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THE VIEW FROM ANDREW HARDING, CEO – MANAGEMENT ACCOUNTING
THE ASSOCIATION OF INTERNATIONAL CERTIFIED PROFESSIONAL ACCOUNTANTS

“MANAGEMENT ACCOUNTANTS HAVE
A RESPONSIBILITY NOT ONLY TO
BE A VOICE OF CONSCIENCE IN THE
BUSINESS, BUT ALSO TO USE THEIR
POSITION AS TRUSTED STEWARDS TO
LEAD ON ETHICAL BEHAVIOUR.”

I

ETHICS
“Bad ethics... can
undermine every single
relationship the
organisation has.”
Tanya Barman, p24
DRIVING CHANGE
“[There is an]... increasing
appetite among investors to
use more of the tools at their
disposal as active investors.”
Simon O’Connor, p38
SUSTAINABILITY
“Demand for a climatesavvy approach to the way
that you invest is
increasing.”
Steve Waygood, p42
INNOVATION

“Small data
can be
beautiful, too.”
Marc Vollenweider, p14

reinforce the importance of ethical behaviour. Our Ethical Lens newsletter, which covers news and thinking on ethics, is a
resource for management accountants and
can be found at www.cimaglobal.com/
ethicallens.
This awareness is important because
it informs how people do their jobs, the
approach they take, the questions they ask,
and the answers they give to their colleagues
and peers. It helps to embed that sense of
doing the right thing across the profession.
Our professional standards team do
important work in maintaining the reputation of the profession, our body, and its
designations. We investigate complaints
and take action where there is a case to
answer. The disciplinary system is concerned with the conduct of individual members, but it is also about the reputation of
every single member. It is also what differentiates us as a professional body from a
trade association.
JUNE 2017
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Our system is fair and credible, and it
stands up to scrutiny. CIMA’s independent
conduct committees have a mix of professionally qualified management accountants who ensure a clear understanding of
a complaint’s technical issues, and non-accountant members who can bring an independent objectivity.
Trust in business has declined in recent
years, but as accountants we still enjoy a
strong reputation. We have a role to play in
building trust in the businesses we serve,
through active stewardship of relationships
and resources. Our work can maintain trust
and protect reputation and value.
The world in which we live is changing. The days when disclosure of information was kept to a minimum are gone. Today,
being transparent is about telling your story
rather than letting others do it. It means
our role to communicate with integrity and
clarity to preserve confidence and value is
more important than ever before. n

SUKI DHANDA

ntegrity is doing the right
thing, even when no one is
watching.” This quote, often
wrongly attributed to the
writer C. S. Lewis, is an
important description of ethical behaviour.
As management accountants, we are trusted to undertake work scrupulously and
make every effort to avoid providing information that could
be misleading or open to misinterpretation. It is a given that
we should always act in an ethical and accountable way, and
have in mind the business’s values and legal, governance, and
social obligations. Management
accountants have a responsibility not only to be a voice of conscience in the business, but also to use their
position as trusted stewards to lead on ethical behaviour.
CIMA takes seriously its role in bringing ethics to the forefront of business thinking. Members and students are bound by
the Code of Ethics, which has a global application and reflects the IFAC Code of Ethics.
The code is based around the five principles of integrity, objectivity, professional
competence and due care, confidentiality,
and professional behaviour.
At some stage in their careers – either
as a student or qualified professional – management accountants will have to make ethical judgments. Members often don’t turn
to the code until they are in a difficult situation. We then help them in practical terms
with confidential advice, legal helplines,
interactive tools, and checklists to help navigate them through their decision-making.
We also provide advocacy, run and participate in events, and use social media to
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THE
INFORMATION
I WORK ON... A MONGOLIAN GOLD MINE;
MANAGEMENT ACCOUNTING IN THE BRITISH NAVY;
THE MIND AND MACHINE IN THE DIGITAL AGE;
WORKING IN LAGOS; GMAPs IN AGRICULTURE;
FULL EFFECT: A Q&A WITH PETER MCINULTY, HEAD
OF FINANCE AT AUSTRALIA’S LEADING FILM
SPECIAL EFFECTS COMPANY

TAKING THE FIGHT
TO CORRUPTION
It is important to be prepared
when an incidence of fraud
or corruption occurs. The
resource Keeping Business
Clean: A CGMA Guide to
Countering Fraud and
Corruption offers these
questions for those charged
with oversight, from a financial
manager to the board:
● What is the top-level
commitment to fighting fraud
and corruption and what
resources do we have to
support this?
● What is our relationship with
regulators? How do we work
together?
● How can we identify the red
flags in our wider supply chain
or partner network? What due
diligence is in place before
entering contracts, and for
managing risks on an ongoing
basis?
● How are anti-fraud and anticorruption processes ingrained
in our control processes?
● What training is in place
for staff related to fraud and
corruption? How is this tiered in
relation to their responsibilities
and exposure?
● How are our people
equipped to manage sensitive
negotiations and to escalate as
necessary?
● Are speak-up/whistleblowing lines in place, known
about, trusted, and used?
● What plans are in place to
investigate wrongdoing when it
arises and are we consistent in
our actions?
● Are we transparent about
how we tackle wrongdoing?
Are those found culpable
of wrongdoing dealt with
appropriately?
● How are we monitoring
the implementation and
effectiveness of our anticorruption programs and
how does this feed back into
improvements?
● Do we have a crisis
management plan in place
should the worst happen?
● Do I know what to do if
someone alerts me to a risk?
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All of the latest news,
intelligence, and insight you need

25%
Increase in value of global
sustainable, responsible, and
impact investment assets
since 2014. The total value
of all such investments now
stands at $22.89 trillion.
Full story: Page 38

UK GOVERNMENT
URGED TO CUT
EXECUTIVE PAY

MORE INVESTMENT
NEEDED TO ATTAIN
SUSTAINABLE
DEVELOPMENT GOALS
The pace of progress on the
United Nations’ sustainable
development goals (SDGs)
is not moving fast enough to
meet 2030 targets, according
to the latest figures released
by the World Bank and International Energy Agency.
Access to electricity and
increasing the availability of
renewable energy are key
tenets of the UNs’ 17 SDGs,

which were established in
2015 and aim to “end poverty,
protect the planet, and ensure
prosperity for all”.
However, the Global
Tracking Framework (GTF)
report, which was published
jointly by the World Bank and
International Energy Agency
in April, shows that the rate
of people getting access to
electricity is slowing down. If

JUNE 2017

8

this trend continues, the report
states, the projections are that
the world will reach only 92%
electrification by 2030. To meet
the UN’s objectives, the report
estimates that renewable
energy investment would need
to increase by a factor of two to
three, while energy efficiency
investment would need to
increase by a factor of three
to six.
Rachel Kyte, CEO and
special representative to the
UN secretary-general for Sustainable Energy for All, said: “If
we’re to make access to clean,
affordable, and reliable energy
a reality, action must be driven
through political leadership.
This new data is a warning for
world leaders to take more focused, urgent action on access
to energy.”

Businesses need to cut
executive pay in order to
restore trust in business, the
British government’s Business,
Energy, and Industrial Strategy
(BEIS) committee has said.
Releasing its corporate
governance report after
investigating a number of highprofile scandals, including the
collapse of department store
chain BHS and employees
being paid less than the legal
minimum wage at retailer
Sports Direct, the committee
called for an end to a culture of
“perverse incentives and shortterm decisions”.
The committee’s chair,
Iain Wright, said: “The UK
corporate governance system
is recognised throughout
the world as of high quality.
However, recent scandals and
the issue of executive pay have
undermined public trust in
corporate culture.
“That, together with rising
stakeholder expectations,
changing business models,
and technology, means that
corporate governance needs to
evolve to provide assurance to
investors and wider society.”
“A new code for private
companies will help ensure
that high standards of
corporate behaviour are
observed by our leading
corporate firms,” he added.

CHINA

“We are currently working on
several major productions,
including having staff on-set in
China.” Peter McInulty, ACMA,
CGMA, on the challenges
of working at a leading film
special effects company.
Full story: Page 20

Advice for ethical hiring
The fight against corruption and illegal business practices
starts at the very beginning of a person's employment with
a new company. Here are some questions employers
should ask of potential employees:
● What does business ethics mean to you?
● Have you ever taken a course or received training
in business ethics?
● Have you ever had to deal with a specific ethical
issue at work? If so, how did you handle the situation?
● Have you ever done anything at work that bothered
your conscience? What was it and how did you respond?
● Whom would you consult (first) if you were faced
with an ethical issue in the workplace?
● If you were asked by your supervisor or co-worker
to undertake an action you thought was unethical,
how would you respond?
● What are the organisation’s values? How do you think
you can contribute to upholding them in your role?
● Are you aware of any ethical issues in this sector?
How would you approach them and mitigate risks?
● How best would you apply your professional code
to the role?
And, of course, there are a number of questions
candidates should be asking of their prospective
employers. They are:
● How do you assess your values /culture and how it
is embedded?
● What courses do you offer in regards to training?
● What routes do you have for escalating any ethical
concerns? Do you have speakup procedures and
how are they managed?
● How is individual performance assessed in
relation to behaviours?
● What action do you take against staff who
breach company policies or are found to breach any
regulations?
● Are there areas of concern in staff engagement/
customer satisfaction surveys, and how are they
being dealt with?
● Would the organisation welcome appropriate
challenge in regard to issues of integrity?
Source: CGMA ETHICAL DUE DILIGENCE IN HIRING AND ASSESSING PROFESSIONAL ACCOUNTANTS.
JUNE 2017
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$2.48
BILLION
The amount paid to settle
US Foreign Corrupt
Practices Act cases in
2016, the highest annual
figure on record.
Full story: Page 32

6.5% of
communication
devices are
counterfeit
A quarter of all video games
consoles and nearly one in five
mobile phones shipped internationally is fake, a report
conducted by the Organisation
for Economic Co-operation
and Development (OECD) has
discovered.
Up to 6.5% of all information and communications
technology (ICT) devices are
estimated to be fakes.
The report, titled Trade in
Counterfeit ICT Goods, explains
that although mobile phones
and games consoles are the
most likely to be copied, smartphone batteries, chargers,
memory cards, magnetic stripe
cards, solid state drives, and
music players are also increasingly falling prey to counterfeiters.
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I
WORK
ON...
A GIANT COPPER AND
GOLD MINE IN MONGOLIA

Louw Dourand: “My most
satisfying contribution... has
been coaching and developing
my Mongolian team.”

Start: 2014
End: Ongoing
Location: Oyu Tolgoi
Name: Louw Dourand
Job: Financial Controller
CIMA qualified: 2001

I

joined Rio Tinto Exploration
as financial and compliance
manager in Johannesburg,
South Africa in 2008, looking
after the financial
management and compliance
matters related to the various
exploration offices that
operated throughout southern
and central Africa. I travelled
to many interesting
exploration locations in
Africa, including projects in
Botswana, Mozambique,
Tanzania, and Uganda. During

this time I implemented an
internal control review
process for the African
exploration entities that was
eventually rolled out globally
by Rio Tinto Exploration.
This gave me the
opportunity to travel to the US
and Brazil as part of the
rollout. Early in 2011 I was
given the opportunity to assist
Rio Tinto controllers in
London with the group’s
quarterly external reporting
process. What started as a

OYU TOLGOI MINE BY THE NUMBERS
CONSTRUCTION STARTED: 2010
PRODUCTION STARTED: 2013
EXPECTED TO REACH FULL CAPACITY: 2020
WORKFORCE: UP TO 4,000
FINANCING: OVER $10 BILLION (LARGEST FINANCIAL
UNDERTAKING IN MONGOLIA’S HISTORY)
ANNUAL COPPER PRODUCTION EXPECTED: 430,000 TONNES (3%
OF GLOBAL PRODUCTION)
ANNUAL GOLD PRODUCTION EXPECTED: 425,000 OUNCES
(DEPOSITS CONTAIN AN ESTIMATED 2.7 MILLION TONNES OF
COPPER, 1.7 MILLION OUNCES OF GOLD, 1,900 TONNES OF
SILVER, AND 205,000 TONNES OF MOLYBDENUM)
(Sources: Rio Tinto, Bloomberg, The Wall Street Journal, and Engineering Mining Journal)
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short-term assignment turned
into a three-year period as
principal, management
reporting and analysis. It was
fantastic to get a “big picture”
view of the group, to better
understand the complexity
and challenges of the internal
and external reporting of such
a large listed group.
When my assignment in
London ended in 2014, I
wanted to get more
operational experience within
the group, so when the
opportunity came up to work
at the Oyu Tolgoi mine in
Mongolia, one of the world’s
largest mining developments,
I jumped at it.
Oyu Tolgoi LLC, which is
managed by Rio Tinto, is
jointly owned by the
government of Mongolia
(34%) and Turquoise Hill
Resources (66%), of which Rio
Tinto owns 51%. My role of
financial controller is very
dynamic as my team and I are
responsible for the external

THE INFORMATION / I WORK ON

The Oyu Tolgoi
mine employs nearly
4,000 people.

reporting requirements of the
company, including local
Mongolian financial,
statistical, and tax reporting,
as well as international
reporting through Turquoise
Hill Resources and Rio Tinto,
in line with IFRS.
We interact with people at
every level of the organisation
to ensure that our system of
internal controls is robust and
that we provide meaningful
and understandable financial
information to our
stakeholders. A lot of my time
is spent on forward-looking
estimates and forecasts,
which helps the management
team identify and address
possible issues before they
even arise.
My most satisfying
contribution to Oyu Tolgoi so
far has been coaching and
developing my Mongolian
team members. One of the key
areas in which Oyu Tolgoi is
contributing to the long-term
prosperity of Mongolia is

through development of the
local workforce. I am
exceedingly proud of the
people I have led at Oyu
Tolgoi. Some of my team
members have moved into
more challenging roles, where
they add even more value and
continue to develop further.
My current team members are
focused on finding ways to
add value to the business
while making sure that we do
the basics right. We have had
numerous successes during
my time at Oyu Tolgoi, but
none that I achieved on my
own.
Mongolia can be a quite
challenging place to live,
especially during the very
long winter. Mongolia’s
capital city, Ulaanbaatar, is the
coldest capital on earth, with
winter temperatures often
going below -40 degrees
Celsius. During this very cold
time there is an increase in
the use of energy to keep
warm, resulting in very high

levels of air pollution. Apart
from the unpleasant smell
and the unsightly brownishgrey smoke blanket that
covers the city during much of
this time, it is very unhealthy.
I have learnt a lot about
Mongolia, the Mongolian
people, and the many
challenges they face. In my
opinion, because they are
such a proud and
hardworking people, and so
open to learning, they will
overcome these challenges
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and have a bright future to
look forward to.
On a personal level, I have
learnt how easily one can be
misunderstood, and even give
offence, when working with a
team that has a different
cultural background and
language to your own. It is
very important to
communicate your
expectations clearly, while
still being sensitive to the
different cultural values and
perceptions of your team. n

THE INFORMATION / LED BY FINANCE

LED
BY

F I N A N C E

KEEPING
THINGS
SHIP
SHAPE
Commander Scott Sellars, ACMA, CGMA,
tells FM about the role of the finance
function in the British Navy
COMMANDER SCOTT SELLARS, ACMA, CGMA,
HAS performed a number of vital management roles
in the British Royal Navy over the last 24 years, at
headquarters or on board vessels involved in
operations such as delivering logistics support in
Afghanistan or saving migrants off the Libyan coast.
Last September he returned to the British Navy’s
Command Headquarters as a portfolio manager,
defining and delivering a portfolio for achieving the
strategic priorities set out in the Royal Navy
Command Plan. This must be delivered through a
robust quarterly performance and risk management
process. Here he describes the importance of good
management and decision-making in this and
previous roles, and outlines the unique challenges
that come with working at the British Navy:

DECISION-MAKING
ON THE GO

THE IMPORTANCE OF
IDENTIFYING VALUE

In the Navy, information
is passed quickly through
what we call command
briefs. For example, on a
ship at sea, the head of a
department will brief the
captain on specific risks and
issues within their domain.
They will have to convey
their expertise and the
options open to the captain
regarding the ship’s ability
to conduct its operations –
in the same way you would
a business’s ability to make
profit or increase sales.

Although it may be
difficult to come up with
straightforward cost
effectiveness metrics, it is
possible to put a value on
everything. Something that
might cost a lot might be
justified where the value
needed to get the right
return is identified. Because
we’re a public sector
organisation, we’re always
held to account, so we have
to explain decisions and why
we go down a particular
route when making
decisions.
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COMMUNICATING
THE ISSUE

LEARNING FROM
EXPERIENCE

VALUE OF CIMA
TRAINING

COMBINING CIMA
WITH NAVY SKILLS

A brief has to be reduced
to just the key points.
You’re trying to help people
make decisions by trying
to identify what the key
issues are, what decisions
can be taken, and what
impacts those decisions
will have. All aspects of a
ship’s command and control
are practised. All reports
to the captain are done in
a set format so he knows
what’s to come, which part
of the brief will come in
which format, so that very
quickly he knows exactly the
decision he has to make.

We don’t just share what
we’ve learned, but we see
where there’s a place we
need to apply that learning.
At the end of each exercise
or operation we will write
a report of proceedings
to say that this is what we
did, these were the issues,
this is what we did about
it, what was good and
bad. This is fed back into
a central database, so the
next ship that is coming to
do a similar mission can ask
if anyone has done anything
like this in the past and they
can also feed back centrally.

The CIMA qualification I
gained 13 years ago has
allowed me to build new
skills. I have particularly
focused on developing my
leadership skills. I have
used the majority of the
skills that I learned during
training, and although I have
not been directly involved in
the finance function during
all my postings, I have
been involved in budget
setting, resource allocation,
project management, and
in assuring the value for
money expenditure of the
public purse.

The value of approaching
a military problem with
military experience as well
as a mind that is firmly
focused on the financial
and business perspective
to create value for money
cannot be overestimated.
The military experience on
the front line and knowing
what is required by our
sailors and marines is
something that I can offer
that cannot be replicated by
consultants or civil servants
with a similar CIMA
background.
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INNOVATION
MIND+MACHINE
“The fundamental purpose of data
analytics is to support decisions with
facts and actionable insights.”
MARC VOLLENWEIDER (right)
is co-founder and CEO of
Evalueserve, a global research,
analytics, and data management
solutions provider. The McKinsey
& Co. alumnus has extensive
consulting experience in such
industries as telecommunications,
banking, and pharmaceuticals. He
is the author of Mind+Machine: A
Decision Model for Optimizing and
Implementing Analytics (Wiley, 2016).
time-to-delivery, quality, and new
capabilities.
Over the many collective years
of working in analytics, Evalueserve
has developed the Use Case
Methodology, which deals with the
end-to-end management of
individual analytic use cases, but
also with the governance of whole
portfolios of use cases.
The most common mistake is
to focus on the data and analytics,
but forget the dissemination to and
interaction with the end users and
knowledge management. Think of
every use case as getting oil from
the well to the gas pump. It isn’t
just the work in the refinery that
counts.
Each analytics solution has an
optimum mix – we call it the
efficient frontier – of minds and
machines that will provide the
most-efficient way to achieve the
goals and deliver the best ROI.
Over-automating a process can lead
to unnecessary cost and a lower
level of insights, while on the other
hand, under-automating might not
deliver the desired benefits or
might simply render the solution
uneconomical.
JUNE 2017
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MAKING AUTOMATION
WORK FOR YOU

To make sure you don’t miss anything, remember
the five areas of automation that can be applied to
each use case:
● Data and analytics tools, including AI
● Productivity tools
● Workflow platforms
● Publishing and dissemination engines
● Knowledge management tools

FLORENCIA GUTMAN

I

t would be difficult to find
someone who disagrees with that
statement, and yet all too often it
simply isn’t the case. The success of
an analytics solution relies on the
right decision-maker receiving the
right insight in the right format at
the right time. Anything else
lessens the impact and, perhaps
more significantly, reduces the
return on investment (ROI).
While it is obvious that the
effect of analytics on business
should be clear and strong, many
organisations struggle to achieve
the desired results. The issue lies in
the balance between the mind and
the machine.
Even with the increasing
sophistication of artificial
intelligence today, I have yet to see
a tool that delivers true insight
without the help of an analyst.
I believe that combining the
perceptive power of the human
mind with the benefits of machine
automation is essential because
neither mind nor machine alone
will be able to handle the
complexities of analytics in the
future.
Don’t worry – this isn’t another
ode to big data. In fact, we have
calculated that only about 5% of all
analytics applications (called “use
cases”) involve big data. Small data
solutions can give you a great
return with a significantly lower
investment.
Whatever the size of the data
your organisation deals with,
consider how mind+machine can
improve the ROI on your analytics
use case by strictly focusing on the
four client benefits: productivity,
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INSIDER
WHAT IS THE BUSINESS
CULTURE OF LAGOS LIKE?
Odia Babby, ACMA, CGMA, a
marketing manager at Zenith
Bank, says:
Lagos, Nigeria’s business
and finance centre, means
different things to different
people and is the one place
where you can find all the
ethnic groups in Nigeria
living together.
Lagos offers a big market
with a population of about 15
million people. Most big
businesses in Nigeria
operate from or have an
office in Lagos.
The people of Lagos
generally communicate in
English, it being the official
language in Nigeria,
although there are numerous
other dialects depending on
the ethnic group.
The people are mostly
friendly, very hard working,
and resilient. Everyone in
Lagos is looking for an
opportunity to earn money,
and there is a general
preference for a very quick
profit or short payback
period.
The use of technology is
growing at a very fast pace in
Lagos, with a tech-savvy
youth. The city of Lagos has
good internet service
providers that are reliable.
A lot of transactions are
done by exchange of cash.
Currently there is a major
government initiative to

VIEW

de-emphasise cash and
create a cashless society. The
financial/banking system is
quite sophisticated, with
most of the banks’ head
offices and numerous
branches located in Lagos.
In any business dealings,
it’s important to be wary of
imposters, fraudsters, and
scammers. Background
checks are necessary to avoid
becoming a victim. The
legal/justice system can be

very slow at times. The
infrastructure in Lagos is
better than that found in
most other cities in Nigeria
but is still mostly
inadequate. The power
supply is very unreliable, so
an alternative means of
power is essential.
The major roads in Lagos
are fairly passable compared
to other cities in Nigeria.
However, road networks are
quite inadequate for the
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number of commuters in the
city, and there are no
functional rail lines. Despite
this inadequacy, Lagos is a
city always in a hurry and
mostly in a traffic jam. So
most commuters rise as
early as 4am to depart for
work that starts at 8am. The
good news is that traffic
gridlock is a major focus of
the current government
regime in Lagos, so we
expect some improvement
in this regard.
Lagos is also the hub of
shipping business activities
in Nigeria, as it has the
major ports. It is the point
where imports get
distributed to other parts of
Nigeria and where local
products are co-ordinated
for export. Lagos is easily
accessible to other parts of
the country, so there seems
to be a perpetual and
insatiable demand for goods
and services, while supply of
labour is in excess due to an
influx of youths from rural
areas. It is a place of
aspiration and a gold mine
for the brave.
WHAT TIPS ARE THERE FOR
SUCCESSFULLY DOING
BUSINESS IN LAGOS?
Abiodun Olorunnisola,
ACMA, CGMA, head of risk
management, Stanbic IBTC
Pension Managers, says:
There is need for
doggedness and persistence

THE INFORMATION / INSIDER VIEW

“LAGOS IS A PLACE OF
ASPIRATION AND A GOLD
MINE FOR THE BRAVE.”
HOW TO GET
AHEAD IN LAGOS

your own “local”
government, where you
provide your water, security,
and drainage by yourself,
thus driving up the cost of
living. Traffic in Lagos is a
nightmare, and it is the
number-one killer of
productivity. It makes people
really irritable because of the
stress. Everyone is in a hurry.
However, Lagos is also a great
place for relaxation, as many
houses of worship abound,
beaches dot the city from
Lekki/Epe to Badagry, and the
National Conservation
Foundation is another
attraction. There are also
many good restaurants,
clubs, and amusement parks
within and around Lagos.
For foreigners,
neighbourhoods like Victoria
Island, Ikoyi, Ikeja, and Lekki
are very good. Living close to
your office is the trick, but
you need to go around Lagos
to know the real Lagos.

Odia Babby, ACMA, CGMA, a marketing manager at Zenith
Bank, gives his top tips for successful business in Nigeria's
capital:
●D
 o your feasibility study very well.
●B
 uild strong leadership skills for communicating a clear
direction.
● Set
 the tone and the standard for the business (set your
dos and don’ts and enforce them).
● Choose

location depending on your target market.
●G
 et the right hires or partners (ownership concept is key).
●C
 ontrol procedures with a robust resource management
system and accounting system.
●S
 tart small, build or break out rapidly.
●H
 old regular meetings, review plans always.
● Insist on documented (written down) plans through emails
or other means and as well as the follow-up actions or

GE T T Y /MAGNUM/AL AMY

as the environment
sometimes could be very
challenging.
A company like
[Canadian telecom giant]
Globalcom was famously not
granted a mobile telephone
licence at the first attempt
but subsequently got it
through persistence. Many
successful businesses are
also running lean – for
instance, some of the big
multinationals and oil
majors do not own their
offices. Businesses that
support infrastructure
development, most
importantly in finance, will
succeed in Nigeria because
of the huge infrastructure
deficit. Banks will struggle to
finance projects because of
huge capital requirements of
recent banking regulations
worldwide.
Earning the trust of
people leads to good
business, while an expert
will always be recognised.
Foreign affiliations add
credibility to your business
because it helps tick the
boxes of expertise,
experience, and trust,
especially if you have a good
brand behind you.
WHAT IS IT LIKE TO LIVE
THERE?
Abiodun Olorunnisola says:
Living in Lagos is very
challenging. In my area of
Lagos you are effectively like
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THINKING

I

ACCOUNTING IN
AGRICULTURE

t is becoming more and
more difficult to make
sound business decisions
that support business
sustainability in the everincreasing volatile, uncertain,
complex, and ambiguous
(VUCA) environment in
which global business has to
operate, writes Alick Burger,
ACMA, CGMA, senior lecturer
in management accountancy
at North-West University,
South Africa.
This is true for the
commercial agricultural
industry globally, but

specifically in South Africa.
With dismal local and
international economic
growth, local policy
uncertainty, and global
competition – to name but a
few factors – successful South
African commercial farmers
also have to make sound
business decisions that
support biologically
sustainable farming practices.
With the global village
becoming smaller and more
complex, it is nowadays a
necessity to employ powerful
principles within any form of

business in order to navigate
successfully through all these
complex currents.
The Association of
International Certified
Professional Accountants’
Global Management
Accounting Principles
(GMAPs) provide guidance to
establish an effective
management accounting
function. GMAPs take the
combination of competent
people, clear principles, and
well-managed performance
– applied across 14 practice
areas – to formulate the
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recipe for empowering
businesses with a function
that supports decisionmaking and drives success.
The question can, however,
be asked whether GMAPs
apply to all forms of
businesses in any industry.
To establish whether
GMAPs are relevant to
commercial agriculture, a
case study was undertaken
with a commercial farming
piggery operation in South
Africa. The piggery was
operated within the simplest
of business forms – the sole
proprietor. The piggery had
successfully employed
sustainable agricultural
practices for more than 58
years, and, at the time of the
study, it was highly
mechanised with cuttingedge technologies and
practices that fully integrated
two farming activities into
one commercial operation – a
commercially sized piggery
that produced pork on a large
scale and a large dryland
maize plantation that
provided feed for the
production of pork. The
piggery produced pork with
above-average feed
effectiveness, and the farm
harvested more than ten
tonnes of maize per hectare
year after year.
Using the Association’s
diagnostic checklist for the
evaluation of the
management accounting
function of a business, it was
discovered that the piggery
had a surprisingly strong
GMAPs presence within the
business. The strong role of
management information
supporting decision-making
was found to be the most
impressive of all. At the time
of the study, the piggery
produced monthly
information that ranged from
non-financial farming
information, such as soil
content, leaf analysis, and
feed consumed for the
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production of pork, to
financial information set out
in a manner that informed
the owner of its financial
capacity and risks.
It was a resounding
testimony of the relevance of
GMAPs in an agricultural
business that had no prior
knowledge of GMAPs. This
proved that GMAPs are well
designed and can add value to
any business, in any form, in
any industry – including
agriculture in South Africa. It
came as a surprise, however,
to learn that the piggery was
unable to compete in a
market dominated by
comparatively low-priced
imported pork from countries
such as the US and by local
mega-scale pork production
operations that are better
positioned for a more
diversified supply chain. This
despite the fact that the
piggery operated using
well-researched sustainable
farming and with the
presence of GMAPs within its
operation. Most of all, it came
as a surprise because the
piggery was able to operate
for 58 years.
Could a GMAPs-oriented
management accounting
function have supported the
owner of the piggery by
providing timely insights and
strategic options before a
decision to divest was made?
Perhaps it could, if the
business had access to a
qualified CGMA who could
have provided guidance on
implementing GMAPs in a
sole proprietor commercial
farming operation. Although
it is by no means certain that
any business could survive
external VUCA factors, it
could be argued that – by
deploying GMAPs holistically
– management should have
timely access to more
strategic options that support
sound decision-making
leading to sustainable
business.

OPINION

T

THE IMPORTANCE
OF MINDFULNESS

he success of finance professionals
is often down to their core skills of
focus and attention, sound
decision-making, and good team and
client collaboration. All of these
essential capacities corrode under stress.
When efforts are made to grow new
business and develop staff, the need to
also tackle stress is often overlooked.
Stress fosters a default distracted
mind state. This scattered mind operates
on “autopilot” – an inattentive autodrive mode that reacts out of habit. For
instance, have you ever given the
impression of listening to a colleague
while your mind drifts? Chances are
your mind was ruminating on a
problem. Rumination is the mechanism
that sets the cycle of stress in motion.
Multitasking and juggling work-life
demands can set you into autopilot,
which wastes time, increases error, and
generates negative thought patterns.
Autopilot reduces sensitivity to nuances
in current experience – including the
task at hand and the subtleties of what
clients and staff are telling you.
Decision-making becomes kneejerk and
behaviour reactive.
Productivity and engagement with
key stakeholders suffer. Yet staff are
unlikely to talk to their line manager
about stress, fearing that admitting to
mental health concerns will be career
limiting. Businesses are therefore often
blind to stress levels within their
workforce.
Businesses are increasingly
investing in mindfulness training to
support (a) employee well-being, (b)
staff learning and development, and (c)
customer and staff engagement and
retention. These three spheres are
interrelated. For example, a stressed
mind will struggle to learn or interact
JUNE 2017
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well with others. A lack of skill can
contribute to stress and also internal
and external client dissatisfaction.
Ineffective relationships with
stakeholders will increase psychological
strain and obstruct staff from using their
learning to best effect.
A mindfulness intervention aimed at
staff learning and development could be
a preventive measure against stress
across the organisation while improving
the overall performance of the business
itself.
Mindfulness is a natural capacity for
full, purposeful attention to our
in-the-moment perception and can help
an individual enter the peak
effectiveness zone – sometimes known
as “flow”. This is the highly productive
state of being fully engrossed in the
activity at hand. This immersion in the
task can lead to a sense of satisfaction
and optimal performance with less risk
of burnout.
We can cultivate and hone
mindfulness skills through practice,
often taught through secular meditation,
a form of mind fitness training.
Meditating regularly is to the mind what
the gym is to the body. Meditation helps
build “muscle” to sustain a mindful state
even through difficulties. It develops
resilience and broadens the repertoire of
psychological, behavioural, and
interpersonal responses an accountant
can employ in the face of pressures.
We are all naturally gifted with
mindfulness. Just a bit of training can
draw your attention to the vast potential
of this faculty.
Sherylin Thompson is a chartered
psychologist and mindfulness teacher at the
mindfulness social enterprise The BeingWell.
www.thebeingwell.org.
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Peter McInulty, ACMA, CGMA,
has successfully transferred from
serving in the British Army’s
intelligence services to running
finance at Australia’s Rising Sun, one
of the world’s leading film special
effects companies.

Q

What made you join
the British Army, what
was your role there,
and how has this experience
benefited your career?
After studying A levels
and AAT at Mid Kent
College, I joined the
Royal Marine Reserves in late
1989, but after an injury sustained
during my Commando course I
joined the Territorial Army, initially in a reconnaissance unit
and later, after I was commis-

A

sioned, I transferred to the Intelligence Corps. I joined for
camaraderie, adventure, and the
physical and mental challenge.
I was fortunate to have served in
Europe, in the US as an exchange
officer, and for a short period in
Afghanistan.
The experience was
extremely useful for life in general, including the ability to
remain calm and being able to
function during very stressful
periods, and the ability to lead

and plan. The process of intelligence, called the intelligence
cycle – direction, collection,
process, and dissemination –
is how some elements of management accounting are
performed. The product might
be vastly different, but the
thought process is very aligned.
After 9/11, I was compulsory
mobilised to the Defence Intelligence Staff (now Defence
Intelligence), where I was one
of four strategic intelligence
officers working on Afghanistan. We acquired and provided
the most sensitive intelligence
(beyond Top Secret) to various
“customers”.
I briefed the head of Defence
Intelligence Ops, a one-star general, on a near daily basis. He
then went on to brief the prime
minister’s senior staff. It was a
very challenging environment,
and I was awarded the Vice
Chief of the Defence Staff Commendation for my work supporting three simultaneous
operations.
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Q
A

When did you study
CIMA, and how has it
helped your career?
My mentor and boss at
Meggitt Defense was an
ACMA, and he suggested that I should qualify. I
started relatively late, in my early
30s, but this didn’t adversely
affect my career. My final year
was delayed for a year due to my
mobilisation after 9/11. Qualifying has helped immensely in
my career and especially in
reaching CFO. In the UK there is
no barrier. Here in Australia it is
slightly harder, although in
Sydney CIMA is often seen in job
advertisements. In Melbourne,
less so, and in Adelaide few are
aware of it.

Q
A

What is Rising Sun?
How does it sit within
the Australian film and
media landscape?
In 2015 I joined Rising
Sun Pictures, a leading
global computer-generated visual special effects (VFX)

THE INFORMATION / Q&A

tion, China is becoming a huge
market for us. We are currently
working on several major productions, including having staff
on-set in China. This could
potentially double revenues over
the next three years. Being able
to attract quality staff remains a
challenge, but our recruitment
team work hard to attract talent
at the required levels.
VFX is very IT-driven and
data-processing heavy. In our
render farm, we have just over
7,700 CPUs and 2.4 petabytes (2.4
million gigabytes) of storage supporting 100 artists. Innovation
plays a major part of our success,
so R&D spend is high in order to
gain a competitive advantage.
Virtual reality is moving forward
rapidly, and our experience in
this area is progressing well.

Q
A

What is your current
role at Rising Sun, and
what does it entail?
As CFO I sit on the executive management
team with a focus on

finance, but have a major input
in all areas of the business.
Whilst my role is strategic, I also
manage the small finance team.
I provide support and advice to
the MD, head of sales, and head
of production. I also engage
closely with our shareholders.
I am also the executive manager of our education company,
RSP Education. Through the University of South Australia we provide post-graduate certificates in
both 2D and 3D visual effects and
a 2D course as part of a bachelor’s
degree. The whole of the film

industry is in a period of aggregation, and Porter’s five forces can
be applied to many parts of it. The
Big Six film studios have massive
leverage over the industry.
Being able to understand all
the facets of this and the other
external factors affecting the
industry, like government tax
rebates and exchange rates, is a
challenge. Being able to understand this and the effect it could
have on our business is a big focus
for me as it directly affects producing forward-looking financial information.

“CHINA IS BECOMING A
HUGE MARKET FOR US. WE
ARE CURRENTLY WORKING
ON SEVERAL MAJOR
PRODUCTIONS.”
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company working predominantly on Hollywood films but
also on TV series and commercials. It has helped create more
than 120 feature films during the
last 21 years. Our most famous
work is the Quicksilver Pentagon
kitchen scene in X-Men: Days of
Future Past, which was nominated for an Academy Award, and
the space station break-up in
Gravity. The company also
worked on five Harry Potter films,
last year’s Game of Thrones season
finale, and the mansion destruction scene in X-Men: Apocalypse.
Recently, we worked on films
such as Logan [the final Wolverine film] and have just finished xXx: Return of Xander Cage.
Our managing director, Tony
Clark, is a major force in the
industry, being a recipient of both
an Academy Award and an
Emmy. Our team also includes
an Academy Award-nominated
VFX supervisor. As a team, we
have won numerous industry
awards over the years.
Due to our geographical loca-
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LEADING
THE WAY

CIMA’s Tanya Barman explains why developing an
ethical approach is vital to organisations’ long-term
success. By Lawrie Holmes.

N

ever has an ethical approach
to business been more important. Corporate reputations
can be built or shredded
almost instantly in this age of
increased transparency, government regulation, and public scrutiny. The
corruption scandal enveloping Rolls-Royce
and the exposure of Volkswagen’s practice
of falsifying diesel emissions data are recent
examples of unethical behaviours affecting
a company’s bottom line, and the tide of public opinion seems to be forcing organisations
to urgently recognise the importance of ethical practices.
“It comes down to the level of trust in all
kinds of relationships – with the consumer
and with the employee,” explains Tanya Barman, CIMA’s associate director, ethics.
“Wherever it comes to light that a company
has bad ethics, it can undermine every single relationship the organisation has.”
Referring to the work of Professor George
Serafeim of Harvard Business School, who
says that one of the key impacts of bribery
is on staff morale, beyond any fine or regulatory action, Barman adds: “Beyond the initial fine or punishment, the company’s
performance goes down, and you have this

two-, three-, four-year lag because of the
impact internally on management time and
effort being used up, and the [negative] effect
on the current team and staff coming in.
“It also determines who may want to
work with the company, and it could result
in a weaker bargaining position in future
negotiations. In effect, the increased profits
that may be gained from corrupt or unethical behaviour are likely to be wiped out further down the line as trust is eroded.”
On that basis, is it safe to think that there
is a powerful onus on companies and other
organisations to act ethically – especially in
the current age of digital communication
and social media, which enables unhappy
customers, employees, and competitors to
reach a global audience instantly? Yes, says
Barman: “There are many more eyes watching, there is higher expectation, and the
whole impact on society is understood.”
She adds that the level of scrutiny has
been ratcheted up globally in the last five
years, on the back of the financial crisis and
concerns over sustainability.
“I don’t think there is a country or market where somebody isn’t looking at these
issues,” says Barman, who previously worked
in organisational development, advocacy,

“WHEREVER IT
COMES TO LIGHT
THAT A COMPANY
HAS BAD ETHICS, IT
CAN UNDERMINE
EVERY SINGLE
RELATIONSHIP THE
ORGANISATION HAS.”
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JOINING THE
CULTURE CLUB
The ultimate aim of companies
seeking to build a more resilient
approach against corruption and
related issues is to build an ethical
culture. Without this at the core,
many people will not trust
whistleblowing or ethical advice
hotlines, says CIMA’s Tanya Barman.
Referring to a recent survey by
the UK’s Banking Standards Board
(BSB), she says it was positive that
80% of those surveyed agreed that
their colleagues and management
were ethical. “What I also found
interesting is that the BSB survey
said a lot of people felt they could
challenge their managers – that’s a
really good sign they could speak
out,” she says, if they can.
The 2015 CGMA Managing
Responsible Business report found
that four-fifths of respondents
recognised managing ethical
performance as a specific part of
their roles, while more than threequarters said managers set a good
example of ethical behaviour. But
more than one in four agreed that
management sees those who report
concerns about unethical or
dishonest behaviour as
troublemakers.
As such there are many ways of
interpreting how well an ethical
culture is becoming embedded in an
organisation, says Barman. But she
says the good news is that people are
aware of the issues, are questioning
them, and are discussing them. It’s
also helped that the global investor
community, increasingly interested in
long-term and sustainable value
creation, has taken a keener interest
in companies’ ethical policies. “I think
it’s very positive that a large number
of investors are signed up for the
Principles for Responsible
Investment,” she adds.
“Ethics is more broadly about
doing things the right way, being open,
being transparent,” says Barman. “Do
you feel comfortable letting people
know the way you do things or the way
that things are? If not, there’s
something that’s not quite right.”
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THE NOCLAR
STANDARD
The next iteration of the CIMA/CGMA
Code of Ethics will incorporate
NOCLAR (non-compliance with laws
and regulations), an international
ethics standard for auditors and other
professional accountants due to be
effective from 15 July 2017.
It sets out a first-of-its-kind
framework to guide professional
accountants in what actions to take in
the public interest when they become
aware of a potential illegal act
committed by a client or employee.
The International Ethics Standards
Board (IESBA) of the International
Federation of Accountants (IFAC),
which has been engaged in a
consultation process with member
associations on integrating the
standard into their codes, defines
NOCLAR as: “Any act of omission or
commission, intentional or
unintentional, committed by a client or
employer, including by management or
by others working for or under the
direction of the client or employer,
which is contrary to prevailing laws or
regulations. The laws and regulations
covered, violations of which are acts of
NOCLAR, are those that directly affect
the client’s or the employing
organisation’s financial statements or
its business in a material or
fundamental way.”
IFAC says the standard will
stimulate greater accountability
among organisations and help protect
stakeholders and the general public
from substantial harm.

and management roles in commercial and
not-for-profit organisations in the UK, US,
South Africa, and Asia.
A 2014 CGMA ethics survey revealed that
ethical performance is growing in importance for leadership teams, with the reputational view of stakeholders (80%) being
cited as the biggest motivation to embed
ethical standards. The survey revealed
CGMAs believe good ethical conduct has a
payback and brings value across a variety
of areas. In order to improve standards, companies may need to collect more ethical
management information to allow assessment of the organisation’s ethical performance, such as the efficacy of relevant
policies, occurrence of breaches of policies
or codes, stakeholder opinion, and other
metrics.
Although there is demand for this
among investors, regulators, and, more
broadly, society – especially from countries
heavily involved in the supply chain such
as Zambia, Pakistan, and Sri Lanka – the
response in terms of organisations tracking such information has not always been
overwhelming. The 2015 CGMA Managing
Responsible Business survey showed that
despite growing interest in ethical information, just 36% of businesses collect and
41% report on ethical management information.
Though there are many reasons why
companies are not always able to produce
detailed information in this area, Barman
says that many companies far removed from
the public glare feel less willing to present
information. There is also the constant
churn of management teams and corporate takeovers that can undermine efforts
to develop long-term ethical programmes.
Then there is the changing nature of
corporates, with many of the most successful companies in each sector operating virJUNE 2017

26

tual structures, which potentially limits
the prospect of good governance practices.
But despite these challenges, the welter of legislation and broader societal pressures on corporates to adopt more ethical
approaches is only likely to grow. Legislation such as the 2010 UK Bribery Act, the
US Foreign Corrupt Practices Act, and an
increase in focus on prosecuting individual executives, combined with professional
codes (including the CIMA Code of Ethics,
which will incorporate the non-compliance
with laws and regulations (NOCLAR) standard in its next iteration – see box 2), will
push boards to focus carefully on how they
are seen to be addressing issues such as
preventing corruption and responding to
reports of unethical practices.
“Although there has not yet been a big
test case looking at the duty of a company
to prevent corruption resulting from the
Bribery Act, UK individual prosecutions are
beginning to be explored around a duty to
prevent,” advises Barman. “Culture is a big
part of that issue.”
While Barman acknowledges that it is
almost impossible to prevent unethical
practices occurring in the peripheries of an
organisation, she argues that the onus must
be on corporates to develop a culture that
minimises the likelihood of such behaviour and offers the means – such as a whistleblowing hotline – to be as reactive as
possible. “Companies that are most able to
track these issues and understand what’s
going on across the organisation, possibly
reflected in integrated reporting, are more
likely to be successful in the long term,”
says Barman. “That ties in with how CIMA
and the AICPA try to promote the analysis
of ethical information in organisations.”
Barman says management accountants
can play a key role in driving more ethical
practices in their organisations. They are
well placed to assess available information
and use it to gain insight into both addressing risks and creating opportunities. This
can be used to measure effectiveness of
activities and recommend action.
“Because they’re trained to deal with
data and information, management
accountants should be best placed to notice
when there are anomalies or red flags, and
find ways to challenge or find solutions to
difficult situations or find alternative
routes,” says Barman. n
Read more:
http://bit.ly/CGMAmanagingresponsiblebusiness
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“MANAGEMENT
ACCOUNTANTS
SHOULD BE BEST
PLACED TO NOTICE
WHEN THERE ARE
ANOMALIES OR RED
FLAGS.”
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FIGHTING
THE FLOOD
The battle against bribery and corruption has seen a
number of breakthroughs and setbacks in recent times.
Lawrie Holmes seeks a progress report from two seasoned
champions of corporate transparency.
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LIVING THE
BUSINESS
PRINCIPLES CODE
AT UNILEVER

Unilever launched its Code of
Business Principles in 1995 and has
24 “Code Policies” spelling out
appropriate behaviour. On its
website the company explains its
approach and how responsibility is
distributed:
To succeed requires the highest
standards of behaviour from all of
us. We want our Code of Business
Principles, related Code Policies and
third party compliance programme
to have a positive impact in day-today business: each one of us must
uphold these at all times.
Compliance with these principles
is an essential element in our
business success. The Unilever
Board is responsible for ensuring
these principles are applied
throughout Unilever.
The Chief Executive Officer is
responsible for implementing these
principles and is supported in this by
the Global Code and Policy
Committee, which is chaired by the
Chief Legal Officer.
Day-to-day responsibility is
delegated to all senior management
of the geographies, categories,
functions and operating companies.
They are responsible for
implementing these principles,
supported by local Code
Committees. Assurance of
compliance is given and monitored
each year. Compliance is subject to
review by the Board supported by
the Corporate Responsibility
Committee and for financial and
accounting issues the Audit
Committee.
Any breaches of the Code must
be reported. The Board of Unilever
will not criticise management for any
loss of business resulting from
adherence to these principles and
other mandatory policies. Provision
has been made for employees to be
able to report in confidence and no
employee will suffer as a
consequence of doing so.

R

ust never sleeps, so the
saying goes. In the same
way that the unchecked
creep of oxidation can
destroy the mightiest of
structures, a failure to
address the risk of corruption can erode trust
in the most admired of organisations. Even
highly respected firms have been caught
up in bribery scandals in recent years. It’s
almost as though, without constant vigilance both inside and outside an organisation, corruption will inevitably strike.
One of the most confounding aspects
of this issue is that so much criminality has
occurred despite the presence of anti-corruption legislation. For instance, the Bribery Act 2010 affects all firms with ties to the
UK; the Foreign Corrupt Practices Act of 1977
covers any transaction processed in US dollars; and the EU’s fourth directive on money
laundering, which came into force in 2015,
also has far-reaching powers.
Companies need to realise that their
policies and processes may still be helping
to create “a whole crate of bad apples”, rather
than enabling one bad apple to operate
undetected long enough to cause serious
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harm. So says Peter Van Veen, director of
Transparency International UK’s business
integrity programme, who argues that attributing criminal acts to a lone rogue trader
or a handful of conspirators “fails in many
cases to take into account how a complicit
management may be turning a blind eye.
There may be obvious signs, such as the tolerance of unethical behaviour – for instance,
the use of slush funds to get things done –
as long as it’s profitable.”
Van Veen also highlights industry-wide
systemic problems, citing the widespread
falsification of inter-bank interest rates in
the UK – a scandal that has been unfolding
since 2008 – as evidence of a pervasive culture of tolerance for wrongdoing that needs
to be corrected. “The incentives, which were
usually short-term ones in this case, still
encouraged widespread and long-term corruption,” he notes.
Van Veen, who has worked for Accenture, SABMiller, and Royal Dutch Shell,
believes that most organisations would benefit from taking a deep, considered approach
to corporate ethics.
“More and more companies are becoming keen to emulate role models such as
Unilever,” he says. “Its chief executive [Paul
Polman, HonFCMA] has said that doing the
right thing is the best way to ensure that
the company will be around for another 150
years.”
A firm’s ability to operate profitably and
honestly, he says, boils down to the following questions that its management team
needs to ask: “Is this a sustainable enterprise? Is our growth strategy viable in the
long term? And is our business model adaptable to changing circumstances?”
Despite the progress achieved by businesses and other high-profile organisations
in combating bribery, the rise of anonymous
shell companies has not helped the cause,

says Shauna Leven, director of anti-corruption campaigns at Global Witness, an NGO
that highlights cases of natural resource
exploitation, corruption, and human rights
abuses around the world.
“In our 25 years of undertaking investigations, the one thing we see consistently
is the use of anonymous corporate structures,” says Leven, an experienced lawyer
who has worked as an adviser to the government of Liberia. “Even with increasing
regulation to combat corruption and money-laundering, it’s so easy to skirt around
it when you can still set up a company in a
jurisdiction that allows for complete anonymity.”
The tax havens that have been willing
to host these entities have come under some
political pressure of late. Increasingly collaborative tax authorities, along with multinationals sensitive to the concerns of their
wider stakeholders, are demanding that
many such jurisdictions become more open
about their dealings.
Another problem lies in the lack of
resources devoted to law enforcement. For
instance, the total budget of the UK’s Serious Fraud Office (£53.6 million in 2016-17)
is dwarfed by the amount of illicit funds
being pushed through financial hubs such
as London’s Square Mile. The “global laundromat operation” money-laundering scandal is thought to have handled criminal
proceeds worth up to £60 billion between
2010 and 2014.
Leven believes that the broad societal
context of tackling corruption needs to be
addressed by legislators.
“Deregulation and the growing use of
deals such as deferred prosecution agreements are not incentivising companies to
take compliance seriously,” she argues,
referring to the lack of convictions secured
against those responsible for the global
financial crisis of 2007-08. “A cultural
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change is needed. An increase in regulation would help companies here. We need
increased personal liability for senior managers for compliance failures, rather than
just financial settlements funded by shareholders.”
Leven is also highly critical of co-ordinated corporate lobbying campaigns to
oppose efforts to improve transparency. But
she see signs of overall progress.
“From our perspective at Global Witness, the pace of the trend towards greater
transparency, supported by technologies
such as blockchain, has increased,” she says.
The UK has created a fully public registry
of beneficial ownership information for
companies listed or registered within its
borders, Leven says, noting that about 20
countries are following its example. Singapore, for instance, recently announced the
creation of a beneficial ownership database
that will be accessible to law enforcement
agencies.
Leven’s message is that it’s generally getting harder for corruption to go undetected
and unpunished. Jurisdictions that refuse
to act to improve corporate transparency
are starting to look out of step with the rest
of the world. n

“THE PACE OF THE
TREND TOWARDS...
TRANSPARENCY,
SUPPORTED BY
TECHNOLOGIES
SUCH AS
BLOCKCHAIN, HAS
INCREASED.”
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The global pharma industry is highly
regulated by organisations ranging
from trade bodies to government
agencies, writes David Bloomfield,
ACMA, CGMA, managing director of
Apertum Solutions and former head
of finance at AstraZeneca:
In the UK, for instance, the code
of practice devised by a trade body
representing more than 120 firms,
the Association of the British
Pharmaceutical Industry, sets
standards governing how its
members promote their medicines to
health professionals. With the critical
aim of maintaining public confidence
in the sector, the code is designed to
ensure that all firms covered by it
operate in a responsible, ethical, and
professional manner.
Key among several recent
developments to improve
transparency in the industry, a
Europe-wide initiative has since 2015
required pharmaceutical companies
to disclose details of fees and
sponsorships that they have paid to
healthcare organisations and
professionals.
When it comes to setting and
applying effective internal controls, a
strong governance model and a
cultural demand for high ethical
standards are important norms
expected of any business in this
industry. You must never take your
eye off the ball. Regular training and
events and discussions are crucial in
maintaining awareness throughout
the organisation. It’s not only about
presenting the rules; it’s also about
sharing the context and principles
behind these to help employees make
the right judgements. As a manager
at AstraZeneca, I had to create the
right environment for this to happen. I
needed to ensure that every member
of my team was aware of all the
ethical considerations – and that we
could talk openly about these to
identify any interpretations that might
be needed.
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LIVING THE
BUSINESS
PRINCIPLES CODE
AT UNILEVER

Unilever launched its Code of
Business Principles in 1995 and has
24 “Code Policies” spelling out
appropriate behaviour. On its
website the company explains its
approach and how responsibility is
distributed:
To succeed requires the highest
standards of behaviour from all of
us. We want our Code of Business
Principles, related Code Policies and
third party compliance programme
to have a positive impact in day-today business: each one of us must
uphold these at all times.
Compliance with these principles
is an essential element in our
business success. The Unilever
Board is responsible for ensuring
these principles are applied
throughout Unilever.
The Chief Executive Officer is
responsible for implementing these
principles and is supported in this by
the Global Code and Policy
Committee, which is chaired by the
Chief Legal Officer.
Day-to-day responsibility is
delegated to all senior management
of the geographies, categories,
functions and operating companies.
They are responsible for
implementing these principles,
supported by local Code
Committees. Assurance of
compliance is given and monitored
each year. Compliance is subject to
review by the Board supported by
the Corporate Responsibility
Committee and for financial and
accounting issues the Audit
Committee.
Any breaches of the Code must
be reported. The Board of Unilever
will not criticise management for any
loss of business resulting from
adherence to these principles and
other mandatory policies. Provision
has been made for employees to be
able to report in confidence and no
employee will suffer as a
consequence of doing so.

R

ust never sleeps, so the
saying goes. In the same
way that the unchecked
creep of oxidation can
destroy the mightiest of
structures, a failure to
address the risk of corruption can erode trust
in the most admired of organisations. Even
highly respected firms have been caught
up in bribery scandals in recent years. It’s
almost as though, without constant vigilance both inside and outside an organisation, corruption will inevitably strike.
One of the most confounding aspects
of this issue is that so much criminality has
occurred despite the presence of anti-corruption legislation. For instance, the Bribery Act 2010 affects all firms with ties to the
UK; the Foreign Corrupt Practices Act of 1977
covers any transaction processed in US dollars; and the EU’s fourth directive on money
laundering, which came into force in 2015,
also has far-reaching powers.
Companies need to realise that their
policies and processes may still be helping
to create “a whole crate of bad apples”, rather
than enabling one bad apple to operate
undetected long enough to cause serious
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harm. So says Peter Van Veen, director of
Transparency International UK’s business
integrity programme, who argues that attributing criminal acts to a lone rogue trader
or a handful of conspirators “fails in many
cases to take into account how a complicit
management may be turning a blind eye.
There may be obvious signs, such as the tolerance of unethical behaviour – for instance,
the use of slush funds to get things done –
as long as it’s profitable.”
Van Veen also highlights industry-wide
systemic problems, citing the widespread
falsification of inter-bank interest rates in
the UK – a scandal that has been unfolding
since 2008 – as evidence of a pervasive culture of tolerance for wrongdoing that needs
to be corrected. “The incentives, which were
usually short-term ones in this case, still
encouraged widespread and long-term corruption,” he notes.
Van Veen, who has worked for Accenture, SABMiller, and Royal Dutch Shell,
believes that most organisations would benefit from taking a deep, considered approach
to corporate ethics.
“More and more companies are becoming keen to emulate role models such as
Unilever,” he says. “Its chief executive [Paul
Polman, HonFCMA] has said that doing the
right thing is the best way to ensure that
the company will be around for another 150
years.”
A firm’s ability to operate profitably and
honestly, he says, boils down to the following questions that its management team
needs to ask: “Is this a sustainable enterprise? Is our growth strategy viable in the
long term? And is our business model adaptable to changing circumstances?”
Despite the progress achieved by businesses and other high-profile organisations
in combating bribery, the rise of anonymous
shell companies has not helped the cause,

says Shauna Leven, director of anti-corruption campaigns at Global Witness, an NGO
that highlights cases of natural resource
exploitation, corruption, and human rights
abuses around the world.
“In our 25 years of undertaking investigations, the one thing we see consistently
is the use of anonymous corporate structures,” says Leven, an experienced lawyer
who has worked as an adviser to the government of Liberia. “Even with increasing
regulation to combat corruption and money-laundering, it’s so easy to skirt around
it when you can still set up a company in a
jurisdiction that allows for complete anonymity.”
The tax havens that have been willing
to host these entities have come under some
political pressure of late. Increasingly collaborative tax authorities, along with multinationals sensitive to the concerns of their
wider stakeholders, are demanding that
many such jurisdictions become more open
about their dealings.
Another problem lies in the lack of
resources devoted to law enforcement. For
instance, the total budget of the UK’s Serious Fraud Office (£53.6 million in 2016-17)
is dwarfed by the amount of illicit funds
being pushed through financial hubs such
as London’s Square Mile. The “global laundromat operation” money-laundering scandal is thought to have handled criminal
proceeds worth up to £60 billion between
2010 and 2014.
Leven believes that the broad societal
context of tackling corruption needs to be
addressed by legislators.
“Deregulation and the growing use of
deals such as deferred prosecution agreements are not incentivising companies to
take compliance seriously,” she argues,
referring to the lack of convictions secured
against those responsible for the global
financial crisis of 2007-08. “A cultural
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change is needed. An increase in regulation would help companies here. We need
increased personal liability for senior managers for compliance failures, rather than
just financial settlements funded by shareholders.”
Leven is also highly critical of co-ordinated corporate lobbying campaigns to
oppose efforts to improve transparency. But
she see signs of overall progress.
“From our perspective at Global Witness, the pace of the trend towards greater
transparency, supported by technologies
such as blockchain, has increased,” she says.
The UK has created a fully public registry
of beneficial ownership information for
companies listed or registered within its
borders, Leven says, noting that about 20
countries are following its example. Singapore, for instance, recently announced the
creation of a beneficial ownership database
that will be accessible to law enforcement
agencies.
Leven’s message is that it’s generally getting harder for corruption to go undetected
and unpunished. Jurisdictions that refuse
to act to improve corporate transparency
are starting to look out of step with the rest
of the world. n
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The global pharma industry is highly
regulated by organisations ranging
from trade bodies to government
agencies, writes David Bloomfield,
ACMA, CGMA, managing director of
Apertum Solutions and former head
of finance at AstraZeneca:
In the UK, for instance, the code
of practice devised by a trade body
representing more than 120 firms,
the Association of the British
Pharmaceutical Industry, sets
standards governing how its
members promote their medicines to
health professionals. With the critical
aim of maintaining public confidence
in the sector, the code is designed to
ensure that all firms covered by it
operate in a responsible, ethical, and
professional manner.
Key among several recent
developments to improve
transparency in the industry, a
Europe-wide initiative has since 2015
required pharmaceutical companies
to disclose details of fees and
sponsorships that they have paid to
healthcare organisations and
professionals.
When it comes to setting and
applying effective internal controls, a
strong governance model and a
cultural demand for high ethical
standards are important norms
expected of any business in this
industry. You must never take your
eye off the ball. Regular training and
events and discussions are crucial in
maintaining awareness throughout
the organisation. It’s not only about
presenting the rules; it’s also about
sharing the context and principles
behind these to help employees make
the right judgements. As a manager
at AstraZeneca, I had to create the
right environment for this to happen. I
needed to ensure that every member
of my team was aware of all the
ethical considerations – and that we
could talk openly about these to
identify any interpretations that might
be needed.

TOMMY PARKER /SYNERGY ART

DEEP DIVE

DEEP DIVE

10
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AMOUNT PAID TO SETTLE US FOREIGN CORRUPT PRACTICES ACT (FCPA) CORRUPTION CASES, 2008-16
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The willingness of authorities
around the world to tackle
corrupt business practices has
been stepped up in recent years,
thanks to a number of highprofile cases.
The US has led the way in
tackling corruption head on,
with 2016 seeing $2.48 billion
paid to settle corruption cases

– the highest amount paid in one
year on record.
And 2017 will top it, with the
$3.5 billion penalty agreed by
Brazilian firms Odebrecht and
Braskem in the “Operation Car
Wash” case that investigated
kickbacks at Brazilian energy
giant Petrobas, dwarfing all
previous settlements.

BREAKDOWN OF WORLDWIDE BRIBERY CASES BY SECTOR, 1999-2014
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TAKING
A STAND
Campaigners for ethical business in Asia and
Africa tell Lawrie Holmes how they are faring
in their fight against fraud.

A

rguably one of the most
extraordinary corporate
scandals in recent memory
involved one of Japan’s bestknown businesses, the
Olympus Corporation.
In 2011, Michael Woodford, then its
newly installed CEO, was ousted after 30
years with the company. But he fought back,
alleging that he was sacked because he’d
been asking awkward questions about a
series of costly acquisitions completed

before his appointment. He was especially
concerned by the company’s $2.2 billion
takeover of medical equipment supplier
Gyrus Group in 2008. Olympus had paid an
adviser $687 million for his services on this
deal, compared with a typical fee of 1% of
the purchase price. Woodford also focused
on three other acquisitions that year – of
industrial waste company Altis, cosmetics
firm Humalobo, and kitchenware manufacturer News Chef – which all saw massive
write-downs in the following year.

“THE KEY THING IS
THAT THE DATA
NEEDS TO BE
LEGITIMATE AND
ACCURATE, BECAUSE
ONLY THEN CAN
EXTERNAL AUDITS
BE ROBUST.”
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At first, chairman Tsuyoshi Kikukawa
and other members of the executive team
denied that anything was wrong. As the
evidence mounted and Woodford’s allegations of wrongdoing became impossible to
refute, Olympus admitted that these excessive payments were “inappropriate” and
had been designed to cover up huge losses
it had incurred on failed investments dating
to the 1990s.
Kikukawa quit and more board resignations followed. In 2013, three former

Michael Woodford: “External
audit has to be done in a
very rigorous way.”

XXXXXXXXXX / XXXXXXXX XXXXXXX

directors, including Kikukawa, were handed
suspended jail terms for their roles in the
scandal and Olympus was fined $7 million.
Cultural problems
Looking back, Woodford attributes the
scandal partly to a cultural problem affecting
the company and various elements of the
corporate and financial establishment,
including Olympus’s largest Japanese shareholder, which had avoided confronting the
board. He believes that the finance function
can, by installing more robust processes,
significantly reduce the likelihood that a
scandal of this type will occur again.
“External audit has to be done in a very
rigorous way,” Woodford says. “The big
accountancy firms all have forensic
branches, so you could bring in an element
of that. It would not be difficult for external
auditors to add a forensic fraud-prevention
element to their work, although that would
involve going down to a micro level where
they would check transactions in a much
more complex and detailed way than they
currently do. If we’d have to pay them more
money for that, it would be well worth it.”
Skilled financial professionals inside
an organisation can, he believes, “do a lot
of good by auditing subsidiaries in jurisdictions where corruption is endemic”, but
he adds that management accountants’
ability to produce authoritative information
may have the greatest impact in the fight
against fraud.
“The key thing is that the data needs to
be legitimate and accurate, because only
then can external audits be robust,”
Woodford stresses.
There are, of course, plenty of firms in
Asia that consider ethical behaviour to be
an essential part of their identity. Ishaat
Hussain is a board member of Tata Sons,
one of the leading companies in a conglomerate that has been one of Asia’s most
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successful businesses for nearly 150 years.
He says that one of the group’s “core values
is integrity – being fair, honest, transparent,
and ethical in our conduct. Simply put, it
defines the way we do business.”
Tata has a formal code of conduct that
serves as an ethical guide for all companies
and employees in the group. “To my mind,
ensuring that a business and its employees
remain committed to creating value over
the long term would be difficult in the
absence of a strong set of ethical principles
to guide their behaviour,” says Hussain, who
was also recently interim chairman of Tata
Consultancy Services, the group’s leading
IT company.
South Africa’s stand against bribery
In 2015, eight professional bodies with a
shared concern about the increasing level
of corruption in South Africa created the
Anti-Intimidation and Ethical Practices
Forum. One of this body’s main aims is to
advise potential whistle-blowers of the
correct procedures and the remedies available to them if they are threatened for
exposing malpractice. Its members also
work together to strengthen ethical stand-

“THE CRITICAL
QUESTION IS: ‘HOW
HAS THE COMPANY
MADE ITS MONEY?’”
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THE DRIVE TO
PROMOTE
ETHICAL
COMMERCE IN
SOUTH EAST ASIA
The Association of Southeast Asian
Nations (ASEAN) was formed in
1967 by Indonesia, Malaysia, the
Philippines, Singapore, and
Thailand to aid cross-border
co-operation and promote political
stability, economic development,
and social cohesion throughout the
region.
Since then it has welcomed
five more members: Brunei,
Cambodia, Laos, Myanmar, and
Vietnam.
The ASEAN CSR Network was
established in 2011 as a business
community to promote responsible
commercial practice in the member
states.
In a concerted effort to promote
sustainable development, the
network has established an
education scheme equipping “the
next generation of ambassadors for
responsible business” to tackle
endemic problems in the region,
including corruption, poverty,
environmental degradation, and
human rights abuses.
In its inaugural year, this
fellowship programme selected 16
high-potential students – ranging
from CSR managers in
multinational corporations to
environmental activists at NGOs –
from eight of the ten ASEAN
member states to go on a series of
fact-finding tours, meeting
business leaders, government
officials, academics, and other
influential individuals in four
countries at varying stages of
economic development.
Sponsored partly by the
National Youth Council of Singapore
and the government of Sweden,
they visited Singapore in January
and Indonesia in April, with trips to
Myanmar and the Philippines
scheduled for July and November.
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Mervyn King: “The world is at a tipping
point .”

ards and lobby for greater legal protections
for whistle-blowers. A key aspect of its work
is a national survey of citizens to gain a
better understanding of the common bribery
situations that South Africans face, their
beliefs about corruption, and the socioeconomic factors that influence it. The
figures on bribery are poor, but they are
improving fast. Nearly half of the respondents to the 2016 survey said that it was
possible for them to get through a normal
day without having to bribe someone,
compared with barely a quarter in 2015.
One of the leading exponents of ethical
practice at a corporate level in South Africa
is Mervyn King, HonFCMA, chairman of the
International Integrated Reporting Council.
He has written a series of globally influential reports on corporate governance. All
companies listed on the Johannesburg Stock
Exchange are required to comply with the
principles he has established.
“The world is at a tipping point because
of growing concerns such as poverty, wealth
inequality, climate change, drought, famine,
and species extinction,” King says.
“It is no longer appropriate for businesses to concern themselves solely with
maximising their profits, especially where
that would adversely affect their workers,
suppliers, local communities, and the
natural environment. We used to ask: ‘How
much money does the company make?’
Today the critical question is: ‘How has the
company made its money – and what
impacts has it had on the junction of the
economy, society, and the environment in
doing so?’”
He adds that a company’s total value
“depends on its strategy and business model
– how it’s ameliorating negative impacts
and enhancing the positive ones. Only by
recognising this factor can you make a truly
informed assessment about the value it will
create in the longer term.” n
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Once seen as an investment
fad, ethical investing
has grown exponentially
in recent years and is
now driving the broader
sustainability agenda,
writes Peter Williams.
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thical investing isn’t what
it used to be. Gone are the
days of just avoiding “sin”
companies who flogged
tobacco, firearms, alcohol,
or gambling. While screening of those products may
remain in place, ethical
investing is broadening to consider the
wider sustainability agenda. Now looking
at environmental, social, and corporate
governance issues, there is specifically a
much greater interest in the effects of using
fossil fuels, driven by concerns over climate

change, and also a demand for greater transparency about portfolio holdings.
It’s not just what you do, it’s how you
do it. Networking group Principles for
Responsible Investment (PRI) explains: “The
PRI does not use the term ‘ethical investment’ as this implies some kind of moral
judgement. We talk instead about ‘sustainable investing’. A long-term investment
strategy that takes into account environmental, social, and governance (ESG) factors
is the most sensible way to ensure stable,
steady returns and ensure the long-term
health of financial markets. It’s very important for us to make this distinction.”
Sustainable investing is playing an
increasingly important role in capital markets. At the end of March 2017, the Global
Sustainable Investment Alliance (GSIA)
published its review for 2016, which looks
at sustainable investment strategies (SIS)
across the globe.
The biennial research – which defines
sustainable investing as the incorporation
of ESG factors into the investment process
– provides data points, insights, analysis,
and examples of the shape of sustainable
investing worldwide.
The latest results show that in nearly
every market represented in the report,
sustainable investing grew in both absolute
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and relative terms since the beginning of
2014.
At the start of 2016, global sustainable,
responsible, and impact (SRI) investment
assets reached $22.89 trillion (£18.54 trillion), a 25% increase from 2014. Europe
accounts for more than half the global SRI
assets (53%), and the US 38%. The fastestgrowing region is Japan – due in part to an
expanded survey that provides information
for the first time on the sustainable investing activities of numerous institutional
asset owners – followed by Australia/New
Zealand (see table). Total assets under management (AUM) worldwide is $71.4 trillion
(£57.8 trillion), so overall, SRI represents
about a third. In Europe and Australia, that
figure climbs to 50%.
Increasingly, interest in sustainable
investment is not just for the professionals. The report says that while institutional
investors still dominate the SRI market, with
pension funds often comprising the largest percentage of institutional SRI assets,
interest by retail investors is growing. The
relative proportion of retail SRI investments
in Canada, Europe, and the United States
increased from 13% in 2014 to 26% at the
start of 2016. Abdallah Nauphal, CEO of
Insight Investment, which is a signatory to
PRI and had £523 billion under management

“[THERE IS AN]...
INCREASING
APPETITE AMONG
INVESTORS TO USE
MORE OF THE TOOLS
AT THEIR DISPOSAL
AS ACTIVE
INVESTORS.”
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Global sustainable investment assets (from Global Sustainable Investment Alliance’s (GSIA) biennial
Global Sustainable Investment Review 2016).
REGION

2014 $
BILLION

2016 $
BILLION

GROWTH OVER
PERIOD (%)

COMPOUND ANNUAL
GROWTH RATE (%)

Europe

10,775

12,040

11.7

5.7

US

6,572

8,723

32.7

15.2

Canada

729

1,086

49.0

22.0

Australia/New Zealand

148

516

247.5

86.4

Asia ex Japan

45

52

15.7

7.6

Japan

7

474

6689.6

724.0

18,276

22,891

25.2

11.9

Total

Note: Asia ex Japan 2014 assets exchange rate as at year end 2013.
All other assets (2014 and 2016) exchange rate as at year end 2015.
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INSTITUTIONAL INVESTORS AND THEIR CLIENTS
TAKE NOTE OF ESG/NON-FINANCIAL ISSUES

60

31

57

31

15

58

27

15

17

VERY
IMPORTANT

IMPORTANT

60

25

41

42

SUSTAINABLE
INVESTMENT

NOT
IMPORTANT

My personal values

35

12

Return on investment in ESG activities

57

9

Evidence of lower risk from ESG investments

8

Evidence of improved future valuation from ESG investments

How important are each of the following nonfinancial issues to you as an investor? Source: EY.

Client demand for more information

tobacco manufacturer, is it OK to include a
company, such as a supermarket, that sells
them? Similarly, if an investor does not want
to invest in gambling companies, does this
include television companies that allow
them to advertise on commercial breaks?”
This is one area where developments
look likely over the next few years. There is
academic evidence that, for instance, SRI
hedge funds do outperform non-SRI hedge
funds (honors.libraries.psu.edu/files/final_
submissions/3293). But it also depends on
what you mean by performance. Traditional
financial returns will not capture ESG factors such as paying workers in the business
and the supply chain a living wage, nor how
the business protects the environment.
Whatever the questions over returns,
the global growth in sustainable investing
demonstrates the increasing demand
among investors – both institutional and
retail – for greater disclosure and consideration of ESG issues. GSIA says consideration of fiduciary duty is becoming an
important driver for sustainable investing,
indicating that SRI is becoming more
accepted by a wider audience than in years
past.
Concern over climate change has also
been a driving force, particularly in the wake
of the Paris Agreement, which was adopted
by 195 countries in 2015. New green financing products have appeared, and climate-aligned bonds are continuing to show
strong demand. New markets such as China
are contributing to this rise.
Pension funds around the world are
demonstrating that they view sustainable
investing as critical to long-term investing
and risk mitigation. Key investors such as
superannuation funds and pension funds
are increasingly requesting ESG integration
in their investments, and many are becoming signatories to the PRI. Right now it seems
an unstoppable movement. n

Good corporate citizenship — issuers’ policy on business ethics

at the end of 2016, says: “We engage with
companies on ESG factors where they are
material for our investments. We also work
with our clients, other investors, and policymakers to support wider efforts focused
on ensuring that financial markets are stable and effectively governed, and to encourage transparency and resilience across wider
social, environmental, and economic risks.”
And investors are now deploying multiple strategies as SRI matures. Simon O’Connor, CEO of Responsible Investment
Association Australasia, says: “What we are
seeing beside this growth of funds managed responsibly is increasing appetite
among investors to use more of the tools
at their disposal as active investors and stewards of capital. A lot of markets are seeing
an uptake and sharpening of corporate
engagement. Many ESG resolutions are
being put up at large multinational companies, and we’re seeing collaboration
among investors on ESG issues.” This
includes shareholders engaging on climate
change risk and pressuring corporates to
reduce greenhouse gas emissions, and companies being “called out” if they lobby for
weaker climate regulations.
Investors may want to be careful how
and where they invest, but that does not
mean they want to sacrifice returns. Insight
Investment, part of BNY Mellon, carried out
research in autumn 2016 into how screening – excluding certain sectors such as
fossil fuels – affected common investment-grade and high-yield income portfolios. It found that broad ethical screens are
likely to have a minimal impact on performance, but more focused screens could have
a larger impact.
Joshua Kendall, ESG analyst at Insight
Investment, says: “The major challenge we
face relates to the interpretation of clients’
exclusion lists. For example, if an investor
doesn’t want to make investments in a

● Negative/exclusionary screening:
Funds, companies, or portfolios are
excluded based on ESG factors.
● Positive/best-in-class screening:
Sectors or companies are selected
on the basis of positive ESG
performance relative to peers.
● Norms-based screening:
Investments are screened against
standards of business practice.
● ESG integration: Where investment
managers systematically and
explicitly include ESG factors into
financial analysis.
● Sustainability themed investing:
Investments are specifically related
to sustainability such as clean
energy, green technology, and
sustainable agriculture.
● Impact/continuity investing:
Investing to solve social or
environmental problems could
include community investing or
financing businesses with a social/
environmental purpose.
● Corporate engagement and
shareholder action: Using
shareholder power to influence
corporate behaviour including direct
communication with boards and
senior management, filing
shareholder proposals, and voting
guided by ESG factors.
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S

teve Waygood says
responsible investing
has come a long way in
just a few years. As a key
player in the movement
seeking to make the trillions of pounds invested
in assets globally influence corporate behaviour to become more
sustainable and socially useful, he believes
the numbers speak volumes.
The chief responsible investment
officer of Aviva Investors, the investment
arm of one of the UK’s largest insurers, says
around 1,500 financial institutions with
$60 trillion of assets under management
are claiming to be integrating environmental, social, and governance (ESG)
considerations into their investment
processes.
Responsible investment, which has its
roots in the 1960s, is about engaging with
companies in all sectors and persuading
them to become more socially useful and
sustainable.
Waygood has been a leading light in
this movement. He reports that there has
been a “paradigm shift” over the past
decade in the investment community’s

SEARCHING
FOR THE
GOOD WAY

The responsible investment movement has made
huge strides in recent years, but there is still much to
do. Lawrie Holmes talks to an institutional investor
who has been instrumental in its progress to date.

“WE WANT
FINANCIALLY
LITERATE CLIENTS
TO HOLD ALL FUND
MANAGERS TO
ACCOUNT.”
JUNE 2017
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able investment,” says Waygood, who also
lectures on sustainable finance at the
University of Cambridge. “The mechanisms
we need for this include public benchmarks, developed with input from experts
and a range of stakeholders, that would
produce league tables. It’s through league
tables that you’ll encourage a race to the
top.”

“desire to become a good owner of companies and challenge poor ESG performance”.
Waygood served as an expert adviser
to Principles for Responsible Investment
(PRI), an initiative that began in 2005 when
Kofi Annan, then the secretary-general of
the United Nations, invited some of the
world’s largest institutional investors to
devise globally applicable guidance aimed
at aligning their activities more closely
with society’s broader objectives. This
resulted in the publication of six principles
(see panel) at the New York Stock Exchange
a year later.
Waygood believes that the campaign
has surpassed most of its founders’ aims,
especially those embodied in principle
four, which he describes as “the viral
marketing principle, where signing up
encourages others to do so”. Given that the
principles set no absolute performance
targets, he says, the development of a set
of standards would add legitimacy to the
movement, enabling the signatories to
show that they aren’t simply paying lip
service to it.
“We want financially literate clients to
hold all fund managers to account for
delivering a credible approach to sustain-

Warming to the task
Climate change is an issue that exemplifies
how an insurer such as Aviva approaches
responsible investment. “I think it’s
uncommon to have a CEO in an insurance
company who doesn’t recognise that their
actuarial assumptions must reflect climate
risks, which are now part of the dashboard
they need to manage,” Waygood says.
“There are certain products they don’t
wish to offer because the climate risks are
too great. It’s not quite standard practice
yet, but many have realised that it’s through
their investment portfolios that they’re
compounding such risks. If we take our
premiums and invest these in fossil-fuel
companies, for instance, we’re exacerbating
climate risks, which then come back to
harm our business model.”
“Demand is increasing for a climatesavvy approach to investment. That could
result in an enormous amount of capital
flying into the technology needed to realise
the UN’s 2015 Paris Agreement to reduce
climate change,” he says, noting that sovereign wealth funds such as those of Norway,
Saudi Arabia, and Singapore have been
“integrating ESG into their portfolios and
the mandates they put out into the market”.
Aviva publishes an annual review of
its interactions with companies in which
it invests. In 2015, for instance, Aviva had
1,094 engagements with companies in
which it invests on ESG issues. This
resulted in 238 cases of substantive
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dialogue, which contributed to more than
600 changes affecting practice in corporate
responsibility and governance at companies in which Aviva invests.
“Through engagement we’ve got
hundreds of companies to look at their
remuneration structure, put more women
on boards, pay the living wage, publish
greenhouse emissions data, and so on,”
Waygood notes. “At [annual general
meeting] votes, where we’re approaching
50,000 resolutions each year, we’re highlighting issues ranging from diversity and
cyber-security to share buy-backs and the
role of the chairman.”

HUMAN RIGHTS
METRICS

Aviva has led the way in formulating an
ethical investment strategy, explains
Steve Waygood, the company’s chief
responsible investment officer.
“Aviva first developed a
methodology for ranking human rights
in various sectors and then built a
coalition of various institutions. We
consulted 500 organisations – including
investors, NGOs, and think-tanks
focused on business and human rights
– which gave us 1,500 separate
comments.
“Based on this feedback, we
updated the methodology and built a
document to show how it rates [98 of
the largest publicly traded companies
in the world] on their performance.
“You can look at the scores of
Marks and Spencer, McDonald’s, and
Macy’s, say, and see why we gave them
those scores. Companies can
determine why they did well, or badly,
through understanding how they apply
governance or enact policy. This shows
them how much they could have done
and, therefore, where there are
opportunities for improvement.”
The Corporate Human Rights
Benchmark can be found at
corporatebenchmark.org.

A revolution in sustainability
Despite such achievements, Waygood
thinks that a lot more can and should be
done to achieve real progress. “While we’ve
seen a revolution in sustainability reporting
and corporate transparency generally, an
expected revolution in accountability,
resulting in better performance, hasn’t
happened,” he says. “Research houses rank
companies privately on their sustainability
performance. We need to share some of
their methods and results freely with the
people whose money is at stake.”
Waygood has been among a number
of industry representatives to have
approached the governments of Denmark,
the Netherlands, Switzerland, and the UK
about funding a world benchmarking
alliance that intends to start ranking the
world’s biggest companies in a league table
on how they approach issues such as
sustainability.
The alliance plans to start the benchmarking initiative by the end of the year,
he explains. “We have an opportunity to
democratise big data concerning ESG issues
that can be transformative for the companies we invest in, the wider economy, and
society as a whole.” n

PRINCIPLES FOR
RESPONSIBLE
INVESTMENT

All signatories have pledged to:
● Incorporate ESG issues into their
investment analysis and decisionmaking processes.
● Be active owners and incorporate
ESG issues into their ownership policies
and practices.
● Seek appropriate disclosure on ESG
issues by the entities in which they
invest.
● Promote acceptance and
implementation of the principles within
the investment industry.
● Work together to enhance their
effectiveness in implementing the
principles.
● Report on their activities and progress
towards implementing the principles.

“WE’VE GOT
HUNDREDS OF
COMPANIES TO LOOK
AT THEIR
REMUNERATION
STRUCTURE [AND]
PUT MORE WOMEN
ON BOARDS.”
JUNE 2017
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JOHN ANGERSON
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PHILIPPA FOSTER BACK,
DIRECTOR, INSTITUTE OF
BUSINESS ETHICS
“Profit becomes legitimate
when it is earned through the
delivery of real value.”

W

ith the election of President Donald Trump in the US, and the UK
vote for Brexit, many voters appear
to have turned against the establishment.
There is a sense that much of what has driven
social and economic policy in the past decades has been the interests of a narrow, privileged few. On both sides of the Atlantic, living
standards have stagnated and many feel globalisation has brought few benefits to them.
They struggle to obtain security for themselves
and their families in key areas like housing,
health, and education.
All of this comes at a time of rapid change,
with the development of artificial intelligence
and the rise of the Asian and African economies. Outsourcing has changed the nature of
the workplace and made employment more
temporary. Many individuals have more than
one employment relationship or work as subcontractors, making them distant from their
employer. The corporate sector has a large
stake in the challenge of helping society
address these issues, partly because it is itself
bound up with the forces that are driving
change, but also because social and political
stability are key to its long-term success.
Institute of Business Ethics (IBE) surveys
of public opinion show that the way larger

businesses handle remuneration and their
tax affairs are a major source of public disenchantment. There are many examples where
companies were overly focused on short-term
profit and failed to deliver value to their customers. Scandals around remuneration, taxation, and cheating in the money markets, or
as with Volkswagen on diesel emissions,
reveal practices that are unacceptable.
But these scandals are not the cause of
the problem; they are symptoms of deeper
cultural issues. Profit becomes legitimate
when it is earned through the delivery of real
value and the genuine assumption of real
risk. It is not legitimate when it is achieved
by extracting value from the very customers
it purports to serve. A new approach to business leadership based on consensus building, the ability to embed values, and
connecting business to society is needed.

64%

of survey respondents
reported that senior leaders
in their organisation are
very engaged on ethics.
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Leaders who see themselves as individual
superstars will not be able to deal easily with
this. We need to look for new models – leaders who are connected with their employees and society and use this talent to facilitate
good and sustainable results. We need to
redefine successful leadership as engaged
with ethical values, less iconic, and imbued
with strength of character.
Business needs to do more to rebuild
trust and secure its place in society. Corporate culture needs to be based on principles
of positive behaviour that are consistently
applied. While the tone from the top is critical, companies and boards need to devote
time and effort in ensuring that the values
they have espoused are properly embedded
throughout the organisation. Scandals do
not necessarily originate at the top of the
business, but business leaders are always
responsible for the framework that allows
them to occur.
The good news is that boards are responding to this, as IBE’s recent survey of ethics
programmes illustrates. Almost two-thirds
of respondents (64%) say that the senior leaders in their organisation are very engaged
on ethics, while another 28% report some
level of engagement on ethics by senior leadership. The engagement of senior leaders is
mirrored by the focus placed on ethics, values, and culture at the board level, with 86%
of respondents stating that these are regular items discussed in board meetings and
a third reporting that this happens at least
once a year. By adopting a transparent
approach to corporate reporting, boards send
a message that ethical issues really matter.
However, reporting on business ethics
need not be limited to addressing issues of
misconduct. In addition to the tone at the
top, performance metrics on issues such as
customer complaints, staff turnover rates,
results of staff surveys – especially responses
related to employees’ perceptions of workplace values and culture, staff morale, and
stakeholder engagement – could be recorded.
Presenting these elements in an integrated manner reinforces how the business
is run and how ethics influences the overall picture of the business, its strategy, performance, and future prospects. The
challenge for business leaders is to develop
a culture that takes their organisation beyond
mere compliance with regulation.
Companies wishing to thrive in the
longer term need a sense of purpose and a
set of values that are aligned with society
and the more demanding expectations of
the public. n
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key
Points
1
KNOW YOUR
AUDIENCE AND
CUSTOMISE YOUR
APPROACH
To make a good
connection and
get your message
across, determine
who your audience
are and how best
to address them.
I try to match my
communication
style with that of
the person I’m
dealing with. Some
people are happy
to receive an email,
for instance, while
others prefer faceto-face contact.

Communication dividend
Your ability to build and perfect a rapport with any audience requires
constant practice, as Michelle Gasson, ACMA, CGMA, explains.

A

s more and more of the traditional tasks of the
finance function are automated, a management
accountant’s ability to communicate effectively
with all parts of their organisation and its wider stakeholders is becoming a crucial selling point. So says
Michelle Gasson, senior finance business partner at a
UK-based business developing treatments for neurological disorders.
Having honed her interpersonal skills at a range
of organisations in the healthcare field – from a pharmaceutical giant to a charity supporting people with
learning disabilities – Gasson has become a consummate communicator. She qualified with CIMA while
working as an assistant management accountant at
a National Health Service hospital in Huntingdon,
Cambridgeshire (see panel, right), but it was when she
joined Mencap as a financial analyst in 2010 that her
ability to influence others was really tested.
When Gasson joined the learning disability charity,
substantial funding cuts had just been announced,

2
MIRROR, MIRROR
Asking questions
and repeating the
other person’s last
few words shows
you’re interested
in their views and
helps to avert any
misunderstanding.

3
KEEP ON
KEEPING ON
Always look for
opportunities to
hone your softer
skills. If you don’t
get it quite right
the first time, don’t
worry, but be sure
to learn from
your mistakes.
A small gain in
one area can make
a big overall
improvement
in how you
communicate.
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GOOD BEDSIDE MANNER
In any organisation there is always room for
improvement, which is why communication is
such a key skill for management accountants,
writes Michelle Gasson. Department heads
need to be steered in the right direction if they
are to distinguish essential costs from those
that could be eliminated.
Working in a hospital really helped me to
develop my powers of persuasion. I spent a
lot of time with the budget-holders, stressing
how important it was for them not to overspend.
Explaining the principles of budgeting tactfully
to non-financial managers was quite a steep
learning curve for me, but I found the whole
experience both interesting and worthwhile.
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“which presented challenges. We had the task of
explaining to all departments how we could perform
better with less,” she recalls.
Gasson’s current employer is another financially
constrained enterprise. This 25-person R&D unit in
Cambridge is owned by Cerevance, a US firm newly
established by venture capitalist Lightstone Ventures
and Japanese pharma group Takeda with an investment
of $36 million (£29 million). Despite such generous
start-up funding, her organisation, which develops
drugs to treat Parkinson’s disease, amyotrophic lateral
sclerosis, and addictions, is on a tight rein.
“Our parent company has a significant amount of
cash, but we’re expected to stick to our budget and
provide value for money,” says Gasson, who believes
that making a conscious effort to build a rapport with
all of her colleagues pays off whenever she has to
remind them of this need. “It’s all about working out
what sorts of people you are connecting with by really
getting to know them, often on a personal level.”

A PERMANENT FACT-FINDING MISSION
Keeping a lid on costs
is a challenge in most
start-up enterprises –
and mine is certainly
no exception, writes
Michelle Gasson. Many
of the people in our
little R&D unit have
come from large
pharmaceutical firms,
so I need to stress to
them how important it
is to spend wisely.
In my effort to
maintain cost control,
I’m working closely
with project leaders.
I’m immersing myself
in what they do, looking
at their budgets and
working out what
needs to be allocated
towards each project.
There are various
stages in the R&D
process where you can
tell if a given project is
viable. Unlike big
pharmaceutical firms,
which often have
generous budgets, my
organisation has to
make decisions earlier
about whether to
proceed or not. To keep

JUNE 2017

53

abreast of how our
projects are faring,
I hold regular meetings
with our scientists,
which I find very
interesting. In due
course, I’ll be requiring
more information from
them about what each
project has achieved
so far. I need to
develop more of an
understanding of the
science, which means
that I’ll be asking a lot
more questions.
Our American
parent requires a
regular stream of
financial data from me,
and I’ll also need to
supply figures for the
investors. I’m working
with our CFO in the
US to gain an
understanding of the
company’s precise
needs, so there’s a lot
of work still to be done.
Undoubtedly, I’ll be
making constant
adjustments over the
next few months to be
able to provide the
requisite information.

READ ON

BODY LANGUAGE:
HOW TO READ
OTHERS AND
COMMUNICATE
WITH CONFIDENCE
by
Elizabeth Kuhnke,
Capstone, 2016.

PERSUADE:
USING THE
SEVEN DRIVERS
OF MOTIVATION
TO MASTER
INFLUENCE AND
PERSUASION

by
Philip Hesketh,
Capstone, 2015.
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Every picture tells a story

key
Points
1
JUST SAY “YES”
As a management
accountant with
an enquiring
mind, you should
accept every
new challenge
that comes your
way at work, even
those that you
know will push
you beyond your
comfort zone.
You’ll inevitably
make mistakes as
you feel your way
in an unfamiliar
territory, but every
experience, good
or bad, should be
seen as a learning
opportunity.

2
LOSE THE
TECHNO FEAR
The ability to
analyse data
and present it
as meaningful
information for
decision-makers
is a core financial
management
skill, yet many
accountants don’t
have a good grasp
of the software
tools they use.

Gavin Rose, ACMA, CGMA, on the value of data in the film industry.

A

s even the most seasoned executives in the
film industry have found to their cost, it’s
incredibly hard to tell whether a new movie
will be a hit. That’s especially true in the case of art
films, which can earn critical acclaim yet still draw a
blank at the box office.
Gavin Rose, FD of art-house film distributor Soda
Pictures, is working to eliminate some of this uncertainty, using his data analysis skills to better predict
how a film will perform both on the big screen and in
other formats once its theatrical run has ended. For
the past two years he has been at Soda Pictures, which
boasted an Oscar nominee at this year’s Academy Awards
in the shape of German comedy Toni Erdmann. During
that time he has been able to convey accurately to Soda’s
parent company – Canadian TV production giant
Thunderbird Entertainment – how its products are
performing in various markets.
Rose honed his analytical skills while working with
independent British broadcaster ITV and movie distributor Momentum Pictures (part of Alliance Films).
“I felt that bringing my diverse background to
this small company would be quite powerful because

3
PICK THE BRAINS
OF YOUR IT GURUS
It’s valuable to
work with the IT
experts in your
organisation to
understand the
architecture of
databases and
how data can
be extracted.
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any business that’s expanding quickly needs to think
carefully about its financial planning systems and
processes,” he explains. “As it grows, everything needs
to be professionalised.”
Rose’s role was created to help turn the business
around after some “initial challenges. My team and I
analysed film releases in the UK over the previous
three years to inform where best to aim our investments.
We then set up a robust process for film acquisition.
This involves assessing the earnings of a handful of
comparable titles to work out a box-office target for a
given movie, from which we also forecast its DVD and
TV broadcast revenues. In the past couple of years the
film distribution sector has changed dramatically.
The recent arrival of Amazon and Netflix in the market
for subscription video on demand has increased competition for TV rights, which has been transformative
for all film distributors. Along with the growth in digital
transactional sales, this has helped to offset the DVD
market’s decline.”
He continues: “It used to be difficult to project
our TV numbers for a film we wanted to buy because
it was driven by the box office, which is notoriously
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IN SEARCH OF A HIT

difficult to forecast. Now we know up front that our
deal is going to make money. Having an agreed
minimum TV sale to underpin our film acquisitions
gives us confidence in our marketing expenditure on
a theatrical release. It also provides more certainty in
the company’s cash flow. On the back of that, we have
been able to build sales on our catalogue titles, which
has had a transformative effect on our revenues. It’s
fair to say that this factor has been critical to turning
the business around.”

Gavin Rose: “The
recent arrival of
Amazon and Netflix
in the market
for subscription
video on demand
has increased
competition for
TV rights, which
has been
transformative for
all film distributors.”

AN ENSEMBLE PIECE
It’s important to be able to merge
different data because each revenue
stream works very differently, writes
Gavin Rose. It’s not only about the
revenues – units sold, title metadata,
and release dates all have to be
brought into the mix too. We send
statements to the producers of our
films, liaising with them on the royalty
system. There is no “one-stop shop”
for these areas, so IT skills have been
a critical requirement of my work.
My understanding of how all these
different data sets work comes from
my experiences as a sales revenue
analyst at ITV and as a finance
business partner to the theatrical and
TV teams at film distributor Momentum
Pictures. When Alliance Films, the
group that owned Momentum, was sold
to Goldman Sachs in 2008, I worked
closely with the new CFO to restructure
the organisation, improve inventory
management, and turn around a
troubled $2 million IT project.
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WHERE NEXT
l Read Data
Visualization: A
Successful Design
Process by
Andy Kirk, Packt
Publishing, 2012.
l Book a place
on the CIMA
Mastercourse
“Data Analysis
With Excel –
Introduction” at
bit.ly/CIMAexcel.

GREG FUNNELL

“ANY BUSINESS THAT’S
EXPANDING QUICKLY
NEEDS TO THINK
CAREFULLY ABOUT
ITS FINANCIAL
PLANNING SYSTEMS
AND PROCESSES.”

One of the key aspects of my industry
is that a film operates in very
different markets, writes Gavin Rose.
For example, how you account for the
theatrical channel is very different
from how you deal with DVD, which is
a manufacturing and distributing
process. TV, meanwhile, works to a
licensing model, so there’s a lot of
work involved in building projections.
You can, in principle, value a film’s
rights over 20 years, but at Soda we
tend to look at things over five years
because markets have changed. DVD is
a declining market, for instance, with a
shorter life-cycle than before.
The impact of subscription video on
demand has proved a big challenge for
us. Last year was a real transformation
because we were in discussion with
Amazon about partnering on a film
called Paterson, directed by Jim
Jarmusch. That had 600,000 box-office
views, making it the biggest theatrical
release our company has had.
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TECH NOTES
COMBATING CORRUPTION:
THE NGO PERSPECTIVE
By Tim Boyes-Watson, director of Management Accounting
for Non-Governmental Organisations (Mango).

C

orruption takes differing forms in
different parts of the world.
According to Transparency
International’s research into public
perceptions of corruption, it’s widely
seen as more of a problem in the
emerging economies where aid agencies
and development non-governmental
organisations (NGOs) typically work, but
the corporate scandals that have rocked
the US and Europe in recent years are just
as significant.
The good news is that the anticorruption drive is making progress, both
through improved international financial
regulations and through local action and
legislation to deal with smaller-scale
cases. But it is a constant battle, as the
potential gains to be made from fraud
will always be a temptation. It’s inevitable
that NGOs will be a target for the corrupt
– a risk that increases in the typically
fraught situations where they provide
humanitarian aid. This is not to say that
they should stop working in those
contexts. Rather, they should determine
the most effective ways to prevent
corruption and invest in these.
My organisation, Mango, is an NGO
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Marie Stopes International’s
anti-fraud programme features the
following key measures:
● A new process for how to talk about
fraud, prevent it, and learn from
cases that have been detected.
● Mandatory awareness training for
12,000 employees worldwide (an
interactive programme developed
in collaboration with Mango).
● Policies covering four core areas:
fraud, whistle-blowing, gifts, and
conflicts of interest.
● Mandatory standards covering
seven activities, including conducting investigations, protecting
whistle-blowers, and embedding a
zero-tolerance culture.
●R
 egisters, forms, checklists, and
awareness tools such as posters.

focused on strengthening the financial
management and accountability of other
NGOs around the world. We believe that
third-sector organisations can lead by
example in the war on corruption.
Financial managers in NGOs need to
develop a culture of awareness,
acknowledging that corruption is
affecting their organisations, without
fearing that this will somehow
undermine the strong sense of trust and
employee empowerment that enables
them to meet the needs of the
communities they serve. Achieving this
change requires a different approach to
that typically taken in the private sector,
which is more driven by the need for
compliance. Financial managers in NGOs
must go beyond insisting that controls
are implemented and enforced. They
must also explain why such controls are
necessary – and how they protect staff as
much as they do the organisation.
Oliver May, former head of Oxfam
GB’s counter-fraud team, is the author of
a great book called Fighting Fraud and
Corruption in the Humanitarian and Global
Development Sector (Routledge, 2016).
Arguing that NGOs have invested too
little in countermeasures, May notes that

financial managers who can implement
effective controls and spot the warning
signs of fraud can significantly improve
the rate of detection, which in turn serves
as a stronger deterrent to fraudsters.
There is plenty of guidance available
to NGO finance chiefs seeking to equip
themselves and their teams better in the
fight against corruption. Mango and
Transparency International have both
published materials that are freely
downloadable. Mango is running open
courses on fighting fraud in NGOs at a
number of locations in Africa, Asia, and
Europe.
In Mango’s experience, consistent
and persistent leadership is the key to
tackling corruption at all levels. Vigilance
requires trade-offs, given that
implementing controls and other
corruption countermeasures takes time
and money, which are always in short
supply in the third sector.
The NGOs we work with at Mango
consistently tell us that whistle-blowing
is the usual way in which they uncover
frauds. It’s therefore important to
establish effective processes to protect
those who speak out and investigate their
allegations, even if these lack evidence or

are vexatious, which is often the case in
our experience.
The UK Bribery Act 2010 enabled
many NGOs to start tackling fraud more
comprehensively and openly, although it
seems that the momentum of this effort
has declined over the years. The main
forces for reform today appear to be
public scrutiny and the media’s
perceptions of malpractice in the aid and
development field. In fact, the biggest
opportunity our sector has had in
decades to tackle corruption lies in the
increasing formalisation of most NGO
payments, via banks or mobile phones,
even in the most fragile contexts. The
negative media reports about cash
transfer programming (as an alternative
to the direct distribution of commodities)
are entirely wrong, and the formalisation
of payments is a great new weapon in our
ongoing fight against fraud.

Further information visit:
bit.ly/TIpreventCorrupt to download
Transparency International’s guidance for
aid agencies.
TOP AND BOTTOM 10 COUNTRIES ON
TRANSPARENCY INTERNATIONAL’S
CORRUPTION PERCEPTIONS INDEX 2016

CORRUPTION PERCEPTIONS IN 2016
First launched in 1995, Transparency International’s Corruption Perceptions Index has been widely credited with putting the issue of
corruption on the international policy agenda. Each year the index scores countries on how corrupt their public sectors are seen to be by
analysts, businesspeople, and experts. The top and bottom 10 of the 2016 survey are shown here:
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RANK COUNTRY/TERRITORY SCORE

1
1
3
4
5
6
7
8
9
10
10
10

Denmark
New Zealand
Finland
Sweden
Switzerland
Norway
Singapore
Netherlands
Canada
Germany
Luxembourg
United Kingdom

90
90
89
88
86
85
84
83
82
81
81
81

166
166
168
169
170
170
170
173
174
175
176

Iraq
Venezuela
Guinea-Bissau
Afghanistan
Libya
Sudan
Yemen
Syria
Korea (North)
South Sudan
Somalia

17
17
16
15
14
14
14
13
12
11
10

A ZERO-TOLERANCE CULTURE
Amanda Couper, director of legal and donor compliance at Marie Stopes
International, describes the strong stance her organisation has adopted on fraud.

To play an effective role in the fight against corruption, financial managers in
NGOs need to be alive to all the tricks of the fraudsters, who are endlessly
entrepreneurial.
FDs and their teams need clear standards, effective systems, and proper
training to help them identify, investigate, and report cases of corruption. They
also need to be able and willing to learn lessons and change their approach.
Fraud exists wherever there is opportunity. When NGO subcontractors tell
me that they don’t have a problem with fraud, I simply think that they have
inadequate detection systems. If they work in developing countries, it will be
there.
Marie Stopes International’s new anti-fraud programme, which we
implemented last year, focuses on building a zero-tolerance culture (see
panel, facing page). This includes a mandatory standard specifically covering
the protection of whistle-blowers. However, at the same time we are aware
of significant problems with uncorroborated fraud allegations or those that
appear, after investigation, to be false. Such claims can harm reputations,
which means that it’s essential to ensure managers and investigators treat the
subject of any allegation as innocent until the evidence proves otherwise.
We are excited about the potential of the programme, but it needs
continual reinforcement. More people are coming forward to report fraud in
our organisation than before, which means that the programme is working.
While the type of fraud we usually detect is a relatively small-scale affair,
often amounting to a few pounds, this undermines organisational culture and
must be treated seriously. We are uncovering cases that may otherwise have
remained hidden, but this can worry boards, managers at head office, donors,
and other stakeholders. Our task now is to ensure that everyone holds their
nerve, tightens controls (thereby restricting opportunities for fraud), and keeps
learning lessons as we continue the fight against corruption.
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Compass reset
The updated syllabus for CIMA’s 2017 Certificate in Business
Accounting has a stronger emphasis on ethics than its predecessor.
Shane Balzan, CIMA’s senior director of syllabus development,
explains the main revisions to its entry-level qualification.

Visit: www.
cimaglobal.com/
qualifications/
cert-ba for further
information about
Cert BA.
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CERT BA’S REVISED
SUBJECTS IN BRIEF
BA1 Fundamentals of Business
Economics. The emphasis of this subject
has moved towards the economic and
operating context of a business,
examining how factors such as
competition, the behaviour of financial
markets, and a government’s economic
policy can influence an organisation. It
introduces topical issues such as
graduation, shared services centres, and
big data.
BA2 Fundamentals of Management
Accounting. This covers all the key,
underpinning management accounting
principles and techniques. It examines
the role of the profession in commercial
and public-sector bodies and also its
wider function in society, introducing
students to the Global Management
Accounting Principles.
BA3 Fundamentals of Financial
Accounting. This focuses on ensuring
that students know the principles of
double-entry bookkeeping. It covers
aspects such as the conceptual and
regulatory framework in which
accounting statements are prepared, the
application of controls for accounting
systems, and the basics of measuring
financial performance.
BA4 Fundamentals of Ethics, Corporate
Governance, and Business Law. This
introduces students to ethics and
explains how to apply the rules
concerning confidentiality, integrity, and
objectivity to help them solve the ethical
dilemmas they may encounter. It also
looks at auditing, corporate governance,
CSR, and the legal and administrative
framework that underpins commercial
activity.

ACCOUNTANTS NEED
TO DEVELOP A “MORAL
COMPASS” EARLY IN
THEIR CAREER, WHICH
SHOULD EQUIP THEM
TO HANDLE ETHICAL
CONFLICTS.
● The accountant’s role continues to evolve. A job
that has an impact on several areas of the business
requires new skills and knowledge.
● The skills required by traditional activities, such
as double-entry bookkeeping, remain essential.
● The ability to provide insightful information to a
range of internal stakeholders is a growing requirement of Cert BA designation holders.
● As the globalisation of markets continues apace,
accountants need to appreciate the economic and
operating contexts of their organisations and understand how external factors can affect their performance.
The move from five subjects to four has not meant
an overall loss of content. Guided by our research findings again, we decided that the subject in the previous Cert BA syllabus called C03 Fundamentals of
Business Mathematics should no longer be taught as
a standalone subject. We incorporated the relevant
aspects of business maths into BA1, BA2, and BA3 to
enable students to learn and apply these in context.
The four subjects all have a uniform and logical
structure. Each has four topic areas, which are ordered
in such a way as to introduce the subject and then
cover increasingly complex aspects of it. They also
have a more direct link to the pillars of the Professional-level qualification.
There is a two-hour exam for each subject. These
are computer-based assessments, which apply a range
of objective testing in line with that used in the Professional-level qualification. The exams can be taken
on demand and in any order – a feature designed to
give students and their employers the flexibility they
need from a modern qualification that elevates people and businesses to success by developing skills
and unlocking talent. n

ROY SCOT T

A

recent issue of FM carried an interview with
Darshita Gillies, a consultant and advocate of
corporate social responsibility (CSR), in which
she observed that she and her fellow millennials were
“more inclined to seek out the most transparent and
ethical organisations” to work for (“Generation ‘Yes’”,
January 2017). Belonging to an organisation with these
values was more important to them than the monetary rewards they could gain, she argued. Her views
are supported by CIMA’s global stakeholder research,
which shows that matters such as ethics, corporate
governance, and CSR are becoming increasingly important to employees and employers alike.
Evidence of a widespread and growing interest in
these topics was one of the key factors informing the
review that culminated in CIMA’s updated Certificate
in Business Accounting 2017 (Cert BA). The institute
regularly reviews all its qualifications to gauge the
continuing fitness of their content, structure, and
assessment. The Cert BA has been restructured, moving from five subjects to four (see panel, at right),
and the content of each subject has been refined to
ensure that it covers emerging issues in business and
finance.
It can be taken as an entry route to CIMA’s Professional-level qualification or as a standalone qualification, enabling successful candidates to use the Cert
BA designation. To continue ensuring that Cert BA
designation holders have all the skills and knowledge
required of them in their jobs, the institute conducted
an extensive survey of its key stakeholders around
the world – including employers, educators, members, and students. They all acknowledged that
accountants need to develop a “moral compass” early
in their career, which should equip them to handle
ethical conflicts in a way that compromises neither
their integrity nor that of their organisations. Understanding ethics, they agreed, is about more than knowing CIMA’s rules on confidentiality, integrity, and
objectivity. It is also about identifying ethical dilemmas, recognising their implications, and responding
appropriately.
These findings shaped the learning outcomes of
the subject BA4 Fundamentals of Ethics, Corporate
Governance, and Business Law in the revised Cert BA
syllabus.
From the global stakeholder research a number
of other key insights were gained, which informed
the syllabus update. They included the following:
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INNSTE I TWUT ES
Anti-money laundering and CIMA: What you need to know

T

hough many CIMA members and students may be
familiar with the regulations
and rules relating to money
laundering and terrorist
financing, many of you may
not be aware that CIMA plays
an important role in the AntiMoney Laundering (AML) and
Counter-Terrorist Financing
(CTF) regime.
CIMA’s Professional Standards team not only works
closely with other accountancy
and legal bodies (CIMA is a
member of the Accountancy
Affinity Group), it also works
with the police and other regulators to ensure our members
are fully informed and also regulated. CIMA is recognised by
the British and Irish governments as an AML/CTF supervisor. The role of a supervisor
is one that CIMA takes very
seriously.

As part of our service to
members, and our regulatory
obligation to the UK Treasury
and Irish Ministry of Justice,
CIMA is implementing a programme of AML/CTF compliance site visits covering our UK
and Ireland Members in Practice (MiPs). The visit programme supplements CIMA’s
desk-based risk analysis and
is in response to the UK Treasury’s requirement (and the
Financial Action Task Force)
for greater support to our
members in this area.
Professional Standards
have analysed all the returns
submitted by our MiPs and are
now contacting individual
members to schedule visits.
The visits will affect less
than 2% of our MiPs and this
reflects the already robust
supervisory role CIMA has and
our members’ understanding

Changes to money
laundering regulations

T

his month, money laundering regulations will
change across the EU following the transposition of the
fourth Money Laundering
Directive. Each member state
is responsible for transposing
the directive in the manner it
sees fit. The UK has published

of AML/CTF. The visits will help
our MiPs maintain compliance
and have a greater understanding of the risks to their practices, and the measures
required to mitigate these
risks.
CIMA has appointed Mercia to work with us on our visit
programme. Mercia is a wellestablished provider of training and support services to the
UK accountancy profession,
and during the pilot visits carried out in 2016 it proved to
CIMA and our members the
value of its service.
The outcomes and reports
of individual visits will not be
shared outside of CIMA,
though aggregate figures on
the visits will be provided to
the UK and Irish authorities
as part of CIMA’s mandatory
annual return to our regulators.

KEEPING IN TOUCH WITH CIMA
It is important for our
members to communicate
with us and receive
communications from us.
We rely on having your
correct contact details
so that we can send you
important information about
your membership. Changes
to laws and regulations are

its draft regulations to transpose the directive together
with a consultation.
CIMA has already
responded to the consultation
and we will be producing
guidance once the final version of the regulations has
been published.

also communicated, as well
as reminders about CPD,
AML, and other deadlines.
As a minimum, please
provide CIMA with an email
address and/or phone
number that you can be
contacted on. This can be
done by logging in to your MY
CIMA Account.

Login to MY CIMA
GE T T Y

If you have any questions about any AML matters please
see the guidance here: http://bit.ly/2qyqUnX or contact CIMA
Professional Standards on aml@aicpa-cima.com
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Having worked in tax practice
for more than 20 years in a
variety of large, medium, and
small accountancy firms,
Claire Beaumont has advised
clients of all types. Specialising in corporate and international planning, she has the
Chartered Tax Adviser (CTA)
and Advanced Diploma in
International Taxation (ADIT)
qualifications as well as an
LL.M. in Tax Law from Queen
Mary University of London.
Here Beaumont describes the
courses she teaches:

I

WHAT
YOU
LEARN
ON…
INTERNATIONAL
TAX COURSES
WHERE NEXT
l Learn more about the tax
refesher course at:
http://bit.ly/2pVM6DI.
l Learn more about the
international corporate tax
course at: http://bit.ly/2qyPZz4.

ferent. At the beginning of the
course I establish how much tax
experience people already have;
what their company, group, or
typical client looks like; and
what they are here for. That way
I can make sure I keep things
relevant and don’t waste time
on areas that nobody has any
need to know.
Although there are no
detailed calculations, I use
examples for discussion
throughout the day that I tailor
according to the level of knowledge in the room; some groups
enjoy puzzling out complex
structures, others prefer a thorough grounding in the basics (eg
exactly how to establish corporate residence). We look at a couple of treaty provisions in detail.
It must be understood that
this is a training course and I do
not provide tax advice. I may use
a simplified version of a delegate’s structure as an example
from time to time, but this will
be at a generic level and is not
intended to be acted upon without taking advice.
We are simply learning
about the basic concepts and
how to apply them. For the basic
course I am happy if people go
away knowing how to look at a
group structure, recognise areas
of potential concern, and ask
sensible questions. For the
advanced course, I would hope
that people come away with an
awareness of the upcoming
changes and what it might
mean for the work they’re
doing.

IKON IMAGES

offer two one-day corporate
international tax courses
(worth 5.5 CPD hours) – a
review and refresher course, and
a higher-level one that assumes
knowledge of the basics and
concentrates on practical issues
and recent or forthcoming
changes. International tax is all
about looking at your business
model and working out how to
get everything where you want
it without tax leakage. It takes
time and money to put a new
structure or supply chain in
place, and you don’t want to find
out halfway through that there’s
an unexpected tax cost. Nor do
you want to find that a year later
you have to change it all because
it’s no longer tax efficient (and
to find that this was a known
issue to everybody except you).
The courses have a small
amount of overlap because
there are always people who
book on the second course without being familiar with the

basics, but I find that even the
people who do know the basics
usually like a recap. I check
existing knowledge levels
beforehand and adjust the level
of detail accordingly.
This is a corporate tax course
and covers direct tax only; other
courses deal with the taxation
of individuals moving cross-border. My typical attendees are UK
tax specialists who don’t have
experience of overseas issues
but need to advise their clients
when queries come up, and nontax people (FCs, FDs) who need
an awareness of how tax might
impact their business decisions
and what questions they should
be asking. I wouldn’t recommend anybody come on it if they
know nothing at all about tax,
but you don’t have to be a tax
expert – a general awareness will
do fine (although please note I
don't cover UK tax other than
very generally in passing).
International tax involves
dealing with the tax law of two
or more countries. What the
course will not do is leave you
with a detailed knowledge of any
other country’s tax system.
Rather, it is designed to build an
awareness of the key principles
and how they all fit together,
which forms a base on which to
build further, eg when seeking
local advice.
For instance, we look at the
Organisation for Economic
Co-operation and Development
Model Tax Treaty to understand
the fundamentals of tax treaties,
although every tax treaty is dif-
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THE VIEW FROM THE PRESIDENT

DAVID STANFORD, FCMA, CGMA

A

a need to educate the public that
s the new CIMA president,
the majority of businesses do act
it’s my intention to engage
very ethically.
with as many members as
The whole CGMA Comppossible during my term of office.
etency Framework of technical,
I look forward to meeting you, the
leadership, people, and business
students and members in our
skills is underpinned by ethics,
global community.
integrity, and professionalism. In
As part of this engagement, I
fact, all that CIMA does and stands
plan to be at as many new memfor is underpinned by ethics.
ber gatherings worldwide as I posTrust is also a key component
sibly can. I also plan that I – or
of the Global Management
another honorary officer – should
Accounting Principles, through
be present at every face-to-face
stewardship of relationships and
membership assessment session.
resources. I chaired the CIMA
I am a people person, and we
technical committee from 2012–
all know that ethics is about peo15 and was responsible for taking
ple doing the right thing. When I
the principles forward to CIMA
first joined CIMA, our Code of
Council. I believe they have conConduct fitted on two sides of A4
“All that CIMA does and stands
siderable importance in this area.
paper. More recently, the reperfor is underpinned by ethics.”
An issue that isn’t going away
cussions of corporate accounting
is corruption – the abuse of
scandals, and CIMA’s membership
entrusted power for private gain. A total of 39% of senin the International Federation of Accountants (IFAC),
ior executives in 62 countries who responded to the
have resulted in a much more detailed and global code.
2016 EY Global Fraud Survey considered bribery and
It’s clearly not possible to memorise all the code
corrupt practices to happen widely in business in their
or carry it around in your pocket. But that doesn’t make
countries. This was an increase from 38% in the 2014
it any less important. The issue of ethics comes to the
survey, with deterioration appearing more marked in
fore every day. I’ve recently been on a European cruise
developed markets than in emerging markets.
holiday, where I attended a seminar on the English lanThe introduction by IFAC of a new international
guage. One of the issues discussed was oxymorons,
ethics standard in its final pronouncement on non-comand an example given was “business ethics” – which
pliance with laws and regulations (NOCLAR) is another
got a laugh from the audience, but which really hurt
recent development. It sets out a framework to guide
me. I thought it was a dreadful notion to spread and to
professional accountants on what actions to take in
get a cheap laugh from.
the public interest when they become aware of a potenEvery day we face making different ethical decitial illegal act committed by a client or employer, includsions – if an overpayment is mistakenly made, for examing fraud and bribery. Professional accounting bodies
ple, or to do the right and fair thing for your workforce.
globally are currently reviewing how to incorporate
Most management accountants will face a big ethNOCLAR into their codes. This year, CIMA and the AICPA
ical issue at some stage in their careers, and I am no
will be considering how best to include it in their codes,
exception. I recently made a decision solely on ethics
and I strongly believe the guidance will be of use to
when I chose to make a statement to support a busimembers and accountants globally.
ness associate who had previously let me down. I put
Doing the right thing sometimes has a cost, but it
my personal feelings aside as I believed it was the right
is critically important to uphold the integrity of our
course of action.
profession – for management accountants today, for
At CIMA we take business ethics very seriously,
our futures, and for future generations. n
and the lesson from this small example is that there is

Fighting the
good fight

JUNE 2017

66

