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S ince AICPA & CIMA came 
together five years ago, I 
have been a strong 

supporter and advocate for our 
Association. From the beginning, 
I saw how each founding body 
could empower the other and 
could become greater than the 
sum of our parts. We are now 
ready to move forward and build 
on what we have achieved. This 
year’s Association theme of “Adapt 
+ Thrive” fits perfectly with my 
own theme of “Dare Together”.

Following the challenges we 
have experienced over the past 18 
months, I am confident that we 
are not being too ambitious. We 
should not be afraid of new 
challenges. By “daring together”, I 
am certain we will be even more 
successful in the future. Having 
been through an experience such 
as a global pandemic, we have 
learned the strength of working 
together. Being able to collaborate 
on the new challenges we face will help us succeed. 

AICPA & CIMA came together because we, as 
individual members of those founding bodies, chose 
to do so through a democratic process. Any doubts 
some may have had as to whether we would be 
stronger together have been answered in how, as a 
joint Association, we have not only endured the 
pandemic but thrived.  

When we began our relationship, there was no 
precedent to work from and no rule book, but our 
joint resources represent powerful assets. They 
enabled us, almost overnight, to pivot to support our 
members and students throughout the world. We 
were able to move our examinations to a remote 
testing platform. That meant students’ learning did 
not have to stop. The Association redoubled its efforts 
to keep members in work at a time when job security 
was nonexistent. The Association’s Global Career Hub 
contains a huge range of roles to help members find 
their next opportunity. More than 1.25 million jobs 

were posted in 2020, despite 
many work opportunities being 
greatly diminished due to the 
crisis.  

AICPA & CIMA’s 200-plus years’ 
combined experience is vital to our 
Association as we embark on our 
new five-year strategy. We aim to 
grow even more organically to 
ensure our Association maintains 
its ability to influence and remain 
relevant to all it serves. Strategic 
initiatives have been updated in 
response to the changing 
environment and provide the 
framework to make strategic 
investments in, for example, 
technology, people, and resources, 
and make alliances with partners 
who share common interests. 

Environmental, social, and 
governance (ESG) measures now 
require a greater level of public 
disclosure, based upon the 
collection and analysis of data 
and a clear ESG strategy.  As 

management accountants, we have always looked 
beyond the numbers to describe the value chain 
across the business. Using tools such as integrated 
thinking and reporting, we should prioritise finding 
where ESG principles can be applied and 
implemented. If you need support, AICPA & CIMA 
recently published guides such as Putting the E in ESG 
and a useful overview of the topic, Sustainability 
Frameworks and Standards (find the reports and others 
at cgma.org/resources/reports).

The challenges ahead of us are likely to change, but 
be confident that you are ready to face them. Use them 
as opportunities for positive transformation, with the 
resources and support of AICPA & CIMA in your 
toolkit. I want us as finance leaders to build a 
reputation for daring to be bold on the transition 
required. We are ready and able to make the next step 
in reimagining our profession and making our 
Association even more successful than it has been 
over our first five years.

THE VIEW FROM THE PRESIDENT

PAUL ASH, FCMA, CGMA

KEEP IN TOUCH
Follow me
on Twitter:

@CIMA_President

Building a
reputation of 

‘daring together’
‘We should not be afraid of  

new challenges.’
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good relationships with the full breadth of 
a business’s stakeholders.  

The end goal of this is higher 
productivity and efficiency, but despite the 
rise of AI, companies are — by definition 
— staffed by people. The human factor 
needs to be managed intelligently and 
empathetically. 

It is a truism that change makes people 
uncomfortable, but by encouraging staff to 
cultivate an agile mindset and adopt 
integrated thinking, you can reduce 
friction caused by new systems rubbing 
against old ways of working. Good 
stewardship builds trust, that most 
difficult quality to evaluate. 

A 2017 Harvard Business Review article, 
“The Neuroscience of Trust”, described 
how compared with people at low-trust 
companies, people at high-trust 
companies report 74% less stress, 106% 
more energy at work, 50% higher 
productivity, 13% fewer sick days, 76% 
more engagement, and 40% less burnout.

Get the foundations right and you can 
build a stronger business. 

Sometimes it is a good idea to go 
back to the basics, the ABCs of 
management accounting 
— and I don’t just mean 
activity-based costing. Going 

back to first principles is a good way to 
ground yourself when the world seems to 
be changing 20 times per second. 

Ignoring change is not an option, but 
reimagining the basics can help.

At its most fundamental level, 
management accounting is about 
decision-making. And to make the right 
decisions we need the right data.

As the new CIMA President Paul Ash 
said in his speech at CIMA’s Annual 
General Meeting, “No business has ever 
succeeded without good, solid, reliable, 
and timely data.” For our profession, data 
has always been the keystone. Now, 
everyone has latched on to that secret, and 
data analysis is often cited as a, if not the, 
key future skill.

The assembly and analysis of relevant 
data is increasingly automated. Data itself is 
becoming more sophisticated, and the 
conversion of the value of important assets 
into meaningful data is a challenge. How do 
you plan to show your company’s ESG 
impact, for example? (This FM issue focuses 
on aspects of sustainability: “Sustainability 
Accountants: What Do They Do?” on page 
38; and “Driving Down Carbon Emissions 
With Internal Pricing” on page 42.)

You also need to ensure you do not 
gather data for data’s sake. As the Global 
Management Accounting Principles 
(GMAPs) say, “Management accounting 
makes relevant information available to 
decision-makers when they need it.”

Although it is important, data is only 
the start of the decision-making process. 
Insights gleaned from information must 
be set against externalities such as 
prevailing business conditions, which can 
be affected by myriad factors and not all of 
which have data immediately available. 
This is where management accountants, 
with their knowledge of operating and 
business models, can show both their own 
value and that of the profession. We use 
“integrated thinking” to join the dots and 
tell the story that supports good decision-
making.

Understanding the stories behind the 
numbers is a particularly useful skill when 
it comes to performance management. 
The Association is publishing new 
research on performance management 
that reimagines traditional financial 
considerations. 

It says that to succeed over the short, 
medium, and longer term, businesses are 
adopting new ways of managing 
performance that capitalise on the talents 
of their people, and leverage their business 
model, systems, processes, and 
procedures. It also notes the advantage of 

Fundamentals 
to build 
stronger 
business
By Andrew Harding, FCMA, CGMA

Andrew Harding, FCMA, CGMA, is chief 
executive–Management Accounting at 
the Association of International 
Certified Professional Accountants, 
representing AICPA & CIMA.
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S pend a few years working for
the same employer and even 
the most exciting job can 
eventually feel limiting and 
monotonous. As the allure of 

new challenges wears o�, you �nd 
yourself daydreaming about quitting if 
only to keep your skills fresh in a rapidly 
changing job market. 

But forgoing job security is far from the 
only way to jump-start a sluggish career. To 
try your hand at something new while 
keeping your gainful employment, 
consider intrapreneurship.

Like entrepreneurship, 
intrapreneurship is the practice of rapidly 
spinning up novel solutions to complex 
problems. But while entrepreneurs launch 
new ventures to solve external problems in 
society and the business world at large, the 
focus of the intrapreneur is internal, 
exploring opportunities to improve things 
inside the organisation they work for. 
These employees prepare compelling 
business cases and sometimes assemble 
strike teams to experiment with new 
approaches to “business as usual”. They are 
given the resources and autonomy to build 
and test these processes, products, 

services, and systems for the bene�t of 
their employer.

You may have heard of 
intrapreneurship by other names: 
hackathons, skunkworks, sandbox funds, 
innovation hubs, incubation labs. While 
these may sound like trendy new concepts 
that would never �y at a conservative 
workplace, intrapreneurship is actually a 
time-tested tactic that �nds itself in very 
good company: 3M’s Post-it Notes, 
Facebook’s Like button, and Lockheed 
Martin’s F-22 Raptor and SR-71 Blackbird 
aircraft are all examples of internal 
innovation incubated outside of normal 
work process. 

Perhaps the best-known example of 
corporate intrapreneurship is Google’s 
20% Project, intended to encourage 
employees to spend 20% of their time 
working on personal and creative 
endeavours to boost innovation and 
employee retention. It is no surprise that 
the home of the 20% Project is also the 
birthplace of Gmail, the most widely used 
product in the history of email.

Not every skunkworks scheme will 
become the next Gmail, but any 
company that does not innovate risks 

becoming the next Blockbuster. 
So how do you ditch your career rut 

while convincing your boss to let you be a 
workplace hero? 

Start with a why
Begin, as all good ideas do, with why. There
are several very good reasons to innovate 
from within.

Staying sharp through upskilling and
knowledge transfer
Some job skills have a sell-by date. By
working on new projects outside your 
usual functional area, you gain exposure 
and an introduction to new and valuable 
skillsets, opinion leaders, and technology 
platforms. 

At the same time, your colleagues in 
other business units bene�t by sharing 
information and cross-pollinating the 
di�erent tactics internal teams use to 
analyse problems and design solutions.

Increasing engagement and motivation
If you are feeling bored at work, focusing
on innovation can reignite a sense of 
excitement and new possibilities by 
helping you see old problems with fresh 

Looking for creative ways to challenge yourself within your 
current job can improve your skills, boost the business, 

and grow your career opportunities.

By Anastasia Uglova

Boost your 
career with 

intrapreneurship

creo




eyes. Additionally, the attention and 
recognition that comes with “unorthodox” 
projects translates to renewed inspiration 
and engagement, especially as your ideas 
gain traction and your work is recognised 
for its positive contribution to the 
company’s future.

Contributing to innovation and market 
leadership
No company wants to be last in line when 
the market shifts. Business leaders know 
that stagnation means death, but large 
companies struggle with innovation 

because they get caught up in doing what 
they have always done, the way they have 
always done it. 

This is called organisational inertia, 
but intrapreneurship breaks that cycle by 
spinning up new ideas, products, and 
services to stay agile and competitive in 
the marketplace. 

Earning respect and relevance 
through self-promotion
Speaking of leadership, intrapreneurship 
provides a visible platform to 
communicate your value and make 

yourself indispensable. New initiatives 
often put the people behind them on the 
radar of executives. After all, these 
executives have dedicated valuable 
company resources, time, and money to 
support your e�orts.

Now you have their attention, too, and 
they are going to want to hear how that 
new project is going. This chance to 
impress your peers and superiors can 
become the career opportunity of a 
lifetime, because how your colleagues 
perceive you is one of the most signi�cant 
factors in your success — even more so 
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than skills and experience, as documented 
by workplace researcher and speaker Dan 
Schawbel in his bestselling book, Promote 
Yourself: The New Rules for Career Success.

Move to a what
A good way to come up with ideas for 
internal skunkworks is to list what you 
already dislike or find inefficient about 
your company. Even better is involving 
others in your brainstorming by asking 
your colleagues what they wish they could 
change. For example, are you annoyed by 
your company’s outdated human 
resources software? Does a business 
process add too much unnecessary time 
and not enough value? 

Talk to others, determine if the 
sentiment is shared, explore alternate 
ideas from adjacent teams, and propose 
solutions by testing innovations to 
research and implement, such as:

Automation
Instead of feeling anxious and paralysed 
by the prospect of artificial intelligence 
making human jobs obsolete, take charge 
of the inevitable disruption by helping 
lead the change. This way, you emerge as 
an indispensable subject-matter expert 
while facilitating a crucial transformation 
for your employer.

Explore what automation projects are 
already in the works and see if you can get 
involved. If there is nothing underway, 

help your company get ahead of the curve 
by proposing to try out a new tool to solve 
an unmet business need.

Change management
With so much change coming to finance, 
how can you help your company and 
colleagues adapt smoothly and 
productively? Your executives are likely 
asking themselves the same question. 
Help them answer it by offering to explore 
current and future changes that are likely 
to cause friction, along with novel 
methods and techniques to mitigate their 
impact. 

In the process, you will collaborate and 
problem-solve with many different teams, 
educate yourself on some of today’s most 
pressing workplace issues, and gain 
essential change management skills in an 
era of rapid innovation.

Reverse mentoring
The practice of pairing executives with 
junior staff to facilitate the exchange of 
ideas and expertise is a tactic pioneered by 
General Electric in the 1990s. Legendary 
Chairman and CEO Jack Welch sought to 
teach his company leadership about the 
technological advances reshaping his 
industry. Chief among these was the 
internet, a revolution that GE’s senior 
executives struggled to grasp, and which 
its junior employees were exceptionally 
well equipped to explain. 

Today, reverse mentoring can be used 
by companies to teach essential digital 
skills such as social media and artificial 
intelligence. 

Succession planning
Reverse mentoring can even help 
companies tap into new ways to attract 
new talent. Data from postsecondary and 
MBA programmes shows that Millennials 
and Generation Z are increasingly less 
interested in pursuing careers in financial 
services, which poses an existential threat 
to finance departments struggling to 

recruit top talent to remain competitive. 
A skunkworks initiative that pairs 

hiring managers with junior-level 
employees directly addresses pain points 
in talent acquisition and succession 
planning, helps the company stay relevant, 
keeps leadership in touch with today’s 
business trends, and gives less 
experienced colleagues a chance to emerge 
as leaders.

Plan the how
A fruitful conversation about taking on a 
new assignment — especially one that is 
outside your company’s usual way of 
doing business — takes serious 
preparation. While it may be tempting to 
complain that you are bored and 
uninspired, you should keep this crucial 
conversation focused on solutions and 
possibilities: solutions for business 
problems and possibilities for your career. 
An ideal container for this type of 
conversation is a goal-setting meeting 
with your boss.

Talking about job aspirations and career 
planning is an essential conversation that 
too few employees have with their 
managers — but the ones who do have that 
conversation end up seeing their 
professional prospects skyrocket. When is 
the last time you sat down with your 
manager to talk about where you want 
your career to go and what work 
experiences would best position you to 
reach those goals? If the answer is never, it 
is past time to book that meeting.

At the meeting, start with the “why” 
from this article to help your boss 
understand the business case behind your 
idea. Next, research the “what” as it relates 
to your company — or come up with your 
own project ideas. 

A great way to generate problems worth 
solving is to talk to colleagues. Propose a 
plan that details not just the problems, but 
the solutions you envision. Your proposal 
may not be what you ultimately end up 
incubating, but the first step is simply to 
kick off the conversation.  ■

Anastasia Uglova is a communications 
and personal branding consultant 
based in the US. To comment on this 
article or to suggest an idea for 
another article, contact Drew Adamek, 
an FM magazine senior editor, at 
Andrew.Adamek@aicpa-cima.com.

Resources
Articles

“Top Finance Skills”, a series of  
Q&As with finance and business 
leaders, FM magazine,  
tinyurl.com/ye6qgqaq

Career help

Global Career Hub,  
mycareer.aicpa-cima.com

Focusing on innovation can
reignite a sense of excitement and
new possibilities by helping you
see old problems with fresh eyes.
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When creating financial models, charts are often an 
effective way to present data. Sometimes, you 
might wish to highlight specific datapoints to 
emphasise them. 

A series approach can produce conditional 
formatting that changes dynamically. 

By Liam Bastick, FCMA, CGMA

Highlighting 
chart data 
in Excel 
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Example 1 chart

Example 1 chart with highlights

Helper series data

Consider the following example, shown in the 
screenshot “Example 1 Data”, which shows the historical 
data for income for a company, summarised quarterly.

From the provided data, I plot a line chart such as the 
one in “Example 1 Chart”, which has a clear minimum and 
maximum.

If I wish to highlight these points on the graph, it would 
be easy enough simply to highlight them and change 
the format of the points, as shown in the screenshot 
“Example 1 Chart With Highlights”.

But what if the data changes? I would have to go 
back and edit the chart points each time there is a new 
maximum and minimum point. This is not the way to do it!

In this situation, let’s create dynamic highlights for the 
chart. To do that, I am going to use two “helper” data series: 
one series is to calculate the maximum and the other, the 
minimum (surprise, surprise), as shown in the screenshot 
“Helper Series Data”.

The Total Income series represents the original series 
data that I used to construct the chart. Formulas are used 
to construct the Max and Min series; the Max series is 
calculated with the following formula: 

=IF(G$15=MAX($G$15:$T$15),G$15,NA())

The Min series is calculated with this formula:

=IF(G$15=MIN($G$15:$T$15),G$15,NA())

This results in the series displaying only the 
maximum and minimum value in the original chart data, 
and #N/A for everything else. Using formulas allows 
these two series to be dynamic, so when there is new 
data, the Max and Min series will update accordingly. The 
#N/A error is deliberate, as it prevents data being plotted 
as zero, depending upon the type of chart being selected 
(I have deliberately used a line chart here to demonstrate 
this point).

Now that I have the data series, I can include them in the 
chart. When I click on the original chart, Excel highlights 
the relevant data series, as shown in the screenshot “Chart 
Data Highlighted”.

I can then drag the values down or I can right-click on 
the original chart and select the Select Data option, which 
will cause the Select Data Source dialog box to appear.  

Example 1 data
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Add new series

Add Max and Min

Adding series

Chart with conditional formatting

Liam Bastick, FCMA, CGMA, FCA, is director of  
SumProduct, a global consultancy specialising in Excel 
training. He is also an Excel MVP (as appointed by  
Microsoft) and author of Introduction to Financial 
Modelling. Send ideas for future Excel-related articles 
to him at liam.bastick@sumproduct.com. To comment 
on this article or to suggest an idea for another article, 
contact Jeff Drew, an FM magazine senior editor, at 
Jeff.Drew@aicpa-cima.com.

I can then add new series by clicking on the Add button on 
the left side of the dialog box, as shown in the screenshot 
“Add New Series”.

The next step is to fill out the Edit Series dialog box 
accordingly for Max and Min series, as shown in the 
screenshot “Add Max and Min”.

The two additional series are now added and shown in 
the Legend Entries (Series) box within the Select Data 
Source dialog box, as shown in the screenshot “Adding 
Series”.

Do remember to reference the Horizontal (Category) 
Axis Labels if the dates are replaced with sequential 
integers, as illustrated in the “Adding Series” screenshot; 
otherwise, this may cause charts to display incorrectly in 
alternative scenarios.

The chart now appears as shown in the screenshot 
“Chart With Conditional Formatting”. Max and Min are now 
chart series and will be changed dynamically depending on 
the data.

In essence, this is “conditional formatting” for a chart. ■

Chart data highlighted
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One of the greatest assets an 
organisation can have is a 
motivated sta�. Motivated 
employees are more engaged, 
more productive, and more 

likely to stay in their jobs longer. But how 
do you motivate people — especially in 
today’s nonhierarchical companies where 
real promotions are few and far between? 

What role does money play?
Money is what is known as a “hygiene 
factor”, a basic requirement. If you don’t 
pay people enough, it can be a signi�cant 
demotivator. But once you pay them 
enough, paying them any extra has little 
e�ect. It’s a good idea to pay people slightly 
above the market rate — this tells your sta� 
you value them enough to pay more than 
your competitors do and will help make 
you an employer of choice.

But it’s not that simple
Pay is not just benchmarked externally. 
People compare themselves to their 
colleagues. Having unfair salary disparities 
internally can be hugely demotivational 
— and can lead to charges of 
discrimination. This often happens, 

particularly with longer serving sta�, 
because some people are better at 
negotiating than others. There often is an 
element of gender or other biases, 
including unconscious ones, too. So you 
need to ensure that people who work at the 
same level get the same pay — and this 
needs to be done in a holistic and 
structured way. One of the best ways of 
doing this is having transparency around 
pay and pay bands. Bonuses are generally 
not a good way to motivate people. They 
produce short-term upticks in satisfaction 
but do little in the long term and can be 
divisive.

Be fair with appraisals
Fairness is not just about pay. Both 
managers and organisations should 
ensure that sta� appraisals are conducted 
in a way that is both fair and seen as fair. 
Employees should feel that a balanced 
view has been taken of their performance 
and that everyone is held to the same 
standards. They should be asked to 
contribute and should agree with the 
conclusions of the appraisal. If there are 
problems, a way forward that both parties 
buy into should be found.

Give people a sense of purpose
A feeling of belonging and the idea that 
there is a greater goal also helps to keep sta� 
engaged. People should feel that they are 
contributing to something bigger than just 
their immediate role. A famous illustration 
of this is the (probably apocryphal) story of 
US President John F. Kennedy asking a 
janitor at NASA what he did. The janitor 
replied, “I’m helping put a man on the 
moon.” Interestingly, this is something the 
public sector and not-for-pro�t 
organisations often do much better than 
the private sector.

Be an attractive organisation
People want to work for a business they 
can be proud of. Some might seek to work 
for a widely admired household name, like 
Google or Nike. But people increasingly 
choose employers based on criteria such 
as environmental responsibility, diversity 
and gender balance, corporate social 
responsibility, and so on. This is 
particularly true of younger employees 
and graduates. Attractiveness is closely 
related to purpose — people want to work 
for a business that re�ects their own 
values and that they can feel good about.

Motivating 
people in a flat 
organisation
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Career development is the new career 
progression
In old-fashioned, hierarchical 
organisations, people got a promotion 
every few years, which gave them a feeling 
that they were moving forward. In �at 
organisations, this is much tougher. But it 
is not impossible. You can still o�er people 
career development. This might involve 
moving them sideways to gain experience, 
temporarily assigning them to other 
business units or special projects, or giving 
them training. You still provide the sense 
of building careers and skillsets, just in a 
di�erent way.

Make their lives easier
This is closely related to being an attractive 
organisation. Be thoughtful and show your 
employees you care. Perhaps the most 
obvious example of this is that parents of 
young children are likely to �nd working 
for an employer that tries to be �exible 
much easier. As we return to o ces after 
COVID-19, there is going to be a great deal 
of �ux and change in this area. It is an 
opportunity for companies to rethink how 
people work — and help their sta� better 
manage work/life balance.

Be a good boss
It’s not just a saying that people join 
companies but leave managers. In survey 
after survey, a dislike of a boss is cited as 
the number one reason for leaving. So, be a 
good boss. Take an interest in your sta� 
and their careers. Be available to talk — or 
take them out for co�ee when it makes 
sense to do so. Give them feedback 
regularly. Bosses tend to assume that if 
things are going OK, they don’t need to say 
anything. This is not the case. Tell sta� 
they’re doing a good job. Or pick up the 
phone and thank them. Better still, 
acknowledge them publicly.

Empower people
As a boss, you should give sta� the tools 
they need to do their jobs and then let 
them get on with it. Be there if they need 
you, but give them space to work, and 
resist the urge to ask for constant updates 
or constantly look over their shoulders. Do 
not do their jobs for them or tell them how 
you would do things better. Be a manager, 
not a micromanager.

Motivate yourself
If you are working in a �at organisation, 

much of this advice works for individuals. 
You can ask for training and to be moved 
around the organisation if you feel you are 
becoming stale and stuck in a rut. You can 
take the initiative and make suggestions to 
your boss. You can ask for feedback and 
�exible working. You can join company-
wide groups that concern themselves with 
social responsibility or charitable work. All 
of these will give you new experience and 
bring you into contact with new people. 
You can, to a very large extent, empower 
yourself and take charge of your career and 
motivation.

Visit the Global Career Hub from AICPA & 
CIMA for help with �nding a job or 
recruiting. Visit mycareer.aicpa-cima.com.  ■

In a structure that includes few real promotion 
opportunities, focus on other factors to keep staff 
engaged.

By Rhymer Rigby

Motivating 
people in a flat 
organisation

Rhymer Rigby is an FM magazine 
contributor and author of The 
Careerist: Over 100 Ways to Get 
Ahead at Work. To comment on this 
article or to suggest an idea for 
another article, contact Neil Amato,  
an FM magazine senior editor, at  
Neil.Amato@aicpa-cima.com.
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While many business activities were halted by the 
pandemic, mergers were not. Here are the factors 
driving finance’s expanded M&A role. 

By David A. J. Axson

Finance at
the forefront
of M&A
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pandemic, there has been no 
shortage of merger and 
acquisition (M&A) and 
divestiture activity. More than 

28,000 transactions were completed 
globally in 2020. We have seen a number 
of sizable deals, including Morgan 
Stanley/E-Trade, LVMH/Tiffany, 
Salesforce/Slack, Intuit/Credit Karma, 
Grubhub/Just Eat Takeaway, and  
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Liberty Global/Telefonica. Respondents
in a global survey by Bain & Company 
expected M&A to contribute to 45% of 
their growth in the future compared 
with about 30% over the past three 
years.

Finance has always been an integral 
part of the M&A process. However, until 
relatively recently, that role has been 
mostly focused on performing �nancial 
due diligence, integrating �nancial 
systems, and tracking synergy savings 
realisation. In the current environment, 
we are seeing the role of �nance expand 
from purely an accounting lens to a 
more strategic role in M&A. 

Expanded role
Two factors are driving an expanded role
for the CFO and �nance in M&A activity. 
First is the more strategic role CFOs play 
in the enterprise as a whole. In recent 
years, CFOs have become much more 
forward-looking and growth-oriented. 
Evaluating portfolio value and studying 
acquisition and divestiture 
opportunities are at the heart of the 
CFO’s role in supporting an enterprise’s 
growth strategy, of which M&A is an 
integral part. After the �duciary role, 
this is �nance’s most important job.

The second driving force is the 
proliferation of data and analytics across 
the enterprise, which has created new 
opportunities to take a fact-based, 
data-driven, and analytic approach to all 

stages of the M&A process, from 
identi�cation of potential acquisition 
targets to long-term strategic value 
creation. 

Looking at the �ve main stages in the 
M&A process (see the diagram, “M&A’s 5 
Stages”), we can identify the critical 
roles that �nance increasingly plays 
throughout.

Target identification
The rapid expansion in publicly
available data has allowed investors and 
acquirers to garner signi�cant 
intelligence about acquisition targets. At 
one large US �nancial institution, the 
�nance team has been maintaining 
target company data books that have 
been updated every quarter for more 
than 20 years. The data books track the 
�nancial performance and gather 
market intelligence of potential 
acquisition targets for each of the 
institution’s major divisions. In recent 
years, manual data collection processes 
have been replaced by arti�cial 
intelligence and data-mining tools that 
feed advanced analytic models to update 
valuations and possible bid scenarios. 

Equally important, but often 
neglected, is that divesting assets can be 
as strategically important as acquiring 
new ones. In fact, 78% of companies 
surveyed by EY in 2020 expected to 
initiate divestment activity in the next 
two years. CFOs have a key role to play in 

measuring portfolio value and isolating 
opportunities to realise value through 
asset divestment. They can also expedite 
the process by identifying potential 
buyers, easing the due diligence process, 
and preparing assets for a seamless 
decoupling. 

Deal structuring
Due diligence has long been
foundational to structuring M&A 
transactions. Historically, this was 
largely con�ned to �nancial data; 
however, in recent years the scope has 
expanded signi�cantly. Due diligence 
now analyses data on a broad range of 
topics, including potential litigation 
risks; employee demographics including 
diversity; sustainability strategies; 
enterprise data quality; system 
complexity; and the relative strength of 
customer, supplier, regulator, and 
investor relationships. Ultimately, all of 
these datapoints feed into a �nancial 
model that develops valuations, 
establishes potential acquisition prices, 
and forecasts future �nancial returns. 
Finance owns these processes and is 
being asked to expand capabilities to 
handle not only �nancial data but also 
operational and market data, structured 
and unstructured. 

Day one operation
Planning for a successful start following
the completion of an M&A transaction is 
crucial for deal success and sets the 
foundation for both near-term synergy 
realisation and strategic value creation. 
The key parts of this planning include 
ensuring that the essential data required 
to run the combined business is 
available, accurate, and harmonised, and 
that the systems are capable of 
e�ectively operating and accounting for 
the merged or divested entities. 
Companies with well-de�ned M&A 
playbooks can mobilise 

Finance is instrumental not just in
making sure the numbers add up
but also in ensuring M&A 
transactions deliver lasting value.

M&A’s 5 stages

Target identification Deal structuring Day one operation Synergy realisation Value creation

creo
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David A. J. Axson is a consultant and 
author and a retired partner from 
Accenture, a co-founder of The Hackett 
Group, and former head of corporate 
planning at Bank of America. To 
comment on this article or to suggest 
an idea for another article, contact Neil 
Amato, an FM magazine senior editor, 
at Neil.Amato@aicpa-cima.com.

CFOs have a key role to play in
measuring portfolio value and
isolating opportunities to realise
value through asset divestment.

multidisciplinary teams with embedded 
finance skills around key data and 
system elements that combine business, 
functional, and technical expertise. 

Today, these teams are using 
sophisticated data sourcing, cleansing, 
migration, and harmonisation tools to 
rapidly assimilate and merge data across 
all parties to a transaction. As 
companies increasingly digitise core 
operating processes and migrate 
systems and data to the cloud, many 
historic integration challenges of 
incompatible systems and poorly 
governed data are becoming less 
common. This accelerates integration 
and reduces the risks of data- and 
system-driven integration challenges. 
However, CFOs need to ensure that the 
underlying data and system 
architectures can rapidly handle 
integration and divestiture challenges. 
All too often, selling entities remain 
saddled with long-term support 
agreements for businesses they no 
longer own, which can reduce the 
strategic value of acquisitions and 
divestitures. 

Synergy realisation
Almost all M&A deals are founded upon 
some strategic logic for combining two 
or more entities. However, that is rarely 
enough to convince investors and 
lenders to back a deal. They are not 
prepared to wait for the benefits to 
accrue; they want a payback in the short 
term through the realisation of synergy 
savings. Again, finance is central to the 
value proposition. Estimating savings 
from organisational streamlining, 
contract renegotiation, overhead cost 
reduction, elimination of duplicate 
activities, and scale economies is 
founded upon the quality of the data 
used to make estimates and, more 
importantly, tracking and reporting 
savings as they are realised. The longer it 
takes a merged organisation to truly 

harmonise data, the longer synergy 
savings take to be realised and the 
greater the risk of a deal’s economics not 
meeting expectations. A 2018 McKinsey 
study reported that synergy savings 
targets were almost twice as likely to be 
met or exceeded when CFOs played an 
integral part in the synergy management 
process. 

Value creation (and risk 
mitigation)
Today, more and more M&A deals are 
predicated on strategic logic that is 
underpinned by the value of combining 
data, products, relationships, and/or 
markets to create value. Combining 
product sets, customer bases, market 
access, sourcing, administration, and 
innovation all require a robust, scalable, 
and adaptive financial planning and 
management architecture. All too often 
organisations lose focus on the strategic 
rationale for a deal after the high hurdles 
of deal closure and synergy realisation 
have been cleared. 

The deals that pay off handsomely are 
those where finance keeps the 
leadership team honest and tied to the 
strategic rationale of the deal. In the 
worst case, that may mean that finance 
has to confront and communicate the 
uncomfortable reality that a deal has 
failed and that it is better to cut losses 
and move on. Discipline and focus while 
avoiding emotional bias are central to 
enabling the realisation of the original 
value proposition and uncovering new 
sources of value over time.

The payoff
The CFO and finance team are not just 
partners to the C-suite, but also leaders 
in ensuring discipline, focus, and 
analytical rigour in M&A. The ability to 
manage M&A sustainably across an 
enterprise as the business portfolio 
changes is a core competency that 

underpins strategic and operational 
success. Investors, regulators, and board 
members are becoming increasingly 
conscious of the value (and risks) 
associated with M&A. Emerging 
technologies are shortening cycle times, 
reducing risk, and delivering more 
predictable outcomes; however, 
management needs to commit to 
managing M&A with the same care and 
discipline that it commits to other 
elements of the enterprise. One final 
note of caution, however. Recent 
research has identified that one of the 
biggest reasons for a failed M&A is not 
directly financial or operational in 
nature. Strategic logic and a compelling 
business case are all for nought if 
organisational and cultural alignment 
and integration are not successful. 
Finance has a role to play here as well. 

The metrics that are used to measure 
performance, aligning financial policies 
and controls, merging organisations and 
job descriptions, and creating a unified 
financial calendar, can all have an 
impact on culture. Being sensitive to the 
harmonisation of policies and practices, 
such as travel and entertainment, 
spending approval levels, and, in today’s 
post-pandemic world, remote working 
practices, can smooth the integration 
process. Finance is instrumental not just 
in making sure the numbers add up but 
also in ensuring M&A transactions 
deliver lasting value.   ■
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A frican music is having a 
golden moment. In March, 
Nigerian Afrobeats star Burna 
Boy (whose real name is 
Damini Ogulu) won Best 

Global Music Album at the 63rd Grammy 
Awards, while his compatriot Wizkid won 
Best Music Video for his Brown Skin Girl 
collaboration with Beyoncé. The 
popularity of these artists and Afropop 
more broadly re�ects a growing appetite 
for African music and culture — which is 
being propelled by social media, online 
concerts, and the proliferation of digital 
service providers (DSPs) such as Apple 
Music, Boomplay, and Spotify. 

“Social media has expedited the creative 
and cultural exchange between regions, 
whereby a song can travel to places an artist 
cannot even imagine,” said Ifeoma 
Okonkwo, ACMA, CGMA, director of �nance 
at MG Entertainment Nigeria Ltd. (better 
known as Mavin Records), which represents 
major African artists including 
Rema, Johnny Drille, and Ayra Starr. 

According to Okonkwo, these artists are 
being “heavily discovered and consumed” 
on YouTube in particular, which is creating 
new revenue opportunities in markets 
such as the US, UK, and France. In these 

markets, Mavin Records can bene�t from a 
higher average revenue per user (ARPU), 
which denotes the value of a user’s stream 
in a particular region.

Sean Watson, managing director, Sony 
Music Entertainment Africa, which houses 
stars including Wizkid, Gyakie, and rapper 
AKA, said that artists are now “plugged 
into the global game” because of the access 
provided via global DSPs. 

“We’re tapping into new audiences in 
markets previously disconnected from 
African music, and we’re able to reach the 
large African diaspora around the world 
more than ever … bringing huge 
opportunities for our artists,” Watson 
explained. 

Additionally, in the absence of live 
concerts due to social-distancing 
restrictions over the past year, many artists 
have participated in virtual events 
streamed live to paying audiences and 
thus gained further exposure to lucrative 
foreign markets. 

“There is incredible potential to 
replicate the concert experience online 
using technology such as augmented 
reality, although it is still very early days 
and, at this point, fans don’t really get the 
feeling of being a part of the live 

experience,” said Amal Ratnayake, FCMA, 
CGMA, a former CIMA president who is the 
CFO at o�cialCOMMUNITY, an online 
global brand management and 
e-commerce agency for the music industry 
that represents recording artists including 
James Taylor, Mark Knop�er, Bonnie Raitt, 
and Santana. 

Yet while streaming live concerts is a 
concept still in its infancy, Ratnayake said 
that the explosion of digital music 
platforms is prompting a massive overhaul 
of existing business models within the 
industry. 

“The way in which music is consumed 
has changed dramatically, and no one 
really considers buying music anymore,” 
he said. “While this has been great from 
the consumer’s perspective, there are 
going to have to be changes in revenue 
models and in determining what goes to 
rights holders and what goes to the artists 
… so we can expect new innovations and 
structures to emerge.” 

At Mavin Records, for example, the 
label is expanding through formal 
partnerships with the likes of YouTube, 
and by producing original content, such as 
“Comments With Ayra Starr” and “Johnny’s 
Music Mondays”, that goes beyond typical 

Digital music platforms demand finance skills, new 
business models, and creative thinking. 

By Jessica Hubbard 

How finance can 
shape Africa’s push 

into new music 
markets 

FM-MAGAZINE.COM  September 2021  I  FM MAGAZINE  I  23



24  I  FM MAGAZINE  I  September 2021

music videos. In this way, the organisation
is transitioning from a traditional music 
record label to a multifaceted 
entertainment company — o�ering 
services such as content production, brand 
activation that generates awareness, 
in�uencer marketing, merchandising, and 
music licensing and publishing. 

“The expansion in services is a general 
strategy that we are employing to connect 
African entertainment and culture to the 

world, piggybacking on music as our 
foremost and primary asset,” Okonkwo 
explained. Yet capitalising on these global 
opportunities requires the organisation to 
leverage  nancial and accounting 
expertise, and particularly the niche area 
of royalty accounting (see the sidebar, 
“Turning Creative Flair Into Business 
Success”). 

“We have had to put world-class 
structures —  nancial and otherwise — 

into place, that enhance transparency, 
accuracy, and accountability,” Okonkwo 
added. “I have learned to employ a lot of 
 nancial modelling, scenario-based 
analysis, simulation, and sensitivity 
analysis to ascertain the real value of 
commercial opportunities and to advise 
on potential deals.” 

Streaming: The growth engine
Although the diversi cation of content
production to areas such as brand 
activation and in�uencer marketing is 
pro table, Mavin Records, like many other 
labels, is ultimately focused on the 
fast-growing appetite for streaming music. 

“Our overall strategy across all 
endeavours is being repurposed to either 
subtly or outrightly trigger streaming from 
fans and customers,” Okonkwo said. 
“Streaming has also helped in mitigating 
costs with regards to physical production 
and inventory management.” 

According to PwC’s Global 
Entertainment & Media Outlook 2020–
2024, streaming revenues in Africa’s three 
biggest markets — South Africa, Nigeria, 
and Kenya — will see average 
annual growth in revenue of 25%, 34%, 
and 27%, respectively, in the  ve years to 

The music industry provides a strong
example of how management 
accounting skills can be harnessed to 
turn creative talent and ideas into 
profitable — and sustainable — 
business ventures. Ifeoma Okonkwo, 
ACMA, CGMA, finance director at Mavin 
Records, highlighted four areas in 
which she brings structure and 
business savvy to creative ventures.

Budgeting
Okonkwo builds budgets in partnership
with the artists and key stakeholders 
from across departments such as 
artists and repertoire (A&R), 
commercial, and marketing.
 Budgets are key to keeping artists’ 
expenses in check and are used to 
monitor variances from actuals so that 
expenses do not stifle an artist who is 
still under recoupment (recovery of an 
advance paid to them).

Financial advisory
Where there are indications that an
artist’s financial judgement and 
decision-making is becoming clouded 
by stardom, financial advisory can be 
provided to bring a more grounded 
approach to creative projects. 

Simulation analysis
When assessing whether creative
ideas or new commercial 
partnerships are viable, mini case 
studies can be developed for each 
project to simulate projections for 
“do or do not” decision-making. 
 These case studies include all 
the details of recoupment, as well 
as any advances and loans to 
make sure that there is full 
transparency from the outset. 

For example, Okonkwo said that 
when assessing a potential contract 
with a DSP (digital service provider) 

abroad, the proposition could look 
good qualitatively but would 
ultimately see Mavin Records 
achieving less profit as a result of 
all the associated fees. A simulation 
analysis can show the numbers and 
demonstrate that the business 
would achieve more profit if the 
same service were to be handled 
locally. 

Royalty accounting
Learning about royalty accounting,
which is often a very small and 
overlooked part of professional 
accounting courses, is important 
for management accountants 
working in creative industries.
 Creating and sharing quarterly 
earnings reports with artists allows 
royalty earnings and distribution to 
be tracked. 

Turning creative flair into business success

Amal Ratnayake, FCMA,
CGMA, the CFO of a 
company that represents 
musicians, says music 
consumption changes will 
mean changes to revenue 
models.
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2024. These growth rates are forecast to 
result in consumer streaming revenue 
gains of $69 million in South Africa, $105 
million in Nigeria, and $22 million in 
Kenya over the same period. 

“While physical recorded music has 
been on a dramatic decline over the past 
ten years, we are now also seeing digital 
downloads going into their own decline,” 
said Charles Stuart, director, technology, 
media, and telecommunications at PwC 
South Africa. “With streaming, there is 
now a far better option for consumers on 
the table, with access to millions of tracks 
at a fraction of the cost of downloads. This 
is the new growth engine for the music 
industry.”

Watson echoed this sentiment and said 
that streaming is now “at an all-time high 
in terms of appetite and business”, with 
Apple’s and Spotify’s recent expansions 
across Africa serving as “testimony to the 
value that is being built”.

“Furthermore, entrepreneurs in some 
markets are creating local digital service 
providers, and international companies are 
focusing a lot of their effort on Africa as a 
growth opportunity for streaming,” he said. 

The continent’s unique digital 
evolution has been propelled by the rapid 
growth of mobile telephony, whereby 
mobile phones have revolutionised 
banking and trade — while ushering in 
access to previously inaccessible social, 
cultural, and business communities. 

“Most of this happened on basic phones 
and feature phones, but the introduction 
of affordable smartphones and growth in 
smartphone penetration has created space 
for streaming to grow,” Watson added. “It’s 
the growing infrastructure and organised 
distribution that will continue to formalise 
the streams and revenue in Africa.” 

Understanding the value chain
While the streaming market is showing 
considerable growth in the continent, 
Ratnayake said that, as with online events 
and other virtual formats, there is lots of 
work still to be done before streaming can 
become a “fair and profitable” model for all 
stakeholders. 

For example, when collecting revenues 
from advertisements displayed before 
music videos on YouTube, what portion of 
this advertising revenue must be conceded 
to artists, copyright holders, music labels, 
producers, etc? 

“This requires developing an 
understanding of the value chain from end 

Jessica Hubbard is a freelance writer 
based in France. To comment on this 
article or to suggest an idea for 
another article, contact Oliver Rowe, 
an FM magazine senior editor, at 
Oliver.Rowe@aicpa-cima.com.

to end, and that’s the tough part,” 
Ratnayake said. “One needs to gain a 
detailed understanding of the value and 
cost drivers of each venture in order to 
develop sustainable revenue-sharing 
agreements between all parties … and this 
is where a skilled finance professional can 
make an immediate and important 
impact.” 

At Mavin Records, this is precisely how 
Okonkwo and her finance team are 
bringing a formal structure to the “varying 
value of streams across platforms”, which 
is highly dependent on multiple factors 
including subscription tier and territory. 

“Cost/benefit analysis is always 
employed in deciding for or against 
ventures,” she said. “Whilst some of these 
ideas may look good qualitatively, they 
may be a misalignment of our goals at the 
time, as some of these activities require 
considerable time and resources to scale 
from infancy.”

In addition to this analysis, Okonkwo 
emphasised the importance of working 
closely with artists and rights holders and 
educating them around the risks of 
elements such as neglecting to sign a split 
sheet (a legal contract that stipulates the 
rights holders’ and collaborators’ 
percentage financial share on a recording) 
— which makes it difficult to fully account 
for royalties and the disbursement of 
revenues. 

“I am constantly interfacing with the 
artists through various reports of interest 
to them, the most important being the 
Artist Profitability report, which they 
receive monthly, to see their contribution 
to the organisation’s profitability or 
otherwise,” she added. 

Ripe for innovation 
Although the music industry is rife with 
challenges and a degree of disorganisation 
compared to other industries, Ratnayake 
highlighted that for skilled management 
accountants, it presents an opportunity to 
create new systems and models from 
scratch — and in this way, to become one 
of the principal architects of innovation. 

“It’s a sector in which typical ERP 
programmes and existing financial 
systems don’t necessarily address the 
unique needs of the industry and its 
stakeholders, and that’s why a CGMA 
skillset becomes especially important,” he 
explained. “You really have to think on 
your feet every day, and for professionals 
that like change and evolution, this is a 

very exciting industry to be in right now.” 
For Okonkwo, who has overseen Mavin 

Records’ expansion into the broader digital 
media sphere, the journey has yielded both 
personal and professional growth. 

“It is intriguing to see how many 
aspects of a creative’s talent can be 
explored and monetised, and I am 
constantly blown away by the many new 
verticals that can be discovered,” she said. 
“I have also had to appreciate the value of 
interpreting financial indices and bringing 
them to life in text that readers of financial 
reports — who are rarely financial people 
themselves — can understand and 
appreciate that, indeed, figures speak.” ■

Ifeoma Okonkwo, ACMA, 
CGMA, finance director 
at Mavin Records, 
emphasises the 
importance of finance 
expertise and processes.
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5 key steps for 
discovering the 
skills gaps at 
your business
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Once upon a time, �nance
professionals �nished their 
education with most of the skills to 
serve them for a lifelong career. 
Those times are long gone. Today, the 

time we spend in a particular job or even in a 
particular career is constantly shrinking. What’s 
more, the half-life of the skills we have learned 
has shrunk to less than �ve years, and this skill 
erosion is accelerating. That means, after �ve 
years, half the skills you learned have become 
irrelevant, and most of the skills you learned ten 
years ago are now obsolete.

The increasing digitisation and the fast pace 
of technological innovation mean that 
organisations must ensure their people have the 
relevant skills and are keeping up with constant 
learning and relearning requirements. In this 
fast-moving world, it also means that it is 
normal for companies to have skills gaps.

What is a skills gap?
Skills gaps can be assessed on a corporate or
individual basis. A corporate skills gap refers to 
the di�erence between the skills required in 
the business and those skills the individuals in 
the organisation actually possess. An 
individual’s skills gap is the di�erence between 
the skills that an individual needs today and in 
the future and the skills he or she already has. 
If there are important skills gaps in the 
organisation, it means the business isn’t 
capable of operating as e�ectively and 
e�ciently as it could. Once you know the key 

skills gaps in your business, you can help 
re�ne training and development initiatives to 
address what’s missing.

How do you identify what skills you need
to fill?
To measure the gap between the skills you
already have and what skills are required today 
and in the future, you do a skills gap analysis. 
Here are the key steps:

Consider the strategic direction of the
business.

First, it’s important to be clear about the
strategic direction of the business. Map out the 
strategic goals and challenges the organisation 
will have to address over the next 18 months or 
so and then think about the skills you really 
require in the organisation to achieve them. You 
can then do the same with individuals, but 
always starting with the business goals they are 
contributing to, so that you are identifying the 
gaps that really matter.

Identify what skills are required  
 to deliver on the business  

 strategic goals.
When you consider the business objectives �rst,
you can then determine the skills and the level of 
pro�ciency that are required to help meet them. 
For example, if a primary objective of the 
business or �nance department is digital 
transformation and better use of data, then data 
literacy and analytics skills would be a priority. If 

Businesses and professionals need to assess and 
remedy the difference between the skills they have 
and the skills they need.

By Bernard Marr
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one of the objectives is to develop a new 
product, then you will need product 
development and innovation skills. 
Determine key skills (technical and soft 
skills) on a company-wide, departmental, 
and individual basis. Keep in mind that you 
want to set your business up for the future, 
and be sure to consider the skills employees 
will need in the future to succeed.

Assess current levels of skills in 
the organisation.

In some cases, there might be employees 
who already have the key skills needed to 
achieve the strategic business goals. Until 
an assessment is done on the current 
proficiency of the staff on the key skills 
needed to achieve organisational 
objectives, it will be a challenge to 
measure the skills gap that needs to be 
filled. There are many ways to uncover 
this information through training needs 
analysis that includes employee surveys, 

interviews, and group discussions that 
document training, certifications, and 
credentials they have; performance 
review feedback; customer surveys; 
assessment software; and more. It can 
also be beneficial to hire an outside 
consultant to complete this work to make 
the process more objective and to help 
the organisation’s talent to stay focused 
on their key result areas.

Identify the gap.
Once the organisation identifies 

what skills are required to hit its strategic 
goals and what skills the people in the 
department or business already have, 
compare the two to determine the skills 
necessary to close the gap.

Start closing the gap.
The action plan to close the skills 

gap at the organisation can include 
both additional training and hiring 

new staff. First, finance leaders can 
help identify employees on staff who 
might be poised for a promotion to 
help fill gaps. Also, consider internal 
mentorship initiatives where 
experienced staff with the needed skills 
can help others gain the skills 
necessary to fill the gap.

Another way to close the skills gap is 
for the organisation to invest in 
training. There are often free online 
courses as well as paid subscriptions, 
certification programmes, and 
educational materials that are available 
for employees to learn and enhance 
their skills. That also includes 
considering events and conferences for 
employees to attend. Consultants are 
also available to create customised 
training programmes to specifically 
target the skills shortfalls.

If closing the skills gap can’t be 
achieved through training initiatives, 
it’s time to consider hiring new talent 
to bring the necessary skills. Whether 
the organisation chooses to hire 
full-time talent or outsource to 
contractors or consultants, sometimes 
getting the necessary skills from 
outside the organisation is the best way 
to go.

No matter if one of the skills gaps is 
around digital and data literacy, as it is 
for many companies today, or other 
skills, the key is to create a culture of 
continuous learning and development 
at the organisation. It’s important for 
individuals to take responsibility for 
their own professional development 
and for organisations to emphasise this 
as a priority and expectation. 

As a finance leader, you can help 
identify the key goals, monitor skills, 
and then track the ROI on training and 
closing the skills gaps at the 
organisation.   ■

LEARNING RESOURCES

Data Analyst Certificates Bundle

The Data Analyst Certificates 
Bundle is a comprehensive five-part 
programme that provides training and 
practical guidance on the topic of data 
analytics.

AICPA: tinyurl.com/kauw92n4   I   CIMA: tinyurl.com/k43rz24d

  PROFESSIONAL DE VELOPMENT

Data Analytics Core Concepts

An essential guide for accounting and 
finance professionals. Learn core 
concepts in data analytics and how 
to conduct and apply data analytics to 
projects in your organisation. 

AICPA: tinyurl.com/8mv7vwpd   I   CIMA: tinyurl.com/4mmatxff

  PROFESSIONAL DE VELOPMENT

Digital Mindset Pack: Data Analytics 
Focus

Powered by AICPA & CIMA research, 
the Digital Mindset Pack is a 
solution for accountants and finance 
professionals grappling with emerging 
digital skills and the mindset needed for 
the digital future. 

AICPA: tinyurl.com/uttfxakf  I   CIMA: tinyurl.com/2epf2xbu 

  PROFESSIONAL DE VELOPMENT

AICPA CIMA

AICPA CIMA

AICPA CIMA

Bernard Marr is a thought leader, 
speaker, author, and business, tech, 
and data adviser. The second edition of 
his book Data Strategy: How to Profit 
From a World of Big Data, Analytics 
and Artificial Intelligence will be 
released later this year. To comment 
on this article or to suggest an idea for 
another article, contact Chris Baysden, 
an FM magazine associate director, at 
Chris.Baysden@aicpa-cima.com.
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Learn anytime,
anywhere.
Get CPD on-demand with CGMA Essentials.

Busy schedules don’t have to get in the way of your
growth as a CGMA®.

Subscribe to CGMA Essentials and grow your expertise
by accessing hundreds of hand-picked CGMA content
on-demand. Whether it’s just two videos a month or  
one hundred, CGMA Essentials gives you the freedom to  
decide how much learning you can commit to.

Learn more at
cimaglobal.com/CGMAEssentials.

The Association of International Certified 
Professional Accountants, powering leaders in 
accounting and finance around the globe

© 2020 Association of International Certified Professional 
Accountants.All rights reserved. 2005-01103
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A utomate dull and repetitive
work where possible, focus 
on activities that add value.” 
It’s a mantra not many in 
�nance teams will disagree 

with. Cloud-based enterprise resource 
planning (ERP), advanced data analytics, 
robotic process automation, and arti�cial 
intelligence (AI) are no longer elusive 
technologies of the future; they have 
become prevalent in �nance and 
accounting departments’ digital initiatives. 
The ongoing pandemic is also intensifying 
this digitalisation trend. In a Gartner survey 
earlier this year, board directors said 
funding IT and technology investments is a 
top priority to enable agile strategy-setting 
and real-time risk assessment and 
mitigation, and to drive growth.

But in this digital age, conversations 
about �nance teams’ skills should not be 
solely about technical competencies. 
According to the most recent Future of Jobs 
report by the World Economic Forum, soft 
skills dominate companies’ attention. 
Organisations surveyed said top skills in 
the lead-up to 2025 include analytical 
thinking and innovation, complex 
problem-solving, and leadership and 
social in�uence.

As organisations work to preserve or 
restore their �nancial health, how can they 
build a team with the needed digital and 

people skills, an appetite for continuous 
learning, and the mental strength to deal 
with future uncertainties? For individual 
�nance professionals, what are the skills 
to focus on today if you aspire to advance 
to more senior roles?  

FM magazine spoke to �nance leaders 
from across the globe from varied 
industries to �nd out what they are doing 
to enhance their own and their teams’ 
skills. Here, we feature insights from some 
of them. 

Are there professional skills you’ve
learned recently and, if yes, how did
you learn them and how are they
useful in your current role?
James Miln: One thing I’ve really enjoyed
over the last several years is getting into 
the investor relations role and that side of 
finance. What that has given me is the 
ability to interact much more closely with 
people on the board, the executive team, 
investors. I think it really helps on two 
levels. One is that outside-in, bigger-
picture perspective that you get to what 
you’re doing operationally, internally to 
the business. Second, one of the key things 
I’ve had to re�ect on and consciously think 
about it is how to communicate 
information in that environment very 
clearly. 

Coming back to this very data-rich 

Leaders across varied industries discuss the skills and foresight 
needed to navigate career advancement in finance and accounting.   

By Alexis See Tho

Finance leaders: 
Skills for a career in 

the digital age

“ Finance leaders

1.  Magdalena Wereda-Kolasinska, 
FCMA, CGMA, finance director of 
Unilever Poland AS.

2. Sergey Mamonin, ACMA, CGMA, 
CFO of CIS (Commonwealth of 
Independent States), PepsiCo.

3. Matthew Hurn, OBE, FCMA, CGMA, 
CFO for the Disruptive Investments 
platform at Mubadala Investment 
Company.

4. Jesmin Ehsan, ACMA, CGMA, 
business controller of Singapore, 
Brunei, Philippines, and Pacific 
Islands, Ericsson.

5. James Miln, ACMA, CGMA, senior 
vice-president of finance and 
investor relations, Yelp.

6. Rajiv Chinniah, ACMA, CGMA, CA 
(ANZ), CPA (Australia), CFO of 
Australia and New Zealand, COTY.

7. Rohit Kharbanda, FCMA, CGMA, 
CPA (Australia), senior director of 
InterContinental Hotels Group (Pvt) 
Ltd., India.

8. Darren Snellgrove, chief finance and 
operations officer and vice-president 
of finance, Janssen Global R&D.
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world, I think it’s increasingly easy to be too 
siloed and too narrow. I see this in analysts 
and managers and even directors today. 
You’re very much amongst the trees, but 
you’re not always looking at the forest. I 
have sought out opportunities to take on 
responsibilities of related areas like investor 
relations or to manage business projects, 
and this has enabled me to demonstrate my 
ability and my leadership potential. So if 
you look for those opportunities, they help 
accelerate your career.

Rajiv Chinniah: One of the key skills that 
we must have now as finance professionals 
is to think critically and analytically, and 
think outside the box. Over the last 18 
months, we spent a lot of time trying not to 
be fixated on numbers but to also 
understand what the long-term strategy is 
going to be. As we progress into bigger and 
more senior roles, it is vital also to 
continuously develop our soft skills in areas 
such as leadership, influencing, 
collaboration, and communication.

At Coty, there is a strong focus on 
experiential learning such as working on 
key projects, taking stretch assignments, 
managing change, and taking lateral moves, 
as well as learning from others via coaching 
and feedback, mentoring, and networking.  
 
Darren Snellgrove: I’ve learned a lot about 
vaccines in the past year. That’s been a real 
journey.

There have been a lot of financial pieces 
to the puzzle for us with the vaccine. We did 
something called not-for-profit pricing, 
which is kind of a new financial construct 
within the context of pricing. We’ve had a 
lot of involvement with the US government 
and government funding, negotiating with 
the government, working through all the 
situations on the vaccine. 

We also have this pandemic. We’ve got 
demand from geographies around the 
world all at once. Everyone wants the 
vaccine yesterday. We had to invest a huge 
amount of money and manufacturing at 
risk without even knowing if we had a 
vaccine. And then it’s never quick enough. 
Everybody is saying, “We need it yesterday. 
Where are you with manufacturing?”

What skills do you use to best deal 
with uncertainty? Can they be 
learned, and how do you learn those 
skills?
Matthew Hurn: I don’t think you can learn 
it. I think it’s a soft skill. It’s about resilience. 
I think it’s literally not being defeated at the 
first opportunity, and being OK with not 
being OK, and being OK to ask what you 
don’t know. If [we’ve learned] anything the 
last 18 months, we realise we don’t know 
the answers to everything, and therefore, 
we have to just admit, “I don’t know”. People 
come to you as a finance [person and ask], 
“What’s going to be the impact of this?” The 
truth is we just don’t know. We can help you 
run some scenarios and it could be A, B, or 
C, but in order to do that, we have to have X, 
Y, and Z to go through.

To cope with these things now, you’ve 
just got to let people feel empowered, and 
also show that there’s a certain support 
mechanism for people, and really help 
them embrace a certain amount of 
resilience — and that’s physical, and 
mental, and social resilience, and that’s not 
easy because people deal with things in 
different ways. But I think having empathy 
as a leader for staff of today is probably one 
of the greatest qualities that you can get, 
and unfortunately, it’s not taught in many 
books.

Sergey Mamonin: We need to concentrate 
on two things in order to navigate the 
organisation through this uncertainty.

First of all, it’s the ability to forecast what 
will happen. Classically, we were more keen 
as finance professionals to look only at the 
big trends. Whereas right now the economy 
is becoming a little bit different. It’s not the 

big trends; it’s rather a combination of the 
small trends, which get into patterns.

The ability to work with these patterns 
is becoming more and more critical in 
order to fulfil the forecasting role; the 
ability to explain what is happening on the 
market in very simple terms.

The second [skill] is that no matter how 
good you are at forecasting things, there 
always will be an element of 
unpredictability, and we need to be able to 
build the systems that are flexible enough 
in order to cope with this uncertainty.

The [further] skill is don’t be afraid to 
try and don’t be afraid to fail. Not all of the 
tools coming up are as big as SAP. There are 
a lot of good, nice, small applications 
which make your life much easier.

If you were just starting your career 
in 2021, which skills would you be 
focusing on?
Miln: I’m going to say two very contrasting 
things: manage the complexity of data but 
keep an eye on the strategic bigger picture. 
First, I think data skills seem increasingly 
important when we’re clearly in a very 
data-driven world now. My career started 
at Unilever, went to Yahoo!, eBay, and now 
I’m at Yelp. Even for Unilever, I’m sure 
they’re seeing more commerce online, 
more engagement with their consumers 
online. They’re tracking more than I used 
to be able to do when we were trying to run 
marketing mixed models and find out 
which form of marketing would have the 
best ROI.

You can imagine at Yahoo!, eBay, and 
Yelp everything is like that. When I did my 
CIMA back in the ’90s, IT or technology 
was one of the modules. It was sort of like, 
“What’s this?”, and it seemed very boring. 

Resources
“Top Finance Skills” is FM magazine’s 
series on skills needed to further 
professional development in finance 
and accounting. Full interviews with all 
finance leaders are available at  
tinyurl.com/ye6qgqaq.

Business Partnering in the Digital Age,  
a thought leadership report that 
explores how business ecosystem 
change and new technologies, 
accelerated by COVID-19, are 
transforming business models and 
affecting the role of the business 
partner; available to members at 
tinyurl.com/ygamjbyd.

Global Career Hub from AICPA & CIMA 
provides help with finding a  
job or recruiting. Visit  
mycareer.aicpa-cima.com. 

Top 5 skills for 2025
Companies expect these skills to 
become vital in the coming years:

1. Analytical thinking and innovation.

2. Active learning and learning 
strategies.

3. Complex problem-solving.

4. Critical thinking and analysis.

5. Creativity, originality, and initiative.

Source: Future of Jobs survey 2020, World 
Economic Forum.
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Alexis See Tho is an FM magazine 
associate editor. To comment on this 
article or to suggest an idea for 
another article, contact her at  
Alexis.SeeTho@aicpa-cima.com.

Reskilling and upskilling: ROI time period

The largest portion of companies expect ROI on reskilling and upskilling to be between 
six and 12 months. 

Source: Future of Jobs survey 2020, World Economic Forum.

Within 1 
month  
2.3%

Within  
1–3  
months  
10.8%

Within 3–6 months  
24%

Within 6–12 months  
28.7%

More than 1 year 
17.6%

Difficult to assess  
16.6%

Now, in my career, the ability to 
understand concepts around the 
governance and application of digital data 
as a young analyst, to have the skills to be 
able to manipulate and analyse alongside 
data scientists and analyse other 
functions, I think is really important.

Second, what finance often can bring is 
an understanding of the bigger picture and 
the linkage to strategy. If you want to stand 
out, you’ve got to be that person who can 
connect the dots and see the bigger 
picture.

Snellgrove: It’s always important to start 
with a broad base of skills early in your 
career and get lots of diverse experiences 
and training and education. But then you 
want to zero in on those skills that are 
going to make a difference. The ones I 
would pick out would be strong analytical 
skills and particularly evaluation and risk 
analysis. Learning a variety of different 
techniques and approaches to financial 
analysis and risk analysis and knowing 
when to apply those can be really 
important.

The right type of analysis at the right 
time for the right situation to really 
influence the business decisions is what 
gives you a competitive edge. And the 
other thing I would say is if you can take 
that a step further and use analysis to 

understand value creation and what drives 
value for your business, then that’s going 
to be a game-changer.

What are the skills you look for in 
new hires?
Magdalena Wereda-Kolasińska: I am 
interested in having team members with 
advanced knowledge of management 
accounting, Excel, BI tools; and an 
open-minded approach with the ability to 
“connect the dots”, which are usually not 
very obvious.

I think that especially in today’s 
circumstances — in which we are working 
virtually — we need to adapt to this new 
world as fast as possible. We need people 
with a mature approach to responsibilities, 
good “people skills” (such as having 
empathy and listening attentively), the 
ability to support other team members, and 
a focus on personal development.

How do you see the role and the 
responsibilities of finance changing 
in the next five years? 
Jesmin Ehsan: Since I work in a technology 
company, it’s very important to understand 
how the technology is moving and growing, 
the importance of AI and digitisation. We 
used to do a lot of things manually like 
downloading reports and creating tables. 
Now we have an automation department, 

which downloads the reports for all 
management users and adds comments to 
the reports. So instead of focusing on the 
history, I can look at the trends. I can focus 
on the future.

So automation and digitisation, these 
things will change our work, and we need to 
keep learning and evolving. We cannot say 
this is not finance, this is operations, or this 
is sales, or this is sourcing. We must 
understand what these guys are doing 
because, at the end of the day, how our 
company is performing is reflected in their 
numbers, and we are the responsible party. 
We have to know what is generating the 
financial numbers.

Rohit Kharbanda: Artificial intelligence 
and blockchain are pushing us to reinvent 
our work. Artificial intelligence will become 
the new foundation. There are different 
skills we’ll have to incorporate in our talent 
model and our workforce.

We have some intelligent systems 
available that support analytics. Data 
governance is now more system-based with 
the new ERPs and integrated solutions. The 
basic finance transactional jobs are slowly 
and gradually being taken over by the bots. 
What we increasingly expect of a finance 
professional is leadership, judgement, and 
insights.

Different roles will emerge with these 
changes, the likes of business solutions 
architect. These people will create the 
artificial intelligence, and then you need 
the workforce to work with this artificial 
intelligence. This includes financial data 
modellers, business planning analysts, etc.

While working with artificial 
intelligence, we must maintain the 
financial and regulatory requirements. That 
is a separate skill to maintain and nurture.

The big data available can be utilised to 
bring outside perspective into your 
organisation and influence the decision-
making. We will need a workforce of data 
miners and data scientists.

Leadership skills are also going to 
change. As leaders, we’ll have to have new 
skillsets to manage this kind of a blended 
workforce.    ■
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pay closer attention to reverse 
logistics in the coming years as 
the retail and consumer 
landscape changes. The 

pandemic played a major part in raising 
e-commerce’s share of global retail from 
16% in 2019 to 19% in 2020, according to a 
report by the United Nations Conference 
on Trade and Development, and that surge 
is highlighting the importance of reverse 
logistics. 

The rise was considerably more rapid in 
more economically developed countries, 
which already have a signicant 
e-commerce presence. For example, the 
share of total online sales compared with 
2019 rose by 47% in the UK, 27% in the US, 
and 98% in Singapore in 2020.

Combined with greater regulatory and 
consumer pressure for greener and less 
wasteful business practices, these changes 
mean that reverse logistics — everything 
from simple returns of unwanted products, 

Regulatory and consumer 
pressures are forcing 
CFOs to adopt less 
wasteful practices.

By Andrew MacDowall 

Prioritising reverse 
logistics
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to returns for recycling or disposal, the 
return of unsold goods from retail stores, 
and temporary returns for servicing — can 
no longer be overlooked. 

Even before the pandemic, it was 
estimated that some $550 billion worth of 
goods globally were returned annually to 
e-commerce retailers alone, with a cost to 
supply chains of $50 billion. 

Given the �nancial impact that reverse 
logistics operations can have across an 
organisation, from design through sales 
and marketing to environmental, social, 
and governance compliance, CFOs have a 
responsibility to take the lead.

“Looking at the governance of 
organisations, we’ve seen more success 
when the issue of reverse logistics is taken 
seriously at board level,” said Gareth 
Crockett, who is part of the Reverse 
Logistics Research Team involving 
academics from the University of She�eld, 
Cran�eld University, and She�eld Hallam 
University. “Accountants can make the 

business case probably better than anyone 
else. CFOs have the level of understanding 
and responsibility across the business.” 

Indeed, an understanding of how 
reverse logistics are working within a 
company, why they are working in a 
particular way, and which products are 
a�ected can be a crucial part of driving 
sales growth. 

“A key part of meeting customer 
expectations is o�ering the right product, 
at the right time, at the right price, and on 
the right terms,” said Justin Bailey, 
vice-president of value consulting at 
Denver, Colorado-based Vendavo, which 
provides pricing and sales solutions for 
digital commerce. “Doing this upfront 
helps CFOs manage e�ort and investment 
in reverse logistics operations with the end 
result of a smaller investment in reverse 
logistics infrastructure.” 

So what can CFOs do to ensure their 
companies thrive in this altered 
environment?

Keep your customers happy
The growth of reverse logistics has been 
driven in large part by market demand. 
Customers increasingly expect friction- 
and cost-free returns, as well as a proactive 
stance towards recycling and reuse by 
companies they engage with. Indeed, the 
quality of returns operations can be a key 
tool in attracting and retaining business.

“Reverse logistics is about value-chain 
management — but it’s also about value 
creation,” said Juliana Meira, Ph.D., lecturer 
in management accounting at She�eld 
University Management School and also 
part of the Reverse Logistics Research 
Team. “The returns process has a very 
signi�cant in�uence on the consumer. 
We’ve found that the ease of return is a 
decision-point for customers.”

Nikolai Bozhilov, Bulgaria-based 
executive chairman of supply chain 
management company Unimasters 
Logistics, said that improving customer 
experience in reverse logistics can be a 
“driver for growth and even a business 
saver” and that interactive web-based or 
mobile return management reduces costs 
and saves time. 

“You can create excellent customer 
experience through guiding the customer 
using his/her preferences and real-time 
data,” he said. “You can use voice of the 
customer, engagement data, location data, 
device data, and so on. Cutting IT costs is 
the worst �nancial management approach, 
although one often practised by CFOs.”

Adapt your modelling
Vaggelis Giannikas, director of the Centre 
for Smart Warehousing and Logistics 
Systems at the University of Bath’s School 
of Management, said that consumer 
behaviour has changed to the extent that 
many see it as entirely normal to order 
multiple items and return the unwanted 
ones for free — behaviour promoted by 
many retailers. This creates opportunity for 
value but also signi�cant costs for 
businesses.

While the return rate of goods bought 
in-store is estimated at 5%–10%, this rises 
to 15%–40% for online sales. When online 
retail was a relatively small part of overall 
sales — less than 10% in most segments — 
the cost of the higher rate of returns was 
manageable and often subsidised by higher 
margins in bricks-and-mortar retail. 
However, with e-commerce rising as a 
share of overall transactions and returns 
rising in parallel, costs have also risen. 
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Managing the cost of reverse logistics has 
rapidly become a priority for a range of 
businesses.

“One of the key problems for �nancial 
managers is tracing the costs of di�erent 
distribution channels,” said John Cullen, 
FCMA, CGMA, emeritus professor of 
management accounting at the University 
of She eld Management School and 
another member of the Reverse Logistics 
Research Team (and author of the article 
“Adding Value to Reverse Logistics”, FM 
magazine, October 2019, tinyurl.com/
badda89h).

 “Most companies don’t really know the 
costs of returns for online purchases versus 
returns for bricks-and-mortar. There’s a 
lack of transparency in these sorts of costs. 
But identifying the cost aspect is critical for 
CFOs, particularly in mid-channel retail.”

Giannikas notes that there is a wide 
range of aspects of reverse logistics that 
CFOs will need to monitor as cost points, 
some more “hidden” than others.

“Companies often fail to measure the 
total cost of a return, which goes beyond 
transportation of an item back to a 
warehouse,” he said. “Factors such as 
warehousing costs, sta� and nonsta�, 
packing material, customer service sta� 
dealing with unhappy customers, and 
resources at drop-o� points should also be 
considered in order to get a more accurate 
picture of the total cost. On top of that, you 
are quite often required to send another 
item to replace the unwanted one or resell 
and redistribute the returned item to 
another customer.”

Improve your data management and 
technology
As such, companies need to enhance how 
they record and handle data around reverse 
logistics and returns in particular. This may 
reveal that the cost of free returns is 
eroding margins and that charges need to 
be introduced or costs recouped elsewhere. 
High levels of orders online may disguise 
that there are equally high levels of returns, 
or return rates may di�er from category to 
category, necessitating changes to optimise 
pricing and costs.

“Unless a proper information system is 
in place, a business model that relies 
signi�cantly on regular returns creates a 
false picture of customer demand and 
sales,” Giannikas said. “This can be key for 
�nance and marketing people alike, as 
knowing what your market actually wants 
and how much your company sells are 
among your �rst priorities.”

Given the competing needs to deliver 
customer experience and reduce costs, 
management accountants should play an 
active role in ensuring that data is 
collected, managed, and analysed 
e�ectively. “Margins can be very low in 
retail,” Cullen said. “So you can introduce a 
whole range of performance indicators to 
improve cost transparency. It’s a natural 
area for accountants to get involved in.”

Data can also be used to �ght fraud in 
returns — for example, customers buying 
clothes, wearing them, and then returning 
them. “There are really rich data around 
this sort of thing that can be used to 
understand what’s happening,” Cullen said. 

Bozhilov said that the logistics industry 
also needs to upgrade its ICT infrastructure 
to deliver better for its customers and 
reduce costs — many operations still lack 
the powerful software to handle complex 
urban transportation tasks. “Many 
processes are still manual and 
nonscalable,” he said. “Despite the 
digitalisation progress during COVID-19, 
many operations are still siloed, static, and 
paper-based.”

Keep costs down
While returns have become an essential 
part of the business model of many 
companies, and a key selling point for 
many customers, CFOs will be keen to 
reduce costs where possible, particularly in 
the context of the recovery from a global 
recession. As such, they may seek to reduce 
the rate of returns, even while maintaining 
returns services as they were, or indeed 
enhancing them. “Reverse logistics can be 
a clear indicator of poor customer 
experience — and could be an indication of 
inappropriate pricing, both of which were 
impacted by the pandemic,” Bailey said.

Returns can be the result of damage in 
transit, inaccurate product speci�cations, 
damage within a warranty period, or 
simply the product being unappealing to a 
customer on arrival, having been bought 
remotely.

“Companies need to look at product 
design and try to reduce returns at the 
beginning of the process,” Meira said. “This 
starts with product development and takes 
in every aspect of the supply chain. When 
developing new products, companies need 
to think all along the supply chain.” 

This can involve ensuring that products 
are well made to lessen the risk of damage 
or malfunction, ensuring technological 
products are easy to use and understand, or 

Resources
Article

“Adding Value to Reverse Logistics”, 
FM magazine, October 2019,  
tinyurl.com/badda89h

Toolkit

Reverse Logistics Toolkit,  
tinyurl.com/yxd5nev3 
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ensuring that clothing sizes conform to 
market standards. Again, monitoring of 
data can play a crucial role both in 
identifying problems and in addressing 
them. “We do a lot of open-book 
accounting in which we work with 
companies to ascertain the reason for the 
returns,” Meira said. “Is it because of the 
colour? Because of the size? There’s often 
not sufficient information going back to 
the retailer. There needs to be more 
transparency.”

Giannikas cites two other means of 
lowering return rates. The first is allowing 
customers to keep lower-value or outsize 
products that would be disproportionately 
expensive to process as a return, while still 
providing a refund, where possible. 
Amazon and Walmart are among the 
retailers already practising such policies. 
Second and more obvious is providing 
richer and more accurate information 
about products on websites.

Lowering return rates involves 
investment — but this should offset costs 
while raising customer satisfaction. 

“Rigorous match of customer 
expectations is needed,” Bozhilov said. 
“Many e-commerce returns happen 
because arriving products are different or 
damaged — select the right distributor or 
logistics partners. User experience 
perspective is vitally important, even 
decisive, especially for online shoppers. 
Online product design has advanced 
through use of VR and AR [virtual reality 
and augmented reality], which has greatly 
improved customer digital experience and 
the ‘real feel’ about products, thus lowering 
returns.”

Consider the environmental impact
With consumers and regulators ever more 
conscious of the environmental impact of 
business, taking into account the effects on 
the environment of reverse logistics — and 
considering how systems can enhance 
recycling and reuse — is more important 
than ever.

“Most companies look into the financial 
and the customer satisfaction aspect of the 
issue,” Giannikas said. “However, returns 
come with a significant environmental 
footprint. Unnecessary trips of trucks, 
counterproductive transportation of 
inventory back and forth, wasted packing 
and labelling material are just some of the 
ways online shopping returns directly 
impact on the environment. This should be 
seriously considered by practitioners, 

Andrew MacDowall is an independent 
consultant and writer based in France. 
To comment on this article or to 
suggest an idea for another article, 
contact Drew Adamek, an FM 
magazine senior editor, at  
Andrew.Adamek@aicpa-cima.com.

LEARNING RESOURCES

Best in Class Logistics — Maximising Margins, 
Growth, and Competitive Positioning

In this video, we will review how many 
manufacturing companies are using the 
logistics discipline to maximise their margins, 
drive business growth, and improve their 
competitive positioning.

tinyurl.com/yzuxsjr2

  VIDEO

Supply Chain Fundamentals in the 
Global Landscape

Through the examination of use cases, 
you will learn about the value of supply 
chain strategy and how to apply strategy 
in this ever-changing market. You must 
optimise your supply chains for the 
future and stop living in the past.
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Supply Chain Overview 

Now more than ever, supply chain 
management has become an integral 
part of business and is essential to any 
organisation’s success and customer 
satisfaction. 

AICPA: tinyurl.com/yhr9xw7x   I   CIMA: tinyurl.com/yjfdsdoc

       PROFESSIONAL DE VELOPMENT

AICPA CIMA

AICPA CIMA

especially for those organisations with big 
sustainability agendas.”

Reducing emissions and other 
environmental harms in reverse logistics 
operations is not only important to meet 
regulatory requirements and reduce 
associated costs but can also enhance a 
company’s green credentials, improving 
customer attraction and retention.

Other than reducing the rate of returns 
overall, and greening the transportation 
aspects of their supply chain, companies 
can also reduce the environmental impact 
of their operations by improving the rate of 
recycling and reuse. Again, this can be done 
from product design onwards. Indeed, 
better reverse logistics processes are an 
essential part of recycling.

“Asset recovery can be a big aspect of 
reverse logistics,” Cullen said. “Sending 
things to a landfill has huge environmental 
costs. Reusing and recycling processes can 
be both environmentally friendly and 
financially beneficial. This is how 
accountants can get involved in the 
process.”   ■
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Sustainability 
accountants:  
What do they do?



W hat are you doing to reduce your impact on the climate and 
the society?” 

It’s a question a growing number of CFOs are hearing from 
investors. Board members, employees, consumers, and the 
general public are joining in the chorus in asking the question 

and demanding answers. And companies have been getting to work.

Companies grappling with 
ESG risks and opportunities 

in their business models are hiring 
specialists to measure and track metrics.

By Malia Politzer

Sustainability 
accountants:  
What do they do?
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A 2020 KPMG report observed a dramatic 
rise in the number of companies reporting 
on sustainability issues. This trend appears 
to be driven not just by pressures from 
investors or new laws and regulations but 
also a growing understanding amongst 
CFOs that environmental, social, and 
governance (ESG) issues impact a 
company’s bottom line. 

“More CFOs are beginning to realise that 
sustainability issues are fundamental to 
their company’s survival,” said Delphine 
Gibassier, professor of accounting for 
sustainability and the director of the 
Executive MBA Chief Value O�cer 
programme at Audencia Business School in 
Nantes, France. 

There are examples of this already: In 
2019, the US utility Paci�c Gas and Electric 
�led for bankruptcy after accumulating an 
estimated $30 billion liability when faulty 
power lines sparked wild�res in California. 
While poorly maintained equipment may 
have been the cause, a study by Columbia 
University found that “scientists believe 
that conditions caused by climate change 
made the �re more likely to occur and more 
damaging”. 

Yet, measuring the degree to which their 
organisation is operating sustainably or 
creating long-term value across 
environmental and social outcomes 
remains an elusive goal for many 
companies. 

That’s why some CFOs are beginning to 
create new sustainability positions — and 
sometimes entire departments — 
speci�cally with accountants in mind. 
Others have even created roles for 
sustainability CFOs — high-level �nance 
professionals whose job is to understand 
and manage a company’s sustainability 
risks. For Roel Drost, Ph.D., the chief value 
o�cer for Dutch sustainability consulting 

company Ecochain, bringing accounting 
professionals to the sustainability space is a 
no-brainer.

“Ten or 20 years ago, companies were 
thinking, ‘I need a sustainability strategy,’” 
he said. “Now companies realise that they 
don’t need a sustainability strategy — they 
need a sustainable strategy.” Speci�cally, 
that means adopting business practices that 
are sustainable in the long run, and this, 
Drost believes, requires integrating 
management accounting not just to the 
�nancial dimension, but the environmental 
and social performance as well. 
Sustainability strategies should also be 
adopted into core business goals, rather 
than being siloed into a separate corporate 
social responsibility or sustainability 
department.

But what exactly does a sustainability 
accountant do? And how do CFOs best 
incorporate their skills into business 
planning? FM magazine talked to experts 
for tips.

1.
Define the role of the sustainability
accountant
A report co-authored by Gibassier titled
Sustainability CFO: The CFO of the future? 
de�nes a sustainability accountant or 
sustainability CFO as a professionally 
trained accountant — often a CPA or 
chartered accountant — “dedicated to the 
identi�cation, collection, estimation, 
analysis, and reporting of physical and 
monetary information related to 
non�nancial topics ... [which] include but 
are not limited to the measure of 
environmental footprint, societal impact, 
stakeholder management, and the 
protection of biodiversity.” 

What this means in practice is that they 

bring the rigour and data mindset of 
accounting to the nuance and complexity of 
sustainability, with the aim of creating tools 
that allow the CFO and other company 
executives to better include sustainability 
concerns into the day-to-day decision-
making of the organisation. 

“Accountants actually have a lot to bring 
to the issue of sustainability,” Gibassier said. 
“To truly incorporate sustainability into an 
organisation’s core business strategy, you 
need numbers, dashboards, and tools — 
and that’s what accountants do.” 

2.
Consider the best structure for your
company
There are many structures a company
might use to e¤ectively incorporate 
accounting into sustainability: Some 
companies hire a sustainability CFO to lead 
the initiative — the model outlined by 
Gibassier’s report. Under this model, the 
sustainability CFO acts as both the business 
partner to the sustainability department 
and also as a liaison between the chief 
sustainability o�cer and the CFO.

Other companies — like Singapore 
company Olam International, one  
of the major cocoa suppliers to 
US-headquartered Mondelez International, 
which makes Cadbury, Oreo, Milka, and 
Toblerone products — have created a 
unique �nance for sustainability 
department, sta¤ed by a mix of chartered 
and management accountants with an 
entrepreneurial mindset who relish the 
opportunity to create new and innovative 
tools. 

“I look for candidates who understand 
accounting principles but have a passion 
for sustainability and being a part of this 
change,” said Rishi Kalra, the CFO of Olam 
Food Ingredients. “It’s di�cult to hire, as 
there aren’t too many people who have this 
knowledge base, so often we have to train 
them.” 

3.
Secure approval from the C-suite and
board of directors
CFOs interested in creating sustainable
accounting positions should start by 
getting the buy-in from the C-suite and 
board of directors, Kalra said.

“You need to engage with your board of 
directors and CEO and sell hard on this 
issue,” he said. “Doing this makes a lot of 

‘To truly incorporate sustainability 
into an organisation’s core business 
strategy, you need numbers, 
dashboards, and tools — and that’s 
what accountants do.’
Delphine Gibassier, professor of accounting for sustainability, Audencia Business School
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financial sense, but it also means a lot of 
upfront investment, and you need to show 
them that the long-term value is there.”

To do this, Kalra recommended 
educating company executives about how 
taking a more integrated approach can 
drive long-term value and how having 
accountants measure a company’s 
sustainability impact is vital to future-
proofing. 

For example, because a company’s 
sustainability risks are often not captured 
by traditional accounting practices, 
management accountants could be 
missing hidden costs that cut down on a 
company’s overall profitability. By 
including social and environmental costs 
in their ledgers, they can begin to capture 
these hidden costs. This allows the CFO to 
see how short-term expenditures — for 
example, working with farmers to adopt 
practices like crop rotation that enrich 
their soil nutrients naturally, rather than 
relying on fertilisers, which often deplete 
the soil over time — can pay off in the long 
run.

“There’s a clear financial link between 
the sustainability aspects of a company 
and its long-term value creation,” he said. 
“We know the link is there, but 
accountants have the tools to reflect these 
facts into dollars and cents.” 

4. 
Make sure sustainability accountants 
work closely and collaboratively with 
the CSO and sustainability department
While sustainability departments have 
always produced numbers, they are often 
more geared towards public relations 
reports or reporting on corporate social 
responsibility initiatives and lack the 
rigour of financial accounting, Gibassier 
said. It’s also quite common for 
sustainability reports to come out after 
annual reports, which contributes to the 
siloing of sustainability from a company’s 
core business strategy. 

Accountants, on the other hand, bring 

Malia Politzer is a freelance writer 
based in Spain. To comment on this 
article or to suggest an idea for 
another article, contact Alexis See Tho, 
an FM magazine associate editor, at 
Alexis.SeeTho@aicpa-cima.com.

Resources
Reports

The Call to Action: Build Back Better, 
tinyurl.com/y5j6gdfq

The CFO and Finance Function Role in 
Value Creation, tinyurl.com/yyk24afs

their competency in data tools and an 
analytical mindset but often lack a 
nuanced understanding of a company’s 
environmental and social impact. That’s 
why success hinges on the two types of 
professionals working closely together.

“I like to think of it as bringing in 
management accountants to be the 
business partners to sustainability,” 
Gibassier said. “This is something that 
most corporations already do. You would 
see management accountants working 
with research and development 
departments, or with purchasing 
departments, but rarely would you see 
them on sustainability teams.” 

Drost describes the competencies of 
management accountants and 
sustainability professionals as “yin and 
yang”.

“The finance professionals understand 
risk, processes, and controls, while 
sustainability teams have all the 
knowledge about sustainability issues but 
less awareness of data quality and 
controls,” he said. “But if you combine 
them, you have a power team.”

5. 
Build the right tools 
Once the team is in place, it’s important to 
start building dashboards and tools that 
accountants can use to capture the 
nonfinancial dimensions of a company’s 
value, such as its social or environmental 
impact. Because each company’s footprint 
is unique, accountants often have to build 
these tools from scratch.

“Accounting has been very short-term 
focused, while value creation is much 
more long-term,” Kalra said. “The value of 
an organisation is affected by many 
decisions made on the ground, and the 
challenge is to capture these values and 
risks in a numerical form.”

To start, Kalra had his team work with 
sustainability professionals to translate 
Olam Food’s social, environmental, and 
biological impact into standardised 
systems. 

“We tried to create systems that would 
allow us to simplify and embed these 
dimensions in easy-to-understand formats 
similar to profit and loss and balance 
sheets,” he said. “Then we looked at 
elements and methodologies that could be 
adopted so it’s consistent and could be 
embedded into our day-to-day business 
decisions.” 

Some of these tools assessed the 
environmental impact of the farms they 
worked with — including the impact on soil 
erosion, and overall emissions — while 
others looked at how to capture social 
dimensions such as livelihood and labour 
issues at the source. Sustainability 
accountants also need to be willing to work 
in proximity to challenges that are endemic 
in certain sectors — such as child labour in 
the chocolate industry’s supply chain or 
forced labour in the fishing sector — and to 
work closely with sustainability 
professionals to come up with tools aimed 
at capturing and mitigating those risks.

“There are no set standards or guidelines, 
so the tools really need to be tailored to your 
needs,” Kalra said. “You need to be 
innovative.”

6. 
Integrate nonfinancial dimensions into 
annual reporting 
According to Kalra, it’s vital that this data is 
integrated into dashboards that the C-suite 
can use to guide strategic decision-making. 

“Once you have this data, you can begin 
to develop tools to digitise it and establish 
operating procedures which will allow you 
to scale it across the entire organisation,” he 
said. “This ensures that when we are doing 
our monthly reviews, we are looking at 
these numbers alongside the financial 
ones.” 

Integrating the reporting also has the 
additional benefit of helping investors and 
shareholders understand the benefits of 
taking a more integrated approach. Now that 
Kalra has been working with his sustainable 
finance team for several years to create more 
integrated annual reports, he said, the 
financial benefits of this approach have 
become crystal clear. 

“You can see in the annual report how 
doing good can actually create value in 
dollars and cents in the short and medium 
term,” he said. “When you dissect and report 
information like this, you’re able to clearly 
see how these values link to our business 
performance — and in the end, this is what 
finance people understand best.”   ■
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C orporations are key players in the 
global race to slash greenhouse 
gas emissions. Companies 

nding a strong business case 
for decarbonisation are 

increasingly using internal carbon prices to 
channel investment towards low-carbon 
technologies and energy reduction. 

More than 2,000 corporations reported 
using an internal price to cut emissions from 
their operations or are planning to do so 
within two years, according to 2020 
disclosures to the climate not-for-pro
t CDP. 
These companies, with a combined market 
capitalisation of $27 trillion, include 226 of 
the largest 500 global companies as 
measured by the FTSE Global All Cap Index. 

“A large fraction of resource allocation 
occurs within 
rms, and they need prices to 
guide them,” said Nobel Prize-winning 

economist Joseph Stiglitz in an interview 
with FM magazine. “Recognising the cost of 
carbon e�ectively draws the attention of 
decision-makers to try to minimise those 
costs.” 

Creating an expense line in 
nancial 
statements has helped to steer 
manufacturers such as Mahindra Group of 
India away from fossil fuels in its operations 
and towards capital investments in 
renewable energy. Consumer and tech giants 
such as Unilever and Microsoft use carbon 
costs to nudge their operations away from 
carbon-intensive business practices as they 
shift to net-zero emissions. 

Investors are paying attention to climate 
risks — operational, reputational, credit, and 
market — which hit the value of assets such 
as coastal real estate, petroleum reserves, 
water-starved farms, and factories without 

Acciona, Swiss Re, and Mahindra & Mahindra 
look inward to reduce their carbon footprint 

and fund greener investments.

By Sara Silver

Driving 
down carbon 

emissions with 
internal pricing 
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power during �oods and hurricanes. 
Cutting those risks can also ease access to 
capital, whether a company �nds its stock 
included in low-carbon index funds or, on 
the debt side, is o�ered a lower interest rate. 

“Within �nancial services, there is a 
growing attention to risk — climate, �scal, 
regulatory,” Angela Churie Kallhauge, who 
leads the secretariat of the World Bank’s 
Carbon Pricing Leadership Coalition, told 
FM magazine. “Investors are starting to 
divest from fossil fuel, and they do not 
want to lock their investment in assets that 
may not be viable in a few years.”

Management accountants play a vital 
role in this process, starting with helping to 
calculate the emissions of each unit. 
Determining an e�ective price for each 
tonne of carbon dioxide equivalent 
depends on a company’s goals, whether it 
is to judge the value of future capital 
investments, prepare for a future of carbon 
taxes, pool money for energy upgrades, or 
set up transfer-pricing mechanisms to 
reward lower-emitting units. “Accounting 
has a lot more procedures and policies to 
manage risk, not just the bottom line,” 
Stiglitz said. 

Internal carbon prices fall into three 
main categories:
y Carbon fee: Business units or 

company divisions are charged a 
fee per tonne of carbon output. The 
added expense drives change within 
divisions focused on maximising 
pro�t. These fees can be pooled 
to �nance investments in energy 
reduction. 

y Implicit pricing: Companies set 
an emissions reduction goal and 
estimate the amount of investment 
needed to reach that goal. The 
pricing level is set to produce enough 
“income” to fund investments to 
reduce energy usage. They calculate 
the carbon price by dividing that 
number by the tonnes of carbon 
produced. 

y Shadow pricing: Companies use a 
range of possible carbon prices — as 
if emissions were taxed or limited 

— in scenario planning to test the 
long-term pro�tability of large-scale 
capital investments. 
Three diverse companies — Acciona of 

Spain, Swiss Re, and Mahindra & Mahindra 
of India — shared their carbon-pricing 
experience with FM magazine. 

Acciona (carbon fee, shadow pricing)
Acciona, the Spanish company that builds 
and operates wind, solar, biomass, and 
other renewable energy plants, positioned 
itself to bene�t from the shift to 
sustainability. In 2020, the company posted 
revenues of €6.47 billion from energy and 
infrastructure projects and employed 
38,355 people.

In line with the new disclosure 
requirements for climate risk, European 
accountants are working hard to ensure 
their companies’ assets have enduring 
value — whether a vineyard where water is 
scarce, a hotel subject to �ooding, or a 
factory whose emissions may be taxed, 
rendering it unpro�table. 

Alcobendas-based Acciona believes all 
of this will push companies towards its 
technologies. 

“In Europe, our competitive advantage is 
to be low-carbon,” said José Luis Blasco, 
Acciona’s global head of sustainability, and 
KPMG’s former global head of sustainability 
services. “We need to �gure out how to sell 
things to people without using carbon, and 
pricing is a tool to achieve that.” 

The company has been carbon-neutral 
since 2016 and is more than halfway to its 
2030 goal of cutting 2017 emissions by 60%, 
Blasco said.

Acciona has raised its internal carbon 
fee six times to €7 per tonne to increase the 
pool of funds for projects to lower the 
amount of carbon dioxide equivalent 
produced for each million euros of 
revenue, Blasco told FM magazine. 

While its energy division was never 
dependent on fossil fuels, much of the 
construction equipment to instal its 
equipment is, and water desalination is its 
most carbon-intensive operation. Acciona 
has used its carbon fees to fund projects 

proposed by each division — for example, 
mobile solar generators for construction 
sites in Chile and AI platforms to optimise 
energy consumption in desalination 
plants. 

Acciona has so far involved its white-
collar sta� in devising energy-saving ideas 
but is now enlisting the help of its 
blue-collar workers on construction sites. 
“We have an incubator of projects that can 
reduce energy usage, which captures the 
attention and uses the talents of so many 
smart people within the company,” Blasco 
said. “It’s not just exhorting people to cut 
emissions; it’s a question of �guring out 
how to reduce variable costs.” 

Blasco also thinks the EU’s coordinated 
approach, which may include carbon 
border taxes, is necessary to prevent 
“leakage”, or companies shifting 
production to avoid carbon taxes. 

This year, Acciona integrated its 
sustainability department into its �nance 
department — the company’s way of 
linking and giving equal weight to �nancial 
and sustainability targets and performance.

In addition to renewable energy plants, 
Acciona markets sustainable infrastructure 
in transportation, water, housing, and 
waste treatment to promote the UN’s 
Sustainable Development Goals. To do so, it 
has classi�ed all its economic activities 
according to the EU taxonomy framework 
to see how much each helps lead to a 
low-carbon future. 

Just under half of Acciona’s sales come 
from activities that fall within the 
taxonomy, but 84% of EBITDA and 85% of 
all capital expenditures are directed 
towards such activities. Acciona is aligning 
its future with sustainable development. 

Swiss Re (carbon fee,  
shadow pricing) 
Global reinsurer Swiss Re levies a carbon 
fee of $100 per tonne on its own emissions 
— the steepest of any multinational — 
giving each division a powerful incentive 
to help the company’s operations achieve 
net-zero emissions by 2030. Swiss Re 
Group CEO Christian Mumenthaler, who 
co-chairs the World Economic Forum’s 
Alliance of CEO Climate Leaders, decided to 
make his company the �rst with a 
three-digit carbon price as an example for 
other companies.

The Zurich-based multinational charges 
each division for its emissions, and the 
collected fees are pooled to kick-start 
technologies that can pull carbon from the 

‘Accounting has a lot more 
procedures and policies to manage 
risk, not just the bottom line.’
Joseph Stiglitz, economist



FM-MAGAZINE.COM  September 2021  I  FM MAGAZINE  I  45

air to o�set the company’s residual 
emissions. “Do Our Best, Remove the Rest” 
is the company’s campaign to reduce 
emissions as much and as fast as possible 
and to use its carbon fee to move from 
conventional carbon o�setting to 
supporting carbon-removal projects such as 
direct air capture technology and biochar, a 
charcoal-like material that converts the 
carbon in biomass into a stable form. 

“The decision is meant to guide the 
company to low-carbon behaviour — in the 
buildings it leases, the energy it uses, and 
the air travel it undertakes,” Mischa 
Repmann, senior environmental 
management specialist who heads the 
CO2NetZero Programme at Swiss Re, told 
FM magazine.

Swiss Re plans to raise its carbon fee 
steadily to $200 per tonne by 2030, a level 
the company believes will support 
high-quality, high-durability carbon-
removal projects. 

Two-thirds of Swiss Re’s carbon 
footprint comes from air travel, the 
emissions from which are relatively easy to 
calculate based on the number of miles 
�own. Implementing a carbon price was 
more di�cult, especially �guring out how 
to collect fees from o�ces spread across 20 
countries, without triggering concerns 
about cross-border money �ows. “At �rst 
when we said what we wanted, the 
accounting team said, ‘This is impossible,’” 
Repmann recalled. 

They found it convenient to charge for 
�ight emissions at the business-unit level 
but listed each employee’s travel emissions 
in a dashboard to encourage individuals to 
alter their consumption behaviour. During 
the pandemic, the ban on nonessential air 
travel helped to cut the carbon emissions of 
Swiss Re’s operations by more than half per 
employee. The company has decided to 
capitalise on this �ight-ban experience and 
impose stringent �ight emission targets 
going forward. 

Swiss Re has also committed to 
managing its assets from its core insurance 
and reinsurance business to achieve 
net-zero emissions in its investment 
portfolio by 2050. In March, for example, 
Swiss Re announced that it would exit 
coal-based assets for the portfolio by 2030. 
“As a global reinsurer, we can play a vital 
role in championing action on climate 
change far beyond our own industry,” 
Mumenthaler said in 2019, when 
co-founding the UN-convened Net-Zero 
Asset Owner Alliance. 

Sara Silver is a freelance writer based 
in the US. To comment on this article 
or to suggest an idea for another 
article, contact Alexis See Tho, an 
FM magazine associate editor, at 
Alexis.SeeTho@aicpa-cima.com.

The company plans to increase to $4 
billion its green, social, and sustainability 
bond exposure and raise its social and 
renewable infrastructure investments by 
$750 million. 

As the insurance industry bears much of 
the risk of severe weather events, Swiss Re 
has instituted environmental, social, and 
governance benchmarks for the projects it 
reinsures. In this vein, it is planning to stop 
underwriting coal and other carbon-heavy 
power projects. Many investors are 
concerned that carbon taxes would leave 
such assets “stranded”, or unable to be used. 

Swiss Re also actively underwrites 
renewable energy initiatives, especially in 
wind and solar, and has created insurance 
policies to help mitigate climate risk — for 
example, for Mexican farmers whose crop 
yields are damaged by weather extremes. 

Mahindra & Mahindra (implicit 
pricing, plans for shadow pricing)
The Mahindra Group of vehicle, 
agricultural equipment, steel, IT, �nancial, 
resort, and other companies is believed to 
be the �rst Indian multinational to set an 
internal carbon price. The company, with 
$19 billion in revenue and 250,000 
employees in more than 100 countries, 
uses implicit pricing to pool resources to 
fund energy-e�ciency and renewables 
projects. Between 2016 and 2019, the 
company cut by 25% emissions from its 
operations, called Scope I, and those of its 
energy suppliers, known as Scope II.

The Mahindra Group committed to 
carbon pricing with the 2016 Paris 
Agreement, at which nations and 
companies pledged actions to try to cap 
global warming to well below 2 degrees 
Celsius. Mahindra is leveraging the latest 
technological advances and its carbon 
price to work towards being carbon-
neutral by 2040. “We are doing our part in 
the global �ght against climate change 
with this ambitious new target,” said 
Chairman Anand Mahindra, who regularly 
guides other Indian companies in using 
internal carbon pricing. 

Mahindra & Mahindra, a vehicle and 
agricultural machinery maker, comprises 
half of the Mahindra Group’s sales and 
emissions. It became the group’s test case 
for carbon pricing. 

Mahindra & Mahindra sets its  
carbon price by estimating the cost of 
energy-e�ciency projects, divided by the 
number of tonnes of emissions. That 
produced a levy of $7 per tonne of emitted 

carbon dioxide equivalent, which the 
company rounded up to $10 per tonne to 
push sta� to innovate and �nd more ways 
to shrink its carbon footprint, while also 
raising business output and return on 
investment. “I would say that everything 
we have done has a very clear �nancial 
justi�cation,” Pawan Goenka, the 
company’s then managing director, said on 
a Yale School of Management panel in 2017. 
“None of it has been done just to be nice.” 

The carbon levy funded a $4 million 
investment in LED lighting, which saved 
more than $4 million in electricity costs 
within a year, and high-e�ciency motors 
at its vehicle plants, which paid for 
themselves within 16 months. Before 
emissions became an expense, logic 
dictated replacing the motors only at the 
end of their 15-year lifespan, according to 
Vijay Kalra, then chief of manufacturing 
operations, who also spoke on the Yale 
panel. Other initiatives include wind 
power and waste heat recovery systems at 
its plants. 

Mahindra & Mahindra found renewable 
energy to be a game-changer. A solar 
project produced an internal rate of return 
(IRR) of 23% in the �rst year — twice the 
rate of its business investments. Executives 
are considering raising the internal price to 
help increase the amount of electricity 
from renewable sources from 5% to 50%.

Ideas to drive energy e�ciency came not 
from the top but from middle managers 
and the shop �oor, which helped to build 
sustainability into the organisation’s 
culture. Factory managers identi�ed which 
processes used the most energy — costs 
that had not previously been broken down, 
Kalra said. And manufacturing sites vied to 
become the �rst to use LED lighting or to 
become a model of water conservation, 
solar power, etc., by submitting project 
proposals. The projects with the highest IRR 
are funded �rst. 

The company is considering a shadow 
carbon price for procurement decisions to 
help the company reduce emissions from 
suppliers and promote future sustainable 
investments. It is making sustainability a 
business opportunity.    ■
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A s organisations across sectors
adjust or re�ne their 
strategies to re�ect the new 
economic realities, many 
�nance teams are tasked with 

creating (or maintaining) value in a highly 
cost-conscious environment. This is 
forcing �nance leaders and management 
accountants to look at indicators and 
numbers in a new way, shortening 
traditional forecasts and adjusting budgets 
to cater for volatility. 

Yet simply reacting to market 
conditions will not be enough, and �nance 
teams will need to unlock hidden value by 
proactively pulling on levers that have not 
yet been considered. In today’s era of 
technology-fuelled business growth, much 
of this hidden value can be uncovered by 
turning to both organisational and 

external data, according to Mark Mayberry, 
CPA/CITP, an assurance technologist, most 
recently as strategic initiatives director at 
business advisory �rm BDO.

“Data allows you to connect the dots 
within existing systems and models and to 
recognise patterns that can unlock and 
trigger value creation without requiring 
massive investment,” explained Mayberry. 
“The task for �nance teams and other 
decision-makers is to let the data tell you 
the story because, chances are, you may 
not have been listening.”

From large manufacturers and 
multinational e-commerce giants to 
startups and family-run enterprises, 
“listening” and responding to small 
nuances and patterns in data can unveil 
costly ine�ciencies, consumer trends, 
and major growth opportunities. For 

Being proactive with data can magnify the 
value-creating aspects of teams and individuals.

By Jessica Hubbard

ways to unlock 
 the value of your 
business data 

‘Find quick wins 
to begin with, 
and build 
morale within 
your team.’
Mark Mayberry, CPA/CITP, an assurance 
technologist
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example, Amazon, the world’s biggest 
e-commerce company, uses predictive 
analytics for the “anticipatory shipping” of 
billions of items from its ful�lment 
centres globally to local distribution 
centres, thus reducing shipping costs and 
travel times. This cost saving is achieved 
by incorporating and analysing data such 
as consumer purchase history in 
conjunction with factors such as weather, 
seasons, and economic trends. 

For most organisations, however, there 
is much groundwork to be done before 
data can be e�ciently harnessed, 
including the development of a data 
strategy to guide the process. 

FM magazine spoke to Mayberry and 
other �nance experts to explore what this 
groundwork should look like in order to 
unlock innovation through organisational 
data as well as data gleaned from external 
sources. 

 
Get your (financial) house in order
Mohamed Zayne Nabbee, ACMA, CGMA, 
group �nancial manager at Creative CFO, a 
global �nance consultancy based in South 
Africa, said that the �rst step to leveraging 
data is to ensure that your books and 
�nancial records are up to date, complete, 
and accurate. 

“This is critical, because your �nancial 
systems are a re�ection of what’s really 
going on in the business,” he said. 
“Without these up-to-date and accurate 
records, �nance teams are too far removed 
from reality to identify trends and patterns 

with accuracy and insight.” 
In this �rst phase, �nance leaders 

should strive to be integrating key data 
(such as bank statements and invoices) in 
real time, thus ensuring that �nancial 
records are always current and available 
for analysis. Any roadblocks (such as 
out-of-date technology, manual processes, 
or misdirected statements) need to be 
identi�ed and addressed. 

 
Find out where your data is sitting
In addition to becoming disciplined about 
monthly �nancial recordkeeping, �nance 
leaders and executive teams need to 
develop a strategy to collect other key data 
from the various systems and departments 
within the business. 

“The key concept is to be able to get the 
data out of the source systems and into the 
next ‘layer’ so that your analysis can be 
done on a copy or subset of the data, from 
multiple sources,” Mayberry explained. “In 
this way, accounting data, operational 
data, social data, etc., can all be used 
together to gain better business insights 
and unlock value.”

Broaden your data horizon
Shukri Toefy, CEO at Forti�ed Group and 
an entrepreneurship expert at the 
University of Oxford’s Saïd Business 
School, said that �nance teams should also 
be looking at external sources of data to 
inform internal and external strategies. 

“Many companies are losing sight of 
the essence of what data can do,” he said. 
“Ironically, data helps us to become more 
human: to personalise products and 
services and to connect to the market of 
one.”

For example, using data such as age, 
gender, location, and purchase history can 
support marketers in creating personalised 

email campaigns that address an 
individual by name — and re�ect that the 
brand or company has a more detailed and 
thoughtful understanding of an 
individual’s interests and ambitions (as 
opposed to sending mass emails that 
speak to a broad and impersonal target 
market). 

With this in mind, he advised teams to 
begin exploring non�nancial sources such 
as social media platforms and predictive 
sales analytics tools, and simply speaking 
to sta� and clients to gather data that can 
ultimately be used on a more human 
level. For instance, online product reviews 
can provide valuable insight into future 
sales, the need to plan for returns, and 
other distribution issues. 

“There are so many things that are open 
source in the digital space, and you don’t 
necessarily need a data science team to 
turn these sources into valuable insights 
for your business,” Toefy said. “Many of 
today’s popular platforms are open source 
and have really interesting dashboards that 
can inform your people and talent 
strategies, for instance, without spending 
anything on new software or expensive 
advice.” 

 
Democratise the data
With many leaders now prioritising 
organisational agility and speed, it is 
becoming more important to empower key 
decision-makers and team leaders with 
access to data �ows and dashboards. This 
will give each team or department a far 
more detailed viewpoint of challenges and 
opportunities. 

“Gone are the days when reports are 
only analysed at the executive level,” 
Nabbee said. “To really harness data �ows, 
we need to ensure that the right people 
have access. For instance, the sales 
manager has the most direct, day-to-day 
impact on sales performance, so he or she 
must be empowered with all the data 
relating to this aspect of the business.”

In this “democratised” data 

Resource
Data Analytics/Business Intelligence, 
tinyurl.com/yjgc99ed

‘To really harness data flows, 
we need to ensure that the 
right people have access.’
Mohamed Zayne Nabbee, ACMA, CGMA, group �nancial manager at Creative CFO
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environment, Nabbee said that the role 
of the management accountant is to 
bring the moving parts of the business 
together — which requires looking far 
beyond the finance department to the 
other spheres of the business. This task 
becomes far more fluid if data flows 
have not been restricted in the first 
place, and there is an element of 
cross-departmental sharing and 
collaboration.

 
Don’t make it all about the tech
With so much media hype surrounding 
big data and its endless applications for 
business, many leaders have fallen into 
the age-old trap of thinking that it 
requires expensive and shiny new 
technology, but simpler tools like Excel 
and Power BI are also effective. 

“People tend to think that the 
technology is the solution rather than 
the enabler,” Mayberry said. “This often 
culminates in wasted resources and 
frustration because companies buy 
complex technology that isn’t fit for 
purpose.” 

Yet many of the simpler tools provide 
an accessible way to start leveraging data 
— and these tools often come with 
strong user support and intuitive 
interfaces. 

For instance, once the data has been 
extracted from the various sources and 
stored in formats such as CSV or Excel, 
Microsoft Power BI can advance your 
data analytics to the next level because it 
can read data from multiple sources, 
create links between databases, and 
build visualisations, Mayberry said. For 
example, companies can analyse their 
production capacity and output 
compared to their current inventory and 
potential sales of certain products to 
determine if they are over- or 
underproducing products or, potentially, 
need to expand their operations.

“The decision of which technology 
platform to invest in should only be made 
once leaders have understood what a data 
strategy really entails,” he added. 

In addition, Mayberry encouraged 
leaders to start slowly, build 
momentum, and focus on one part of 
the business to begin with. In many 
instances, the expectations don’t take 
into account the learning process that 
must be undergone. 

“This is essentially an exercise in 
change management, and it is best to 

LEARNING RESOURCES

Data Analyst Certificates Bundle

The Data Analyst Certificates Bundle is a 
comprehensive five-part programme that 
provides training and practical guidance on 
the topic of data analytics.

AICPA: tinyurl.com/yju67xwe   I   CIMA: tinyurl.com/yfn9qma3 
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Jessica Hubbard is a freelance writer 
based in France. To comment on this 
article or to suggest an idea for 
another article, contact Drew Adamek, 
an FM magazine senior editor, at 
Andrew.Adamek@aicpa-cima.com.

do this incrementally, in small steps,” 
he said. “Find quick wins to begin with, 
and build morale within your team. 
You will have to accept that there will 
be failures to overcome, and learning to 
harness data in your business is a 
journey of continuous learning and 
evolution.”   ■
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T he coronavirus pandemic has 
caused many supply chain 
disruptions. Countries locked 
down and opened at different 
times. Containers were held up 

on ships queuing at docks across the globe. 
In the UK and the EU, Brexit caused further 
supply chain issues in terms of movement 
of goods. 

According to Chris Cammoile, FCMA, 
CGMA, a former Welbilt finance director 
who still consults with the company, an 
understanding of costs has been a key issue 
for the US-based global supplier of food 
service equipment whose customers are 
fast-food restaurants worldwide. The 
lumpiness of the supply chain during the 
pandemic has been particularly 
challenging.

Welbilt’s manufacturing sites are set up 
along principles of just-in-time, lean 
manufacturing, and value streams, and the 
disruptions increased freight costs. When 
the pandemic hit, containers, trucks, and 
ships were in the wrong place, resulting in 
increased administrative costs and 
delays. This led to discussions about 
whether these additional costs should be 
built into standard costs or whether they 
should be just taken as a variance. 

In the long term, the intention is that 
permanent increases in logistics costs will 
be built into standards. However, actually 
identifying what these increased “normal 
costs” will be in the future is difficult due to 
the continued global disruption and 
dislocation in the logistics networks. So the 
availability of containers, trucks, and ships 
and their often presently exorbitant costs 
need to stabilise and return to some level of 
normality before it is known by what 
amount standards should be incremented. 

Welbilt’s customers are leading global 
brands and therefore demand delivery of 
products when they require them, and 
further questions were raised about a 
change in focus for inventory from 
just-in-time to just-in-case. Switching to 
just-in-case inventory would mean 
increased costs, whilst failure to do this 
might result in lost revenues through lost 
sales. Welbilt’s products have a high level 
of standardisation but also an element of 
“personality models” that are unique to 
specific customers, which led to questions 
of whether warehouse capacity in the 

system is already sufficient or whether 
warehouse capacity must be increased and 
where it should be located. 

Decisions were taken to invest in 
additional warehouse capacity in the UK to 
free up space for more local manufacturing 
capacity. Also, within Welbilt’s existing 
warehouse facilities, inventory has been 
increased in the US and the EU to mitigate 
disruptions in the logistics networks.

Across businesses and industries, key 
learning for the future relates to increasing 
supply chain resilience and recognising 
that, despite all the pandemic issues, 
globalisation is here to stay. As a result, 
facets of lean manufacturing should be 
enhanced rather than abandoned. 
Associated costing systems such as lean 
accounting, value-chain accounting, and 
make-or-buy decisions around different 

warehouse and logistics configurations 
will remain important. This has 
implications for management accountants 
and management accounting systems 
going forward.

Product ranging: A closer look
Lockdowns at the beginning of the 
pandemic hit manufacturers hard. 
Keeping plants open, and production 
continuing, when perhaps only 80% of the 
workforce was present, was a challenge. 
Factories introduced COVID-19-safe 
working practices, with workers in small 
teams. To keep limited supply chains 
open, some food-processing companies 
responded with product ranging, 
identifying the minimum credible range 
that would work for the manufacturer and 
their customers, said Chris Tyas, OBE, a 

Managing costs 
of supply chain 

risks beyond 
the pandemic

The pandemic disrupted supply chains and 
added logistics costs in many industries. Now 

companies are taking a new look at risks in their 
sourcing and inventory planning.

By John Cullen, FCMA, CGMA, and Richard Bruce, Ph.D.
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global supply chain expert who was head 
of Nestlé’s global supply chain and is the 
former chair of the UK government’s Food 
Resilience Industry Forum (FRIF) and chair 
of GS1 UK, a not-for-profit that sets 
standards for business communication.

Walkers Crisps, for example, 
temporarily cut back production of 
single-pack crisps and concentrated on 
multi-packs, thereby reducing the number 
of stock-keeping units (SKUs) and 
simplifying the production process. That 
change had little immediate impact on 
supermarkets, where most shoppers select 
multi-packs, Tyas said. However, 
convenience stores, which mainly sold 
crisps in single packets, lost their usual 
source of supply and had to identify new 
single-pack crisps from alternative 
manufacturers.

To decide on a minimum credible range 
of products that would work for 
manufacturers and customers, companies 
assessed each SKU’s contribution to the 
particular manufacturer’s profits, Tyas 
said. That had to be taken in tandem with 
the buying teams at the supermarkets, as 
there were significant variations in 
margins, highlighting the need for the 
sharing of cost and demand data. There 
was no set formula for doing this, given 
that this task was being undertaken in the 
middle of a pandemic, the various factors 
were too different across the sector’s 
manufacturers, and each company had to 
make decisions that worked for both it and 
its principal customers. Initial concerns 
about the major food retailers’ profitability 
were, it turned out, unfounded.

As a result, the food industry turned to 

a form of open-book accounting, Tyas said. 
That means a network of suppliers, 
distributors, warehouse operators, and 
retailers share production data, assess the 
impact of ranging on margins of specific 
SKUs, and manage the movement of goods 
to where they are needed. The positives 
here are increased visibility across the 
supply chain, and such visibility promotes 
efficiency enhancements, an increase in 
value-adding processes, more 
consideration of customer service 
requirements, and win-win scenarios for 
all concerned. Care is needed, though, to 
ensure that no partners in the network 
take adversarial advantage at the expense 
of other partners.

Going forward, elements of this 
data-sharing model could well be retained, 
and this will require a commensurate 
rethink about competition legislation. 
Putting it simply, it means building back 
industry and commerce in a more 
sustainable way, both environmentally 
and socially as well as economically. 
Managing performance metrics systems 
across supply chains and networks is 
crucial in this approach, and management 
accountants and the accounting systems 
they use facilitate transparency beyond 
single organisation settings.

 
Collaborative contracting
The use of open-book accounting between 
suppliers — companies that supply 
original equipment manufacturers 
(OEMs), companies that supply OEMs and 
other industries, and raw material 
suppliers — and customers to enable 
continuous improvement in processes 
and the sharing of benefits will enhance 
flexible collaborative contracting 
arrangements between companies. 
Open-book accounting also enables 
visibility across the supply chain. Sharing 
of cost and demand data is a fundamental 
lesson arising from the pandemic.

Clare Francis, a commercial team 
partner at international law firm Pinsent 
Masons and a co-author of the Warwick 
report (see the sidebar, “Practices to Fortify 
a Supply Chain and Manage Cost”), 
identified two key aspects of collaborative 
contracting arrangements: 
  y Continuous improvement provisions 

in the contract that focus on sharing 
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information (eg, process costs across 
supply chains) to provide gainsharing 
across supply chain partners. 

  y Payment structures that reward 
the willingness to change rather 
than penalise failure and aim at 
providing appropriate behavioural 

changes through the supply chain. 
The contract offers a reward when 
a product is delivered rather than 
a penalty for nondelivery of the 
product. Also, the contract is linked 
to a performance measurement 
system, resulting in a changed 

mindset towards doing business well. 
It is incumbent upon management 

accountants to facilitate this collaborative 
contracting approach by providing 
real-time data to support flexibility in 
terms of changing circumstances. Nimble 
but well-thought-through management 
accounting information is crucial here. 

Innovation in workforce management
Manufacturers in the food industry 
developed methods for persevering 
amidst the implications of the pandemic, 
keeping plants open and continuing 
production when just a portion of the 
workforce was present. Factories 
introduced safe working or cohorting 
practices, where workers were grouped 
into small teams of between six and 12 
people, often identified by coloured 
lanyards, who worked and took their 
breaks together. Those measures were 
coupled with coronavirus testing and the 
use of acrylic screens to separate the 
teams. That approach enabled production 
to continue, albeit at a reduced capacity. 

In the longer term, the focus seems to 
be on making existing factories more 
“agile” or with “sprint” capacity where 
facilities can be quickly altered to increase 
inputs and be more flexible to meet 
different demands. 

Dual/multiple sourcing
Risk assessments during the pandemic 
identified single-sourcing of intermediate 
products as a matter of extreme concern. 
There were serious outbreaks of infection 
at some food factories, which resulted in 
the temporary closure of those sites and 
the loss of supply. Thus, dual sourcing (or 
multiple sourcing) became a necessary 
precaution for most manufacturers, Tyas 
said. 

Any company following a single-
sourcing strategy going forward needs to 
undertake a risk management evaluation 
of its vulnerability arising from such an 
approach. 

Handling changes in demand
For retailers, Tyas said the change in 
demand patterns was perhaps the hardest 
issue they faced. As chair of the FRIF, Tyas 
learned that online shopping became far 
more popular, with home shopping being 
responsible for 16% of total grocery spend 
in the UK, up from 5% before the 
pandemic, resulting in the dramatic rise 
in weekly grocery deliveries from 750,000 

Practices to fortify a supply chain and manage cost
A 2021 supply chain resilience report published by the Warwick Manufacturing 
Group, an academic department at the University of Warwick in the UK (available 
at tinyurl.com/4bku6zuj), recommends three practical steps and six best practices 
to increase supply chain resilience and manage cost:

3 practical steps
  y Adopt a risk management mindset by identifying supply chain 

vulnerabilities and accelerating fixes.
  y Use demand profiling to prepare your supply chain for market variability.
  y Adopt flexible contracting to enable greater collaboration.

6 supply chain resilience practices
  y Demand forecasting and contingency planning. From a management 

accounting perspective, this involves carrying out a cost/benefit analysis of 
potential risk mitigation strategies. Importantly, such an analysis needs to 
go beyond OEM suppliers to fully incorporate a financial understanding of 
different contingencies. 

  y Have access to real-time data. From a management accounting 
perspective, a company needs quick access to information about suppliers, 
sites, parts, and products at risk, as well as mitigation processes. Mapping 
supply chain networks is a first step towards obtaining this information and 
allows companies to go deep beyond OEM suppliers.

  y Work with supply chain partners to deliver customer value. Management 
accountants can facilitate this collaborative contracting approach by 
providing real-time data to support flexibility in terms of changing 
circumstances. Collaborative contracts place a focus on metrics that 
ensure all parties have a stake in best outcomes and work together 
to achieve them. Use open-book accounting to facilitate collaborative 
contracting and transparency across the supply chain.

  y Utilise inventory and production capacity to enable material flow. 
Management accountants can prepare financial data related to 
just-in-time compared with just-in-case scenarios. Provide information 
that evaluates meeting customer demand whilst at the same time 
managing trade-offs between cost, quality, and time.

  y Establish multiple sourcing options. Management accountants can 
provide financials for diversifying the supply base to reduce dependence 
on one factory, one supplier, or one region. Working with colleagues from 
other disciplines, evaluate the provision of sources that are not vulnerable 
to the same risks.

  y Transform the supply chain in responding to a dynamic business 
environment. Management accountants can work on preparing financial 
cases for investing in new equipment or moving production lines, allowing 
companies to reflect on decisions related to make-or-buy, the need to 
make process improvements, and the utilisation of new technologies. This 
incorporates the possibility of making existing factories more “agile” or 
with “sprint” capacity, where facilities can be quickly altered to increase 
inputs and be more flexible to meet different demands. 
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at the start of the pandemic to 5.2 million 
now. Having lost the opportunity to 
browse, shoppers tended towards 
selecting known brands.

To facilitate the changes that occurred 
in the UK in the early days of the 
pandemic, the UK government realised 
that the Competition and Markets 
Authority (CMA) policy on competition 
law was hindering data sharing and 
preventing necessary changes and, as a 
result, published a register of exclusion 
orders that facilitated a relaxation of 
those laws. In food stores, there has been 
an observed reduction in shopper dwell 
time in store, again meaning that 
shoppers have tended towards selecting 
known brands. The reduced time spent in 
stores, coupled with the adoption of 
self-scan systems, has diminished 
shopper-staff contact. 

The significant move towards more 
online retail shopping during the 
pandemic has created a major structural 
change in the retail sector. Understanding 
the different cost structures associated 
with bricks-and-mortar retail as 
compared with online provision requires 
input from management accountants. 
More online retailing in nonfood items 
results in more customer returns, and a 
useful tool to deal with increased returns 

is the Reverse Logistics Toolkit developed 
by the University of Sheffield, Cranfield 
University, and Sheffield Hallam 
University. (Visit tinyurl.com/4ph3a2zu 
for more information about the toolkit.)

 
Just-in-time or just-in-case?
The debate about just-in-time versus 

just-in-case inventories requires 
accounting data to be used as part of the 
decision-making process. Increased 
inventory costs associated with just-in-
case need to be evaluated, but conversely, 
lost revenues arising from lost sales due 
to inventory shortages also need to be 
considered. The economic concept of 
opportunity cost is important, and 
management accountants have a crucial 
role to play here. In the food industry, it is 
not just inventory in terms of working 
capital and warehousing costs but more 
importantly wastage and write-offs due to 
shelf-life and freshness restrictions.   ■

John Cullen, FCMA, CGMA, is an 
emeritus professor of management 
accounting at the University of 
Sheffield Management School in the 
UK. Richard Bruce, Ph.D., MBA, FCILT, 
is the team leader for MAR@S 
(Management Accounting Research at 
Sheffield). The team concentrates on 
innovative academic and commercial 
research into contemporary 
management accounting issues. Bruce 
is also chief business adviser to the 
university’s Grantham Centre for 
Sustainable Futures. To comment on 
this article or to suggest an idea for 
another article, contact Sabine 
Vollmer, an FM magazine senior editor, 
at Sabine.Vollmer@aicpa-cima.com.

Resources
Article

“From the Filings: Supply Chain Lessons From the Pandemic”, Journal of 
Accountancy, 18 February 2021, tinyurl.com/3xseuub2

Podcast episode

“Go Beyond Disruption: Navigating in Uncertain Times: Supply Chain Flexibility and 
Resilience”, tinyurl.com/2ufer4uw

White paper and video series

“Agile Finance Reimagined: Jumpstarting Resilient and Reimagined Operations”, 
CGMA.org, 29 September 2020, tinyurl.com/yxufwwvg 

“Agile Finance Reimagined: Building Finance Resiliency and Returning the 
Business to Scale”, CGMA.org, 24 June 2020, tinyurl.com/pw362s77

Practice tools

A useful tool to deal with increased returns is the Reverse Logistics Toolkit 
(available at tinyurl.com/4ph3a2zu), developed by the University of Sheffield, 
Cranfield University, and Sheffield Hallam University.

A toolkit to deal with the ethical issues across supply chains is the Supply  
Chain Accounting and Employment Practices Diagnostic Toolkit (available at 
sca-emp.com), also developed by the University of Sheffield.

LEARNING RESOURCES

Distribution Channels

The future of supply chain  
distribution is customers first.  
Find out how you can avoid living  
in the past.

AICPA: tinyurl.com/57zpr35k  I  CIMA: tinyurl.com/4ak29ajd

  PROFESSIONAL DE VELOPMENT

Supply Chain Fundamentals in the 
Global Landscape

This course will cover several supply 
chain topics in the global business 
environment.

AICPA: tinyurl.com/w38dmcpv  I  CIMA: tinyurl.com/4v7w6zc5

  PROFESSIONAL DE VELOPMENT

AICPA CIMA

AICPA CIMA
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A fun look 
at taxation 

through 
the ages

Economists find success stories and unintended 
consequences in the history of taxes.

By George Spencer 
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T he new book Rebellion, Rascals, and Revenue
uses strange and fascinating stories of 
taxation to entertain and, along the way, 
convey principles of taxation that are too 
often left to dry textbooks. Its authors are 

economists Michael Keen, the deputy director of the 
Fiscal A�airs Department at the International Monetary 
Fund in Washington, DC, and Joel Slemrod, a professor 
of economics at the University of Michigan in Ann Arbor, 
Michigan. FM recently caught up with Keen and Slemrod 
to nd out more about the book and how it might 
interest nance and accounting professionals.

What’s your book’s central message?
Michael Keen: Kings, emperors, princes, and today’s 

governments have always struggled with fundamentally 
similar problems — how to raise taxes in ways that are at 
least fair enough for them not to end up on the wrong 
end of a revolt, and in ways that don’t do too much 
damage to the tax base. Although the technology of 
taxation has changed markedly, in many ways the 
objectives and the deep constraints that governments 
have faced have not. Our ancestors were as smart as we 
are in thinking of ways to raise — and avoid — taxes. 
They just did so in very di�erent circumstances.

One of history’s most famous tax revolts was the 
Boston Tea Party. You say it happened because the 
British cut the tax on tea. 

Keen: The tax on tea when it arrived in the Colonies 
was there not so much to raise revenue but as a matter of 
principle to show that if the British government wanted 
to levy taxes in the Colonies, it could. Needing to sell tea 
more cheaply and rescue the too-big-to-fail East India 
Company, the British cleverly removed a tax on the tea 
paid in London and kept the tax levied on the Colonies. 
But this proved too clever: Cutting the price of taxed tea 
threatened to put powerful smugglers, including John 
Hancock, out of business. Like other governments 
undertaking tax reform, Britain underestimated the 
power of the interest groups it was taking on — and lost. 

What are some of the most revolutionary changes in 
tax history?

Joel Slemrod: The biggest tax success story of recent 
times is the VAT, the value-added tax. It wasn’t levied 
anywhere until 1960. Now it raises about a third of all 
revenue worldwide. Over 160 countries have it, with the 
US being the prominent exception. 

Keen: The income tax was a landmark in tax history 
— the culmination, so far, of centuries of attempts to 
gure out who were the wealthy and where their money 
was. The obvious indicator in agricultural societies was 
land, which the Romans and Egyptians went to huge 
lengths to value and tax. Other and subtler indicators 

creo
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came to be used as societies grew more 
complex. Britain, where I’m from, added a 
tax on fireplaces because richer people had 
better-heated houses. But people hated 
this because an inspector had to enter your 
house to count fireplaces. So the 
government decided to tax windows, 
which also indicate wellbeing but can be 
counted from the street. To us, taxing 
windows may seem quaint, but — even 
though it led to many windows being 
bricked up — it was actually a smart 
response to the constraints that the 
government faced. And now we use 
income as the standard indicator of 
material wellbeing. But we all know 
income can be quite different from ability 
to pay tax — so maybe one day we will find 
a better measure of wellbeing.

What are other notable ways people 
have avoided taxes?

Slemrod: In other places, such as 
Poland and Vietnam, property tax liability 
was measured by street frontage. The 
result was tall, skinny houses that 
maximised the ratio of living space to tax 
liability. In 19th-century Britain, ships 
were taxed on the basis of the deck’s square 
footage, which led to ships with deep hulls 
in order to maximise the ratio of cargo 
space to deck space. This reshaping of 
ships was good for tax planning but not, 
sadly, for seaworthiness.

What do we learn from such episodes?
Slemrod: Wise tax policymakers 

should anticipate that individuals and 
businesses will respond to tax changes to 
minimise their tax burden, often with 
socially undesirable consequences. They 
should think ahead about how to 
minimise such unintended consequences 
and ponder what enforcement measures 
should accompany reform to ensure it 
can be implemented equitably and 
efficiently.

When people in the future look back, 
what will they say are the follies of 
today’s tax systems?

Keen: The principle of arm’s-length 
pricing. The idea of taxing multinationals 
by trying to figure out what one subsidiary 
company in a multinational hypothetically 
would have charged an unrelated company 
in some other hypothetical situation that 
quite possibly logically never could have 
arisen will surely seem decidedly quaint or 
even foolish. 

Slemrod: The idea of a tax return. In 20 
years, each taxpayer will have an account 
in the cloud like a frequent flyer account. 
You’ll see what activities have increased 
your tax liability and where payments have 
been extracted. We might even see the 
demise of the tax year — in today’s world, 
365 days is an inherently arbitrary period 
of time over which to assess income. 

Some taxes are not so much designed to 
raise revenue as they are to change 
behaviour. What’s your favourite 
example of that?

Slemrod: When Peter the Great wanted 
to westernise Russia in the late 17th century, 
he was infuriated that many of his nobility 
had long beards, which was not the French 
and British style. So he taxed beards: 
Sporting a beard in public required buying 
and wearing a token that said, “I’ve paid my 
beard tax”. Taxing beards rather than simply 
banning them made sense. Those nobles 
who really loved their facial hair could 
remit the tax and keep it, while those that 
didn’t love it that much would shave. 

Keen: That is pretty much the same 
logic that leads most economists to prefer 
carbon taxation of some form to 
regulation. It ensures that CO2 emissions 
will be cut, in order to escape the tax, 
where cutting is easiest, not where it is 
hardest. The tax gives the free market a 
helping hand.

Tax fairness has been a constant issue 
either via progressive taxes or poll 
taxes. There seems to be no ideal 
solution.

Slemrod: Yes, in part because social 
attitudes toward fairness vary over time 
and across countries. But trying to get right 
how the tax burden should be shared is an 
enduring challenge. 

Keen: One thing that has become clear 
is that people dislike poll taxes: taxes, that 
is, which are the same amount for 
everyone. But policymakers don’t always 
learn their lesson. England’s 14th-century 
poll tax led to a hugely violent peasants’ 
revolt, whose suppression required 
courage from the boy King Richard II and a 
good deal of violence. Six hundred years 
later Margaret Thatcher again introduced a 
poll tax, prompting riots in Trafalgar 
Square and massive noncompliance. Not 
long after, she was forced to resign. Tax 
follies, it seems, do sometimes repeat 
themselves.   ■

George Spencer is a freelance writer 
based in the US. To comment on this 
article or to suggest an idea for 
another article, contact Chris Baysden, 
an FM magazine associate director, at 
Chris.Baysden@aicpa-cima.com. 
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Adapt + Thrive: 2020 Association Integrated Report

The 2020 Association Integrated Report,
available at tinyurl.com/yfagsj6u, describes 

the organisation’s top ten achievements for the 
year and how its resources are used to create 
value. Included in the top ten are its global 
advocacy for COVID-19 relief and economic 
recovery, and expansion of access to 
professional quali�cation exams and support for 

career progression. Additionally, there was 
roll-out of a new pathway to the CGMA 
designation — the CGMA Finance Leadership 
Program (FLP). 

The report also sets out the Association’s 
strategic initiatives and highlights how its work 
supports eight of the UN Sustainable Development 
Goals (SDGs) in particular. 

Engage Europe Finance Awards 2021

At a virtual ceremony in May, Nick Jackson, FCMA, CGMA,
now CIMA Immediate Past President, announced the 

winners of the Engage Europe Finance Awards 2021. 
Jackson said: “These members, students, and partners go 

above and beyond to champion responsible �nance, enhance 
individuals’ careers, and keep management accountants at the 
forefront of business and �nance.” 

The winners were:
y Student of the Year: Khalid Ali, CIMA Advanced Diploma

in Management Accounting, senior �nancial project 
coordinator, Ramboll UK.

y Tutor of the Year: Jamie Bacon, ACMA, CGMA, senior tutor
and cohort team leader, BPP Professional Education. 

y Finance Business Leader of the Year: Richard O’Donnell,
FCMA, CGMA, �nancial controller, Dunelm Optical.

y Responsible Finance Team of the Year: Evergreen Garden
Care.

y Finance Transformation Project of the Year:
Restructuring Programme — “Turning a Negative Into 

Positive”, Rolls-Royce. 
 There were two additional awards:
y Student of the Year commendee: Major Sean Sapsford,

�nance and human resources o�cer, British Army.
y Tutor of the Year commendee: Renata Korshykova,

Ph.D., associate professor, Kyiv National Economic 
University.
Further details are available at tinyurl.com/yjcsmbma.
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CIMA Emerging Leaders Competition: Winners announced

The CIMA Emerging Leaders
Competition 2021 took place in 

Russia via videoconferencing in May, 
organised by HSE University. Out of 38 
teams from seven universities that 
applied, six teams went through to the 
�nal round. 

The winners were:
y Count&Win from Southern Federal

University in Rostov-on-Don, Russia.

y MiM team from HSE University in
Moscow.

y iRiski team from HSE University in
Moscow.
Members of the winning teams gain 

the opportunity for free tuition and exams 
in the CIMA Certi�cate in Business 
Accounting programme (Cert.BA) and to 
fast-track their application for a three-
month internship with Unilever in Russia, 

which also 
supported the 
competition.

Additionally, in 
Russia, the 
Association has partnered with HSE 
University to deliver a two-year 
programme — Master of Business 
Analytics — taught in English online on 
Coursera. 
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Association leaders speak at Poland events

Andrew Harding, FCMA, CGMA, chief executive–
Management Accounting at the Association of 

International Certi�ed Professional Accountants, spoke on 
“How the New Regulatory Environment Will Impact Financial 
Business Models” at the Association of Business Service 
Leaders’ (ABSL’s) mid-June FDI Forum that took place in 
Warsaw. 

ABSL represents more than 200 companies in Poland’s 
business services sector.

Harding, who pre-recorded his presentation for the “Talent 
Boosting Investments” event, said: “[COVID-19] was a big reset for 
the world. Poland needs to seize the opportunity by 
di�erentiating itself through its talent, developing �nance skills 
for the future, and building its reputation for excellence.”

AICPA & CIMA were the gold partner for the event, which had 
guests from global businesses and national authorities, and 
international experts. Poland’s prime minister, Mateusz 

Morawiecki, also attended.
The Association’s Tom Hood, CPA/CITP, CGMA, executive 

vice-president–Business Growth & Engagement, spoke at EY’s 
Financial Controlling Transformation 2021 forum also in June in 
Warsaw.

Hood’s session, “The Future of Work — Financial Controlling 
in the Next Normal. Now”, covered �nancial controlling’s latest 
trends and the opportunities for controllers to shift from being 
“scorekeeper” to a value-added business partner.

Hood said: “[Trends] which were happening before the 
pandemic accelerated during the pandemic, like e-commerce or 
digital tools. Because of that we can say that 2020 was the new 
2025.”

He added that in a period of rapid change, “the winners are 
going to be the people who can learn faster than the rate of 
change and faster than their competition”.

Institute awards silver medals

Two awards of the Institute silver 
medal were announced at CIMA’s 

Annual General Meeting in June, with 
presentations being made in 
September.

Elaine Richardson, FCMA, CGMA, has 
been awarded the silver medal for her 
leadership and contribution to promoting 
CIMA and management accounting 
worldwide. 

Throughout her public-sector career 
and time as a CIMA member, she has held 

many Institute roles including as a Council 
member and Benevolent Fund chair.

She is currently a trustee for several 
charities, and her work with them includes 
developing strategies and initiatives, and 
moving them towards digitalisation and 
smarter ways of working.

Trevor Hassall, FCMA, CGMA, has been 
awarded the silver medal for his 
contribution to advocating for CIMA and 
management accounting in the 
educational sector.

Previously, Hassall was leader of the 
Accounting and Business Education 
research group at She£eld Hallam 
University in the UK and is now Emeritus 
Professor of Accounting Education at the 
university. Both his teaching and 
research have been recognised by 
national awards.

Hassall’s CIMA roles included serving 
on Council and being Lifelong Learning 
Committee vice-chair and She£eld 
branch president.

Sustainability and  
ESG brie�ngs

Aseries of AICPA & CIMA reports available at tinyurl.com/
y¦n54wq focus on how sustainability, business, and the 

�nance professional’s role come together. They include 
brie�ngs on the major sustainability frameworks and 
guidance, such as from the Task Force on Climate-Related 
Financial Disclosures (TCFD), the Global Reporting Initiative 
(GRI), the Sustainability Accounting Standards Board (SASB), 
and the International Integrated Reporting Council (IIRC). In 
addition, brie�ngs cover speci�c environmental, social, and 
governance (ESG) issues.

Sri Lanka Young Member 
Mentoring Programme 2021

CIMA Sri Lanka launched in June its 2021 mentoring 
programme for young Associate members ages 25–35, 

aimed at helping them develop their careers through advice 
and learning from CIMA members who are business leaders 
based in the country and overseas. 

CIMA’s country manager for Sri Lanka, Zahara Ansary, FCMA, 
CGMA, said: “We’ve assembled a dream team of industry leaders 
who are ready to provide our young members with practical 
guidance and insights on their career path. We anticipate this to 
be of immense bene�t for our members, as has been evidenced 
[by] the feedback received on last year’s programme.”
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Transition away from LIBOR: Are you and your clients ready?

A s you may be aware, public authorities globally have 
announced that the London Interbank O�ered Rate 

(LIBOR), the benchmark for interest rates based on predicted 
interbank lending, will end in its current form on 31 
December 2021 (mid-2023 for US Dollar LIBOR), and the 
market should move to robust alternative rates. The 
transition began in 2017, and the deadline is rapidly 
approaching.

In the UK, the Bank of England and the Financial Conduct 
Authority (FCA) have been working with lenders, regulators, 
professional services �rms, and trade associations to deliver a 
smooth transition away from LIBOR. The industry Working 
Group on Sterling Risk-Free Reference Rates has produced a 
swath of information for businesses, available at tinyurl.com/
yfdzzl5z. 

For businesses, the LIBOR transition means two key things: 
Firstly, there will be no more new loans based on LIBOR, and, 
secondly, any existing business contracts based on LIBOR that 
mature after December 2021 should be converted to alternative 
rates.

For sterling, the new loan transition has been delivered. 
Since April 2021, banks and lenders have no longer been able to 
issue loans based on LIBOR, so any new loans will reference a 
“risk-free rate” or an alternative non-LIBOR rate. 

The conversion of existing contracts is happening now, and 
as the deadline moves closer and banks and lenders increase 
their communications with a�ected clients, businesses will 

need support in understanding the di�erent rates and the 
impact of a change in rate on their business. 

For many, this support will come from their accountants and 
advisers, who will play a crucial role in guiding clients through 
this.

As LIBOR is found in commercial loans, leasing and 
servicing contracts, discount rates used in valuations, and 
company pension schemes, it is important businesses look at 
the bigger picture of all borrowing, timings, and requirements 
and understand if and how this a�ects them. 

Though it is worth checking �nancial facilities �rst, LIBOR 
may also be present in other less obvious areas such as 
intra-group accounts and commercial contracts such as in 
late-payment clauses.

UK Finance has published two guides to support you and 
your clients on the LIBOR transition. These guides will be of 
use to large, medium, and small businesses and are therefore 
relevant to members working in business and Members in 
Practice. They are an introductory guide for SMEs available at 
tinyurl.com/y�y52jm; and a more detailed joint CBI best 
practice resource available at tinyurl.com/yja579ag. An 
additional UK Finance LIBOR Transition SME resource available 
at tinyurl.com/rafujr7u answers frequently asked questions 
and signposts businesses to all the other key information 
available.

CIMA will notify members about any further guidance from 
UK Finance. 

CPD and the monitoring process

We randomly select members each 
year to submit their CPD records 

for review. 

How will I know if I have been 
selected?
Letters or emails are sent to all those 
randomly selected for CPD monitoring, 
including both members employed in 
business and Members in Practice. 

You can either submit your CPD record 
via the Competency and Learning website 
at competency.cgma.org or you can 
con�rm that you work for an accredited 
employer. 

If you miss the deadline for CPD record 
submission stated in the letter or email 
sent to you, you will be deemed 
noncompliant, which will result in action 
by CIMA. For more information, visit 
cimaglobal.com/cpd. If you are retired or 
not in paid work, please get in touch at 
cpd.monitoring@aicpa-cima.com, as you 

may not be required to submit a learning 
record.

How can I prepare?
Keep a record of your CPD — it’s good 
practice and means you’ll be ready when 
randomly selected. Review the CPD 
requirements set out on the CIMA website 
at tinyurl.com/5¦dr2uz. There’s also a list 
of FAQs.

Check whether your employer is 
accredited. CIMA members working for 
accredited employers can use their 
personal development plan as evidence of 
CPD compliance. A list of accredited 
employers can be found at  
tinyurl.com/3a2wc48e.

If your employer is accredited, make 
sure your employment details are up to 
date in My CIMA so that your place of 
employment can be veri�ed. If your 
employer isn’t accredited, you will need to 
submit your CPD record via the 

Competency and Learning website.
When preparing your My Learning 

record on the Competency and Learning 
website, make sure you add all the job roles 
you have had during the period being 
monitored. 

CPD activities can be formal (eg, a 
course or conference) or informal (eg, 
reading articles/journals, giving 
presentations, or training a colleague).

Further guidance on how to record your 
CPD is available at tinyurl.com/3s4atkkx. 

Please get in touch via cpd.monitoring@
aicpa-cima.com if you have any questions.

Please go to tinyurl.com/4xcsuc9a to 
give feedback on this article. The closing 
date is 1 November 2021.
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The manufacturing world is 
facing one of its greatest 
challenges in years — a global 
shortage of semiconductors — 
and there doesn’t appear to be an 

end in sight any time soon.
According to Acer, one of the world’s 

largest laptop manufacturers, companies 
will still be affected by this shortage until at 
least the first half of 2022. Semiconductors 
are an essential component of electronic 
devices, found in everything from cars and 
factory machinery to dishwashers and 
mobile phones. They harness the 
conducting properties of semiconductor 
materials (such as silicon), through the use 
of electric or magnetic fields, light, heat, or 
mechanical deformation, to control the 

electric current flowing into a device.
Like many current global challenges, this 

shortage initially began as a result of the 
COVID-19 pandemic. Staff at semiconductor 
foundries in China and around the world 
were unable to go to work, plants were 
closed, and production halted, which led to 
a lack of supply. The movement of that 
supply was also slowed down by tighter 
restrictions at ports and international 
borders.

At the same time, employees started 
working from home, children and students 
started studying from home, and many of 
us were confined to our homes for long 
periods. New equipment was needed to 
support these changes, establish makeshift 
offices and classrooms in our homes, and 

upgrade our existing home entertainment 
options. This prompted a sudden increase 
in demand for many of the devices that rely 
on semiconductors.

Even before this crisis, the demand for 
semiconductors was growing steadily, as 
products continue to become more 
sophisticated and technologies such as 5G 
and the internet of things become ever 
more integrated into our world. The only 
realistic solution is to increase the supply of 
semiconductors, and chip maker Intel has 
already announced plans to scale up its 
manufacturing of semiconductors, with 
new factories opening in the US and Europe. 
However, this will take time, so consumers 
will likely still be feeling the impact of this 
shortage well beyond Christmas 2021.  

Yes, the global microchip shortage is COVID-19’s fault.  
No, it won’t end any time soon.

The Conversation via Reuters Connect

Microchips and the global 
supply chain

The global supply chain of a smartphone processor

US

Taiwan

China

Europe

JapanS. Korea

Malaysia

DESIGN
United States firms provide so�ware for chip designs, which 
may rely on intellectual property licenses from Europe.

EQUIPMENT
Manufacturing equipment is developed in the United 
States, Japan and Europe

MATERIALS
Silicon is mined and refined in the United States and then 
processed into wafers in Japan and South Korea.

MANUFACTURING
Wafers and circuits are manufactured in Taiwan and 
Malaysia.

COMMERCIALIZATION
Chip is included in smartphone designs by a United States 
manufacturer which are assembled in China and sold to 
consumers around the world.

DESIGN
US firms provide so�ware for chip 
designs, which may rely on intellectual 
property licences from Europe.

EQUIPMENT
Manufacturing equipment is 
developed in the US, Japan, 
and Europe.

MANUFACTURING
Chips are manufactured
and packaged in Taiwan
and Malaysia and eventually
assembled into smartphones
in Mainland China.

MATERIALS
Silicon is mined and 
refined in the US and then 
processed into wafers in 
Japan and South Korea.

Semiconductor production involves hundreds of di�erent materials and processes, with pieces of the 
supply chain spanning the globe.
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Source: Boston Consulting Group.

C. Canipe 12/04/2021
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Wooden pontoons dredge the 
seabed for deposits of tin ore 
off the coast of Toboali, on the 
southern shores of the island of 
Bangka, Indonesia, 1 May 2021.

Tin mining
at sea

M ore miners in Indonesia, the world’s largest tin-exporting country, are 
heading offshore as reserves on land dwindle and the demand for tin 
soars. About half of all tin sold globally goes to make solder, the 
fusible metal alloy used to connect semiconductor chips to circuit 
boards and electronic devices. High demand for smartphones, 

laptops, and televisions during the COVID-19 pandemic sent the price of tin to a high 
in June, last seen a decade ago. Local fishermen and environmentalists are 
campaigning to halt the sea dredging because of concerns about it harming marine 
life and mangrove swamps along the coast. 
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