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Introduction

in Hong Kong are delaying investments that 
are essential for revenue growth. Only 34% of 
companies elsewhere say the same.

Are finance functions in China and Hong Kong 
up to the challenges of the global recession? Are 
CFOs on the right track to ensure the survival of 
their firms? What can they do to boost the chances 
of their companies emerging stronger and more 
profitable when recovery comes? In answering 
these and other questions, this report gleans 
insights that will help finance chiefs and other 
executives ensure success today and in the future.

About this report
The Economist Intelligence Unit and CFO Asia 
Research Services (CARS) launched a research 
project in collaboration with ACCA in March 2009 
on the CFO’s new environment in China and Hong 
Kong, and compared the findings with those in the 
rest of the world. 

The Economist Intelligence Unit and CARS jointly 
developed the parameters for this study with ACCA, 
which funded the research and publication of the 
report. We would like to acknowledge the ACCA team 
for their input and support. Cesar Bacani, Research 
Editor at CFO Asia Research Services, developed 
the hypotheses and survey, analysed the results, 
conducted the interviews and wrote the report. 
Edward Ma of CARS co-ordinated the survey launch 
and report publication.

We would also like to thank the business 
executives who took the time to share their views 
with us.  

Demographics
A total of 256 respondents from China and Hong 

1 Interview with Frank Lai, CFO of China Resources Microelectronics, March 16th 2009.

The Economist Intelligence Unit and CFO Research 
Services conducted this study for ACCA, the global 
body for professional accountants, polling 256 
finance and other executives in China and Hong 
Kong as part of a survey of 714 senior executives 
around the world. The study examines the 
impact of the global economic crisis on the CFO’s 
environment and how the finance function is 
responding to the turmoil. 

The findings show that the role of the CFO is 
more important today than a year ago. Finance 
now works more closely with business units in 
strategic planning, and CFOs are more involved 
in formulating corporate strategy. The majority 
of the executives surveyed said that the CFO’s 
contribution is perceived internally as more 
valuable and that the finance function is getting 
more boardroom support.

CFOs in China and Hong Kong need all the 
help they can get, and this survey found that 
finance faces new challenges. The respondents 
say, for example, that the economic and business 
environment is so uncertain that it is difficult 
to develop a long-term strategy. Companies 
also face more scrutiny from stakeholders. “In 
the past, banks looked at your assumptions and 
historical performance in a straightforward 
process,” says Frank Lai, CFO of China Resources 
Microelectronics. “Now they ask for third-party 
reports and other materials that support your 
assumptions, and they are more prepared to visit 
you because they want to see what’s going on.”1  

In general, companies in China and Hong Kong 
are responding to the global economic crisis 
in the same way as their peers elsewhere. One 
exception: 41% of enterprises in China and 44% 
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Kong participated in this survey. They are CFOs, 
financial controllers, directors of finance, chief 
accountants and other senior executives who work 
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...hold positions with the following titles...
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...and engaged in the following sectors:
(% respondents)

China  64%

Hong Kong  36%

Base: 256 respondents

Respondents are based in the following jurisdictions...
(% respondents)

in companies that vary widely in terms of revenue, 
size and industry type.  
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Executive summary

This survey of 256 chief financial officers, chief 
executive officers, financial controllers, directors 
of finance, chief accountants, and other senior 
executives in China and Hong Kong finds that 
the roles of the CFO and the finance function 
are changing as a result of the global recession. 
Notable findings include the following:

• In their forward planning, 50% of 
respondents in China and Hong Kong assume 
that the global economic crisis will hit their 
local economy as hard as the rest of Asia. 
However, this is largely a reflection of the 
pessimism among the executives surveyed in Hong 
Kong. The majority (53%) of respondents in China 
believe that the mainland economy will escape the 
worst of the recession, compared with only 22% of 
those in Hong Kong who say the same of the Hong 
Kong economy. The relative optimism of mainland 
respondents may reflect their confidence in the 
efficacy of the government’s Rmb4trn (US$585bn) 
fiscal stimulus package and the resilience of 
the country’s 1.3bn-strong domestic market—
something that Hong Kong with its mere 7m 
people cannot fall back on. 

• In both China and Hong Kong, the finance 
function’s approach to the crisis is to focus 
primarily on optimisation of cash, treasury and 
financial management, and on cost-cutting. 
But more executives surveyed in the mainland 
(54%) say their companies are focused on cash 
flow rather than strictly on accounting profits; 
just 29% in Hong Kong say the same. On the 
assumption that the mainland economy will 
escape the worst of the global crisis, companies in 
China may be more focused on getting cash flows 
moving, rather than on actually making money, in 

anticipation of stronger demand and intensified 
competition when the economy recovers. Given 
their dim view of the immediate prospects of the 
Hong Kong economy, respondents in Hong Kong 
may be more focused on breaking even or turning a 
small profit in order to survive as a going concern, 
even if that means steep reductions in employee 
numbers and other costs.

• Like their peers in the US and Europe, the 
executives surveyed in China and Hong Kong 
say that the CFO’s role in their firm is more 
important now than a year ago. CFOs are taking 
a more active role in risk identification and 
management, capital expenditure decisions and 
overhead-cost reduction initiatives. The hands-on 
approach extends to routine transactions; most of 
the executives surveyed in China and Hong Kong 
say the CFO is now more actively involved in credit 
control, cash collection and tax planning.

• Enterprises in China and Hong Kong 
are delaying investments regarded as non-
essential, but they are also postponing 
important strategic decisions. Worryingly, 41% 
of the executives surveyed in China and 44% 
in Hong Kong say their companies are delaying 
investments that are essential for revenue 
growth; only 34% of respondents in the US and 
Europe say the same. Some 55% of respondents 
in the West say important strategic decisions are 
being delayed. The proportion in China is a much 
higher 66%; in Hong Kong, it is 67%. This raises 
the question of whether companies in China and 
Hong Kong are being overly cautious in making 
decisions and investments, which could hurt their 
competitiveness with Western rivals when the 
good times return.
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• Companies in China and Hong Kong are at 
least moving strongly on important internal 
processes, with most respondents saying 
their companies have already overhauled the 
budgeting and forecasting system or have plans 
to do so. The majority have also made changes or 
plan to make changes to internal control and audit 
procedures.

• Reassuringly, the majority of respondents 
in China and Hong Kong reckon that their 

accountancy and business training has provided 
them with the skills and expertise needed to 
meet the challenges of the global recession. 
Asked where they get further information and 
training, most of the executives surveyed point 
to conferences and training courses. More 
respondents in China depend on external auditors 
and accountants (44%) than in Hong Kong 
(29%). More respondents in China also rely on 
management consultants for information and 
training (34%) than those in Hong Kong (17%).
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Part 1:  
In crisis mode

economic crisis. In contrast, 71% of respondents 
in Hong Kong assume that the local economy will 
be hit as hard as the rest of Asia. Very few in either 
market think that their local economy will suffer 
more than other economies in the region.

The relative optimism in China may be due 
to the government’s fiscal stimulus package, 
which is equivalent to around US$585bn and is 
showing tentative results. Respondents may also 
be counting on growing domestic consumption. 
Observes one China-based executive: “We’re 
seeing resilience in companies engaged in 
domestic trade, while export-oriented companies 
are less resilient.”

Relative optimism is highest among state-
owned companies (see Exhibit 2), with 58% saying 
the local economy will escape the worst of the 
crisis. Multinationals (55%) and smaller private-
sector enterprises (57%) assume that the local 
economy will suffer as much as others in Asia. 

N
o country in the world is escaping 
unscathed from the global economic 
crisis, not even China, which reported 
GDP growth of 6.1% for the first quarter 

of 2009, the slowest year-on-year expansion since 
1992. At least it is still growing strongly, with 
Beijing still hopeful of achieving 8% growth this 
year. In contrast, Hong Kong’s GDP contracted by 
2.5% year on year in the fourth quarter of 2008 
and the outlook is no better. “The Hong Kong 
economy is likely to contract in 2009 by 2% to 
3%, the first decline since 1998,” the government 
conceded in a recent press release.2

Economic assumptions
These differing economic fortunes are reflected 
in the assumptions businesses make in their 
forward planning. As Exhibit 1 shows, the majority 
of executives in China (53%) believe that the 
mainland economy will escape the worst of the 

2 “Outlook for the Hong Kong Economy in 2009,” press release by the Government of Hong Kong Special Administrative Region 
at http://www.hkeconomy.gov.hk/en/forecasts/content.htm
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State-owned enterprises appear to accept 
the government’s growth forecasts and 
presumably conduct their planning accordingly. 
Multinationals and private-sector companies 
appear to be more sceptical. If China indeed 
recovers faster than multinational and private 

companies are assuming, state-owned 
enterprises might end up in a better position to 
take advantage of the upturn.

Approach to the crisis
In both China and Hong Kong, companies are 
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Exhibit 2: Assumptions about the local economy according to company type
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responding to the crisis primarily by optimising 
cash, treasury and financial management 
processes (78%) and by cutting costs (73%), as 
Exhibit 3 shows.

Interestingly, some 54% of executives in China 
say their finance function is focusing strictly on 
cash flows, not accounting profits. Only 29% of 
respondents in Hong Kong say the same.   

This may reflect a divergence of views among 
respondents about the prospects of their local 
economy. Because they believe that China will 
not be as badly affected as other economies, 
mainland companies may be more focused on 
cash flow rather than profits in anticipation of 

stronger demand and intensified competition 
when the economy recovers. Their strategy may 
be to move more inventory now—even at a slight 
loss—in order to expand market share and raise 
cash to acquire distressed assets. This, in turn, 
could put them in a good position to reap big 
profits when the good times return.  

Given their dim view of the immediate 
prospects of the Hong Kong economy, 
respondents in Hong Kong may be more focused 
on breaking even or turning a small profit in order 
to survive as a going concern, even if that means 
steep reductions in payroll and other costs.  
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Like other exporters in China, Landy 
International, a personal-toiletries 
maker based in Xiamen, grew fat dur-
ing the boom years. The company took 
advantage of the mainland’s low manu-
facturing and labour costs to sell its 
products to US-based Wal-Mart and four 
other large customers, plus some 200 
small and medium-sized companies in the 
US and Europe. As revenues hit US$30m, 
Landy prepared to list on the London 
stock exchange last year.

 But then the global credit crunch 
escalated into a full-blown economic 
recession in Landy’s export markets, 
forcing the company to shelve its planned 
initial public offering (IPO). Now it is 
looking to diversify its markets—by 
expanding in China itself. “The domestic 
market is huge, that’s why our CEO [who 
is also the company’s owner] would like 
to turn to China,” says Jack Qiu, Landy’s 
group CFO. He expects a quarter of sales 
to come from the mainland this year, and 
half in 2010. “We foresee that by the end 
of this year we can get our investment 
[spending in China] to equal returns, 
but from next year, we will get excellent 
returns from this project,” Mr Qiu 
forecasts.3 

It is a new environment for the finance 
function. Mr Qiu now spends his time 
helping the new domestic business get 
off the ground, while also tightening 
financial management on the export side, 

which saw sales fall by about a tenth in 
2008. “We got a little bit of impact [from 
the crisis] especially from the last quarter 
of last year,” Mr Qiu concedes. “We run 
some risks, but we are sure we can get 
our money from them [foreign buyers].” 
As CFO, he has become especially vigilant 
of receivables, especially those from 
small and medium-sized enterprises. 
His staff now closely monitors weekly 
cash and sales reports. “Based on that, 
I will inform and push customers to pay, 
otherwise we stop the order.”

Mr Qiu would like to think that 
the decline in the export business 
has stabilised. “Our products are not 
expensive,” he says of the crystal soaps, 
herbal essences, lotions and other bath 
items Landy manufactures. “They’re not 
at the luxury end.” The company believes 
that US and European consumers are not 
likely to make deep cuts on their usage of 
its products, or at least not to the same 
extent as they would more expensive 
items such as perfumes. But it accepts 
that demand may not grow either, which 
is why it is banking on China for its future 
growth. 

Landy is counting on the steady 
expansion of the ranks of China’s middle 
class as the economy continues to grow. 
The World Bank forecasts 6.5% GDP 
growth for the mainland this year, down 
from 9% in 2008 but much better than 
the growth outlook for the US (-2.4%), 

Landy International: Focus on China

the EU (-2.7%) and Japan (-5.3%).4 
“This year’s revenues could increase by 
20% over last year [because of domestic 
sales],” predicts Mr Qiu, who goes on to 
forecast an eventual doubling of revenues 
as Landy’s revenue mix becomes 50% 
exports and 50% domestic sales.

But selling directly to consumers 
at home is different from supplying 
products in bulk to department stores 
abroad. Money must be found for new 
structures, including distribution 
channels, sales and marketing networks, 
brand-building initiatives, and research 
and development. Landy’s first stores 
are scheduled to open in Shanghai and 
Hangzhou. Franchises and distribution 
through such chains as Wal-Mart and 
Tesco are under consideration. 

“We do need some money for all of 
this,” says Mr Qiu. For now, internal cash 
flow and new funds from the company’s 
owner are sufficient. Landy does not have 
bank loans, but Mr Qiu does not rule this 
out. “Our financial standing is good, so 
the banks are enticing us to borrow money 
from them,” he says. An IPO is also still on 
the cards, although Mr Qiu says it depends 
on when the London market recovers.

3 Interview with Jack Qiu, CFO of Landy 
International, March 18th 2009.
4 “Global Economic Prospects 2009: Forecasts 
Update, March 31st 2009.” World Bank DEC 
Prospects Group.
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Mulitex Group, a Hong Kong garments 
company established in 1969, has oper-
ated in all sorts of business environ-
ments, from the oil shock of the 1970s 
to the Black Monday stockmarket melt-
downs of the 1980s to the Asian financial 
crisis in 1997-98 to the SARS epidemics 
in Hong Kong and China early this cen-
tury. But this current global crisis, says 
group finance director S. Venkateswaran, 
“is something very extraordinary.” Past 
crises were localised, so if one market 
had problems, others could compensate. 
Not this time. “It’s not one market that’s 
affected,” says the CFO. “Every market 
is getting hit. That’s the biggest chal-
lenge.”

As the unlisted, privately owned 
Mulitex forecasts a 30-40% fall in sales 
in the fiscal year to March 2010, the 
finance function finds itself navigating 
unfamiliar terrain. For the first time in 
its history, the company is laying off 
workers. The number of people in the 
Hong Kong offices will be trimmed by 
20%, from 300 to 240. Most are back-
office staff, including several from the 
finance function. “It’s very emotional, 
but I have to keep my heart and mind 
separate,” says Mr Venkateswaran. “We 

are cutting bonuses and salaries, we are 
curtailing entertainment expenses, we 
are curtailing everywhere we can curtail 
because the revenues are not going to be 
there.”

Those who are left are measured 
against new key performance indicators. 
“They cannot just break even,” says Mr 
Venkateswaran. “They have to generate 
gross revenue to cover their expenses, 
plus contribute a little bit at least [to the 
bottom line].” The numbers, actual and 
forecast, are updated continually. “In the 
good years, you make a budget once and 
you just need to take a look to see where 
there are variances. In a year like this, 
we have to be revising the budget on a 
monthly basis.”

Finance is also more vigilant about 
receivables. “Payments are really getting 
slow,” says the CFO. “And there’s a 
gradual deterioration in the quality of 
customers, which is not unexpected.” 
Mulitex categorizes the buyers of its 
garments into four groups, from A to D, 
based on their ability to pay. The company 
has decided not to sell to “D” customers 
for the next year, and has cut the credit 
limit of “C” clients to US$200,000 from 
a maximum of US$500,000. “We want 

Mulitex Group: Down, not out

A and B category customers to buy, 
but they don’t always want to buy,” Mr 
Venkateswaran sighs. 

Fortunately, the banks have not 
withdrawn or trimmed Mulitex’s credit 
lines. “The only thing is, the banks aren’t 
giving us extra time [for repayment], 
which used to be pretty common in 
the past. If you’re delayed a little bit, 
they would say, OK, we can find you 
one month’s extra time, two weeks’ 
extra time. They are apparently being 
monitored by the Hong Kong Monetary 
Authority more closely, because all the 
deposits of the banks have been fully 
guaranteed by the HKMA, so lending 
policies are more closely monitored.” 

There have been cutbacks in 
investments as well, although spending 
for future revenue growth will not be held 
back. “If we have to, we’ll dig deep into 
our pockets,” says Mr Venkateswaran. “If 
[a potential acquisition] is related to our 
business, particularly a vertical creative 
such as a factory with excellent capacity 
that is in the real doldrums, we’ll jump in 
and take advantage for the good years to 
come. And the good times will return.”
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Part 2:  
A new environment

F
inance departments in China and Hong 
Kong are finding themselves in new 
territory as the global economic crisis 
continues to unfold. “We’ve gone 

through the 1997 financial crisis, SARS [in 2003] 
and all that, but this is extraordinary,” says S. 
Venkateswaran, group finance director of Mulitex 
Group in Hong Kong. “We export to various 
places, so if one market is having an issue, other 
markets compensate for that. But now no market 
is an exception. Every market is getting hit.”5

“The rapid changes in the external market 
environment demand rapid response, which can 
be achieved only if up-to-date financial data and 
effective analyses are in place,” says a respondent 
in Hong Kong. “This puts the CFO in an important 
position as he or she can deliver on these 
requirements if adequately prepared.”   

 Importance of finance
The role of the CFO is being accorded higher 
importance now than it was a year ago, as the 
global economy falls deeper into recession. The 
vast majority of respondents in China, Hong Kong, 
and the rest of the world agree or strongly agree 
with this statement (see Exhibit 4). They also 
agree or strongly agree that the CFO’s contribution 
is now perceived to be more valuable internally, 
that the finance function gets more boardroom 
support, that the CFO is more involved in the 
development of corporate strategy, and that 
finance works more closely with business units in 
strategic planning.   

Surprisingly, more respondents in China (82%) 
and Hong Kong (79%) say that the CFO is more 
involved in formulating corporate strategy today 
than a year ago, compared with executives in the 

5 Interview with S. Venkateswaran, Group Finance Director of Mulitex Group, March 10th 2009.
6 Future Perfect: The CFO of Tomorrow, CFO Asia Research Services, July 2008
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rest of the world who say the same (67%). A similar 
trend is evident when respondents were asked 
to agree or disagree with the statement that the 
finance function is working more closely with 
business units in strategic planning—a higher 
proportion of executives in China (85%) and Hong 
Kong (76%) agree or strongly agree, compared with 
72% in the rest of the world. 

A 2008 study by CFO Asia Research Services 
found that only 15% of executives surveyed in Asia, 
including China and Hong Kong, spend more than 
half of their time on decision support, business 
strategy and other commercial work; the majority 
are still focused on traditional finance tasks 
such as transaction processing, compliance and 
reporting.6 That a large majority of respondents 
in China and Hong Kong now say that the CFO is 
more involved in strategy today compared with 
a year ago suggests that the global recession 
is accelerating the expansion of the finance 
function’s remit beyond mere bean-counting.

Giving the CFO a more prominent seat at the 
strategy table is a smart move, given the murkier 
waters in this particular recession, which traces 
its roots to a global credit crunch. Indeed, seven 
out of ten respondents in China, Hong Kong, and 
the rest of the world say developing a long-term 
strategy is more difficult today than it was just a 
year ago (see Exhibit 5). 

“In good times, business unit GMs are typically 
louder at the table,” says a respondent in China. 
“Not so during challenging times like this. The 
CFO and finance leadership are expected not just 
to conserve cash, but to help chart a course over 
the next three to four years that is acceptable 
to shareholders, customers and employees.” 
Now more than ever, adds this respondent, “the 
objectivity of the CFO and his or her acumen and 
intellect are being called upon.”

Courses of action
Exhibit 5 also shows some of the business 
strategies the CFO is helping to shape. Eight out 
of ten executives surveyed in China, Hong Kong, 
and the rest of the world say that their companies 
are delaying non-essential investment until 
economic conditions improve. A smaller majority 
agree or strongly agree that, where possible, 
their companies are delaying important strategic 
decisions.

It is interesting to note the divergence between 
companies in China and Hong Kong, on the one 
hand, and those in the rest of the world, on the 
other, on the issue of delaying important strategic 
decisions. Fewer respondents in the rest of the 
world (55%) say their companies are doing this, 
compared with the proportions in China (66%) and 
in Hong Kong (67%).

79
75

77

66
67

55

88
87

83

41
44

34

 Developing a long-term strategy is more difficult now than a year ago
China
Hong Kong
Rest of the world

Where possible the company is delaying important strategic decisions until economic conditions improve

The company is delaying non-essential investment until economic conditions improve

The company is delaying investments that are essential for revenue growth until economic conditions improve

Base: 165 respondents in China; 91 in Hong Kong; 458 in rest of the world.

Exhibit 5: Strategy and investments, % of respondents who agree or strongly agree
(% respondents)
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The same trend is evident on the issue of 
delaying investments deemed essential for 
revenue growth. Fewer executives surveyed in 
the rest of the world (34%) say their company is 
postponing such spending, compared with China 
(41%) and Hong Kong (44%). 

The respondents were also asked what other 
courses of action they have taken or plan to take 
in response to the economic crisis. As Exhibit 6 
shows, the three most common strategies are 
increasing internal communications, making 
changes to the budgeting and forecasting process, 
and introducing new key performance indicators.

“It is more important than ever to enhance 
internal communications,” says one Chinese 
executive. “With the rapidly changing economic 
environment, each unit within a company should 
be very sensitive to changes in its own field and 
promptly forward important information to the 
general manager and board to help them adjust 
their judgments.” At Mulitex Group, more face-to-
face meetings are being held. “We need to share 
information, especially since we have people who 
have been with us for more than 20 years,” says 
finance director S. Venkateswaran. “We have to 
explain the cost-cutting measures and headcount 

96
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93
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80

87
67

77

91
65

67

87
70

64

 Increase the amount of internal communications (e.g. with the board, business, units, etc.)

Make changes to the budgeting and forecasting process

Introduce new key performance indicators

Increase the amount of external communications (e.g. with suppliers, investors, banks, regulators, etc.)

Make changes to internal control and audit procedures

China
Hong Kong
Rest of the world

Base: 164 respondents in China; 91 in Hong Kong; 458 in rest of the world

Exhibit 6: Actions companies have taken or plan to take
(% respondents)

reduction to them.” 
The proportion of responses about courses 

of action already taken or in the planning stage 
is notably higher among respondents in China 
compared with that in the other markets surveyed. 
For example, 96% say their companies have 
increased or plan to increase the level of internal 
communications, compared with 79% each in Hong 
Kong and in the rest of the world who say the same. 

This does not necessarily mean that companies 
in Hong Kong and the West are not responding to 
the changed environment as proactively as those 
in China. It may be that enterprises in developed 
markets judge that their internal and external 
communications, budgeting and forecasting, 
and so on are already robust enough to meet the 
challenges of the global recession. 

Businesses in China, however, may be 
discovering that their systems are not as strong. 
After all, the country’s transition from a command 
economy to a more market-oriented one is still 
incomplete. Many inefficiencies in budgeting, 
forecasting, performance appraisal and other 
processes do not matter that much when business 
is booming, as has been the case in China until 
recently.
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During the good times, China Resources 
(CR) Microelectronics was criticised for 
keeping high levels of cash. “We had 
people telling us cash reserves do not 
bring returns to shareholders,” recalls 
CFO Frank Lai. But now that the world is 
in recession, “they are keeping quiet.” 
The Hong Kong-listed company, which is 
majority owned by China Resources, one 
of China’s largest state-owned enter-
prises, had cash on hand of HK$856.9m 
(US$111m) as of end-2008, a cushion that 
should help it weather the downturn.

The finance function is far from 
complacent. “I’m still keeping a slightly 
higher than normal level of cash on 
hand,” says Mr Lai. “I’m now up to 
HK$900m, mainly by addressing our 
inventories and accounts receivable.” 
Some of the company’s silicon wafers 
and integrated circuit (IC) products for 
televisions, computers, audio and other 
electronic items are being sold at a slight 
loss to keep cash flow moving. 

Backed by a well-known state-owned 
enterprise, CR Microelectronics should 
have no problem borrowing from banks. 
“But you never know,” says the CFO, who 
estimates that China’s banks have now 
lent out 80% of their yearly credit, leaving 
just 20% or so for lending for the rest of 
the year. He has opted to use part of cash 
flow to pay down some of the company’s 
existing loans to save on interest 

payments and avoid being burdened by 
too much debt. “That’s a factor that the 
banks will call you on,” says Mr Lai. “If at 
the end of the year you are over-geared, 
they will no longer support you.”   

CR Microelectronics is also shedding 
manpower in response to the crisis 
and as part of the amalgamation of its 
semiconductor assets. So far, 1,500 
employees have been let go, leaving 
some 8,000 people in the foundry, IC 
design, IC testing and packaging, and 
discrete devices businesses. “Choosing 
between two evils, I prefer downsizing 
rather than cutting salaries,” says Mr 
Lai. Bonuses, which comprise up to 40% 
of compensation packages, were not 
awarded this year after the company 
lost HK$382.9m. Trimming another 20% 
or 30% across the board would leave 
everyone with little in take-home pay. 

“We decided it’s better, although sad, 
to lay off 1,500 people rather than make 
all 9,500 employees unhappy,” says Mr 
Lai. Layoffs are actually not new in the 
company, which has been letting go of 
3-5% of its workforce annually for the 
past five years. Under a forced ranking 
system, managers rank employees 
according to their annual performance, 
and the poor performers were replaced 
with new hires. “Now there’s still ranking, 
but no more hiring,” says Mr Lai. 

Finance is adjusting to the economic 

China Resources Microelectronics: Positioning for recovery

crisis in other ways. Meetings to review 
receivables and inventory that used to 
be held once a month are now scheduled 
every two weeks. The budget process 
has been accelerated. “We still have a 
yearly budget we submit to the board, but 
we now have what we call ‘one-plus-six 
budget’—one month actual, six months 
rolling,” says Mr Lai. “It’s a big challenge 
because sales and revenue seem to 
always fall short of budget, but expenses 
are always on budget. So we need to 
react swiftly by adjusting travelling and 
entertainment expenses, for example.”

Another change is looming. China 
Resources is moving to privatise CR 
Microelectronics, offering to buy out 
minority shareholders for HK$0.30 
per share, 80% higher than the stock’s 
closing price the day before the bid was 
announced. If the plan is approved, Lai 
expects China Resources to fold into 
CR Microelectronics a new eight-inch 
foundry that is currently undergoing 
tests before full commissioning in 2010. 
“Our net assets will grow from HK$3bn 
to HK$6bn,” he says. “Once we achieve 
that critical mass, we can start looking at 
doing acquisitions.” The economic crisis 
may be hitting the company’s bottom 
line, but some of its competitors are in 
worse shape, presenting a privatised CR 
Microelectronics with opportunities to 
buy good assets on the cheap.
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Part 3:  
Getting up to speed

A
re CFOs and the finance function up 
to the task of operating effectively 
in the new economic and business 
environment? Has their accountancy 

and business training armed them sufficiently 
with the required skills and expertise? Where can 
they get more information and further training 
for themselves and their staff? The answers to 
these questions may well determine whether their 
company will survive the global recession and 
emerge stronger and more profitable.

Top challenges
The respondents were asked which business 
functions are getting much more of the CFO’s 
attention and time. The top areas of intensified 
focus are managing costs, managing cash flow, 
contributing to strategic decision-making, and 
managing operational and strategic risk (see 
Exhibit 7).  

CFOs are also spending much more time 
arranging financing with lenders, but this applies 
more to companies in the rest of the world (28%) 
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Managing cash flow

Contributing to strategic decision-making

Managing operational and strategic risk

Arranging financing with lenders

Communicating financial performance internally and externally
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Hong Kong
Rest of the world

Exiting unprofitable business lines

Managing headcount

Managing the order book

Base: 154 respondents in China; 84 in Hong Kong; 458 in rest of the world

Exhibit 7: Functions on which the CFO is spending much more time
(% respondents)
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than in China (18%) or Hong Kong (16%). This may 
indicate that credit in the West remains tighter 
than in Asia.  

Fewer respondents in Hong Kong (24%) say that 
their company’s CFO is spending much more time 
on managing cash flow, compared with those who 
say the same in China (41%) and in the rest of the 
world (46%). This is consistent with the finding 
that companies in Hong Kong are not as focused on 
cash flow as those in China (see Exhibit 3). 

The respondents were presented with a list of 
operational activities and asked to identify those 
the company’s CFO is now managing more actively. 
The top business areas are risk identification and 
management, capital expenditure decisions, 
overhead-cost reduction initiatives, and credit 
control and cash collection matters (see Exhibit 8).   

CFOs have also taken a more active, hands-on 
role in the management of banking relationships, 
particularly in China (81%) and the rest of 
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 Risk identification and management

Capital expenditure decisions

Overhead-cost reduction initiatives

Credit control and cash collection matters

Banking relationships

Remuneration and bonus scheme issues

Monitoring company’s staff numbers and workload matters

Tax planning matters
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Interaction with regulators
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Occupational pension scheme matters
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Base: 154 respondents in China; 84 in Hong Kong; 458 in rest of the world

Exhibit 8: Business areas the CFO is managing more actively
(% respondents)
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the world (71%). Interestingly, only 58% of 
respondents in Hong Kong say the same.

Fewer CFOs in Hong Kong (53%) are more 
actively engaged in tax-planning matters, which 
is true in the rest of the world as well (41%). In 
contrast, a high proportion of respondents in China 
(74%) say their company’s CFO has taken a more 
hands-on approach to tax issues. 

Training priorities
Are CFOs up to the job? Asked whether their 
accountancy and business training has adequately 
equipped them for the new challenges of the 
global recession, a large majority of the executives 

surveyed say yes (see Exhibit 9). Respondents 
in the rest of the world are the most emphatic 
(77%), followed by those in China (74%) and in 
Hong Kong (69%).

For all their confidence in their skills and 
expertise, the executives surveyed recognise the 
need for continuing training. “It’s one area that I 
don’t want to cut,” says Mr Venkateswaran. “I’ve 
always believed that people have to be updated 
and they have to get skills which will be helpful in 
[difficult] years like these.” 

Not surprisingly given the heightened risks 
of doing business today, risk management is the 
subject area given top priority in training (see 

2674

3169

2377

 China

Hong Kong

Rest of the world

Yes No

Base: 154 respondents in China; 91 in Hong Kong; 458 in rest of the world

Exhibit 9: Has your training provided you with sufficient skills and expertise?
(% respondents)
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Exhibit 10). The other priority areas are leadership, 
communication, and technical finance and 
accounting matters.

Of the three markets surveyed, China appears 
to be the most focused on the need for training. 
A large majority of respondents from there say 
their companies will train finance and other 
staff in risk management (84%) in the next 12 
months, compared with 74% in Hong Kong and 
67% in the rest of the world. The mainland is 
also the jurisdiction most focused on leadership 
training (56%), much more so than Hong Kong 
(39%) and the rest of the world (43%), and on 
communications (56%, compared with 37% in 
Hong Kong and 41% in the rest of the world). 

The respondents were presented with a list of 
training and information channels and were asked 
to identify the ones they are tapping in response 
to the current global economic crisis. Conferences 
and training courses are by far the most important 

source of training and information (see Exhibit 
11). External auditors and accountants are also 
significant resources, along with professional 
accountancy bodies.  

There are interesting variations in the approach 
of the different markets to crisis-related training. 
While 54% of companies in the rest of the world 
and 44% in China tap external auditors and 
accountants, only 29% in Hong Kong do so. 
Enterprises in Hong Kong are more likely to rely on 
professional accountancy bodies (43%), which are 
also significant training channels in China (37%) 
and in the rest of the world (37%).

Companies in Hong Kong are also lukewarm 
towards management consultants as providers 
of training in crisis-related issues. Only 17% of 
the executives surveyed in Hong Kong say their 
company taps consultants, compared with 34% in 
China and 30% in the rest of the world.
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Exhibit 11: What training and information channels do you tap for crisis-related issues?
(% respondents)
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Conclusion

and Hong Kong are postponing action. Prudence 
is a virtue when the way forward is unclear, but it 
can pose a risk if taken too far, especially when 
competitors elsewhere are moving faster. 

One of this study’s more striking findings is 
the acceleration in the expansion of the finance 
function’s remit to include decision support and 
corporate strategy. This process is well under way 
in the West, where the CFO typically has a seat at 
the strategy table. In Asia, however, including 
China and Hong Kong, finance is still seen 
primarily as bean-counting—as a department 
that reports past financial results, processes 
transactions, and cracks the whip on compliance 
with financial regulations.

The global economic crisis is providing the 
region’s CFOs with an opportunity to show what 
they can do in addition to traditional finance 
responsibilities. “The finance function can 
play a critical role in an economic downturn by 
balancing the business risks with the potential to 
protect the bottom line,” says one respondent in 
Hong Kong. “But this can happen only if finance 
operates closely with the [rest of the] business 
and is involved in strategic planning.”

With luck, the CFO in China and Hong Kong, 
as well as in the rest of Asia, will emerge as a 
trusted advisor and full partner to the CEO and the 
board when the recession ends. This is the ideal 
relationship that is now seen as best practice in 
successful organisations in the West. It is said 
that a crisis brings both risk and opportunity. The 
potential of the current turmoil to transform the 
finance function in China and Hong Kong is an 
opportunity that should not be missed.

I
t is reassuring to find that CFOs in China and 
Hong Kong are, by and large, confident that 
their accountancy and business training 
has adequately equipped them with the 

skills and expertise to guide their companies 
through the perils of the global recession. 
Their determination to continue training in risk 
management, among other subject areas, is also a 
positive sign.

However, it takes an entire company, not 
just one CFO, to ensure business success in this 
new crisis-wracked environment. The health of 
the local economy and the buoyancy of export 
markets are also important. Enterprises in 
China have the advantage here, assuming that 
the mainland economy escapes the worst of the 
global recession, as this survey’s China-based 
respondents believe. 

The economic picture is dimmer in Hong 
Kong, as the Hong Kong-based executives 
surveyed indicate, because of the territory’s 
exposure to exports, reliance on financial 
services, and limited consumer market. 
Given these circumstances, the focus of Hong 
Kong companies on optimisation of financial 
processes, cost-cutting and profits, rather than 
on cash flow, looks sensible. Meanwhile, the 
opposite trend in China of concentrating on cash 
flow rather than on earnings also makes sense 
because of the rosier economic prospects there.

There seems to be an overabundance of 
caution, however, in both China and Hong Kong 
with regard to making important strategic 
decisions and investments essential for revenue 
growth. While companies in the West are moving 
on these two fronts, some enterprises in China 
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ACCA’s Perspective

senior finance professionals has emerged. While 
CFOs are focusing on optimizing cash, treasury 
and financial management processes, they are 
also seen as key to designing and implementing 
a successful longer-term strategy. This reliance 
on their wide-ranging skills and expertise has 
elevated the CFO to a new level of importance and 
visibility.

In the current economic climate, there have, 
quite properly, been questions asked about the 
adequacy of corporate governance, the role of 
the board and of non-executive directors. But, 
in all of this, the prestige of the finance director 
has – to date – come through undiminished, if not 
positively enhanced.

To fulfil these new expectations however, 
CFOs need to expand and enhance their skills set. 
The focus on better and more communications 
– both internally and externally – and the need 
to address risk management issues is leading to 
a broadening of the CFO’s role. In today’s world, 
the financial and management accounting skills 
of the CFO are increasingly taken for granted. 
Organizations are looking for CFOs to bring 
this technical knowledge to bear on the wider 
business, using analytical ability to understand 
the interconnectedness of risk across complicated 
entities, and help shape sustainable long-term 
strategy.

This puts unprecedented focus on the CFO 
and the finance function and it also means more 
stimulating, challenging and, ultimately, more 
rewarding work. This is extremely important 
in continuing to attract the best and brightest 
talent into the finance profession.

All in all, it could be argued that, despite 
the challenges they face, this is a golden age 
for the CFO.  As the leading international 
professional accountancy body in China, ACCA 

This report is part of a series of projects 
commissioned by ACCA, the global body for 
professional accountants, to evaluate the impact 
of current global economic conditions on the 
finance community.

ACCA has been an active commentator on the 
implications of global economic conditions for the 
finance profession and business at large. It has 
already published papers outlining its response 
to the G20’s public agenda and analysis of the 
outlook for regulation of financial markets.  It 
has also considered issues in accounting, such as 
fair value and the role of international accounting 
standards in supporting transparent business 
practices.

Through this work, ACCA aims to demonstrate 
how an effective global accountancy profession 
contributes to sustainable global economic 
development; to champion the role of 
accountants as agents of value in business; and to 
support finance professionals in times of change 
and challenge.

With CFOs key to ensuring that businesses 
survive and prosper, ACCA wanted to find out 
through this research project how China’s finance 
leaders are coping with current conditions, how 
they view the business prospects in the region 
and how their roles are evolving to cope with the 
challenges they face. 

In addition to looking at China, the views of 
senior finance executives across the rest of the 
world were sought through a companion survey, 
used for comparative purposes in this report.

China (including Hong Kong) 
results
This report shows that in China – as in the rest 
of the world – a new, value-adding agenda for 



22 © The Economist Intelligence Unit 2009

Crisis and finance
The CFO’s new environment in China and Hong Kong

will be ensuring that its students and members 
continue to develop the valuable skills needed to 
make the most of these demanding but exciting 
opportunities.

About ACCA
With 131,500 members and 362,000 students 
worldwide in 170 countries, ACCA is a leading 
voice in the global accountancy profession. 
We aim to offer business-relevant, first-choice 
qualifications to people of application, ability and 
ambition around the world who seek a rewarding 
career in accountancy, finance and management.  
We attract students and develop members who 
seek internationally recognized finance skills and 
expertise, and support employers by equipping 
them with a globally mobile workforce.  

As the first global accountancy body 
entering into China, ACCA now has over 20,000 
members and 34,000 students in the region, 

with six offices in Beijing, Shanghai, Chengdu, 
Guangzhou, Shenzhen and Hong Kong SAR, and a 
centre in Macau SAR.

Conclusion
In commissioning and disseminating this report, 
ACCA hopes to continue to lead the way in 
supporting the finance community in China by 
bringing them informed perspectives from their 
peers and using this leading-edge research to 
develop the most appropriate support for the 
finance community. Whatever the future holds, 
ACCA will be at the forefront in ensuring that its 
students and members are properly equipped 
to lead businesses in China through the current 
conditions and on to success and prosperity.

For more information on how ACCA is 
supporting finance professionals through the 
current global economic conditions go to: www.
accaglobal.com/economy
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