believe that one of your competitive advantages 

is that your customer doesn’t know something, 

then I’m afraid you are in real trouble... The old 

days of a board nodding wisely to executive plans 

are gone; it is now much more interactive and it 

requires commitment.’

Full interview at bit.ly/harrylorton

Chairman of Bank of Ireland Mortgage Bank
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Etain Doyle FCCA
‘I’ve always realised you’ve got to have a team, 

give them the opportunity to learn, and set up the 

appropriate processes. Things that are most likely 

to go wrong are at the human end. A lot of life in 

whatever context is about engaging with people 

and assessing their views, reading material and 

seeking to come to conclusions about it, or finding 

appropriate information to make decisions.’

Full interview at bit.ly/etaindoyle

Chair of ACCA Ireland. Previously head 

of ODTR (ComReg), as Ireland’s first 

communications regulator

Alexander Joramsa
‘Finance people have an edge. Because we are able 

to interpret and explain numbers beyond just the 

numbers themselves, we are in the best position to 

create a convincing business case for our clients. I 

always tell my team that it is our responsibility as 

much as it is any other department’s to do what 

we can to help our business grow. We live in an 

information age where we have ready access to 

information. We really have no excuse not to be 

continually learning.’

Full interview at bit.ly/alexanderjoramsa

CFO of GE Grid Solutions, Asia Pacific and China
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Xinkai Chen FCCA
‘Financial talents nowadays should not restrain 

themselves only to accounting; rather, they should 

engage more actively in the daily business of the 

company, for they are the ones who can get a 

whole picture of the company’s operation. And 

while there may been a lot of buzz recently around 

digital disruption and its effect on the accountancy 

profession, financial talent still remains the core of 

the whole business.’

Full interview at bit.ly/xinkaichen

General manager of Hugo Boss  

Greater China

Sanjay Rughani ACCA
‘How do we accountants create a bigger impact 

in the business? We need to think beyond basic 

accounting and reporting. It is critical to improve our 

insights and coverage in technology, analytics, risk, 

organisational effectiveness, integrated thinking, 

ecosystem and sustainable development. We 

need to ensure relevance. As a CEO I understand 

the broader changing dynamics around us so ask 

accountants to be better prepared to support the 

business agenda and grasp a bigger future.’

Full interview at bit.ly/sanjayrughani

CEO of Standard Chartered for Tanzania
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Clear view
Integrated reporting has come a long way since its roots in corporate sustainability, 
and accountants have a vital part to play, says IIRC chief executive Richard Howitt 

‘This great global coalition’ is how its newly 

appointed CEO, Richard Howitt, describes 

the International Integrated Reporting 

Council (IIRC). The coalition involves business, investors, 

regulators and accountants who have a passionate belief 

that integrated reporting (IR) is the future of corporate 

reporting. ‘It is about creating better business for the 

long term and for our world,’ says Howitt.

He insists that IR is first and foremost for companies. It 

provides a forward-looking, holistic view that recognises 

that businesses operate using six forms of capital (see 

box, right). A company does not have to report against 

capital type but, the IIRC argues, ideally the board 

should be asking questions that enable the business to 

be more successful in creating long-term value. 

The IIRC is promoting an ambitious agenda. It wants 

to see a complete shift from compliance-driven 

‘burdensome’ reporting to IR, which is good for the 

board and management, and would dovetail with 

business strategy and good corporate governance. 

Howitt says that such reporting is concise and more 

concerned with what is material to the business. He 

also claims that it would help to drive reform of capital 

markets by enabling a focus on the longer term: ‘It 

will help investors understand value creators in our 

interconnected, complex world.’ 

The concept has garnered much support over the 

past 10 years. The latest high-profile proponent is 

the International Federation of Accountants (IFAC), 

which in a policy statement in January said it ‘strongly 

supports’ the IIRC and its framework. ‘Like IFAC, 

we have champions worldwide who are leading the 

argument to make IR happen,’ says Howitt.

In companies that are on the IR journey, Howitt says that 

the senior executives ‘really get it. They lead the change 

in the business and see the success.’ When he meets 

CEOs of companies that have not yet started to change 

the way they report, the key is to convince them to see 
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IR as a beneficial move for their organisation. In the end, 

Howitt notes, it is often peers or institutional investors 

who are the best advocates. At the same time, long-

term valuation creation strategies built into the plans of 

significant investors and regulators are as important to 

the IIRC as individual companies signing up. 

Advocacy appears to be working. Howitt says that 

around 1,500 companies in the world are producing 

integrated reports, noting that ‘not a single one has 

stopped doing it. They soon start to see the benefit. 

That is the best advert of all.’ 

In 2009–10, Howitt was part of the Prince of Wales’s 

Accounting for Sustainability Forum, which brought 

together a network of CFOs. He is clear about the 

importance of senior finance leaders in spreading the 

IR message. ‘Until CFOs embrace IR, it will never be 

integrated into reports. CFOs are the first focus of our 

efforts as we encourage companies to adopt IR.’

Years on from that forum and the IIRC is continuously 

campaigning in different ways – networking, training 

and working with regulators. It has a business network 

for individual companies to share learning, within 

which there are sectors such as banking and finance, 

technology and public sector. 

In 2016 the IIRC started a global training programme 

offering short courses in IR. ACCA is one of its licensed 

training providers. ‘When companies start IR or when 

they’re thinking of doing so, the training is going to 

have a powerful effect on how they do it,’ says Howitt. 

Increasingly, he adds, as the IIRC gains international, 

regional and national endorsements, companies are 

seeing IR as a trend that they are keen to know more 

about. They don’t want to be behind the curve. 

Accountancy firms have a big part to play here, and 

Howitt makes an appeal to them: ‘Businesses are your 

clients. You are working with them on their reports. You 

are part of opening the door on this idea. Accountancy 

bodies have endorsed the idea that IR is part of your 

future. Each accountant has a role in advancing this.’

In IR’s early stages the pioneers have been large, 

listed companies but in the end it will reach smaller 

entities. IFAC and the IIRC are working on a study into 

the applicability of IR for SMEs, and Howitt promises 

developments soon. 

Breakthrough phase 
Over the past three years, the IIRC has established 

what it calls the ‘breakthrough phase’, with the IR 

framework being developed, piloted, tested, agreed 

and implemented by leading companies. Next up is 

the global adoption phase, which the IIRC plans to 

start in 2018. The idea is to encourage more companies 

to adopt IR and at the same time obtain endorsements 

from international and national regulators. ‘The 

ultimate goal is global adoption, full-stop,’ says Howitt. 

The framework continues to evolve. Howitt praises the 

IIRC technical team, which is constantly giving technical 

feedback to the market, as well as reviewing and 

advising on implementation. ‘This year we have been 

doing a global feedback exercise on implementation 

of the framework. The output is a series of practice and 

guidance notes, which will be published over time.’

He is careful not to give the impression that there will be 

wholesale revisions to the framework. ‘The framework 

is only three years old. Companies are adopting it and 

applying it. The most constructive approach will be 

to promote the practice and guidance notes at this 

stage.’ But, he says, the IIRC has an open mind, and 

the aim of the feedback exercise is to hear what the 

market and companies have to say. 

The IIRC teams – a mixture of staff and secondees – 

are based across the world: Europe, South Africa, 

North America, Asia and Australia. The work continues 

literally 24 hours a day. ‘The teams are a great model,’ 

says Howitt. ‘We are getting senior secondees who are 

bringing their experience into IR, which is great for us. 

At the end they are taking their knowledge of IR back 

into business or the accountancy profession. This is 

one reason why IR has grown.’

He also praises the contribution that ACCA has made. 

‘Helen Brand [ACCA chief executive] is on my board. 

ACCA has been one of the most supportive members 

of the IIRC. In particular, it has helped push adoption 

in South-East Asia, with progress in Malaysia and 

Singapore. We have made major breakthroughs.’ 

But never mistake activity for productivity. The IIRC has 

one simple measure of success: adoption. ‘We measure 

it not just in numbers of companies adopting IR but in 

qualitative terms as well. We look at how far systems in 

countries are moving towards IR, as well as the number 

of companies that say they publish integrated reports.’

The IIRC has been working closely with Italian energy 

giant Enel, which is close to adopting, as is steel and 

mining company ArcelorMittal. ‘Every big new name 

that adopts sends a signal to the market and shows the 

momentum behind IR,’ says Howitt. ‘When General » 

The six forms of capital
* Financial

* Manufactured

* Intellectual

* Human

* Social and relationship

* Natural

The IIRC says: ‘The primary purpose of an integrated report is to explain to financial 

capital providers how an organisation creates value over time. The best way to do 

so is through a combination of quantitative and qualitative information, which is 

where the six capitals come in.’

‘Not a single company that has moved 
to integrated reporting has stopped doing it. 
That is the best advert of all’
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Electric adopted IR in 2016, that was a huge moment.’

Before starting as CEO in November 2016, Howitt was 

an ambassador for the IIRC but he did not sit on the 

board. Now he can see that the board practises what 

it preaches in terms of high standards of corporate 

governance. He is also impressed with the quality and 

international reach of the board, ACCA’s Brand being 

just one example. Others include chair Barry Melancon, 

CEO of AICPA, and UK Sinha, the former chairman of 

the Securities and Exchange Board of India. These 

senior leaders are, in Howitt’s words, ‘holding the 

flame for IR and committing their personal time and 

conviction to make this a success. It’s a privilege to 

work with them. We make each other work hard.’

Like many others, Howitt is concerned about the trust 

deficit in leadership, as measured by the Edelman 

Trust Barometer, which ‘is bad for business, regulation 

and the social licence to operate’. IR is one way to 

rebuild that trust, he says. ‘It is about having a wider 

understanding of the way the business is managed, its 

relationships and resources.’

European legacy
A former Labour member of the European Parliament 

(MEP), Howitt was offered the IIRC job and had resigned 

as an MEP before the UK’s June 2016 vote to leave the 

European Union (EU). He received a standing ovation in 

the European Parliament. He emphasises that the IIRC 

has no view on party politics and he declines to offer any. 

Still, as an MEP, he leaves a legacy. He is known as the 

architect of the EU non-financial reporting directive. 

Deliberately it does not legislate for IR, which chimes 

with the IIRC’s belief that IR should be market-led. 

The IIRC seeks endorsement, not regulation, from 

regulators. This is cited in the directive’s commentary 

and Howitt is working to make sure it is referenced in 

the directive’s guidance.

 ‘For the EU it is an opportunity to advance IR. We have 

a clear pathway in Europe for further development.’ 

Thanks to the directive, large companies should be 

reporting on certain environmental or social information 

by 2018. In terms of IR, at least, the UK’s decision to 

leave the EU will have no impact: ‘We take a country-

by-country approach, seeing what works in each 

jurisdiction and each context.’ In the UK, the strategic 

and directors’ report required under the Companies Act 

is close to IR but Howitt is discussing with the Financial 

Reporting Council how that can be taken further.

In the US, the Securities and Exchange Commission 

had been consulting on possible regulatory changes 

around IR, with the IIRC contributing. Howitt expects 

a pause following President Trump’s election, but says 

this is not the end for IR in the US. 

He cites the letter written in early 2016 by Larry Fink – 

the CEO of the world’s biggest investor, BlackRock – to 

the CEOs of large corporates in the US and Europe, in 

which Fink set out his vision for tackling short-termism, 

urging companies to report on their strategy. Howitt 

calls it ‘a major breakthrough moment’, with emphasis 

on long-term value creation backed up by others, such 

as the US-based Investor Stewardship Group. 

Since becoming IIRC CEO, Howitt has appointed Bob 

Laux, who led the treasury controller group at Microsoft, 

to be a programme lead in the US: ‘IR should be a global 

norm. The framework can and must be a crucial vehicle 

for companies to understand scalable development 

goals and how they contribute to value creation.’ 

The biggest challenge, he adds, is the confusion in the 

market about the number of different frameworks, which 

leads to a sense that the frameworks are competing or 

that, somehow, corporates should comply with all of 

them. He wants the market and business to have a better 

understanding of how various bodies work together – 

for instance, taking a common position on materiality. 

A ‘site map’ would, he says, give visibility to the work 

of different bodies and show how they are related. ‘At 

the moment there is confusion, which is an excuse for 

inaction, and I want to take that excuse away.’ 

Howitt needs corporates to rise to the challenge of IR 

of their own volition. In the end, he is putting his faith in 

the market – and, of course, that great global coalition 

– to make IR the worldwide norm. ■

Peter Williams, journalist

Watch Richard Howitt on the IIRC’s future and where 

the profession can add value, at bit.ly/ACCA-Howitt

Richard Howitt
Richard Howitt joined the International Integrated Reporting Council (IIRC) as chief 

executive in 2016, also becoming a member of the B20 group of international business 

leaders. He was previously a member of the European Parliament, having been 

initially elected in 1994. He was appointed the parliament’s rapporteur for corporate 

social responsibility in 1999. In 2009 he attended a meeting at St James’s Palace in 

London that led to the formation of the IIRC, and was appointed IIRC ambassador.
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Accountants in the hot seat
Managing and reporting on carbon emissions will present serious challenges for 
energy companies, say Carbon Tracker’s Robert Schuwerk and John Davies 

On 4 November 2016, the Paris agreement 

on climate change came into force. Over 

100 countries, including the two major 

polluters, the US and China, ratified the agreement 

and many more are expected to follow. Even though 

Donald Trump has since decided to withdraw the US 

from its commitments, global attention has already 

swung to  implementing changes in the ways that 

the  world goes about producing, supplying and 

paying for energy. 

The significance of the agreement is that we now have 

political commitment at the highest global levels for a 

transition from a high to a low-carbon global economy. 

The target for this process is to achieve no more than a 

2°C increase in global temperature (over pre-industrial 

levels) by 2050, with an encouragement to go further 

and hold to a 1.5°C increase. Reaching either target 

will require substantial greenhouse-gas emission 

reductions by the middle of the century.

The transition will have big economic consequences 

for energy companies, especially those whose strategic 

plans are currently based on the extraction of fossil-fuel 

products. These companies are having to rethink their 

business models, not least their plans for investment 

in exploration and development. The risks are not only 

political and regulatory, since efficiencies in the energy 

intensity (ie, the amount of energy used per unit of 

GDP) and the rapidly declining costs of low-carbon 

renewables pose an equal if not greater threat to 

‘business as usual’ practices in the energy sector. 

Financial reporting has a role to play in this new reality. 

As the governor of the Bank of England, Mark Carney, 

put it: ‘The point is that the more we invest with 

foresight, the less we will regret in hindsight. Financial 

stability risks will be minimised if the transition begins 

early and follows a predictable path, thereby helping 

the market anticipate the transition to a 2°C world.’

Financial and narrative reporting, as well as auditing, 

are of course crucial tools in ensuring that investors and 

other stakeholders are given a true and fair account of 

companies’ affairs, including their exposure to climate-

related risks and how those risks are being managed. The 

importance of managing and reporting on environmental 

influences was underscored last autumn, when the US 

Securities and Exchange Commission (SEC) launched an 

investigation into the accounting practices of Exxon. » 
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Among the practices being reviewed is the company’s 

policy of not adjusting the value of its oil and gas 

reserves in line with market price changes and 

increasing climate-change related regulations. Exxon 

said it is confident that its ‘financial reporting meets all 

legal and accounting requirements’.

The SEC’s investigation is concerned with US GAAP, 

but IFRS Standards provide an extensive series of tools 

and benchmarks for ensuring that companies report 

to their stakeholders on a transparent, true and fair 

basis. The express purpose of the standards is, after all, 

‘to provide financial information about the reporting 

entity that is useful to existing and potential investors, 

lenders and other creditors in deciding whether and 

how to allocate resources to the entity’. In the course of 

achieving this goal, some specific technical issues may 

pose challenges for accounting and auditing:

Recognition of assets. Under IAS 16, items of property, 

plant and equipment must only be recognised as assets 

if, and only if, it is probable that future economic benefits 

associated with the asset will flow to the reporting entity 

(and the cost of the item can be measured reliably). 

Whether it is ‘probable’ that economic benefits will 

flow as a result of the asset’s operation is to be decided 

on the basis of evidence available at the time the 

financial statements are being prepared. IFRS Standards 

specifically provide that the interpretation of probability 

is to be made according to the environment in which 

the entity operates. So the process of recognising 

carbon-intensive assets for accounting purposes must 

incorporate assessment of the level of uncertainty, in 

light of the prevailing evidence.  

Accounting for impairment. IAS 36 requires 

impairment tests on all assets that give an indication 

of being impaired, with a view to writing off amounts 

where the previous carrying amount is greater than 

the asset’s current fair value or the present value of its 

future cashflows. In carrying out an impairment test, a 

company must base its projection of future cashflows 

on ‘reasonable and supportable assumptions’ that 

represent management’s best estimate of the range of 

economic conditions that will exist over the remaining 

useful life of the asset. The standard adds that ‘greater 

weight shall be given to external evidence’ in making 

this estimate of future cash-generating potential.

IFRS 6 deals specifically with accounting requirements 

related to the exploration for and evaluation of 

mineral resources, including the feasibility and 

commercial viability of extracting those resources. 

Tests for impairment must be carried out when ‘facts or 

circumstances’ suggest that it may exist. 

Events after the balance sheet date. Under IAS 

10, reporting companies must adjust the amounts 

recognised in their accounts to reflect events that 

occur after the balance sheet date – for example, when 

new information indicates an asset was impaired at the 

balance sheet date, or when a previously recognised 

impairment loss for an asset has to be adjusted further.  

Auditing. Auditors have their own responsibilities, 

under the law and professional standards, to review 

the accounting policies adopted by a reporting 

company and consider whether applicable accounting 

standards have been applied in the preparation of 

its financial statements. Recent pronouncements by 

the International Accounting Standards Board (IASB) 

have extended the auditor’s responsibilities to review 

and, where appropriate, act upon the content of 

narrative information accompanying a set of financial 

statements. And, as from this year, the board has 

reinforced the auditor’s professional responsibility to 

take specified actions when confronted with apparent 

non-compliance with relevant laws and regulations. 

Robert Schuwerk is US 

senior counsel, Carbon 

Tracker.
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It is clear that companies are expected, when valuing 

their assets, to take into account prevailing and 

foreseeable conditions in the market for the products 

with which the assets concerned are associated. Let us 

consider some of the short and medium-term market 

conditions relevant to the energy sector. 

1. Structural changes in oil pricing
Goldman Sachs studied 400 of the world’s largest new 

oil and gas fields (not counting US shale projects) in 

December 2014. It estimated that, of the US$930bn 

that had been invested in exploring for and developing 

those projects, only a third would be profitable if oil 

remained at the then market price of US$70 a barrel. 

While the price has recovered from the floor price of 

in recent years. Producers accounting for about 45% 

of US coal output have filed for bankruptcy protection 

since the start of the current downturn, the most striking 

case being the collapse of Peabody, America’s largest 

private coal miner. Although coal prices staged a strong 

recovery in the third quarter of 2016, prompted in part 

by increased imports by China, the Chinese authorities 

called the price rise ‘irrational’. The share prices of US coal 

companies, including Peabody, rose significantly after the 

Trump election victory, but most commentators contend 

that relaxing coal regulations cannot fundamentally 

shift the sector’s unfavourable outlook, as they will not 

make coal economically competitive or overcome the 

risk that new coal-fired power generation could be 

rendered uneconomic.

John Davies FCIS 

is special adviser, 

accounting and 

climate, Carbon 

Tracker. 

US$28 in early 2016, as of April it was still only around 

US$52 (Brent), and the current accepted wisdom in 

the oil industry is that prices will remain ‘lower for 

longer’. This is without factoring in the reductions in 

demand that will be a consequence of achieving the 

Paris targets. Further, Opec has largely been unable 

to reinstate cartel pricing, resulting in oversupply and 

a depressed price, all to the detriment of publicly 

traded companies.  

2. Decline in demand for coal  
Depressed coal prices have had a big impact on the sector 

3. Oversupply of gas
Continued growth in demand for gas over the coming 

decades is anticipated by the International Energy 

Authority (IEA), even under a 2°C scenario – although 

at a lower level than under ‘business as usual’. Carbon 

Tracker’s own research (The $2 trillion danger zone: 
how fossil fuel firms risk destroying investor returns) has 

indicated that over 40% of capital expenditure planned 

for gas projects worldwide between 2015 and 2025 is 

likely to be in excess of demand.  

4.  Rise of renewable energy sources 
The cost of developing and producing wind and solar 

energy has continued to drop. Wind turbine costs have 

consistently fallen by double digits with every doubling 

of cumulative production, and the price of electricity 

generated by solar power dropped from US$76 per 

watt in 1977 to just US$0.30 in 2015. Last year Goldman 

Sachs found that the shift to renewables is accelerating 

and announced ‘the end of the beginning for the low-

carbon economy’.  

5. Improved energy efficiency
The argument that some energy companies still 

advance – to the effect that projected increases in global 

GDP will need to go hand in hand with demand»   
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the other. It estimates that, in the next 10 years alone, 

about US$2 trillion of assets could, in effect, be wasted.  

Meeting information needs
As well as addressing the issue through their financial 

reporting, it is essential that energy companies give 

shareholders more and better quantitative information 

on the degree to which their business plans are aligned 

– or not – with the low-carbon future. The demand for 

more tailored information on this issue is growing.

Mary Schapiro, the former chair of the SEC, has said: 

‘Investors are desperate for this information. They are 

actively seeking out clear and honest and comparable 

data about climate risk so that they can make decisions 

about where to allocate their capital, and compare 

companies within an industry and across industries.’ A 

taskforce established by the Financial Stability Board 

(FSB), the international body that monitors the global 

financial system, has offered recommendations on 

ways of standardising disclosures of this kind.    

The Carbon Tracker Initiative is strongly supportive of 

the FSB project. Energy companies must be transparent 

about the extent of the carbon emissions that are 

inherent both in their existing fossil-fuel reserves and 

in the resources that they are continuing to invest so 

heavily in exploring and developing. 

Investors also need an oil price sensitivity analysis to 

understand the impact of a downside case. 

And testing the business model and strategy against a 

2°C-compliant demand scenario is essential to giving 

investors a clear picture of the company’s degree of 

alignment with Paris.

There is no doubt we have a framework of accounting 

and auditing standards that is robust in many respects. 

It must be said too that the accountancy profession 

has been notably supportive of efforts to incorporate 

the cause of sustainable development into company 

reporting. But the dramatically changing business 

environment in the energy sector will continue to 

present serious challenges over the next couple 

of decades, not just to companies’ directors and 

managers but to their accountants and auditors. These 

challenges cannot be avoided.  ■

Carbon Tracker Initiative
The Carbon Tracker Initiative is a team of financial specialists making climate risk 

real in today’s financial markets. Its research to date on unburnable carbon and 

stranded assets has started a new debate on how to align the financial system with 

the energy transition to a low-carbon future. Carbontracker.org.

for  fossil-fuel products – is increasingly doubtful. In 

Carbon Tracker’s publication Lost in Transition: how the 
energy sector is missing potential demand destruction, 

we show that projected increases in GDP can no 

longer be assumed to equate with energy intensity (ie, 

the amount of energy used per unit of GDP). Energy 

demand is already being ‘decoupled’ from GDP as 

a result of efficiency gains and shifts in economies 

towards service-based industries, and even in China 

energy intensity is already falling significantly. The IEA 

reported last year that global emissions stalled in both 

2014 and 2015, even as the economy grew.

These new realities are highly relevant to the decisions 

that energy companies will make on the valuation of their 

assets for accounting purposes, and the assumptions 

underlying reinvestment of investor capital in exploring 

for and developing new fossil-fuel resources. 

Faced with these new realities, market logic is 

already having a cautionary effect. Many large 

energy companies are slashing their expenditure on 

exploration activities, expressly referencing the lower-

price environment – about US$200bn was cut from oil 

companies’ exploration budgets in 2015. This makes 

commercial sense as far as it goes. But it still leaves 

huge amounts being spent on projects that are not 

likely to generate any meaningful return. 

The economist Anatole Kaletsky has referred to the 

US$650bn still being spent annually on oil exploration 

as ‘the greatest misallocation of capital in history 

– economically feasible only because of artificial 

monopoly prices’ (which, he reminds us, are being 

replaced by competitive pricing, further jeopardising 

new investment in high-cost projects). Our analysis 

in The $2 trillion danger zone looks at the changing 

demand for fossil fuels on one hand, and the current and 

planned exploration activities of the fossil-fuel sector on 
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Listening project
IAASB member and former ACCA president Brendan 
Murtagh FCCA is on a mission to ensure that standard-setters 
understand the needs of small and medium-sized practices

Having been a founding partner of his 

accountancy firm in Dublin, Ireland, in the 

1990s, Brendan Murtagh FCCA has personal 

insight into the challenges and opportunities that arise 

for small and medium-sized practices (SMPs). He now 

shares his knowledge and experience with colleagues 

at the International Auditing and Assurance Standards 

Board (IAASB), which he joined in January 2012. 

As Murtagh notes, because of the importance of 

the capital markets to the public interest, much of 

international standard setting is focused on listed 

companies. ‘Bringing the non-listed and SMP voice 

to the standard-setting process is really important,’ he 

says. ‘An appreciation of how the world works outside 

listed entities, including in the small and the medium 

firms, can provide further input on how changes may 

impact that community.’ 

The IAASB is attuned to the needs of SMPs and their 

SME clients, Murtagh believes. ‘In all its consultations 

it will specifically ask for views from SMPs,’ he says. 

‘It will look to assess the impact on SMPs of any 

proposals. We will look at the SMP perspective, along 

with the public sector perspective, in the standard-

setting process.’ That said, the IAASB’s starting point 

will always be to consider the public interest and how 

proposed changes to existing standards or proposed 

new standards are serving the public interest. ‘The 

challenge then becomes how to foster consistent » 

Edition 14 | 45

Interview | Audit | Accountancy Futures

A_Murtagh.indd   45 05/06/2017   15:32



application within the various environments where 

those standards are utilised,’ Murtagh says. ‘This 

includes how they are implemented at an SMP level, 

but also at a much larger level. It is therefore important 

to get an appropriate and balanced representation of 

the SMP perspective in the standard-setting process.’

Level playing field
Murtagh doesn’t support a separate regime for SMPs. 

‘Globally it is generally accepted that an audit is an audit 

and there has to be a level playing field in terms of what 

an audit means,’ he says. Auditing standards have to be 

fit for purpose across the range, from listed companies 

to the smallest businesses, and everything in between. 

The IAASB is looking to see how that flexibility can be 

demonstrated, while at the same time maintaining the 

integrity of an audit. ‘The IAASB continuously looks 

at the scalability of the standards and how this can 

be enhanced, communicated and applied. In doing 

this it ensures that the value of an audit is maintained 

together with the public interest and public confidence 

in the audit. The audit needs to be comparable in 

markets around the world. It needs to be comparable 

for all stakeholders, whether to a bank or a customer. If a 

stakeholder reads an audit report, they have to be able 

to understand and rely on it, irrespective of the nature, 

size or complexity of the business or the jurisdiction 

from which it operates. The global application and 

comparability of the standards across jurisdictions is 

one of the reasons for widespread adoption.’

The outcome of the IAASB’s Auditor Reporting project 

provides an example of the flexibility and scalability. 

The extended reporting requirement, namely the 

‘key audit matters’ element of the new audit report, 

is mandatory for listed entity audits but optional for 

non-listed. ‘That’s a clear example of how the needs 

and challenges of the SMP community and the small 

and medium enterprises they act for are heard and 

responded to in the process,’ Murtagh says. ‘We now 

have a balanced, scalable solution. If an SMP feels this 

is of value to the stakeholders in a particular audit, it 

is open to him to use the extended reporting. It’s a 

good example of scalability in the standards. If the 

market decides this is good and would like to see it for 

everybody, then we will get that feedback in our post-

implementation review. Based on the feedback from 

preparers, users and others, we can determine whether 

we should retain the status quo or whether extended 

reporting should be mandated for all audits.’  

Scalability will also be considered in the IAASB’s 

ongoing audit quality project. Responses to its 

December 2015 Invitation to Comment on Enhancing 
Audit Quality in the Public Interest are currently being 

considered. The quality-control systems within firms 

present a ‘major element’ of the project, Murtagh 

notes. ‘The extent to which quality control systems and 

standards are scalable for small firms is a significant 

element of the feedback that has been received,’ he 

says. Changing a quality-control system could be costly 

and time-consuming, so the IAASB will think about the 
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impact on SMPs. ‘What is encouraging to see is that, 

even in the detail of the consultation document, the 

SMP perspective is embedded throughout,’ Murtagh 

says. ‘Specific questions have been asked and we’ve 

got insightful responses that will help us develop our 

thinking as we move to exposure drafts.’ 

When it comes to maintaining appropriate audit 

quality, Murtagh does not think that SMPs necessarily 

need to implement systems as complex as those 

used by the big firms. ‘The audits  SMPs are dealing 

with are, in the main, less complex, may be smaller 

in size and they are in a different environment,’ he 

says. ‘Therefore, the standard is currently scalable 

to take account of the size and complexity of both 

the firm and the engagement. You need to be able 

to document and evidence that audit quality has 

been given appropriate consideration and that the 

systems in place achieve what is  required. Enhancing 

this scalability will be a feature of the revisions to the 

quality control standards both at firm level, in ISQC 

1, but also at engagement level, with ISA 220. This 

project is now well under way with the project proposal 

approved by the board in December 2016. The project 

will see some very significant enhancements to quality 

control including the move to a risk-based model with 

the Quality Management Approach, which is based on 

the COSO framework.’

Beyond the auditors
Regulators have an important part to play in quality 

control in making sure that they don’t simply react to 

quality control challenges in larger firms in a way that 

imposes ‘what may not necessarily be an appropriate 

remedial action in a smaller firm’, Murtagh says. ‘It’s 

also important for all stakeholders in the audit process 

to understand their role in achieving audit quality.’ 

The IAASB’s 2014 publication, A Framework for Audit 
Quality, addresses these wider stakeholders and the 

various elements of audit quality. ‘It recognises that 

if we are going to address audit quality properly, we 

have to recognise that this goes much further than the 

auditors,’ Murtagh says. ‘Standard-setters have a key 

role to play, but so do many other stakeholders in the 

process, such as those charged with governance in the 

entities being audited, audit committees and educators 

to name some. It’s about everybody doing something in 

their element of the arena to improve audit quality.’ For 

example, the IAASB is in the early stages of a project 

on  professional scepticism. ‘If you think about the 

formative elements of a challenging mindset, they come 

long before anyone gets near an audit firm,’ Murtagh 

says. ‘They come culturally, socially and academically. 

A lot of the foundation work  is done before people 

choose a career as an auditor. That’s one illustration of 

how there are many stakeholders in audit quality.’

The SMP perspective is also being taken into account 

in the IAASB’s project  on data analytics, which has 

involved outreach and consultations. ‘As a tool it is 

changing how we approach an audit,’ Murtagh says. 

‘In the context of SMPs, we have looked at whether 

this presents any unique challenges or barriers. Some 

of the early indications suggest the opposite. In the 

SMP market, the level of data analytics involved would 

not necessarily have the same characteristics and 

complexities as that required for the larger end of the 

audit market. We are seeing that there are powerful 

data analytics tools in the marketplace. This could 

present an opportunity for SMPs and the market has 

responded. It’s then a personal and individual matter 

how firms and individuals want to embrace this. From 

the board’s point of view it is important that nothing 

in the standards inhibits appropriate innovation, in the 

context of the audit, in this area.’

Murtagh’s insights and input to the IAASB have been 

shaped by his own  experiences of setting up and 

running his own firm, LHM Casey McGrath, in Dublin. 

‘I qualified with a mid-sized firm and wanted to see if I 

could do it myself,’ he says. He quickly proved that he 

could. He now heads up his firm’s assurance function 

and works with both SMEs and some larger corporates 

and subsidiaries of multinational entities. He enjoys 

acting as a ‘trusted business adviser’, providing holistic 

advice to help businesses grow.

The knowledge and experience he has gained from both 

his IAASB work and his ACCA involvement – Murtagh 

is a past ACCA president – have helped to attract 

some larger clients than might otherwise have been 

the case. ‘It’s given me a slightly different international 

perspective,’ he says. ‘I’ve had an opportunity to gain 

a greater understanding of different markets, not just 

in Europe but in the US and elsewhere. Ireland is a 

strong inward investment location for US companies. 

We have quite a few US businesses as clients and, from 

a cultural and regulatory perspective, I have a degree 

of understanding of their local requirements and the 

differences from what we do here. That can be helpful 

and it’s not always something you would find in a 

smaller mid-tier firm.’

Sarah Perrin, journalist ■

Brendan Murtagh FCCA
Brendan Murtagh FCCA became a member of the International Auditing and Assurance Standards Board in 

January 2012, having been nominated by ACCA. He began his accountancy career with a mid-sized practice in 

Ireland, gaining his ACCA Qualification in 1991. He then founded his own Dublin-based firm, LHM Casey McGrath, 

in the 1990s. He was ACCA Ireland president for 2000-01 and represented ACCA Ireland on the Consultative 

Committee of Accountancy Bodies – Ireland from 1999 until 2014. He served as a member of the ACCA Global 

Council from 2000 to 2010 and as president for 2009-10.
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Chain reaction
For all the buzz around blockchain and its transformative potential for the 
profession, accountants should bear in mind that it’s an evolution, not a revolution

‘Like a rush-hour gridlock trapping a Formula 

1 race car’ is how Harvard professors Marco 

Iansiti and Karim Lakhani described the 

records of transactions that underpin the world’s 

economic and legal systems and are threatening to 

clog up global financial networks.

Real-time, global transactions taking place 24 hours 

a day,  seven days a week, and computer-generated 

trading activities that are measured in milliseconds,  

are just a couple of examples of how today’s financial 

system is very different from just a few years ago. 

The challenge is to have an administration system 

that is trusted, transparent and able to cope.  With 

central clearing houses, and accountants and audit 

firms  stretched to the limit in trying to keep up with 

increasing  and changing demand, the arrival of a 

radical new approach to the underlying support 

structure couldn’t come soon enough. 

Enter blockchain, a system based on distributed 

ledgers and  computational logic (see box on page 

50) that could provide the means  to overcome the 

congestion, and on which the professors were focused. 

Billions have been poured into the development of 

blockchain by financial institutions, venture capitalists 

and governments in a frenzied and sustained period 

of investment. Make no mistake, blockchain is here for 

the long haul, and finance professionals must adapt.

Transforming the infrastructure
One of those financial institutions making a bet on 

blockchain fundamentally rewriting the rules of global 

commerce is Deloitte. The Big Four firm has invested 

heavily in the technology, and in January opened a new 

blockchain lab in Dublin, Ireland, which by the end of 

the year will be home to 50 developers and designers 

who will work on the technology full time. 

‘We are still at the early stages of the adoption of 

blockchain technology,’ says David Dalton, a financial 

services partner at the firm. ‘But it is becoming 

increasingly clear that it is transforming the infrastructure 

that underpins financial services and other industries.’

For the accounting profession, the impact could be 

fundamental, with blockchain superseding a system of 

financial governance and control that’s been around for 

the best part of 2,000 years: double-entry bookkeeping. 

In a recent white paper, again published by Deloitte, 

the firm lays out scenarios for the impact blockchain 

might have. ‘Companies would benefit in many 

ways: standardisation would allow auditors to verify a 

large portion of the most important data behind the 

financial statements automatically,’ it claims. ‘The cost 

and time necessary to conduct an audit would decline 

considerably.’ 

The paper goes on to explain how the impact 

of blockchain on the accounting process, while 

fundamental, will be evolutionary rather than 

revolutionary. It can be gradually introduced within 

the chain of activities, bringing increased value and 

security along the way. But, claims Deloitte, ‘at the end 

of the road, fully automated audits may be reality’. 

While the buzz around blockchain is inescapable, and 

it’s clear the technology is here to stay, we shouldn’t 

overestimate the speed with which it becomes 

embedded into our everyday business-to-business and 

accounting activities. As the Deloitte paper points out, 

blockchain is bringing gradual, rather than sudden, 

change to our world. Or, in other words, the technology 

will bring foundational change, where an entire system 

and way of working must be rebuilt over time.

This gradual pace of change is a good thing, and will let 

industries and professions adapt over time rather than 

being forced to react to the immediate implications of 

a sudden and disruptive technology change. 

Narayanan Vaidyanathan, who develops ACCA’s 

research on the future of accountancy, and is the 

author of its report on blockchain, The professional 
accountant’s guide to distributed ledgers and 
blockchain, explains that the technology has potentially 

far-reaching implications for accounting and business, 

but needs a few years to mature. ‘The headline message 

of the report is that you need a measured approach to 

it,’ he says. ‘It’s not going to solve everything, and it’s 

important to understand where it is relevant and where 

it is not.’

This second point is particularly important, given the 

membership of ACCA and the fundamental role of the 

profession. There have been countless headlines about 

artificial intelligence and machine learning leading to 

Projects worth knowing about
Hyperledger: An open-source collaboration project, including stakeholders 

from finance, the internet of things, banking, supply chain, manufacturing and 

technology. Members include Accenture, Daimler, IBM, Airbus, American Express 

and Intel, among many others: hyperledger.org.

Ethereum: An open-source blockchain platform that boasts smart contract 

functionality. First established by Vitalik Buterin, a programmer involved in the 

explosion of Bitcoin, in 2013: ethereum.org.

UCL Centre for Blockchain Technologies: A collaborative, industry-oriented 

research centre based at University College London: blockchain.cs.ucl.ac.uk.
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rampant job erosion, with accountants often being 

squarely in the firing line. Similarly, blockchain has been 

cited as providing the essential component of trust that 

has traditionally been provided by accountants and is 

required to facilitate a successful financial system.

Vaidyanathan says: ‘We need to draw a distinction 

between revolutionising the transactional reporting 

cycle to better manage volume and scale [an area 

that can benefit from blockchain] and focusing on 

other activities pertinent to the role of professional 

accountants. There are aspects to understanding and 

driving a company’s performance that are not directly 

definable from the ledger. Sensible valuation estimates 

might require an understanding of information outside 

a blockchain such as future outlook. Effective finance 

business partnering relies on human judgment and 

communication to balance priorities such as supporting 

a business unit’s divisional growth ambitions, alongside 

applying a risk, governance or ethical lens.’ 

He is essentially referring to going beyond the literal 

definition of a task. For example, conceptually, the 

blockchain allows for all entries to be visible to the 

auditor in a transparent way. So it then becomes a 

question of understanding the extent and manner in 

which the auditor questions what is in front of them as 

part of professional scepticism. 

Sticking with this audit scenario, it isn’t outside the 

realms of possibility for a company to want to understate 

its liabilities and not present what the auditor might 

consider a ‘true and fair’ view. It’s the auditor’s job to 

look out for these things (and related party accounts 

or other indicators) to suggest that certain areas need 

to be explored in more detail. In a blockchain world, 

all this would depend very directly on the absolute 

confidence that there is no way the company could 

exclude a transaction on its distributed ledger.

Vaidyanathan says: ‘If you are relying on a bit of kit  

to tell you everything, that clearly has some  
implications. In general, technology works best when 

combined with human judgment. It is possible that, 

in future, accountants may increasingly need to adapt 

from auditing the transactions to providing some » 
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form of audit or assurance with respect to the systems 

that spit out the transactions.’ 

Innovation spreads
Deloitte isn’t the only Big Four firm to focus on 

blockchain; days after its Dublin announcement, 

KPMG and Microsoft revealed they were partnering 

on something called Blockchain Nodes, a series of 

innovation workshops focused on the development 

of the technology. ‘The Blockchain Nodes will play a 

critical role in identifying new applications and use 

cases that blockchain can address,’ says Eamonn 

Maguire, head of digital ledger services at KPMG. 

‘They will enable us to work directly with clients to 

discover and test ideas based on market insights, 

creating and implementing prototype solutions that 

use this innovative technology.’

Ratings and research firm Moody’s is another 

organsisation taking a keen interest in the potential 

impact of  blockchain on the global financial system, 

and last year published a report highlighting what it 

believes to be the 25 top use cases, categorised into 

four different types of stakeholder: financial institutions, 

corporates, governments and cross-industry groups. 

Applications range from regulatory compliance and 

audit, financial management and accounting, and 

trade finance through to supply chain management, 

identity management and the internet of things. 

But while the report clearly recognises the potential 

impact of blockchain, it also brings a degree of realism. 

‘There is significant enthusiasm for the potential of the 

technology, but there is still a limited track record of 

large-scale blockchain implementation in a regulated 

environment, and many hurdles lie ahead before we 

see widespread applications,’ says Robard Williams, 

senior vice president at Moody’s.

Perhaps the best way of looking at the technology’s 

pace of development and potential is to return to the 

Harvard professors of business administration, Iansiti 

and Lakhani. They have developed a framework for 

blockchain adoption that, while they conclude that the 

technology is ‘decades’ from reaching its full potential, 

allows them to predict which kinds of applications will 

gain traction first. 

By analysing how foundational technologies take 

hold, Iansiti and Lakhani surmise that it happens 

in four broad phases, each of which is defined by 

the novelty of the application and complexity of the 

coordination efforts needed to make them workable. 

Those low in novelty and complexity are first to take 

hold, while those high in both can take a great deal 

of time to become embedded into our lives. They 

have named the resulting quadrants single use (low 

novelty, low complexity); localisation (high novelty, low 

complexity); substitution (low novelty, high complexity) 

and transformation (high novelty, high complexity). 

Bitcoin payments fall at the bottom end of the scale 

within the ‘single use’ quadrant because they are 

typically  one-to-one in nature and used as a simple 

alternative payment method. Within the ‘localisation’ 

quadrant, the professors point to private online ledgers 

to process financial transactions; in ‘substitution’, 

to retailer gift cards based on bitcoin; and in 

‘transformation’, to self-executing smart contracts. 

On this last point, the implications for traditional 

professions may be felt the most. ‘Smart contracts 

may be the most transformative blockchain application 

at the moment,’ Iansiti and Lakhani wrote in a recent 

issue of the Harvard Business Review. ‘These automate 

payments and the transfer of currency or other assets 

as negotiated conditions are met.

Repercussions for the profession
‘The implications are fascinating. Firms are built on 

contracts. If contracts are automated, then what will 

happen to traditional firm structures, processes and 

intermediaries like lawyers and accountants? Before we 

get too excited, let’s remember that we are decades 

away from the widespread adoption of smart contracts.’

However, this doesn’t mean that accountants – in 

practice and in business – shouldn’t be putting a great 

deal of thought into the subject right now. The Harvard  

framework can help in guiding that thought and lead to 

the beginnings of a strategic plan being put in place.

Nor, according to ACCA’s Vaidyanathan, should 

accountants be fearful or suspicious of the technology: 

‘If this plays out in the right way, it will be a huge 

advantage because it takes away from the professional 

accountant the relatively low-value tasks, and allows 

the focus to stay firmly on activities with a direct link 

to business value. What technology does better than a 

human, technology should be allowed to do; humans 

should focus on what humans can do better.’ ■

David Rae, journalist

Find the ACCA report, The professional 
accountant’s guide to distributed ledgers and 

blockchain, at bit.ly/ledgers-blockchain

‘It’s not going to solve 
everything, and it’s important to understand 
where it’s relevant and where it is not’

Distributed ledgers demystified
A distributed ledger is a database of assets or transactions that can be shared across 

multiple nodes in a network so that each participant has their own copy, with any 

changes reflected in every copy almost simultaneously. Each transaction is recorded 

as a ‘block’ of data, and each new block has an encrypted copy of the previous 

block included within it. Blocks are then linked using cryptographic signatures to 

create a ‘chain’ of activity or transactions that are time-stamped, distributed and 

tamper-proof. In short, it creates an incorruptible ledger of information.
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On the right code
Stephen Haddrill, chief executive of the UK’s corporate governance watchdog, 
sees the recapture of public trust as the big issue to address
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If you want a benchmark for the success of UK 

corporate governance, then Stephen Haddrill 

suggests using international investor confidence. 

The chief executive of the Financial Reporting Council 

(FRC), the independent regulator of corporate 

governance and reporting in the UK, says the 

willingness to put money into UK businesses is a sound 

measure of the success of the 25-year-old system of 

codes and rules for listed companies in the UK. 

One of the secrets of the code’s success is that it has 

evolved over a quarter of a century. It has been a 

flexible vehicle for improving corporate governance 

and – especially since the global financial crisis – 

corporate reporting. ‘We have introduced measures 

through the code that have enhanced reporting,’ says 

Haddrill. ‘These include the concept of the report 

and accounts as a whole being fair, balanced and 

understandable; the assessment of the reporting of 

risk; and the introduction of the longer-term viability 

statement, which is an innovative change.’

While Haddrill points out the strengths of UK corporate 

governance, he says that there are also issues to 

address. The FRC has announced a ‘fundamental 

review’ of the code for publicly listed companies (see 

box, above), prompted in part by what Haddrill says is a 

‘lack of investor confidence in high executive pay’.

The problems centre on trust. Haddrill quotes the 

Edelman Trust Barometer’s description of the British 

public’s trust in business, government, media and non-

profits as plummeting – part of an ‘unprecedented crisis 

of trust shared across the Western world’. Business 

has contributed significantly to that fall. ‘Continuing 

success depends on the strength of a business’s 

reputation with the public,’ says Haddrill, adding that 

the quoted value of a listed company – which is far 

in excess of the balance sheet – is made up of many 

factors, including trust and reputation. 

Modern corporate governance arrived on the back of 

a series of scandals in the late 1980s and early 1990s. 

Initially the code focused on the board’s structure, with 

an emphasis on non-executives. Increasingly it has 

taken an interest in values, behaviour and culture. 

The UK code’s key principle is comply or explain. 

‘Comply or explain allows companies to adapt the 

code to their circumstances,’ Haddrill says. ‘And it 

allows for a transition period, which makes directors 

comfortable with supporting corporate governance.’ 

Regulatory progress is faster as a result. Independent 

directors on boards, independent audit committees 

and annual election of directors have all happened 

quicker in the UK than elsewhere because there is 

no need for legislation. In 2016, 90% of FTSE 350 

companies were code-compliant with the exception of 

one or two provisions. Haddrill says the code provides 

chairs with the framework and the impetus to conduct 

the business of the board in the right way. 

He admits, though, that he finds CFOs and CEOs 

less engaged in it. ‘The code is important in helping 

to establish the right relationship between the chair, 

the non-execs and the execs. In particular it creates a 

separation of power and responsibilities between the 

chair and the chief executive. For the CEO, that brings 

greater clarity to their role and a basis for the support 

of their board. The code seeks to establish the right 

balance between support and challenge.’   

Beyond the boardroom
Haddrill, though, wants to look beyond the boardroom 

and bring the wider world into the equation. The 

FRC has set up a wider stakeholder group with 

representatives of employees, consumers, investors 

and non-governmental organisations. ‘The debate 

is broadening. The prime minister has talked about 

establishing the employee voice in the boardroom, 

although we’re not sure how that is going to pan out.’ 

On pay Haddrill draws an analogy between executives’ 

rewards and footballers’ pay: ‘On the terraces fans 

aren’t happy if they are not scoring goals.’ As a Crystal 

Palace fan, perhaps he understands only too well the 

outrage when pay is way out of kilter with performance. 

The answer, he says, is to link remuneration with 

strategy to simplify its terms (‘Even those who benefit 

sometimes don’t understand the deals’), to ensure 

it is reported, and that investors’ views are heeded. 

Companies are not currently obliged to do anything 

even when advisory votes on executive remuneration 

go against proposals. Haddrill says: ‘We would like to 

see an escalation, with another round of consultation 

followed by a vote, and that vote should be binding.’ 

Board diversity does not generate the same anger as 

pay, perhaps because there is progress. The good news 

is there are more women on boards; less encouraging 

is that so few of them hold executive positions. Smaller 

boards with fewer executives hasn’t helped. Haddrill 

says that issue has to be dealt with by companies 

working on the pipeline and succession planning. 

The fundamental review 
There will be a fundamental review of the 

governance code for publicly listed companies. It 

follows the Department for Business’s green paper 

and a Commons select committee inquiry. The FRC 

will focus on helping boards take better account of 

stakeholder views, linking executive remuneration 

with performance, and extending enforcement 

powers to ensure disciplinary action can be taken 

against all directors where there have been financial 

reporting breaches.

‘Comply or explain allows  
companies to adapt the code to their 
circumstances and offers a transition period’
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Ethnic diversity too remains a worry, with the 2016 

Parker report concluding boards did not reflect the 

ethnic diversity of either the UK or their stakeholders. 

It recommended that FTSE 100 boards ‘should have at 

least one director of colour by 2021’, and that FTSE 350 

companies should join them a year later. 

If diversity and gender are works in progress, next up is 

the viability statement. Haddrill distinguishes between 

the views of chairs and of CFOs. ‘Chairs have been 

positive, as it has led to a good conversation in the 

boardroom. It has caused thinking about the longer 

term. Also the work that goes on behind the statement 

about giving assurance on risk is valuable.’ 

He dismisses suggestions of confusion between 

viability and the one-year going concern view. Most 

companies are fixing on three years – it fits with their 

strategy horizon – but with defined benefits pension 

schemes providing assurance to trustees for way 

longer than three years, ‘Why not give that assurance 

to the shareholder?’ He adds that some CFOs think 

that viability has generated a level of work around stuff 

that they already knew. 

In the longer term, there are clouds on the horizon 

caused by both Trump and Brexit. While the new US 

president talks deregulation, Theresa May is talking 

about strengthening corporate governance, heralding 

divergence. Haddrill notes that the US public is broadly 

confident about main street business (banks may be a 

different story), and that the US public trust deficit is in 

government, summed up by the ‘drain the swamp’ cry. 

‘If the largest economy in the word is heading in one 

direction, you can’t just ignore that,’ he says.

Post-Brexit world
Brexit for the FRC so far is about restating belief in 

elements such as international accounting and auditing 

standards and their importance in attracting international 

capital. ‘We want to retain our commitment to those. 

Even though they are underpinned by European Union 

law, leaving shouldn’t change that.’ 

The FRC will be looking for opportunities in the changed 

world – think easier passporting of qualifications. It will 

also work hard to retain its influence with standard-

setters, while working with ‘our regulatory friends in 

Europe’, even if the FRC won’t always be at the table. 

‘London is the largest European capital market and our 

role in regulating that gives us a lot of weight. Brexit 

will make it harder, but we won’t give up.’

Back in the UK the FRC is keen to develop a code for 

private companies that have a public interest impact, 

but Haddrill says it cannot be the same as for listed 

entities. ‘What is the same is that all companies have to 

take account of the full range of their stakeholders.’ He 

points out that this is already a requirement under the 

Companies Act. ‘That part of the act does not receive 

much attention; it needs to be reinvigorated.’

Clearly, the next 25 years is about helping businesses 

build trust in their governance, and reporting to a 

broader stakeholder community. ‘We are focused 

on helping companies, whether private or public, to 

recognise the broader public interest.’ ■

Peter Williams, journalist

Haddrill on reporting and audit
UK corporate reporting does ‘extremely well’ in telling the story of what a company 

is seeking to achieve and how it has performed, says Haddrill. But reports also have 

a behavioural impact as they have to be considered in the boardroom. 

And while audit quality has improved, it needs to go further. Haddrill says: ‘Auditors 

do great work but then slip up because in some way they have failed to challenge 

the management. We need to work with firms’ leaderships to drive consistency.’
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Audit’s evolution
Auditing standards are catching up with big data, with the standard-setter issuing a 
consultation on how to update ISAs to incorporate technological advances

Big data has become big business for the 

auditing profession. It’s difficult these days 

to talk to a senior audit partner without them 

proclaiming the huge advantages of data analytics in 

the audit process, and how it is revolutionising the way 

firms are checking their clients’ financial statements.

But have auditing standards kept up with this fast-

moving world, where it is now possible for 100% of 

transactions to be interrogated for anomalies, outliers 

and outright inaccurate trades?

This is the concern of the International Auditing and 

Assurance Standards Board (IAASB). Last September 

The use of data analytics on larger sets of audit-relevant 

data goes much wider than traditional analytical 

procedures. This gives auditors a broader and deeper 

insight into the entity under scrutiny, but also provides 

auditors and their clients with additional valuable 

information that can be used to inform the client’s own 

risk assessment and business operations.

Sue Almond, head of assurance at Grant Thornton in 

the UK and a member of the IAASB’s working group 

on this, says that data analytics is seen by the IAASB as 

a rapidly emerging and evolving area. ‘Different audit 

firms, different businesses and different regulators were 

it issued a consultation document looking specifically 

at how International Standards on Auditing (ISAs) 

should or could be updated to incorporate the latest 

technological advances. The deadline for responses 

was 15 February, though it is clear that it is a debate 

that will rumble on for a while yet as the standard-

setters play catch-up with the technologists. Indeed, 

the UK’s Financial Reporting Council has been looking 

into this area as one of its thematic reviews for 2016/17.

In its consultation paper,  Exploring the growing use  
of technology in the audit, with a focus on data analytics, 

the IAASB argues that stakeholder expectations 

regarding the use of technology in financial statement 

audits are evolving as they look at how data analytics 

fits in with the current risk-based audit model. This is 

becoming increasingly so where auditors are using data 

analytics as a way to differentiate themselves during 

the audit tender process – which, of course, is far more 

common now thanks to the EU’s audit directive.

starting to come across analytics, so a working group 

was formed by the IAASB to see what is happening in 

the market and how this would mesh with the existing 

auditing standards.’

Almond picks out a number of key issues that 

auditors, regulators and businesses are facing as they 

increasingly use big data to inform the audit process. 

These include the challenge of fast evolution, the 

impact of efficiencies, the need to understand the 

answers given by data analytics, the role of auditor 

scepticism (see also page 56) and how analytics can 

add value to audit clients.

Multiple challenges
The IAASB consultation itself highlights a number 

of unanswered questions that are currently creating 

challenges to auditors as they grapple with the new 

technology. These challenges cover: data acquisition; 

changing conceptual approaches to the audit that 
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might not be familiar to the audit client; legal and 

regulatory challenges around jurisdiction and security; 

availability of appropriate skills; regulatory oversight 

and retraining and reskilling auditors themselves.

‘We need to look at how client data is transferred to 

the auditor’s systems,’ says Andrew Gambier, head 

of audit and assurance at ACCA. ‘For instance, what 

happens if the auditor’s system is not physically in the 

UK? Clients will need to do due diligence on these 

systems. Data can also get lost, and we are also seeing 

more attempts to breach data security.’

‘This is a real priority for the audit profession,’ says 

Nick Frost, UK head of audit technology at KPMG. 

‘We are working with clients on this. A key part of the 

discussion is around how we get the data, what data is 

it that we want, what we are going to do with the data, 

and how long we are going to keep it. We will even 

talk with general counsel, especially when looking at 

customer data.’

On the use of data in audit evidence, Gambier says 

that the traditional audit model would be to gain 

an understanding of the controls environment in an 

organisation and then carry out testing to make sure 

these controls work in practice. ‘Conceptually, an 

approach that relies upon sampling should produce 

the same estimate of the level of misstatement as 

testing 100% of the population,’ Gambier says. ‘But a 

audit profession – if the technology can check 100%  

of transactions, why is there a need for an audit?

‘The fundamental role of the auditor won’t change,’ 

argues Frost. ‘There will always be the need for an 

independent view, but how auditors execute this will 

change, and they will be able to have richer, more 

insightful conversations with the client.’

‘There’s no burning platform,’ says Gambier, ‘but there 

are concerns that auditors could be made redundant, 

so the IAASB is doing the groundwork now. ISAs are 

not incompatible with data analytics, but they do not 

indicate how they can be used. ■

Philip Smith, journalist

‘You use data all the time in an 
audit context, but it is about trying to draw specific 
knowledge or intelligence from the data itself’

focus on transactions may not be appropriate,’ he adds. 

‘Changes in the financial reporting framework have 

increased the importance of estimates and valuations 

to financial reporting, thereby reducing the relevance 

of transactions. How an audit approach that relies upon 

data analytics will support judgments is unclear.

Informing the audit
For Almond, data analytics is about using data to 

inform the audit. ‘You use data all the time in an 

audit context,’ she says, ‘but it is about trying to draw 

specific knowledge or intelligence from the data itself. 

The judgment comes in with the questions that you ask 

of the data. You can ask robust questions of the data, 

but you need to understand what is coming out and 

what you do with it. And this creates a more interesting 

and challenging environment for our auditors.’

It also creates an environment that requires new skills. 

‘What we are now doing is changing,’ says Frost. ‘It is 

different from even just two years ago.’ As an example, 

Frost says that the ability to write code forms part of the 

assessment for potential graduate recruits into audit. 

‘We are also reskilling some of the people already in 

our audit practice,’ he adds.

There will of course be opportunities to use the 

knowledge gained from analysing the data to provide 

more insight to the client, though Frost is mindful 

that auditors are bound by ethical standards to 

maintain their independence from the client. ‘The 

ethical standards are always front of mind, we are very 

cognisant of this,’ he says.

It is no surprise, however, that there are also fears  

that data analytics, alongside other technologies such 

as blockchain, could lead to an existential crisis in the 

Data analytics | Audit | Accountancy Futures

Edition 14 | 55

A_IAASB.indd   55 05/06/2017   15:33



Professional accountants – the future
According to ACCA’s major initiative on the skills professional accountants 

will require  in the future, they will need to develop and demonstrate the ability 

(quotients) to combine their technical knowledge, skills and abilities with softer 

skills concerned with interpersonal behaviours and qualities. Audit and assurance 

professionals will need to show strong technical knowledge, IT expertise and 

interpersonal competencies to ensure they have the necessary ‘professional 

quotient’. See acccaglobal.com/thefuture.

A state of mind
The application of professional scepticism isn’t something that can be observed. The 
solution lies in a better understanding of psychology and, in particular, cognitive bias

By the nature of the work, auditors need to be 

sceptical. No independent auditor can or 

should accept at face value everything they are 

told. Professional scepticism – defined in International 

Standards on Auditing as ‘an attitude that includes a 

questioning mind, being alert to conditions that may 

indicate a possible misstatement due to error or fraud, 

and a critical assessment of evidence’ – is at the very 

foundation of the audit profession.

Yet in recent years incidences of regulators questioning 

auditors’ professional scepticism have increased. 

Take this comment from the Australian Securities 

and Investment Commission in 2014:  ‘Our reviews of 

audit files showed, in our view, insufficient professional 

scepticism was applied, particularly in relation to fair 

value measurement, impairment testing, and going 

concern assessments. In particular, we found examples 

where auditors appeared to have: (a) been over-

reliant on, or readily accepted, the explanations and 

representations of the management of audited entities 

without challenging matters such as key underlying 

assumptions; or (b) sought out evidence to corroborate 

estimates or treatments rather than appropriately 

challenging them.’

This is not the only example; regulators around the 

world are arguing that a lack of professional scepticism 

among auditors is a major issue in audit quality. If 

auditors were more sceptical, they reason, more 

misstatements would be uncovered. 

But is that really the case? A recently released ACCA 

report, Banishing bias? Audit, objectivity and the 
value  of professional scepticism, looks closely at the 

issue of professional scepticism, and its conclusions 

are fascinating. 

The problem for the audit profession in trying to 

defend itself, the report points out, is that professional 

scepticism is a state of mind that cannot be directly 

observed. The sceptical state of mind feeds into the 

judgments that an auditor makes, which drive the 

auditor’s actions, which the auditor then documents. 

And audit oversight bodies tend to give a lot of 

weight to documented evidence – in which scepticism 

is invisible.

Cognitive bias
ACCA believes that the solution lies in a better 

understanding of psychology and, in particular, 

research into cognitive bias carried out by Amos 

Tversky and Daniel Kahneman. ‘The literature on 

cognitive biases is particularly helpful in understanding 

how all stakeholders in the financial reporting process  

use information to make decisions in practice,’ says the 

report. If all parties involved understand how cognitive 

bias can affect judgment, it adds, all stakeholders can 

work together to improve audit quality. ‘A system of 

standards and a regulatory process that does not take 

account of the psychology literature on human decision-

making cannot be as effective as one that does.’

Tversky and Kahneman believed that human decision-

making is affected by a number of cognitive biases 

(see box, left), which have developed because they 

are evolutionarily beneficial; some serve as shortcuts 

to decision-making (a quick, less accurate decision is 

preferable to a slow, more accurate one), some allow 

us to make a decision when faced with uncertainty, and 

some smooth social interaction. In other words, we 

are all human, even auditors. And while some biases 

can be limited, it is simply not possible to eliminate 

cognitive bias entirely from the audit process. 

The report does discuss whether technology and 

computer algorithms could reduce cognitive bias in the 

audit process – for example, by testing all transactions 

Cognitive biases in the audit process
Hindsight bias – overestimating your ability to predict something that has 

now happened.

Outcome bias – judging the value of an action based on its outcome, rather than 

its value at the time.

Confirmation bias – prioritising evidence that confirms your own beliefs.

Anchoring bias – valuing the first piece of evidence over subsequent evidence.

Availability heuristic – overestimating the importance of information that is 

available to you.

Groupthink – when groups coalesce over an idea rather than challenge it.

Overconfidence – the belief your judgment is better than it is.

Recency – overemphasising the importance of recent information.

Conjunction bias – specific circumstances seen as more important than general ones.

Selective perception – when expectations influence how you view the world.

Stereotyping.

Blind-spot bias – thinking everyone but you is biased.
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ACCA’s recommendations 
1. Articulate in application guidance how the audit engagement team can 

approach planning, and review in a way that minimises cognitive biases.

2. Put ISA 315 and ISA 330 at the heart of the application of professional scepticism 

in an audit, linking the exercise of professional scepticism to risk assessment.

3. Review the use of ‘bias’ in auditing standards to conform its use with how it is 

used in the psychology literature.

4. Examine the impact of availability and anchoring bias on the auditor’s collection 

of sufficient appropriate evidence in ISA 500. 

5. Establish within ISQC 1 and ISA 220 how firms can implement firm-level and 

engagement-level quality control processes that reduce the impact of cognitive 

biases on professional scepticism.

6. Provide guidance to engagement teams on how to use substantive analytical 

procedures in a way that avoids bias.

7. Consider whether the concept of ‘objectivity’ within the Code of Ethics should 

recognise or try to mitigate cognitive biases.

8. Support auditors in understanding bias and how biases can be mitigated 

through continuing professional development and targeted training. 

rather than a selection chosen by the auditor. ‘The 

involvement of computers does not guarantee a lack 

of bias,’ it concludes. ‘Indeed, it may codify bias. For 

example, the algorithms used may themselves introduce 

bias inadvertently due to the way they were coded, 

or there may be cognitive biases in the ways data is 

acquired, cleaned and queried, or reports interpreted.’ 

Instead, the report argues that better awareness 

of cognitive biases among all stakeholders in the 

audit process could lead to systems and processes 

becoming more resilient to them. Auditors need to 

be aware of the extent to which they may be subject 

to biases when designing and performing audit tests; 

standard-setters need to make sure that they do not 

create systems that are susceptible to bias; preparers 

should aim to prepare reports that are transparent; and 

audit committees should question auditors throughout 

the audit to identify where cognitive bias may exist.

There are lessons in cognitive bias for everyone 

in the reporting supply chain. The report makes 

recommendations for auditors and standard-setters 

that could integrate a better understanding of 

cognitive bias into standard-setting (see box, right). It 

also highlights the concern that if regulators continue 

to criticise auditors for insufficient professional 

scepticism when in fact their concerns stem from 

their own cognitive biases, this may result in auditors 

being required to undertake procedures that don’t 

necessarily improve audit quality. ■

Liz Fisher, journalist

Read Banishing bias? Audit, 
objectivity and the value of 

professional scepticism at bit.ly/ACCA-bias 

‘A regulatory process that does not take account of 
the psychology of decision-making cannot be as effective as one that does’
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Tomorrow’s world
As the world becomes more urbanised, many cities are trying to become smarter 
and more sustainable. What will the coming changes mean for accountants?

Cities are in a constant state of fl ux. They always 

have been; they always will be. Dig beneath 

the Turkish streets of Istanbul and you will 

fi nd remnants of Constantinople and Byzantium. Dig 

beneath the streets of Songdo, South Korea, and you 

may not fi nd much history (it sits on wetlands reclaimed 

from the Yellow Sea), but you will fi nd innovations such 

as the world’s most environmentally friendly waste 

disposal system. Unlike most cities, which started out 

as small settlements and grew over centuries or even 

millennia, Songdo is a ‘smart city’ – said to be the world’s 

fi rst – that is being purpose-built from scratch.

Smart cities are a relatively new idea, but the problems 

they are trying to solve are not. ‘Cities have always 

needed to meet fl uctuating demands for housing, 

mobility, education, health and food, despite limited 

resources, ageing infrastructures and social and 

political changes. Smart cities are an attempt to do 

this in smarter and more sustainable ways,’ says Sajid 

Khan, ACCA head of international development. By 

using digital technologies, public-private partnerships, 

urban planning best practices and policy changes, 

smart cities are attempting to meet the most pressing 

needs of communities (today and tomorrow) in ways 

that improve the greatest number of lives.

None of this can be achieved overnight. The relatively 

brief history of Songdo International Business District 

began around 20 years ago when it was conceived as 

an ‘aerotropolis’ for a new airport being built 35 miles 

from Seoul, South Korea’s capital. ‘The original »   

Smart start: 

Songdo, South 

Korea is said to 

be the world’s 

fi rst purpose-built 

smart city, winning 

multiple awards for 

sustainability.
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What is a smart city?
How people define a city varies, so it follows that there is also some variety in 

what people mean by the term ‘smart city’. Sarah Whitney, founding partner of the 

city-advising consultancy Metro Dynamics and an ex-corporate finance partner with 

PwC, says: ‘There is no universally agreed definition of a smart city.’  

Consequently, there are many definitions and interpretations of the smart city 

concept. Some focus on technology, others on sustainability. Some focus on 

encouraging or modernising interaction between citizens and local governments 

or sectors, others on reducing resource consumption and costs. Still others attempt 

to be more all-encompassing. 

Despite their various shapes and sizes, most smart cities sit comfortably within one 

of three broad categories: purpose-built from scratch, retrofits of existing urban 

environments, discrete pilots and projects. But they all share at least one ambition. 

Whitney says: ‘They want to do more with less, so they need to use their resources 

more efficiently and more intensively.’
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‘We need cities where everybody 
is connected and all devices can be connected. 
But the technology must be humanised’

Smarter is simpler
ACCA’s report Smarter cities, simpler cities was launched at a joint event hosted 

by ACCA, the Institute of Cost Accountants of India (ICAI) and the Institute of 

Directors (IoD) in Delhi. 

The presidents of the ICAI and the IoD and ACCA’s chief executive Helen Brand all 

delivered keynote addresses. Maggie McGhee, director of professional insights at 

ACCA, presented the research findings. 

You can download the report at: accaglobal.com/smartcities.

network of vacuum tubes to deliver it for processing, 

while a smart water delivery and recycling system 

prevents water that is fit for human consumption from 

being used in showers and toilets. Buildings feature 

high-performance glass and smart ventilation systems, 

and many commercial and residential premises are 

certified – using the LEED standard for green buildings 

– for their efficient use of water and energy and their 

low levels of greenhouse gas emissions.

Not quite perfect
Songdo has been described as a hi-tech utopia and 

the city of the future, but not everybody is impressed. 

Ecologists, for example, have been critical: some 

believe that Songdo has destroyed a rich coastal 

ecosystem, while others are concerned that the city may 

lack the ecological infrastructure to cope with rising sea 

levels. Only time will tell whether Songdo – or other 

purpose-built smart cities such as Masdar in the UAE 

and Meixi Lake in China – can rise to the challenges of 

the future, or even become fully functioning cities, as 

earlier purpose-built capitals such as Abuja in Nigeria 

and Canberra in Australia have done.

But most of the urban areas now reaching for the smart 

city label, or aspiring to be smarter or more sustainable, 

concept  for Songdo was for it to act as a gateway city 

to the Korean mainland from Incheon International 

Airport,’ says Jonathan Thorpe, chief investment officer 

at Gale International, the property investment and 

development company that is leading the US$35bn 

project to develop Songdo. While the initial idea was 

to attract foreign companies into the city away from 

other parts of north-east Asia, Songdo has achieved a 

great deal more than that.

Living showcase 
Songdo is not yet complete, but it has gained 

worldwide attention (and awards) for its sustainability 

and smart city initiatives. It is not hard to see why. 

Songdo is designed so that all of the built structures 

and green spaces in its compact six square kilometres 

are easily accessible. Everything, from recreational 

areas to residences, can be walked to within 15 

minutes, and it has 16 miles of cycle lanes. Songdo’s 

buildings, urban spaces and infrastructure are a 

living, breathing showcase for sustainable urban 

development practices and smart technologies that 

enable objects and software to communicate and 

autonomously interact and modify their behaviour.

An integrated technology infrastructure connects all 

Songdo’s components, their subsystems and myriad 

smart sensors. All of the data collected is analysed by 

a central hub; it’s also used to monitor and regulate all 

manner of things, from energy consumption to traffic. 

Songdo seems like the internet of things incarnate: 

streetlights can be automatically switched off in 

deserted streets and brightened in busy ones; residents 

can operate their smart home appliances and systems 

remotely; a smart energy grid minimises wastage by 

intelligently matching supply and demand so that all 

parts of the city are supplied with just enough energy.

The application of technology and the data it collects 

also power lots of other sustainability initiatives. 

For example, a smart rubbish disposal system sucks 

household and office waste into an underground 
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are unable to start from scratch. They have to achieve 

their various aims (see panel on page 59) by attempting 

wide-scale retrofits of existing urban spaces or through 

limited pilots and projects. Retrofits are under way in 

cities such as Barcelona in Spain and Singapore. Pilots 

and projects are also in progress across the globe, in 

communities ranging from the small town of Águas de 

São Pedro in Brazil to Nairobi, the capital of Kenya and 

its largest city. Just as no two cities are the same, no 

two smart cities are taking the same approach.

The annual smart city rankings from Juniper Research 

shine a spotlight on some of the ways in which such 

towns and cities are trying to become smarter or 

more sustainable – with varying degrees of success. 

Singapore took the top spot in 2016 because of its 

advanced traffic system, fixed and cellular broadband 

services, city apps and open data policy. 

‘Congestion and mobility are almost universal issues 

for cities to address,’ says Juniper’s research author 

Steffen Sorrell. ‘When addressed effectively, the 

impacts are substantial: higher economic productivity, 

potential for new revenue streams and services, as well 

as a measurable benefit in reduced healthcare costs.’ 

Top of the 2015 smart city rankings was Barcelona.

Perspectives differ on what makes communities, 

cities and regions smart or smarter. Juniper uses 

40 metrics to evaluate areas for its rankings. They 

include economy, energy, open data, technology and 

transport, and cover factors such as the cohesion of 

city agencies and citizen engagement. Meanwhile the 

Intelligent Community Forum (ICF), a global network of 

cities and regions with a thinktank at its centre, focuses 

on ‘the innovative ways in which communities use 

technology to create inclusive prosperity, tackle social 

and governance challenges and enrich their quality 

of life’. ICF’s annual list of ‘smart communities’ rarely 

includes big-name ‘destination’ cities. 

ICF co-founder John Jung explains why. ‘It is the ones 

that collaborate with national or state governments, fly 

under the radar, and are “no-name” communities to 

most of the world that are most innovative,’ he says. All 

communities are trying to stretch their finite resources 

to meet the basic needs of their citizens and emerging 

global challenges such as surges in population size and 

density, ageing infrastructure and climate change. ICF 

accordingly celebrates cities that are open to proven 

strategies and to new ideas. Jung says: ‘They are places 

that the rest of the world can learn from and offer 

hope to people who are fighting hard to launch a new 

future.’  Because ‘smart’ is a ubiquitous technology » 

Barcelona’s use of its 

fibre network to build 

individual internet-of-

things systems across 

urban services makes it 

a smart city pioneer.
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buzzword, it can seem as if smart cities are all about 

technology, but they aren’t. In 2011, when the Dutch city 

of Eindhoven was named ICF Intelligent Community 

of the Year, it was because of its achievements in 

healthcare and community building – technology was 

merely an enabler. ‘We need cities where everybody 

is connected and where all of the devices can be 

connected. But the technology must be humanised,’ 

says Rob van Gijzel, mayor of Eindhoven. ‘Cities need 

to transform their outdated systems for mobility, 

health, housing, food and so on, but the new systems 

must be inclusive.’

Van Gijzel is not a fan of purpose-built smart cities such 

as Songdo and Masdar, describing them as places 

where technology is controlling the people. ‘I want 

to have cities where technology is used to improve 

the lives of the citizens,’ he says, adding that doing 

this requires more than installing the latest piece of 

smart kit. Getting technology to work for citizens 

demands co-creation and collaboration to bring 

together multiple stakeholders including business, 

citizens, governments and knowledge institutions in 

a horizontal, interdisciplinary approach, rather than 

a vertical, top-down or bottom-up approach, he 

suggests. ‘We have to use “design thinking” to rethink 

our society,’ he says. 

Key role for accountants
Professional accountants have a key role to play. 

‘Finance professionals at the city level will be crucial 

to the successful delivery of all this,’ says Narayanan 

Vaidyanathan, who develops ACCA’s research and 

insights with a focus on the future direction of business 

and the accountancy profession. Members of the 

profession will need a broad appreciation of what 

is driving smart city developments to prioritise and 

deliver effectively. 

‘It’s not just about technology, it’s not just about 

government sign-offs, and it’s not just about working 

out the numbers,’ says Vaidyanathan. ‘All of this 

must combine to optimise resources and provide an 

interconnected whole-city view.’ 

Accountants will need a broad view of the factors that 

can influence any smart city project they are involved 

in (in the public or private sector). They will need to 

use their finance knowledge alongside effective 

business partnering if they are to fully understand the 

broader policy implications of finance decisions and 

their impact on the delivery of public services. This will 

create challenges and opportunities for cities and the 

profession. ACCA has partnered with the Institute of 

Cost Accountants in India (ICAI) to explore these in its 

report Smarter cities, simpler cities. 

The ACCA-ICAI report outlines the global case for 

smart   cities and considers the role of finance and 

accounting professionals within the context of the 

ambitious Smart Cities Mission, launched by the 

Indian government in 2015. The aim of the urban 

renewal programme is to create more than 100 smart 

cities over the next five years. Some of these may be 

purpose-built smart cities, but most are expected to be 

redevelopments or replacements for existing built-up 

areas. ‘The smart city is an idea whose time has come,’ 

says the Indian cabinet minister, Venkaiah Naidu. 

Where this idea takes us remains to be seen. ■

Lesley Meall, journalist

Download ACCA’s report, Smarter cities, 
simpler cities, at accaglobal.com/smartcities     

On display: a model 

of a smart city at the 

Smart Cities India 2016 

Expo in New Delhi – 

the Indian government 

plans to turn 100 

existing cities into 

smart ones by 2020.
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Out of Africa
Africa’s startup ecosystem is flourishing, with a number of indigenous initiatives 
tackling access to funding and other challenges to small business growth

Technology and internet penetration has 

become so far-reaching in Africa that it is 

driving the startup ecosystem, especially in the 

e-commerce space. Many of the burgeoning startups 

are not only creating alternatives to traditional brick 

and mortar stores, they are also offering patrons 

a convenient and attractive shopping experience. 

Examples of African e-commerce platforms include 

Jumia, Konga and DealDey – the latter raised US$5m 

from Swedish investment company Kinnevik in 2015. 

Such is the upsurge in African startup businesses that 

the rest of the world is beginning to sit up and pay 

attention too. Facebook founder Mark Zuckerberg, 

for instance, made his first trip to sub-Saharan Africa 

in 2016, visiting Nigeria and Kenya, two powerhouses 

of Africa’s startup environment. The focus of his trip 

was to interact with startup communities in the two 

countries and support the next generation of African 

tech entrepreneurs.

Zuckerberg was particularly interested in mobile money 

on his visit to Nairobi and took the opportunity to visit 

a number of startups doing great things. He also met 

and exchanged ideas with promising developers and 

entrepreneurs. Before his visit, Zuckerberg had clearly 

been eyeing up Africa – his foundation, the Chan 

Zuckerberg Initiative, had earlier made an investment 

in Andela, a New York-based startup that trains 

software developers in Lagos and Nairobi. Andela’s 

business model is to train people up and then send 

them to technology partners for a couple of weeks. The 

company’s objective is to form the next generation of 

developers and technology gurus, who will use their 

skills to support their communities and come up with 

groundbreaking ideas. »
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Tony Elumelu’s entrepreneurship programme
In 2015, African entrepreneur Tony Elumelu founded the Tony Elumelu Foundation Entrepreneurship Prize, a 10-

year, US$100m initiative to help African startups with financing. Each year there are 1,000 new winners of the 

prize, which consists of US$5,000 in non-returnable seed capital funding; those able to progress their business 

plans satisfactorily are eligible for a second-stage convertible loan of another US$5,000. The foundation has so far 

invested US$13m, US$10m of which has been in seed capital, and aims to identify 10,000 startups in the course of 

the prize programme. Visit the website at bit.ly/TheTEEP.

A peep into the ecosystem
According to startup information portal Disrupt Africa’s 

African Tech Startups Funding Report 2016, African 

tech startups received more than US$129m in funding 

last year, with South Africa, Nigeria and Kenya the 

biggest beneficiaries. The sectors that attracted the 

biggest investments were fintech and agriculture.

In 2015, ToLet, a Nigerian startup that specialises 

in classified property adverts, raised US$1.2m from 

Frontier Digital  Ventures, a Kuala Lumpur-based 

venture capital business. The financing will help ToLet 

expand across Nigeria and improve  its platform. The 

same venture capital company had previously invested 

US$500,000 in MeQasa, a Ghanaian web-based 

property platform with a vision to become as big as 

Zillow and Realtor in the US.

In the accounting sector, startups like Accountinghub 

are trying to grow organically. The Nigerian company 

was founded by a professional accountant with varied 

experience at the Big Four and in industry. It exploits 

technology and cloud computing to offer accounting 

and bookkeeping services to small and medium-sized 

enterprises (SMEs). In only its second year of operation, 

it was a Tony Elumelu Foundation prize winner.

It’s instructive to note that African startups are not just 

technology and internet-based. Some ventures cater 

to the unmet needs of Africans by providing innovative 

and groundbreaking solutions. Their impact can be 

seen in agriculture, healthcare and other areas. The 

reason why technology startups are more common is 

simply due to the preponderance of technology over 

the past two decades.

Take Chabana Farms, a startup in Botswana that began 

with a poultry project and is now producing livestock 

feeds locally, eliminating the need to import them from 

neighbouring South Africa. A traditional sector that 

was not so long ago mainly about subsistence farming 

is now seeing change in the shape of innovative ideas 

brought about by economic realities. Chabana Farms 

is achieving its mission to feed Africa by empowering 

smallholder farmers, especially women. Chabana 

Farms is also a Tony Elumelu prize winner.

Funding challenge
African startups face a daunting challenge in securing 

seed capital and early stage funding – a source of 

frustration to many entrepreneurs – as a result of the 

tough investment climate. However, it has to be said 

that some entrepreneurs lack the financial know-how 

required for raising capital. Even though they possess 

the technical knowledge to get their business going, 

they sometimes present very weak business plans that 

leave potential investors unconvinced.

Nevertheless, there are many initiatives that are helping 

to bridge the capital gap as well as the knowledge gap. 

For example, Startup Africa supports entrepreneurs by 

making seed investments in businesses and providing 

training and mentoring to help startups to gain traction 

and attain sustainable and profitable growth.

IFC, a subsidiary of the World Bank, also supports tech 

startups in North Africa in the struggle to get financing. 

It set up a US$10m fund managed by Wamda Capital, 

whose programmes and networks help entrepreneurs 

achieve success, not only by providing financing but 

also through mentoring.

While crowdfunding could have offered another 

major source of capital, the financing model has 

not really gained traction in Africa, even though it is 

commonplace in Europe and North America. African 

countries are among the lowest performing in the 

world in terms of utilising crowdfunding despite its 

potential for expanding access to capital for startups. 

According to the World Bank’s Crowdfunding in 
Emerging Markets: Lessons from East African Startups 
report, the African crowdfunding market was worth 

US$70m in 2015, which is less than 0.5% of global 

crowdfunding activity.

Nor is access to capital funding the only challenge. 

A lack of enabling environment and little support 

from governments present further problems for 

SMEs. Government policies towards business can be 

inconsistent and erratic, while immature infrastructure 

– unreliable power supply, inadequate roads, poor 

internet connectivity – is a major obstacle, especially in 

sub-Saharan Africa.

Pitching platforms
The story of startups in Africa is not complete without 

mentioning the various technology hubs where 

entrepreneurs connect to exchange ideas and take 

advantage of economies of scale by sharing resources. 

Over the past few years Africa has also seen the 

emergence of platforms where entrepreneurs can pitch 

their ideas to the world.

Kenya’s iHub allows young and aspiring entrepreneurs 

to connect. The hub has helped speed up the growth 

of the Kenyan startup community by allowing bright 

minds with innovative and novel ideas to link up with 

each other. It has been around for about six years and 

has largely achieved its aim of consistently influencing 
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technology development in the African technology 

space. Meanwhile Nigeria has the Co-Creation 

Hub, which is dedicated to accelerating the use of 

technology for economic prosperity, creating jobs to 

grow the Nigerian economy.

There are also pitching platforms, such as Aso Villa 

Demo Day event, aptly named after Aso Rock, the 

seat of power in Nigeria. The business community 

converges on the Aso Rock presidential villa in Abuja 

once a year to listen to young entrepreneurs pitching 

their thought-provoking ideas. The aim of the Nigerian 

government in supporting the initiative is to stimulate 

entrepreneurship, innovation and job creation. There 

is a strong belief in government that establishing an 

enabling environment for businesses to thrive can drive 

job creation. 

Many creative and innovative ideas were pitched at the 

2016 Aso Villa Demo Day. They included everything 

from a device that monitors household power 

consumption in real time to a mobile app that helps 

blood banks manage their records and connect with 

donors. The most interesting part is that these are 

authentic African ideas helping to find African solutions 

to African problems.

With democracy on the rise, the sociopolitical 

environment in many African countries is expected to 

improve and job creation to become the focal point of 

government policy. The role the private sector has to 

play in this is not lost on governments, so the startup 

scene is likely to continue to flourish in the coming 

years given the number of global players that want to 

make inroads into Africa.

Glimpses of this can already be seen with the 

Andela example. The Chan Zuckerberg Initiative has 

demonstrated that there is something interesting 

coming out of Africa and that the younger generation 

of Africans have keyed into this by advancing their 

potential through learning. 

Mind-boggling
There is a vibrant and interesting space for growth in 

Africa and the potential is mind-boggling. In future, 

there will be more partnerships between entrepreneurs 

in frontier markets and investors from all over the world. 

The forces of globalisation and technology will keep 

disrupting the business world in the way that mobile 

technology and internet penetration has affected 

businesses in Africa. 

The seeds that will drive innovation, job creation and 

entrepreneurship in Africa are being sown right now, 

with the first movers keen to establish themselves and 

harvest the rewards in the not too distant future. ■

Kayode Yusuf FCCA, finance professional and journalist
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A modern Silk Road
With the unfolding of the China-Pakistan Economic Corridor, risk management will 
be vital for Pakistan’s CFOs to realise its long-term potential, says Arif Mirza

The ancient Silk Route conjures up all sorts 

of romantic images of caravans being led 

by mysterious nomadic bearded merchants 

pulling out rolls and rolls of silk and jute sacks full of 

spices from eastern origins. Trade and commerce 

may have been simpler in those Marco Polo days, 

but fast-forward to today’s world and there are a 

plethora of laws and regulations, such as corporate 

governance, environmental, social and governance 

(ESG) statements of practice, corporate reporting 

and assurance requirements. The nomad has been 

replaced by billion-dollar businesses with often 

business-to-state deals being brokered, creating a 

lifeline of energy, IT and communications.

The current unfolding of the China-Pakistan Economic 

Corridor (CPEC) bag of economic tricks is making life 

very interesting for corporate leaders in Pakistan. On 

the one hand there are predictions of a 2% increase 

in GDP and opportunities of tax holidays in specified 

economic zones (for example, Gilgit-Baltistan) along 

the ‘Silk Route’, described as a corridor with numerous 

beneficial economic doors opening along it for national 

and regional traders. There is the real prospect of 

Pakistan’s electricity hole of 6,000 megawatts being 
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plugged, but the biggest rabbit to be pulled out of 

the China-Pakistan hat is regional long-term peace, as 

the corridor twists through some of the nation’s most 

economically deprived areas where the AK47 has been 

the most prized tangible asset.

Part of China’s Belt and Road initiative, CPEC will ‘put 

money in people’s pockets’, providing alternative 

economic opportunities and a brighter future. This is 

China’s US$45.7bn sweepstake bet on Pakistan and the 

region. The stakes are high and the roulette wheel has 

been spun.

One of the important economic benefits will be the 

B2B opportunities arising from this historic project. 

CFOs will need to resort to financial modelling to view 

all the possibilities. Gaming techniques like war games 

may be an exciting and innovative way for executive 

leadership teams to visualise how the multiple 

stakeholders, especially the international ones, will 

respond. Pakistan’s capital markets will need to be in a 

state of readiness to ensure capital can be accessed for 

long-term investments. 

As a host nation, risk management is going to be a vital 

part of sustaining the long-term benefits of CPEC. It is 

vital that the tone is set from the top at the very outset, 

so that all parties buy into the idea of an egalitarian 

approach to the project. Pakistan cannot jettison its 

environmental and social assets at the expense of an 

unbridled pursuit of economic growth. All three have to 

go together so that no part of our cherished state is left 

behind; this is good for Pakistan and good for China.

Both countries have signed the Paris and Kyoto Treaties 

committing themselves to mitigating greenhouse 

emissions. In the 2010 floods, nearly one-fifth of the 

total area of Pakistan was under water. In 2014, 23 

districts in Punjab, five in Gilgit-Baltistan and 10 in Azad 

Jammu and Kashmir were badly flooded, affecting 2.41 

million acres of land. This is prime CPEC territory. An 

ESG strategy is going to be vital, both at an oversight 

level – led by an independent board acceptable to 

both countries – but also supported by an independent 

monitoring group that ensures transparency and 

accountability. An integrated approach by enterprises 

engaged directly and indirectly with CPEC may be one 

way of dealing with the benefits and risks. 

Businesses faced with a potential Pandora’s box of 

economic opportunities must build effective internal 

controls and identify all their business’s material 

capitals which need managing and monitoring.

Role of the CFO
Given the above scenario, modern-day CFOs see 

themselves as business leaders. Often seated next to 

the CEO in both the C-suite group and the boardroom, 

they are required to look into the future and factor into 

the enterprise’s strategic planning the impact of these 

future scenarios, some of which may be abstract, but 

some will be known with a level of certainty. A CFO 

in Pakistan can bet their ‘bottom rupee’ that there 

will be continuing levels of national and regional 

political uncertainty; the trick is in factoring these 

future scenarios into what they mean for the business’s 

strategic planning.

Increasingly, it’s these ‘looking into your finance 

crystal ball’ skills that are needed to predict business 

opportunities and challenges.

Other South Asian countries affected by the Belt and 

Road initiative include Sri Lanka and Bangladesh. The 

former lies on the Maritime Silk Road (MSR), the maritime 

counterpart to Belt and Road that will snake through the 

South China Sea and enter the Indian Ocean, the so-

called ‘string of pearls’. The map overleaf illustrates » 
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China-Mongolia-Russia Economic Corridor

New Eurasia Land 

Bridge Economic 

Corridor

China-Central-Asia-

West Asia Economic 

Corridor

China-Pakistan Economic Corridor

China-Indochina 

Peninsular Economic 

Corridor

Bangladesh-China-India-

Myanmar Economic Corridor

the connectivity in South Asia: the US$1.5bn being 

invested by China into modernising Colombo Port 

City and the Hambantota port illustrates the security 

strategy of the investment that will house a Chinese 

naval base. These are, however, still precarious due to 

the security concerns of India.

There are other complementing institutional funding 

arrangements also being created to support the huge 

amount of infrastructure requirements of the Belt and 

Road initiative and other demands. The establishment 

of the Asian Infrastructure Investment Bank (AIIB), a 

multilateral development bank of the 21st century, 

is another signifi cant development. AIIB, launched 

with 50 signatories, will focus on the development 

of infrastructure and other productive sectors in 

Asia, including energy and power, transportation 

and telecommunications, rural infrastructure and 

agriculture development, water supply and sanitation, 

environmental protection, urban development and 

logistics. Launched with an initial capitalisation of 

US$100bn, AIIB is expected to lend up to US$10bn-

$15bn a year for the fi rst fi ve or six years and approve 

about US$1.2bn of fi nancing in 2016 to fund related 

infrastructure projects.

The Belt and Road initiative has fi ve key cooperation 

priorities: policy coordination, connectivity, unimpeded 

trade, fi nancial integration and people-to-people bonds. 

So far we are only witnessing the building of infrastructure 

linked to connectivity and unimpeded trade – the 

other more qualitative parts have yet to be factored 

in. The Belt and Road initiative aims to achieve ‘policy 

coordination’ through inter-governmental cooperation 

on macro policies and strengthen ‘connectivity’ between 

the three continents through soft infrastructure, ranging 

from customs cooperation to trade and investment 

cooperation. ‘Financial integration’ will be achieved 

through joint efforts to establish the AIIB and BRICS (Brazil, 

Russia, India, China and South Africa) New Development 

Bank, signing of memorandums of understanding on 

cooperation in bilateral fi nancial regulation, establishing 

an effi cient regulation coordination mechanism in the 

region, etc. Promoting cultural, academic, personnel, 

youth and women exchanges, cooperation between the 

media, volunteer services and the promotion of tourism, 

etc are suggested as a means of enhancing a ‘people-

to-people bond’.

Bangladesh fi gures in the BCIM (Bangladesh, China, 

India, Myanmar) corridor of Belt and Road. In October 

last year, during the visit of Chinese president Xi Jinping 

to Dhaka, the two countries agreed to cooperate and, 

like Pakistan and Sri Lanka, Bangladesh too became 

a recipient of loans and investment targeted at 

infrastructure, ICT, power and energy.

Promising prospects
The short, medium and long-term economic prospects 

look promising on paper and one has to assume that 

the Chinese and other South Asian governments have 

done their homework on navigating this historical plan. 

There are numerous risks involved, from security to 

fi nancial, as increasing amounts of debt build up to 

pay for projects even though the readings suggest that 

these are soft loans. Finance professionals across Belt 

and Road countries may be working in sectors directly 

or indirectly linked to the initiative. They should be 

scanning the future and learning as much as possible 

about the micro and macro implications of Belt and 

Road on their businesses. ■

Joining the dots: a 
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across China and 

South Asia.
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Is free trade unravelling?
Following the Brexit vote in the UK and Donald Trump’s election in the US, 
global trade deals are under threat, with far-reaching implications for business

A clown on the 

streets explains the 

CETA treaty on trade 

liberalisation during 

a protest in France 

last year.
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Fans of free trade are in a gloomy mood. Many 

fear that their cause is about to suffer its biggest 

setback in more than half a century. 

‘Globalisation and free trade are under siege,’ declares 

Gary Hufbauer, a fellow of the Peterson Institute for 

International Economics and a former US trade official. 

‘After 50 years of opening up and economic progress 

we are at best at a great stopping point, and possibly 

at the start of a great unravelling.’

The principal worry is that the world’s two leading 

champions of free trade, the US and the UK, are turning 

their backs on globalisation. The UK vote to leave the 

European Union and the election of protectionist 

Donald Trump as US president – two seismic events 

last year – seem unmistakable signals of trade troubles 

ahead. But even before these two upsets, Jeff Immelt, 

the chief executive of General Electric, warned that 

trade protectionism was on the rise in Europe, Latin 

America, Asia and Africa, and that assaults were coming 

from both the right and left of the political spectrum.

Justifiable pessimism?
Optimists may point out that both the UK government 

and the new Trump administration have denied being 

opponents of free trade. British prime minister Theresa 

May has called for ‘Global Britain’, and said her 

government plans to strike a series of deals around the 

globe. Meanwhile, Trump has said that he is ‘all for free 

trade, but it’s got to be fair’.

But most trade experts are not reassured. Starting 

with the US, the nation’s new president has a long 

record of hostility to free trade. ‘Trump looks set to be 

the most protectionist president since World War II,’ 

warns Edward Alden, Bernard L Schwartz senior fellow 

at the Council on Foreign Relations. ‘He threatened 

to impose steep tariffs on China and Mexico during 

his presidential bid and has appointed hard-line anti-

traders to key positions.’ As president-elect he took 

aim at US companies doing their manufacturing in 

Mexico, warning General Motors via his Twitter account 

to ‘make in the USA or pay big border tax’. And in his 

inauguration speech he said: ‘We will follow two simple 

rules – buy American and hire American.’ That is at 

odds with one of the key aims of recent trade talks – 

namely, to ensure that companies, both homegrown 

and foreign, can compete on an equal footing for 

government contracts.

This attitude could have dire outcomes for numerous 

trade deals. ‘The US is at the heart of the global trading 

system,’ says Dan Ikenson, director of trade studies at 

the Cato Institute. ‘And the president has considerable 

power to implement protectionist measures and 

withdraw from treaties.’ In the short-term, the Trump 

administration is to freeze or euthanise several 

promising free trade deals. One of the new president’s 

first actions was to sign an executive order withdrawing 

from the Trans-Pacific Partnership (TPP), an ambitious 

effort to eliminate trade restrictions between 12 Pacific 

Rim countries, from Japan to Australia.

Second in the firing line could be the Transatlantic 

Trade and Investment Partnership (TTIP), an accord 

between the US and EU aimed mainly at dismantling 

regulatory barriers to trade and systems that favour 

domestic firms in bidding for government contracts. 

‘Trump has made it clear that he is not an EU believer 

and has criticised Germany for having an excessive 

trade surplus,’ says Hufbauer. ‘All indications are that 

his team will have no desire to complete the TTIP talks.’

Nothing’s safe
More worrying still for free traders, Trump is expected 

to chip away at existing deals – mostly notably the 

North American Free Trade Agreement (Nafta), which 

eliminated tariffs on trade between the US, Canada 

and Mexico. During the campaign Trump described it 

as the ‘single worst trade deal ever’ and promised to 

renegotiate the treaty.

Across the other side of the Atlantic, Brexit threatens to 

have negative implications far beyond the UK. First, the 

UK government’s vision of striking a host of trade deals 

around the world will face a range of hurdles, says 

Hufbauer. ‘It will be almost impossible for the UK to 

engage in meaningful talks with anyone else until after 

a deal is struck with the EU, which will take years,’ he 

observes. Brexit will also place huge demands on the 

global trade negotiating system, says Alden. Since all 

of Britain’s trade deals are through the EU, the country 

could have to renegotiate everything – including 

membership of the World Trade Organisation, a 

process that needs to be ratified by 163 member 

nations. Nor will the UK automatically retain access to 

more than 50 trade deals that have been struck by the 

EU with other nations. 
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‘The upshot is that the UK could put a huge spanner 

in the global trading system,’ Alden says. ‘At the very 

least, for the next few years European trade negotiators 

will be totally consumed by the Brexit process. And 

many other countries will have to devote a lot of time 

and energy to establishing new rules for trading with 

the UK too.’

Finally, the omens in Europe for trade look worrying 

too. A trade deal with Canada, the Comprehensive 

Economic Trade Agreement (CETA), is expected 

to come into force. But some fear this could be the 

last deal we’ll see for some time. Protectionist spirits 

in Europe almost scuppered the deal. And bowing 

to this pressure, Europe has sanctioned a ratification 

process in which even regional bodies can veto trade 

deals. That will make future agreements even harder 

to achieve.

Corporate consequences
The effect on global companies could be profound. 

They have come to rely on a gradual opening of 

markets, and a reversal could have several key results:

* Localisation: Businesses will want to avoid setting up 

factories in one place only to find that it will become 

more expensive to export to their end market. In 

response, General Electric’s Immelt says that his 

company would pivot to localisation, producing 

nearer to its final customers. ‘A localisation strategy 

can’t be shut down by protectionist policies,’ he 

declares. This means the unravelling of global 

supply chains, which have been a big source of 

efficiency and economic growth over the past 

15 years, says Hufbauer. ‘Firms located in the 

most efficient places. In the future their choice of 

destination might be determined more by a desire 

to avoid political reprisals. Goodbye efficiency, 

hello higher costs.’ 

* Low-cost losers: Nations that have positioned 

themselves as export hubs – such as Mexico – could 

lose out. Soon after Trump spoke disparagingly 

of car exports from Mexico to the US, Ford told 

Mexico’s government of its intent to abandon a 

US$1.6bn investment in a car factory there.

* Automation and robotics: Companies won’t accept 

higher costs without a struggle, says Mark Zandi, 

chief economist at Moody’s Analytics. ‘They will 

attempt to make even greater use of automation – 

3D printing, artificial intelligence and robotics. As 

a result, don’t expect the great return of well-paid 

jobs that Trump or other protectionists promise.’

*    Lobbying: If companies feel less able to rely on 

trade deals for market access, they may seek more 

individual concessions from governments. ‘The 

instinct of many chief executives will be to cosy up 

to politicians and try to negotiate separate deals,’ 

says Zandi. This view is seconded by Ikenson. 

‘Businesses will be investing more in influencing 

politicians,’ he says.

A final and more overarching possibility, some free 

trade advocates argue, is a broadly lower level of 

corporate investment. ‘Worries over trade are creating 

an enormous amount of uncertainty,’ says Zandi. ‘It 

may be one of the reasons that investment has been 

especially weak recently and it is possible that many 

businesses will freeze large investments until they have 

greater clarity.’ ■

Christopher Fitzgerald and Fernando Florez, journalists
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New world
Roger Burritt and Katherine Christ outline what is known as Industry 4.0, or the fourth 
industrial revolution, and discuss what the digital world might mean for the profession 

Business magazines and social media are awash 

with commentary on digitalised information, 

communication and technology and how these 

might benefit accountants’ clients or the companies for 

which they work. In the article ‘The robots are coming’ 

(Accountancy Futures, Edition 12) readers were put 

on notice of significant change ahead as robotic and 

artificial intelligence innovations begin to take centre 

stage. 

A related development that accountants should be 

aware of is Industry 4.0, otherwise referred to as the 

internet of things, or the fourth industrial revolution. 

Industry 4.0 is in an embryonic stage at present, but is 

set to change the way professionals and organisations 

do business. 

For the accounting profession this represents a 

challenge, but also an opportunity for those prepared 

to embrace it.

Industry 4.0 is an umbrella term used to describe the 

deliberate bringing together of smart technologies that 

connect machines, computers and people. Nicholas 

Davis, head of society and innovation at the World 

Economic Forum (WEF), defines the fourth industrial 

revolution as ‘a new era that builds and extends the 

impact of digitisation in new and unanticipated ways…

and can be described as the advent of “cyber-physical 

systems” involving entirely new capabilities and 

connectivity for people and machines’.

Moore’s law
Klaus Schwab, founder and executive chairman at the 

WEF, observes that the breadth, depth and rapidity 

of technological changes encouraged by Moore’s law 

(see box) heralds the transformation of entire systems 

of production, management and governance, which 

might amount to a fourth industrial revolution.

The ideas for Industry 4.0 began in Germany and are 

rapidly being taken up in other countries and regions, 

such as the US, South Korea, Japan, China and the 

European Union under different names, with Industrie 

4.0, the internet of things and the industrial internet 

being terms in common use. In principle, based on 

current development, Industry 4.0 could come to affect 

every country and organisation in the world in the not 

too distant future. 

Enthusiasm is also reflected in the enormity of the 

funds being invested. Predictions suggest US$15 

trillion (£11.5 trillion) will be invested in the concept by 

2030. Furthermore, what was initially seen as a way for 

developed countries to compete with low labour costs 

in emerging economies is now being taken up by those 

countries as well. China, for example, which seeks to 

be the world’s leading industrial power by 2049, is 

providing CNY500bn (£58bn) of government-funded 

development support at national and regional levels.

Effects on the profession
Given the developments outlined above, a question in 

need of an answer is how Industry 4.0 might affect the 

accounting profession. It can be argued that Industry 

4.0 will present a new mindset within which accountants 

must learn to operate. Industry 4.0 can be expected to 

influence accounting practice in the following ways. It will:

* enable accountants to obtain previously 

unobtainable data in real time – through embedded 

sensors

* facilitate data extraction from large common pools 

– for all types of decisions, all types of managers, all 

types of gatekeepers and all kinds of stakeholders

* raise the quality of data – through greater timeliness 

and higher accuracy and detail to improve 

efficiency, data assurance and other decision-

making purposes

* improve transfer of data for management planning 

and control – eg, in supply and value chains and 

between countries

* increase the credibility and relevance of reporting – 

through self-controlling, self-auditing systems and 

demand pull custom accounting for individuals.

Thus, in an Industry 4.0 world, accountants in business 

would have the opportunity to be less involved with 

automated operations and focus more on big-picture 

strategies such as resource efficiency. 

Accountants can prepare for the new era by increasing 

their awareness, building knowledge through 

professional development and continuous education, 

encouraging skill development in new entrants and 

collaborating with other professionals. Several steps 

can be taken to keep on top of developments.

Awareness: One of the most important steps is to 

become aware of Industry 4.0 developments and 

look for opportunities that may arise. At this point 

businesses themselves are only just beginning to 

understand the potential developments. In Germany, 

80% of companies have Industry 4.0 on their agenda; 

China is not far behind with 60% building knowledge; 

but most countries are at the very early stages of 

information dissemination, with few as yet considering 

investment in implementation. 

Professional development: While awareness can be 
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created inhouse for accountants in business and the 

public sector, pressure is likely to rise on professional 

bodies and their continual professional development 

programmes for face-to-face and online presentations 

about Industry 4.0 developments such as smart 

factories and how these might affect members. 

Education: For new entrants to the profession, whether 

in business or practice, professional bodies can assist 

by bringing pressure to bear on educational institutions 

to make curricula relevant to graduates who may need 

to grapple with the new digital connectivity. This might 

be through, for example, investment in technology 

for practical experience with role play in Industry 

4.0 scenarios, gaining knowledge of the potential 

social  effects of automation and intelligent systems 

and how to address these. Working with providers, 

professional bodies can help make suitable courses 

available. These might include coding, management of 

information on shared platforms such as the cloud and 

assessing the real-time accounting needs of different 

types of manager, shareholders, employees, non-

government bodies, regulators and other stakeholders.

Reaching out: Accountants operating in the fourth 

industrial revolution will also need to recognise that 

they have less control over accounting data than they 

have had in the past. 

Accountants are becoming part of a transdisciplinary 

mix of advisers. For example, environmental accounting 

is heavily influenced by physical information largely 

in the hands of engineers. If connectivity continues 

apace accounting information might not remain the 

preserve of accountants.

Accounting in a cyber-physical world
The prospect of the Industry 4.0 era arriving is both 

credible and intriguing and professional accountants 

need to anticipate its potential. Despite claims from 

some that careers will be lost, professions destroyed 

and accounting and audit services made redundant 

by new digital technologies, there are unknown 

opportunities for those with knowledge of new cyber-

physical systems. 

Accounting for the integration of these systems 

and boundary riding will likely be at a premium, 

as will engagement with local accounting issues in 

global business settings operating on high levels of 

connectivity. Professional accountants who become 

well versed in the new technologies and social 

settings arising from them are likely to remain strongly 

in demand. ■

Industry 4.0 at a glance
* A potential new era based on ever-increasing digital connectivity and common 

data platforms facilitating real-time data exchange and problem solving.

* Driven by cheaper data-gathering processes enabled by transistors in integrated 

circuits doubling in capacity every two years (Moore’s Law). 

* Diminishing size of components facilitating portability of hardware and increasing 

availability of data through connected machines.

* Service provision based on smart technology pushed through the internet to 

customers – mass customisation.

* Clients and employer organisations in a state of flux with many winners and losers.

* Need for collaboration with other professionals as monopoly over accounting 

data lost. 

* Real-time accounting systems? Automated accounting? Custom accounts for 

users from common pooled data?
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Cool under pressure 
A woman’s place is in the hedge fund? Evidence suggests women tend  
to make more successful investors than men

It is somewhat surprising that Henrietta – better 

known as Hetty – Green is not a figure that modern 

feminists tend to look to for inspiration. The 

steely nerved American financier ranks among the 

most successful investors in history, turning bequests 

of under US$100m in today’s money into a fortune 

estimated at up to US$4.36bn by her death in 1916, 

making her America’s richest woman. 

But her memory is being invoked more frequently 

in recent years by finance academics uncovering 

mounting evidence that women outperform men as 

investors. ‘Whether it is running a top hedge fund or 

a small family portfolio, investing has come to be seen 

as something that men are best placed to manage,’ 

says Meredith Jones, an alternative investment 

consultant and author of Women of The Street: Why 

Female Money Managers Generate Higher Returns. 

‘However, it seems that on average women are better 

at preserving and increasing wealth.’

A study by a team from the University of California, 

Berkeley, based on 35,000 brokerage accounts during 

a six-year period in the early 1990s, found that women 

tended to generate returns of one percentage point 

more on average per year than their male counterparts. 

This is a significant outperformance given that the long-

term average real rate of return on stocks is around 5%. 

And through the recent equity slump, between 2007 

and 2009, female investors did even better, outpacing 

their Y chromosome-possessing rivals by three 

percentage points.

Some studies suggest that the benefits of the female 

touch extend to professional investing. In the six 

years ending mid-2013, hedge funds run by women 

significantly outperformed male-led rivals, according 

to the Rothstein Kass Institute, an alternative 

investment thinktank.

Such findings raise several questions. Are women really 

better investors and, if so, why? Also, if women do 

have an edge as investors, why are they still so under-

represented in the financial profession – accounting for 

only about 2% of hedge fund managers and 10% of 

mutual fund managers? 

‘It is important to put these findings in perspective,’ 

says Terrance Odean, professor of finance at UC 

Berkeley’s Haas School of Business, and co-author of 

the Berkeley study of brokerage accounts. ‘There is a 

great deal of cross-sectional variation among men and 

women,’ he explains. 

Just as men are typically taller than women, there 

are plenty of women who are taller than men. The 

same logic applies to studies of the finance industry. 

With such a limited number of female hedge fund 

managers, some academics believe the sample size is 

too small to offer the basis for convincing conclusions. 

Even so, there is compelling proof showing female 

outperformance among non-professional investors.

Good behaviour
Overall, studies suggest that women are less 

susceptible to the ‘behavioural’ blunders that destroy 

investment returns: over-trading, for example. While 

both men and women fiddle too much with their 

holdings, incurring unnecessary trading fees, women 

appear to do it less than men. This accounted for 

most of the outperformance of female investors in the 

Berkeley study. 

‘We found that men traded far more than women,’ 

Odean says. ‘Since buying and selling costs money, 

that over-activity reduced the investment gains of men 

by a significant margin.’

This in turn raises the question of why men tend to 

make more restless investors. Odean believes over-

confidence may be partly to blame. ‘To keep trading 

you need to be convinced that the gains from your 

choices will more than offset transaction expenses,’ he 

says. ‘Generally speaking this confidence is misplaced 

– it only makes sense to trade very actively when 

you  have a competitive edge and know more than 

other investors in the market. Men, it seems, are more 

prone to exaggerating their knowledge and abilities 

than women, across a range of activities.’ 

The male desire to act in order to fix problems may 

also be at work here, Jones argues: ‘When many men 

experience stress, a typical reaction can be to take 

action to fix the problem – in this case by buying, 

selling or hedging their investments. Women appear 

to be better on average at making a cooler calculation 

about whether their investment is still attractive and 

has been unfairly punished by the market, or whether 

the outlook has really changed.’

This cognitive gender difference may be another 

reason why most men compare poorly with women 

as investors – they tend towards ‘panic selling’ when 

they are losing money. Data from Vanguard, the » 

Studies suggest that 
women are less susceptible to the ‘behavioural 
blunders’ that destroy investment returns
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Female investors to the 

fore: women take part 

in a protest to mark 

International Women’s 

Day three days early on 

5 March 2017.

Why women have the Midas touch 
* On average, men trade 45% more than women, which – because of trading costs 

– reduces their net investment returns by around 1%, according to a 2001 study, 

Boys Will Be Boys: Gender, Overconfidence, and Common Stock Investing, by 

Brad M Barber and Terrance Odean.

* Single men trade 67% more than single women, thereby reducing their returns by 

1.44 percentage points per year more than their female peers.

* A meta-analysis of 35 markets from different experimental studies shows a 

substantial negative correlation between the proportion of women in the market 

and the magnitude of observed price bubbles, according to Thar SHE Blows? 
* Nearly two-thirds of the top 71 Silicon Valley venture capital funds have no senior 

female investment professionals, according to Social & Capital Partnership.

* Women manage less than 2% of mutual fund assets, according to investment 

data provider Morningstar.
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fund provider, based on the behaviour of 2.7 million 

investors during the 2008–09 stock market slump, 

suggests that women are 10% less likely to sell at the 

bottom of the market than men.

Finally, it appears that men are more susceptible to 

over-exuberance than women – exaggerating the likely 

upside for markets. Research published in the American 

Economic Review suggests that male-dominated 

markets are more likely to produce price bubbles. In 

their article Thar SHE Blows? Gender, Competition, 
and Bubbles in Experimental Asset Markets, Catherine 

Eckel and Sascha Füllbrunn noted that, in a comparison 

of all-male and all-female markets, ‘there is a significant 

gender effect in that all-male markets show significant 

price bubbles while all-female markets produce prices 

that are below fundamental value’. This investigation 

also indicated that increasing the number of female 

participants in the trading activity reduces the 

magnitude of a price bubble. Women, it seems, are 

not only more realistic in their approach to investing, 

but also more vigilant when it comes to risks.

Still, it is important to put such findings in perspective. 

‘This does not mean that men should not invest,’ Jones 

says. ‘The most successful investors have sufficient 

emotional intelligence to be aware of these natural 

biases in their behaviour and to make adjustments 

for them. Warren Buffett, the world’s most celebrated 

stock-picker, could be said to invest like a woman 

– trading very sparingly, keeping his nerve through 

market crashes and keeping large cash reserves.’ 

Other celebrated male investors, such as Paul Tudor 

Jones and George Soros, have also shown an ability to 

stay calm in a crisis and avoid reckless bets.

Despite this, however, academic research does suggest 

that families and investment firms are missing a trick. Do-

it-yourself brokerage firms report that less than a third of 

their clients are female. Women are also far less likely 

than men to try their hand at stock investing. Research 

suggests men are still taking the lead in investing the 

household wealth. ‘We have recently been in a period of 

lower overall investment returns, and so it makes sense 

for this gender balance to shift,’ Jones says. There could 

be broader financial and economic benefits, too. ‘Given 

evidence that female investors are less likely to produce 

asset price bubbles, we could end up with a less crisis-

prone and rocky financial system,’ Jones concludes. 

Meanwhile, the dominance of men in finance may 

be depriving promising female-run firms of capital. A 

study from the US business school Babson College 

showed that less than 3% of the venture capital 

allocated between 2011 and 2013 went to firms with 

female chiefs, rising only to 14% in 2015. This is despite 

evidence that companies with at least one female 

founder achieve superior results.

First Round Capital, a venture capital provider 

specialising in the technology sector, found that, 

across 300 of their portfolio investments, firms with this 

powerful female influence did 63% better (as measured 

by valuation) than male-only teams. 

So what can be done? Experts believe investment 

institutions need to work harder to ensure gender 

diversity. ‘It appears that women have not been 

attracted in large numbers to the finance profession,’ 

says Odean, ‘which can require a large investment of 

time early on in a career, with little flexibility.’ While 

Odean believes that financial companies are actively 

seeking to attract more women, he says they may need 

to reshape the working environment to make it more 

appealing to women.

Money mismanagement
It makes sense for wealth managers to do this. ‘Women 

are often discontent with the way their money is being 

managed by a male-dominated industry,’ Jones says. 

‘Around 70% of widows fire their financial advisers 

within a year of their husband’s death.’ 

Demographic trends mean that women are 

controlling  a greater share of financial wealth, since 

they live longer than male partners. At present, 

women control about 53% of investible assets; by 

2030 this will rise to two-thirds, according to a study 

by the Family Wealth Advisors Council. ‘Making 

the industry more women-friendly has to be a clear 

priority,’ Jones says. ■

Fernando Florez, journalist

The dominance of men 
in finance may be depriving promising female-
run firms of capital

Hetty Green (1834–

1916) invested her 

inheritance with 

great skill to become 

America‘s richest 

woman.
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Who’s driving?
The way public services are delivered is shifting. Finance professionals can play a 
crucial role thanks to their strategic and entrepreneurial skills

We are all well accustomed now to hearing 

that we are living through a highly 

disruptive and extended period of 

change, but it is often difficult to quantify exactly what 

that means for each of us in our working lives. 

Accountants working in the public sector across the 

globe have been dealing with unprecedented levels of 

disruption as demographics, economic unpredictability 

and political upheaval combine to radically alter the 

way public services are delivered. Some changes (such 

as an ageing population) will affect the level and type of 

public services needed, while others (such as economic 

factors) will affect funding availability in the sector.

But there are other forces at work: digital technology, 

together with the blurring of the boundary between 

the public and private sector as governments explore 

outsourcing and partnerships with private companies, 

are also fundamentally changing the nature of the 

public sector and the demands placed on finance 

professionals working within it.

In light of the extent of this change and the many 

influences involved, ACCA has recently undertaken 

a significant and detailed global study to identify the 

major factors driving change in the public sector. Its 

resulting report, 50 drivers of change in the public 

sector, also discusses the likely timing of these drivers 

and how they may shape the future.

The ultimate aim of this work is to help professional 

accountants and leaders in the public sector prepare 

for the future by identifying the skills and experience 

needed to help deliver excellent services worldwide. 

The study – which included 12 roundtable discussions  » 

Professional accountants – the future
The report, 50 drivers of change in the public sector, reflects the findings of a major 

ACCA study into how the main drivers of change will shape accounting over the 

next decade and beyond. 

ACCA also examined in its report Professional Accountants – the future how the 

technical and interpersonal competencies expected of professional accountants 

could be affected in six technical areas, including financial management. 

Read more at accaglobal.com/thefuture.
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held in 11 countries across the world – identified the 

50 most important drivers of change across eight areas 

of relevance: economy; politics and law; society; the 

business of government; science and technology; 

environment, energy and resources; the practice of 

accounting; and the accountancy profession. 

Special delivery
Unsurprisingly given the current environment, the 

level of economic growth was ranked the top driver 

for the public sector. However, the survey was most 

enlightening in the way it revealed the changing nature 

of the delivery of public services across the globe. This 

is due in part to the political environment, the report 

explains, and the tendency for more public services and 

support services to be outsourced: ‘The public sector 

is evolving to deliver services in the most effective way 

within the constraints of available public finances.’ 

Significantly, three of the top five drivers of change 

relate to how government organisations conduct their 

business. Meanwhile, the availability of talent was also 

an issue across the globe. ‘The public sector is often 

unable to compete with the private sector for talent, 

so fails to attract and retain the people it needs to help 

modernise public services,’ says the report. 

Emerging economies are actively encouraging their 

young people to return home after studying abroad 

and use their talents for the benefit of their own 

country, it adds, which could prove significant in the 

near future. Talent shortages were rated most highly as 

a driver for change by respondents in Asia Pacific (49%) 

and South Asia (44%), compared with 26% in Western 

Europe – probably due, says the report, to Europe’s 

ability to attract talent from other regions.

The report also highlights the rise in the number of 

public-private partnerships across the globe, albeit it at 

varying pace. This raises the important role professional 

accountants can play in this changing landscape, in 

monitoring and assessing these increasingly complex 

arrangements. ‘Adequate governance arrangements 

in these commercial agreements will be paramount for 

maintaining control and accountability for the use of 

public funds,’ says the report. ‘The finance professional 

in central, federal, state and local government will need 

a blend of commercial acumen and entrepreneurial 

skills to be able to manage these relationships 

effectively and explore innovative ways of obtaining 

better value for money in public services.’

The report outlines in detail the critical role that finance 

professionals are playing in the public sector, and how 

the demands placed upon them will change. ‘There 

is an overwhelming case that the public sector will 

require more accountants, but they will be now be 

required to fulfil the growing need for accountability 

and transparency, as well as providing better insights 

to help public sector organisations meet future needs,’ 

it says. ‘Public sector accountants are being asked to 

take on a broader strategic and entrepreneurial role 

– as they are now becoming the bridge between the 

public and private sectors.’

The report details the skills professional accountants 

will need as the public sector becomes leaner and more 

citizen-focused, and makes greater use of technology 

and big data. Strong technical skills will be a must, says 

the report, and so too will good professional judgment 

in analysing financial and non-financial data to create 

meaningful insights. ‘In a public sector context this is 

even more of a challenge than elsewhere,’ it continues, 

‘as it is not easy to assess the impact of government 

spending in a linear or strictly numerical way.’

Finding a voice
Professional accountants will also need to ‘find their 

voice’, says the report, and question processes when 

there is an opportunity to make improvements: ‘As the 

public sector increasingly operates in a commercial 

and business-like manner, the professional accountant 

will need to develop a strong understanding of how 

financial decisions interrelate with strategic and 

operational priorities.’ Governments will need and 

value accountants who have not only strong negotiating 

skills but also an ability to see the big picture and take 

a forward-looking approach.

Stephen Emasu FCCA, chair of ACCA’s global forum 

for the public sector, sums up the challenges facing 

the public sector in his foreword to the report, but also 

stresses the essential role that professional accountants 

will play: ‘This is an exciting time to be a professional 

accountant in the public sector. It is a huge opportunity 

to shape the public services of the future, achieving 

value for money and long-term sustainability.’ ■

Liz Fisher, journalist

The 50 drivers of change in the public sector 
report is at bit.ly/change-drivers

Top 10 drivers of public sector change
1. Economic growth.

2. Availability of global talent. 

3. Responsiveness to change. 

4. Use of public-private programmes.

5. Exploitation of big data.

6. Use of non-financial information/integrated reporting.

7. Stability of the global economic infrastructure.

8. Cybersecurity. 

9. Stability of national revenue databases.

10. Diversity in society and workplace.

‘This is an exciting time to be 
an accountant in the public sector. It is a huge 
opportunity to shape the services of the future’
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In the public interest
Education and awareness are the key elements in the fight against corruption in 
government, says Jamaica’s auditor general Pamela Monroe Ellis FCCA

As auditor general for Jamaica’s public sector 

institutions, Pamela Monroe Ellis FCCA 

commands respect.  Yet her easy laugh and 

cheerful personality  quickly dispel any preconceived 

image of a dour, dogged bean counter searching for 

unapproved expenditure or inadequate accounting 

practices. She could just as easily be located in the 

hospitality industry, one of her earlier career interests.

In the eight years since being appointed to the role, 

Monroe Ellis believes she has seen more public sector 

personnel develop a better appreciation of proper 

accounting standards and auditing systems, rather 

than viewing her department’s probes as agenda-

based witch hunts. Yet her elevation to this senior 

position did not follow a clearly marked pathway. 

While in high school, she was still uncertain about 

what she wanted to do as a career. The transition into 

accounting followed a conversation with her father, » 
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Keeping an eye on the public sector
Jamaica’s auditor general’s department is mandated to conduct high-quality 

independent audits and issue reports to improve the use of public resources.

It ensures that public sector financial transactions and administration comply  

and remain within the law and are cost-effective, efficient, environmentally friendly 

and honest.

The department is required by Jamaica’s constitution, the Financial Administration 

and Audit Act and other legislation to conduct audits at least once a year of 

central government ministries and departments, municipal agencies, certain other 

statutory bodies and several government companies.

Once appointed, the auditor general may hold office until the age of 60, or, with the 

approval of the governor general, until 65.

who is also a trained accountant. When she shared that 

she was looking at the financial sector or hotel industry, 

he asked: ‘Why not do accounting? When you do 

accounts, you can work in any field, industry or sector 

you desire.’

After leaving school, Monroe Ellis landed a job at PwC 

in Jamaica’s capital Kingston and, on the advice of her 

father, decided early on to pursue the ACCA exams, 

with the intention that, on completion, she would have 

the requisite experience to support her qualification.

Thanks to PwC’s support, it was not difficult to work and 

study. ‘They had a structured system and so once you 

became a part of the system, it was a given that you 

would study,’ she recalls. ‘When you had completed the 

examination, you would be automatically promoted to 

senior accountant.’

After four years at PwC, Monroe Ellis left to support 

the  family book retailing business, working with her 

father as chief accountant as she completed the final part 

of her ACCA Qualification. On successful completion 

a year later, she  sent out a number of applications 

including to the Office of the Services Commissions, the 

body responsible for appointments and promotions in 

the public sector. Fortuitously, her letter was forwarded 

to the auditor general’s department.

Scope for growth
At the interview, the then auditor general asked 

whether she would be willing to join as a senior auditor. 

‘I asked about the scope for growth and he said it was 

“tremendous”. So I accepted.’ She found, however, 

that the training for the government department’s 

audit unit was not structured, lacking the defined 

training plan that she had encountered at PwC. 

‘After three months, I was promoted to director and 

my acceleration in the department was relatively rapid,’ 

Monroe Ellis says. Following her promotion to director, 

she progressed to become senior director and moved 

through a series of appointments to become Jamaica’s 

first female auditor general in 2008.

One of the big issues that can challenge Monroe Ellis’s 

cheery persona is advancing the fight against public 

sector corruption. In Transparency International’s 

2016 Corruption Perceptions Index,  Jamaica was 

ranked 83rd among the 176 countries assessed. This 

was 14 places lower than in 2015, so clearly work is 

required to clean up the country’s business landscape  

and government. 

According to Monroe Ellis, the planks in the fight against 

corruption should include education and awareness. 

This means creating a culture of good governance 

beginning with recognising what it is. ‘Those who are 

charged with governance responsibilities and those 

who benefit from the services provided by these entities 

must have equal understanding of what is necessary 

and the benefits of having proper structures in place,’ 

she says. ‘Ethical conduct and value is paramount. We 

must be consistent in our own definition of what it is so 

that it is not relative to a particular action or individual 

but is a common tool used for everyone.’

Specifically, Monroe Ellis sees her department’s annual 

reports as contributing to the anti-corruption drive, not 

only by highlighting problems within a public sector 

organisation but by generating awareness about the 

negative impact of weak governance and the financial 

and social problems caused by graft. 

She is now more focused on seeing that established 

principles are followed across the public sector and 

welcomes the finance ministry’s decision to improve 

the capacity of her department to carry out its work 

through improved pay packages and remuneration to 

attract and retain qualified staff.

There is also support from the International 

Organisation of Supreme Audit Institutions in 

developing and implementing international standards. 

In addition, assistance comes from the Caribbean 

Organisation of Supreme Audit Institutions, of which 

Monroe Ellis is the current secretary general.

‘Jamaica has been very active in ensuring that, 

as part of our restructuring, we are creating the 

infrastructure to ensure that we are compliant with 

international standards,’ she says. ‘We have received 

assistance from donor agencies such as the Inter-

American Development Bank, to help with training in 

performance audits, for example.’

Pursuing excellence
The department has also established a quality 

assurance unit charged with independently reviewing 

the agency’s work, as well as an inhouse audit 

committee assessing the technical quality of agency 

output. In addition, an internal review process checks 

on the quality of departmental reports for evidence of 

compliance with international and regional standards. 

Given the increased workload, efforts have also 

‘Those charged with 
governance and those who benefit must have 
equal understanding of what is necessary’
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Pamela Monroe Ellis FCCA
It was in 2008 that Pamela Monroe Ellis FCCA was appointed auditor general of 

Jamaica, having joined the Auditor General’s department as senior auditor in 

1997. She was subsequently promoted to director, senior director and divisional 

director of audit (deputy auditor general). In 2016, she was appointed secretary 

general of the Caribbean Organisation of Supreme Audit Institutions, the same 

year that she was appointed chair of the Caribbean Community (CARICOM) audit 

committee. In 2012 she was elected to the board of the International Federation 

of Accountants (IFAC). In 2008, Monroe Ellis joined the Integrity Commission and 

also the Commission for the Prevention of Corruption. Back in the early days of her 

career Monroe Ellis was appointed staff accountant at PwC in Kingston, followed in 

1994 by the role of chief accountant, Home Books and Research Services, Kingston.

been made to improve excellence among lower 

levels of department management. This is essential 

as even relatively minor errors can undermine public 

confidence in the department’s work: ‘While a private 

auditor who publishes an error may be sued, for us it  

is reputation damage that we have to guard against,’ 

she notes.

So how has her ACCA training helped her within this 

demanding role? ‘I was exposed early to corporate 

law as well as accounts and auditing and financial 

reporting,’ she says. ‘My preparation for those 

examinations inculcated in me very early a level of 

discipline and the need to be prepared and to prepare 

early. Time management is very important.’

Indeed, her work keeps her busy, both in Jamaica and 

on international accounting committees – she was 

elected to the board of the International Federation of 

Accountants in 2012 and re-elected in 2015 for another 

three-year term – so is away from home frequently. 

‘Thank goodness for technology, which bridges the 

communication gap so I need not be away from home 

for an extended period,’ she chuckles.

Monroe Ellis is very involved in the lives of her two 

daughters, whose pictures are prominently displayed 

on a cherry wood cabinet in her neatly arranged, 

uncluttered office in the New Kingston commercial 

district. While her elder daughter is majoring in 

technology at college, her younger one is still in 

high school and is considering, among other things, 

becoming an entrepreneur. ‘I don’t press them along 

any particular career path,’ she says.

Despite her demanding role, Monroe Ellis does her 

best to maintain balance. ‘I am learning to enjoy life; 

to live in the moment,’ she says. ‘I enjoy getting up  

on a Saturday morning and pottering around my orchids 

and in the garden. I am making an effort now, more than 

ever, to find a balance – to take care of body, mind and 

spirit and to spend time with family as much as I can.’ ■

Colin Steer, journalist based in Kingston, Jamaica
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Debating natural capital
The first in the new edition of ACCA’s President’s 

Debate for 2017, ‘Accounting for public goods: 

the social and natural capital imperatives’, brought 

together policymakers, investors, businesses, natural 

capital specialists and accountancy professionals to 

discuss how accounting can help integrate the values 

and services of nature into economic decision-making.

At the event, held in Brussels in February, European 

Union and global stakeholders discussed the vital 

next steps to further embed natural capital and social 

considerations into business decision-making. 

ACCA president Brian McEnery said: ‘The growing 

interest in the concept of natural capital is already 

driving a wide range of initiatives aimed at developing 

tools and frameworks for accounting and reporting, 

as illustrated in ACCA’s paper Natural Capital and the 
Accountancy Profession. But we need to do more, and 

a meaningful measure must be found to incorporate 

biodiversity in the process.’

Read Natural Capital and the Accountancy 

Profession at bit.ly/ACCA-NatCap

ACCA scoops prestigious awards 
ACCA has picked up three awards in the first quarter 

of 2017. The global accountancy body won the overall 

best association award at The Association Excellence 

Awards at a ceremony held in London in March. ACCA 

was recognised for providing opportunity and access 

to people of ability around the world and support for 

its members throughout their careers.

ACCA was able to demonstrate how through capacity-

building work, and its ground-breaking Professional 

Insights report Professional accountants – the future, 

it enhances the reputation of ACCA members and 

the accountancy profession on the global stage.

Meanwhile ACCA’s innovative online learning platform 

ACCA-X also won its sixth accolade in a year at the 

same ceremony, in the best training initiative category.

Reza Ali, director of new ventures, ACCA, said: ‘We are 

delighted with this very prestigious award for ACCA-X.’ 

ACCA-X was also awarded Study Resource of the Year 

by UK-based PQ Magazine in February. 

Find out more: accaglobal.com/thefuture;  

bit.ly/ACCA-X

IR adoption challenges
The adoption of integrated reporting (IR) can be 

challenging but it generates tangible organisational, 

reputational and commercial benefits, say adopters.

ACCA’s Insights into Integrated Reporting: challenges 
and best practice responses draws together a review of 

41 corporate reports from around the world. It finds that 

reporting quality was high across IR Business Network 

participants, and extrapolates several common benefits 

from its adoption, including: more integrated thinking 

and management; greater clarity on business issues 

and performance; improved corporate reputation and 

stakeholder relationships; more efficient reporting; 

employee engagement; and improved gross margins.

However, it also identified several areas where 

reporting can be improved, including value creation 

and connectivity within adopter organisations.

For more information, see Insights into 
Integrated Reporting at bit.ly/ACCA-IRinsight

Glasgow centre gets royal visit
HRH The Princess Royal opened ACCA’s global 

operational centre at 110 Queen Street, Glasgow in 

February. She was welcomed by ACCA chief executive 

Helen Brand OBE and ACCA president Brian McEnery. 

The visit marked an exciting new episode in ACCA’s 

proud history in Glasgow and Scotland, where it has 

had operations since the 1970s. 

Brand commented: ‘It was an honour for me and 

my 600-strong team here in Glasgow to welcome 

The Princess Royal to ACCA’s new offices. Glasgow 

has always been an essential home for our global 

operations. This marks an exciting new chapter for 

ACCA in the city.’ ■

The Princess Royal 

meets ACCA chief 

executive Helen Brand 

at the opening of 

ACCA’s new global 

operational centre in 

Glasgow, Scotland.

ACCA president Brian 

McEnery: ‘The growing 

interest in the concept 

of natural capital is 

already driving a wide 

range of initiatives, but 

we need to do more.’
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competition in major research
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