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FOREWORD BY CHAIRMAN OF THE 

PROFESSIONAL ACCOUNTANTS IN BUSINESS 

COMMITTEE  
 

 

Datuk Mohd Nasir Ahmad 

 

The Malaysian Institute of Accountants (MIA) is pleased to showcase The MIA Articles of Merit 

Award on Professional Accountants in Business (PAIB) 2015 e-book.  

 

This e-book is published in an effort to recognise authors for their articles that are judged to 

make a valuable contribution to the development of the roles and domain of the professional 

accountants in business (PAIB). These articles give different perspective on subjects that relate to 

the PAIB and, the business environment they work in. 

 

The Institute has been organising this Award since 2008 with the objective of recognising authors 

for their exceptional articles. The winning articles provide insights on the current developments 

and emerging issues that shape the accountancy profession. The articles also help to promote 

global best practices for the enhancement of the accountancy profession.  

 

A majority of the MIA members are made up of professional accountants in business. Therefore, 

it is important for the Institute to continuously engage with its members and gear them towards 

enhancing their knowledge and skills. The MIA Articles of Merit Award on PAIB is one such 

initiative for the Institute to engage with the PAIBs.   

 

There are ten articles in this e-book, and I trust that the diverse mix of articles presented will be a 

worthwhile read for all the different segments of PAIB. I do hope that these articles would 

motivate fellow PAIB and, that they would be encouraged to consider applying such strategies or 

techniques in their respective organisations.  

 

Finally I would like to congratulate the winners of the MIA Articles of Merit Award on PAIB 

2015. The Institute appreciates the effort of all the authors who participated in the Award in 

producing articles that contribute to the continuing professional development of the accountancy 

fraternity and hope that you will continue to support the profession. 

 

Thank you. 
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ARE WOMEN CHIEF FINANCIAL OFFICERS MORE RISK AVERSE WHEN MAKING 

FINANCIAL DECISIONS? 

 

ABSTRACT 

 

This study investigates whether women Chief Financial Officers (CFOs) have a higher risk aversion 

when it comes to making financial decisions. We formed our opinion based on the basic principles 

of financial statement analysis - that risk-taking activities are reflected in the short-term liquidity 

positions. The management of short-term liquidity positions of a firm is one of the key roles of the 

CFOs. We employed panel regression on 854 public listed firms in Singapore, Malaysia, Thailand, 

the Philippines and Indonesia for the financial year 2013. From the empirical analysis, we 

documented statistical evidence showing that female CFOs have a higher degree of risk aversion 

compared to their male counterparts in making financial decisions related to liquidity risk. This 

implies that women CFOs would take lower risks when managing the liquidity position of a firm. 

However, there is no statistical evidence to show that personal shareholding of CFOs in the firm 

affect the financial decisions related to liquidity risk. This might be due to a small number of CFOs 

holding shares in their respective firms. Further analysis found that CFOs become aggressive in 

managing liquidity positions when they are reporting to female CEOs. Our results also provide 

further evidence that firms with better growth opportunities will engage in more short-term debts. In 

addition, our results are consistent with the pecking order hypothesis where profitable firms will use 

internal financing rather than external source of finance. 

 

1.   INTRODUCTION 

 

Generally, firms are managed by a team of professionals headed by the Chief Executive Officer 

(CEO). The Chief Financial Officer (CFO) is the head of the finance team and is accountable for 

financial decisions. CFOs are expected to play a central role in assisting CEOs, and provide their 

expert financial opinion in helping their organisations to navigate and survive in a complex business 

environment.  Given that CFOs are reporting to CEOs when making financial decisions some of the 

financial decisions might not be influenced by the attributes of CFOs.  
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Based on basic financial statement analysis, two financial decisions are commonly made by a firm. 

The first is the capital structure decision, which is related to the long-term debts of the firm. The 

second is the liquidity position, which is related to the short-term debts of the firm. Today, due to 

the growing demands on and expectations of finance leaders, the responsibilities of CFOs have gone 

beyond traditional stewardship functions such as implementing good financial controls and 

complying business regulations and ethics. In other words, CFOs are expanding their functions from 

transactional and cost efficiency focus to an increasingly value-adding strategic focus in a “business 

partnering” capacity. In order to perform their duties competently, CFO candidates need highly 

advanced skills. 

 

In this paper, we aim to address one attribute of CFOs, which might influence the financial 

decisions of a firm. We examine the gender profile of CFOs to explain the risk taking behaviour of 

CFOs. We also address whether personal shareholding can moderate the impact of CFOs’ gender on 

the risk taking behaviour. Finally we examine whether the gender effect of CFOs vary given the 

gender of CEOs that they reported to. Based on a sample of 854 listed firms from five main ASEAN 

countries (ASEAN5) in 2013, we documented statistical evidence that female CFOs have a higher 

degree of risk aversion compared to male CFOs in making financial decisions related to liquidity 

risk. This is regardless of whether they are shareholders in the firm. In addition, CFOs also become 

more aggressive when they are reporting to female CEOs.  

 

In the next section, we present our research context supported by a brief literature review. In section 

3 we report the data and methodology employed for our analysis. Section 4 provides the results and 

discussion, and in the final section, we conclude with some direction for future research. 

 

2.   HYPOTHESES DEVELOPMENT 

 

2.1   CFO Risk Taking Behaviour and Gender Difference 

 

Does gender influence the risk taking behaviour of CFOs? Prior studies found evidence that gender 

difference in risk aversion behaviour does influence the financial judgment and decision-making. 

Although further verification is required, the results support the view that women are generally 

more cautious, risk averse and less aggressive compared to men in making business judgements and 

decisions.   
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Powell & Ansic, (1997) found that men and women adopt different strategies in financial decision 

environments. Women are said to be more risk adverse and tend to focus on strategies that avoid the 

worst outcome. Thus, they will tend to select a loss avoiding strategy with better insurance 

coverage. In contrast, men are more risk taking and tend to focus on strategies, which they think will 

bring the best possible gains. Similarly, the study of Olsen & Cox, (2001) focused on professional 

men and women investment managers who perceive and respond to risk differently. It was found 

that women consider the possibility of loss and ambiguity, more heavily than men. In summary, 

prior studies provide evidence that women emphasise risk reduction more than men do in financial 

decisions. In other words, the findings suggest that females are more cautious and more likely to be 

risk adverse.  

 

However, prior studies focused on financial decisions relating to long term borrowings, debt 

maturity structure, and share investments. We adopted a different approach to verify the risk 

behaviour of female CFOs by examining the current ratio, which is more relevant in financial 

statement analysis. 

 

In basic financial statement analysis, a firm’s ability to survive in the short-term is measured by 

evaluating its current ratio, also called liquidity ratio. Current ratio is the proportion of current assets 

to current liabilities. Current assets are short-term assets such as cash, trade receivables and 

inventories. Current liabilities are debts that are due to be paid within one year such as trade 

payables and overdrafts, and are considered short-term debts. Short-term debts refer to debts with a 

statutory term to maturity less than one year. The external sources of short-term debts include trade 

payables, overdrafts, short-term loans and other payables. Short-term debts expose firms to 

refinance as well as interest rate risks. Therefore, short-term debts are considered a riskier financing 

choice than long-term debts. Furthermore, firms need to mitigate the risk of financial distress by 

retaining more liquid assets to ensure that funds will be available to pay short-term debts, or else, 

firms might be forced to access more expensive external financing to comply with short-term 

obligations.  
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In general, external auditors will perceive a firm as high risk when its long-term debts approach 

maturity without having sufficient funds to repay, or there is excessive reliance on short-term debts 

to finance long-term assets. A low risk financial decision is where all permanent assets such as 

property, plant and equipment are funded by long-term debts. Therefore, short-term debts should 

only be used to finance part of the fluctuating short-term assets. 

 

The level of the current ratio varies by industry. It is considered advisable for a business to maintain 

a current ratio of at least 2:1 for the sake of sound cash flow and a healthy financial condition. 

However, this rule of thumb is just a recommendation because many firms are maintaining a current 

ratio below this threshold. For example, a fast food company, which adheres strictly to a credit card 

and cash business, is able to maintain a lower current ratio compared to a manufacturing company. 

The former’s policy will result in better financial returns because suppliers provide free financing to 

the firm. In practice, some profitable hypermarkets can delay payments to local suppliers for longer 

than normal credit terms owing to their volume of business. Furthermore, there are generally no 

credit sales and no delayed payments at a hypermarket and its inventory turnover is greater than 

other businesses. Thus, the current ratio of a firm will be higher if the CFO is more risk adverse. 

This leads to our hypothesis, formally stated as: 

 

H1: Firms that have female CFOs will have a higher current ratio than firms with male CFOs. 

 

2.2   CFO Risk Taking Behaviour and Personal Shareholdings  

 

Does the CFOs’ personal shareholding influence his or her risk taking behaviour? This question can 

be answered by examining the current ratios of firms with CFOs holding shares in the firms. 

 

Chava & Purnanandam, (2010) states that managers will reduce the firm’s risk following their 

personal investments in the firm’s shares and options. If risk behaviour is motivated by personal 

interest, then CFOs might apply lower risk strategies in managing debts. Thus, it is probable that 

CFOs will reduce the current ratio of their firms if they have personal shareholdings in these firms. 

This leads to our hypothesis, formally stated as: 

 

H2: Firms where the CFO has personal shareholding will have a higher current ratio than firms 

where the CFO has no personal shareholding.  
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2.3   CFO Risk Taking Behaviour and CEO Gender 

 

In addition to operating risks, CEOs need to manage other business risks such as financial risks 

resulting from financial leverage. Previous studies provide evidence that CEOs are making 

decisions about capital structure. Based on the manager’s personal portfolio considerations to the 

financial policies, Chava & Purnanandam, (2010) found that the CEOs’ risk-preferences are 

significant determinants of broader corporate decisions such as capital structure and cash polices 

because they are directly responsible for the performance of the firm.  

 

If this is the case, what is the CFOs’ role in making financial decisions? Previous studies provide 

justification that some financial decisions involve the finer aspects of corporate finance, such as 

short-term debt-maturity structure and the earnings smoothing decisions. These financial decisions, 

which require financial proficiency, are assigned to the finance team. Thus, CFOs are deemed to be 

more influential in decisions related to short-term liquidity position. In other words, CEOs will pay 

close attention to broad corporate decisions and delegate the finer aspects of financial decisions to 

the CFOs.  However, some may argue that CFOs are simply the CEOs’ agents and that they engage 

in accounting manipulations because of pressure by the CEO. This brings us to the next question - 

whether a CEO’s gender affects the risk aversion of the female CFO. However we do not impose a 

prior expectation on the causal direction as both arguments on this issue are yet to be addressed by 

any existing literature. The following hypothesis thus is tested. 

 

H3: Firms that have female CFOs will have a higher current ratio than firms with male CFOs, and 

this relationship can be significantly different under a CEO of a different gender. 
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3.  DATA AND METHODOLOGY  

 

3.1   Data Selection 

 

This study focuses on public listed firms in ASEAN5 countries namely Indonesia, Malaysia, the 

Philippines, Singapore and Thailand. At the initial stage we downloaded a total of 2,885 ASEAN5 

firms from OSIRIS, a division of Bureau van Dijk database. Data filtering was conducted based on 

CFO information disclosure. We removed the firms that do not have CFO information in the Osiris 

database, yielding a sample size of 1054 firms. The Osiris database also includes other CFO 

relevant information such as CFO gender and CFO share ownership. Besides that, we also 

downloaded the information on CEO gender from the same database. All the other financial data 

such as total assets, return on assets and market-to-book value are downloaded from DataStream, a 

division of Thomson Reuters database. These are all one-year data based on the 2013 financial year.  

Data were arranged in two dimensions by pooling across country and firms. For firms that do not 

borrow short-term debt, we obtained missing value on current ratio and this further reduced our 

sample size to 854 observations/firms. 

 

3.2   Panel Regression Model 

 

We conducted panel regression analyses to test our hypotheses that firms with female CFOs and the 

personal shareholding of CFOs influence their risk taking behaviour. We tested whether female 

CFOs are risk adverse in making financial decisions related to liquidity risk by maintaining a higher 

current ratio. In addition, we tested whether the personal shareholding of CFOs motivates them to 

maintain a higher current ratio to protect their personal interests. 

 

We model CurrentRatio as a function of relevant firm characteristics and our main subject variables 

are a dummy variable representing female CFO and another dummy variable representing whether 

the female CFO holds any of her company’s shares. These are tested in three steps, where the 

following firm-country panel regressions are set up: 
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The dependent variable is CurrentRatio, measured by the ratio of current assets to current liabilities 

or short-term debts. Current assets are defined as short-term assets, which are already cash or assets 

intended to be converted into cash within one year. Current liabilities are derived by deducting long-

term debts from total debts.  

 

The other control variables in the model are basically the important determinants for current ratio. 

FirmSize is measured by natural logarithm of total assets. MarketBook is measured by the ratio of 

market value of equity to book value of equity. ROA is measured by the ratio of net income to total 

assets.  

 

Firm size has been used as a proxy for a variety of constructs in accounting research. Instead of 

borrowing short-term debts, large firms are reported to use more long-term financing methods such 

as long-term loans and loan stocks due to the relatively smaller transaction costs in accessing the 

long-term market and to their lower information asymmetry resulting from higher market 

monitoring. Thus, we predict a positive coefficient for FirmSize and Current Ratio. 

 

MarketBook is a proxy for investment and growth opportunities. Prior studies provided evidence 

that firms with more growth opportunities used more short-term debts to mitigate the agency costs 

of debts. In other words, these firms needed to use more current liabilities to alleviate the under-

investment problem. Thus, we expect a negative relation between MarketBook and CurrentRatio.  

 

ROA is a proxy for the firm's financial performance. The trade-off theory explains the choice of 

capital structure based on the trade-off between tax savings and cost of financial distress.  The 

theory predicts that firms with more tangible assets and higher taxable income should have a higher 

debt ratio because these firms have a larger scope for tax shields and therefore should have a higher 

debt ratio. According to Cooley & Quadrini (2001), higher productivity will prompt a firm to 

borrow more funds to expand its business. On the other hand, the pecking order hypothesis suggests 

that firms will finance its investment through internally generated funds rather than through debt as 

the firm’s profitability increases. Prior studies suggested that pecking order hypothesis is 

predominant in Malaysia’s context (see Fazillah, Hui, & Azizan, 2008) Thus, when a firm’s profit 

increases, it will reduce its debt financing. As such, we expect a positive relation between ROA and 

CurrentRatio. 
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The two subject variables are related to two personal attributes of CFOs. DCFOFemale is a dummy 

variable, which is assigned value of 1 for CFO who is a female, 0 otherwise. DCFOShareholding is a 

dummy variable, which is assigned value of 1 for CFO who is also a shareholder, 0 otherwise. The 

interaction term (DCFOFemale x DCFOShareholding) is the product of the two dummy variables.  

 

As we ran firm-country panel regression, there was a need to control for country effect and industry 

effect. This was done by adding country and industry dummies into the regression. We also 

employed robust standard error for better statistical inferences.  

 

4.   RESULTS AND DISCUSSION 

 

4.1   Descriptive Statistics  

 

Table 1 presents descriptive statistics of our samples. The mean and median of CurrentRatio of our 

samples are 9.5 and 4.35 respectively, which indicate that the sample firms on average are 

maintaining CurrentRatio above the recommended threshold of 2:1. At the same time, the mean and 

median of MarketBook are 2.92 and 1.22 respectively, which imply that the sample firms are 

enjoying growth opportunities. Lastly, the mean and median of ROA are 0.04 and 0.05 respectively, 

which show that the sample firms on average are profitable in the year 2013. 

 

Table 1: Descriptive Statistics 

 

Obs Mean Median Std Dev Min Max 

Current Ratio 854 9.50 4.35 13.75 0.30 83.01 

Total Assets (millions) 854 4.60 2.30 3.50 0.004 80.00 

MarketBook 850 2.92 1.22 8.19 -1.01 67.79 

ROA 833 0.04 0.05 0.10 -0.68 0.46 

Note: Total Asset is used to proxy for firm size. Obs and Std Dev represent observation and 

standard deviation, respectively. 

 

Table 2 presents the number of CFOs by gender across the ASEAN5 countries. Generally, we can 

see that males are dominant as head of finance in ASEAN5. A total of 71.81% (68.23%+3.58%) of 

CFOs in our sample are men. Only 28.18% (26.82%+1.36%) of CFOs are women. On top of that, 

we can also tell that CFOs on average do not invest in the firms that they are working in as the data 

showed that only 4.94% (1.36%+3.58%) of CFOs hold shares of their firms. 
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Table 2: Distribution of Number of CFOs by Gender across Countries 

  Number of CFOs  

   Female Male 

 

Country 

Owning 

Shares 

Not Owning 

Shares 

Owning 

Shares 

Not Owning 

Shares Total 

Indonesia 2 28 4 100 134 

Malaysia 4 35 8 123 170 

Philippines 0 26 1 66 93 

Singapore 4 98 15 205 322 

Thailand 1 30 1 58 90 

Total 11 217 29 552 809 

Percentage 1.36% 26.82% 3.58% 68.23% 100% 

 

 

4.2  Firm-Country Panel Regression Estimates 

 

Table 3 reports the estimates of firm-country panel regression on the relationship between female 

CFO and Current Ratio. Adjusted for country and industry effects, it is reported that a DCFOFemale has 

a positive impact on CurrentRatio and it is statistically significant at 10%. This result shows that 

firms with female CFOs tend to have a higher current ratio compared to firms with male CFOs. This 

statistical evidence allow us to support our hypothesis H1, implying that female CFOs express risk-

averse behaviour when making financial decisions related to liquidity risk, whereby they tend to 

adopt a higher current ratio to reduce the risk of bankruptcy. 

 

The estimated coefficients for MarketBook and CurrentRatio are both negative and statistically 

significant at 1%. The result indicates that firms with lesser growth opportunities will maintain 

higher current ratio. But ROA is positively related to the CurrentRatio and it is statistically 

significant at 10%. The result shows that profitable firms will maintain higher current ratio. 

 

However, Table 3 shows that relationship between DCFOShareholding and CurrentRatio is not 

statistically significant although it shows a positive coefficient as expected. Thus our hypothesis H2 

can be rejected although the coefficient is positive. In other words, the current ratios of firms are not 

affected by the personal shareholding of CFOs.  
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Table 3: Regression Results on the relationship between Female CFO and Current Ratio 

 

(1) (2) (3) 

Constant -0.6323 -0.6587 -0.8769 

 

(0.8848) (0.8774) (0.8329) 

FirmSize -0.086 -0.0844 -0.0796 

 

(0.7361) (0.7357) (0.7425) 

MarketBook -0.0153*** -0.0152*** -0.0153*** 

 

(0.0014) (0.0020) (0.0024) 

ROA 10.4449* 10.4858* 10.7310**  

 

(0.0598) (0.0546) (0.0494) 

DCFOFemale 1.6350* 1.6412* 1.9306*   

 

(0.0591) (0.0596) (0.0553) 

DCFOShareholding 

 

0.3383 1.776 

  

(0.8068) (0.3896) 

DCFOFemale x DCFOShareholding 

  

-7.2146 

   

(0.1162) 

Country Effect Yes Yes Yes 

Industry Effect Yes Yes Yes 

R
2 

0.0921 0.0922 0.0943 

Note: ***, ** and * represent 1%, 5% and 10% level of significance. 

 

4.3  Further Issues on Female CFO and Current Ratio: The Gender of CEO 

 

In this section, we explore whether the risk aversion behaviour of female CFOs vary depending on 

the gender of the key decision-making person in the firm, i.e. the CEO. Table 4 presents the gender 

distribution of CEOs and CFOs in ASEAN5. Similarly, we can observe in this table that 92.10% of 

CEO in ASEAN5 are male. As male CEOs are highly predominant in the market, regardless of 

gender CFOs are most likely to work under a male CEO.  

 

Table 4: Distribution of CEO Gender across Countries 

  

No. of CEO (in %) 

 

  

Female  Male Total 

No. of CFO  

(in %) 

Female 3.76 24.22 27.98 

Male 4.15 67.88 72.02 

Total 

 

7.90 92.10 100.00 
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Table 5 presents subsample regression based on CEO gender. Samples of CFOs were further 

classified into firms that are managed by female CEOs and male CEOs.
1
 As the previous table has 

shown, female CFOs are risk-averse. The results of Table 5 further demonstrates that the risk-averse 

behaviour of female CFOs is magnified if the female CFO is reporting to a male CEO. The positive 

coefficient of DCFOFemale in male CEO subsample is higher than the estimates reported Table 4, and 

it is statistically significant at 10%. The result indicates that female CFOs show higher risk adverse 

behaviour when their firms are managed by male CEOs. The subsample regression provides 

empirical evidence that a negative relationship exists between DCFOShareholding and CurrentRatio, 

which is statistically significant at 5%. The result indicates that CFOs will maintain lower current 

ratio when they hold shares in their respective firms but it only happens when the CEOs of the firms 

are female. 

 

Table 5: Subsample Regression based on CEO Gender 

 

Panel A (CEO is Female) Panel B (CEO is Male) 

Constant 8.0702 8.0702 8.0702 -0.2111 -0.2874 -0.6479 

 

(0.7505) (0.7505) (0.7505) (0.9627) (0.9486) (0.8809) 

Firm Size -0.4501 -0.4501 -0.4501 -0.0751 -0.0712 -0.0559 

 

(0.7280) (0.7280) (0.7280) (0.7280) (0.7369) (0.7787) 

Market-to-Book 0.1252 0.1252 0.1252 -0.0137** -0.0134** -0.0136* 

 

(0.6374) (0.6374) (0.6374) (0.0348) (0.0496) (0.0500) 

ROA -32.0104 -32.0104 -32.0104 11.0262* 11.1904* 11.4045* 

 

(0.5574) (0.5574) (0.5574) (0.0910) (0.0798) (0.0740) 

D_CFOFemale -4.2676 -4.2676 -4.2676 1.8376* 1.8664* 2.1631* 

 

(0.5626) (0.5626) (0.5626) (0.0774) (0.0782) (0.0910) 

D_CFOShareholder 

 

-16.4768** -16.4768**  

 

1.0872 2.4445 

  

(0.0279) (0.0279) 

 

(0.5397) (0.3460) 

D_CFOFemale*DCFOShareholder 

  

15.6798**  

  

-7.8342 

   

(0.0235) 

  

(0.1440) 

Country Effect Yes Yes Yes Yes Yes Yes 

Industry Effect Yes Yes Yes Yes Yes Yes 

R
2 

0.5286 0.5286 0.5286 0.1115 0.1119 0.1143 

***, ** and * represent 1%, 5% and 10% level of significance. 

 

 

                                                 
1
 We do not use dummy variable approach to test for this further issue, as it will involve complex modeling with three 

dummies. Instead, subsample regression provides an equally effective solution to our research question. 
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5.  SUMMARY AND CONCLUSIONS 

 

In this paper, we examined the association between CFO gender and risk taking behaviour. Our 

study is motivated by evidences from previous studies indicating that women are more cautious and 

less aggressive in a variety of business and financial settings. 

 

If women are less aggressive than men, then firms with female CFOs are likely to have higher 

current ratio. We tested this hypothesis using data for the year 2013 from a total of 854 public listed 

firms in ASEAN5 namely Singapore, Malaysia, Thailand, the Philippines and Indonesia. We found 

that, after controlling for factors shown to be associated with the current ratio, firms that have 

female CFOs report higher current ratio. The result is consistent with prior studies reporting that 

women are more risk averse when making financial decisions, particularly managing liquidity risks. 

Furthermore, the positive coefficient of this relationship is enlarged when the CEO of the firm is a 

man. This might be due to more delegation of financial decisions from male CEOs to female CFOs. 

In other words, male CEOs will pay close attention to broad corporate decisions and delegate the 

finer aspects of decisions, which require more financial proficiency to CFOs. 

 

Although the result shows that the current ratios of firms are not affected by the personal 

shareholding of CFOs, we find that CFOs will maintain lower current ratio when they hold shares in 

their respective firms. However this only happens when the CEOs of the firms are women. Due to 

the low percentage of CFOs who are holding shares in the firms, the result might indicate that this 

small number of CFOs who have personal interests in the firms will act aggressively when women 

are the CEOs.  

 

Generally, our predictions on the relationship of growth opportunities and profitability against the 

current ratio have also been supported. We found that growth opportunities are negatively related to 

current ratio. This is consistent with the notion that firms with more investment opportunities will 

use more short-term debts to avoid under-investment problems. Short-term debts are more flexible 

than long-term debts due to the shorter debt maturity period.  
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We also found that profitability is positively related to the current ratio. This finding can be 

explained by the pecking order hypothesis where profitable firms will use more internal financing 

than external source of finance. Thus, firms will borrow less money when the profitability increases.  

 

Our findings also suggest possible scope for further research. Two further research questions can be 

further investigated: Does the CFOs gender affect the choice of accounting policies? Do women 

CFOs adopt more cautious or less aggressive accounting policies in financial reporting?  
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AWARENESS AND KNOWLEDGE OF GOODS & SERVICES TAX (GST) AMONG 

SMALL AND MEDIUM ENTERPRISES (SMES): EVIDENCE FROM MALAYSIA 

 

ABSTRACT 

 

This study investigates the level of awareness and knowledge of the Goods and Services Tax (GST) 

among Small and Medium Enterprises (SMEs) in Malaysia. A total of 500 survey questionnaires 

were distributed to SMEs in the Klang Valley between October and December 2014. The findings 

suggest that the level of awareness and knowledge of GST among SMEs are moderate. However, 

there are three critical areas of knowledge that show relatively low scores, namely the mechanics of 

GST, reasons why the government introduced the GST and potential benefits of GST to businesses. 

These three critical areas, therefore require the government’s attention. This study suggests that 

sufficient information and knowledge must be conveyed to SMEs so as to get their full support and 

to avoid any misconceptions about GST. The quantity and quality of training sessions and seminars 

should be given consideration to achieve this aim. This study also highlights the concerns of the 

SMEs about the implementation of GST, and their preferred mode to improve their GST knowledge. 

The findings and suggestions provided in this study might be useful to the government and the 

Royal Malaysian Customs to ensure the smooth implementation of GST in Malaysia. 

 

1.  INTRODUCTION 

 

The Goods and Services Tax (GST) is a consumption tax imposed on users of taxable goods and 

services. GST has become a topical issue in Malaysia ever since the government tabled its intention 

to implement the GST in the Budget 2005. However, the implementation of the GST was postponed 

several times. Eventually, in the Budget 2014, the government officially declared that GST would 

be implemented in Malaysia effective from 1 April 2015. The GST is known as a value-added tax 

(VAT) in other countries such as the United Kingdom, Ireland, France and Canada.  
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Many parties have raised concerns about whether or not GST by and large benefits the country and 

citizens. The proponents of GST argue that GST is better than the sales tax and services tax (SST) 

because it will provide the government with a constant flow of income and a more effective and 

transparent system of tax administration and management (Amanuddin et al., 2014; Saira et al., 

2010). Hence, GST will help the government reduce its fiscal deficit, improve economic stability 

and increase the government’s ability to provide better infrastructure and services to the public 

(Saira et al., 2010; McGowan and Billings, 1997). Nevertheless, many Malaysians are not 

convinced about the advantages of GST (Saira et al., 2010). The majority of Malaysian citizens 

believe that GST is burdensome because it leads to increased prices of goods.  

 

Researchers argue that misconceptions about a new tax such as GST arise because of the citizens’ 

poor awareness and a lack of knowledge of the true value of the tax (e.g. Cullis and Jones, 1992; 

Csontos et al., 1998; Mohani, 2003; Abdullah and Sapiei, 2008). Previous studies noted that while 

citizens recognised tax as a government’s source of revenue, many of them were not aware of the 

taxes levied on them or on the government’s true expenditure and the cost needed to sustain public 

services (e.g. Csontos et al., 1998; Cullis and Jones, 1992). According to Balch (1980), people resist 

or behave unexpectedly towards new products or services because they are not aware of them and 

are uncertain of their consequences. He suggested that one of the strategies that can be used by the 

government to change people’s behaviour or to motivate positive change is to employ information 

strategies through which people will be informed about the benefits of the product or service. This 

theory is also applicable to the GST situation.  The implementation of a new tax system creates 

uncertainty for future expenditure, and this would initiate resistance among the citizens (Saira et al., 

2010). Hence, increased awareness and knowledge of tax reform are paramount to gain public 

acceptance and confidence (Saira et al., 2010; Abdullah and Sapiei, 2008). Tan and Chin-Fatt (2000, 

p. 47-48) argued that “…an increase in tax knowledge should improve the attitudes of taxpayers in 

relation to their perceptions of tax fairness, as it reduces taxpayers’ uncertainty and misconceptions 

of the tax system.” Consequently, tax knowledge would also promote tax compliance behaviour 

among citizens (Kassipilai et al., 2003; Hyun and Park, 2003; Singh, 2003). Erikesen and Fallan 

(1996) also argued that citizens with tax knowledge are aware of their responsibilities towards the 

growth of their country and they have better regard towards the government and the tax 

administration system. This will also benefit the government because the citizens might be willing 

to assist the tax authorities in their collection task. 
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Given the importance of awareness and knowledge about a new tax, this study aims to investigate 

the awareness and knowledge of GST among Small and Medium Enterprises (SMEs) before its 

implementation on 1 April 2015. This study focuses on SMEs because they are recognised as one of 

the important sectors that contribute to the economic growth of Malaysia (Pope and Abdul-Jabbar, 

2008). Due to their small size and capital structure, SMEs may face problems or difficulties with the 

implementation of GST. Hence, this study will not only contribute to the growing literature on GST 

and SMEs but also highlight what needs to be done by the relevant authorities and the government 

to ensure the successful implementation of GST in Malaysia. 

 

This paper is structured as follows. Section 2 provides a literature review that includes some 

background of GST, arguments for and against GST and prior studies on GST. Section 3 discusses 

the research method and section 4 presents the findings and discussion. Section 5 concludes the 

paper. 

 

2.   LITERATURE REVIEW 

 

2.1  Some background on GST  

 

The origin of the GST or VAT concept can be traced back to Wilhelm von Siemens in Germany in 

1910 and Thomas S. Adams in 1921 (James, 2011). However, during that time, the concept was not 

put into practice.  A few decades later, France became the first country to implement VAT in 1954, 

with limited application. James (2011) divided the progress of VAT into two phases. The first phase 

took place in Western Europe and Latin America during the 1960s and 1970s. The second phase 

occurred in the late 1980s when VAT was introduced by industrialised countries outside the EU, 

such as Australia, Canada and Japan, which were then followed by other developing countries in 

Asia and Africa. 

 

In Malaysia, VAT is known as GST. GST was first announced in the 2005 Budget, and it was to be 

implemented in 2007. However in February 2006, the government decided to defer its 

implementation. The reason given was that more time was needed to conduct studies and obtain 

public feedback.  In 2009, it was tabled once more for implementation in 2011 and it was to be read 

again for the 2010 seating, but was again withdrawn. Finally in October 2013, the Prime Minister, 

Datuk Seri Najib Tun Razak announced during his Budget 2014 speech that the GST will be 

implemented on 1 April 2015. GST was introduced as a means of diversifying national revenue and 

replacing the current sales tax (at 10%) and service tax (6%). 
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GST or VAT has been implemented in 160 countries globally. Among the ASEAN countries, 

Malaysia is one of the last to implement GST. Table 1 shows the adoption and the rate of GST 

among the ASEAN countries. 

 

Table 1: GST in the ASEAN region 

No. Country Year of 

Implementation 

Initial Rate 

(%) 

Current Rate 

(%) 

1 Indonesia 1984 10 10 

2 Thailand 1992 7 7 

3 Singapore 1993 3 7 

4 Philippines 1998 10 12 

5 Cambodia 1999 10 10 

6 Vietnam 1999 10 10 

7 Laos 2009 10 10 

8 Malaysia 2015 6 6 

Source:  Ministry of Finance (Treasury Division) 

 

2.2  Differences between SST and GST 

 

In Malaysia, GST was introduced to replace the current Sales and Services Tax (SST). Both SST 

and GST are consumption taxes. However, GST has a wider scope and it is more transparent to the 

consumer. It also eliminates the cascading and double taxation effect of the SST. Under the sales tax 

regime, taxes are imposed on all manufactured and imported goods at the manufacturers/importers 

level only. Thus, the sales tax is embedded as part of the goods’ cost, and it will be cascaded 

throughout the supply chain until it reaches the final consumer. As a result, final consumers pay 

high prices without being aware of the amount of effective sales tax rate imposed on them.  

 



23 

The services tax, on the other hand, is levied at the consumer level on selected service providers. If 

consumers consume goods provided by these service providers, there will be double taxation issues, 

as particular goods will be subjected to both sales and service tax. GST eliminates the cascading and 

double taxation effect by imposing tax at all stages but allows businesses to reclaim their taxes so 

that GST is not part of the cost to them. In the end, consumers will be aware of the amount of GST 

paid to the government and that the effective tax paid is equal to the stipulated GST tax rate required 

by the government.   

 

2.3  Arguments For and Against GST 

 

GST is argued to be an efficient taxation system. Throughout the literature survey, GST is perceived 

to be much more efficient in terms of tax turnovers because GST provided greater revenue 

collection and at the same time reduced deficits (Grady 1990; Lee et. al. 2013; Schultz et.al. 2011).  

Proponents of GST argued that GST provided many positive benefits to stakeholders since an 

increase in government revenue would lead to greater achievements in implementing fiscal reforms, 

reducing deficits, and financing social security (Poddar and Mathur, 2010; Lee et.al., 2013).  Schultz 

et.al (2011) suggested that the implementation of GST could provide the means for (permanently) 

reducing income taxes. In the Malaysian context, income tax rates for individuals and corporations 

were cut by 1% in 2015, the same year GST was introduced. The proponents also argued that GST 

helps to enhance a country’s competitiveness as it would not be part of the cost to exporters (Toder 

and Rosenberg, 2010).   

 

Nevertheless, the opponents argued that GST is regressive in nature because it excessively burdens 

low-income individuals while imposing a negligible burden on the wealthy (Gravelle, 2011). Others 

related GST to the infringement of the fiscal autonomy of state and local government and also 

expanding the size of the federal government (Lee et al., 2013; Holtz-Eakin, 2011).  GST will also 

affect businesses’ operating costs, both start-up costs and ongoing costs. This is especially 

prominent among small and medium businesses (Gunz et al., 1995). The opponents also argued that 

GST would have a profound impact on lower income groups because the ability of this group to 

purchase taxable goods and services is lower compared to those of higher income groups (Hooper 

and Smith, 1997).  
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2.4  Studies on GST in Malaysia 

 

In Malaysia, only a few studies have examined the awareness and knowledge on GST. Ely Raziah et 

al. (2005) and Saira et al. (2010) conducted their study following the announcement by the 

government to implement GST in 2007 and 2011 respectively. The recent study on GST was by 

Amanuddin et al. (2014). The findings of these earlier studies are discussed below. 

 

Ely Raziah et al. (2005) examined the level of awareness among SMEs towards the implementation 

of GST in 2007. The questionnaires were distributed to a sample of SMEs in the Klang Valley. 

Their findings showed that only one-third (33.3%) of the 122 respondents could be considered 

knowledgeable about GST. Due to this low level of awareness about GST, they suggested that 

educating the business community about GST is needed to avoid a negative response from SMEs. 

Saira et al. (2010) investigated Malaysian citizens’ awareness towards the implementation of GST 

in 2011. They found that 60.53% of respondents did not agree with the implementation of GST. 

Their findings also suggest that the level of awareness about GST among Malaysian citizens is 

relatively low. They also found that the level of awareness among respondents is related to their 

background. Generally, respondents with an accounting background were more knowledgeable and 

aware of GST compared to respondents from non-accounting backgrounds. 

 

Amanuddin et al. (2014) investigated the level of awareness and acceptance of GST among 

educators in Malaysia. Their sample consisted of educators who were working in Universiti Tenaga 

Nasional (UNITEN) and Politeknik Muadzam Shah (PMS). A total of 244 survey questionnaires 

were distributed to these two institutions. They found that the majority of their respondents (93.8%) 

showed a high-level of awareness regarding the implementation of GST. With regard to the 

acceptance level, they found that the majority of respondents had a moderate to high level of 

acceptance of the implementation of GST in Malaysia. Their findings also showed that the 

respondents’ awareness had significant correlations with their level of education, fields of 

specialisation, types of employment and monthly income. However, none of these factors had a 

significant correlation with the respondents’ acceptance. 
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Overall, the findings of prior studies except for Amanuddin et al. (2014) indicated that the level of 

awareness on GST in Malaysia is still low. Aminuddin et al. (2014) contrasting findings could be 

due to the background of their respondents who were educators in higher learning institutions. 

Educators normally keep abreast of the latest information and developments at the local and 

international levels. Nevertheless, all these studies argued that lack of knowledge and awareness 

about taxes might affect the acceptance of GST because citizens might have a negative perception 

towards the tax levied on them. 

 

3.  RESEARCH METHOD 

 

Data for this study was collected via a survey questionnaire. The questionnaires used in this study 

were adapted from previous studies on GST with some modifications. The National SME 

Development Council (NSDC) in July 2013 gave a new definition
1
 of SMEs. Basically, the new 

definition of SMEs was simplified as follows: 

 

 Manufacturing: Sales turnover not exceeding RM50 million OR full-time 

employees not exceeding 200 workers. 

 Services and other sectors: Sales turnover not exceeding RM20 million OR full-

time employees not exceeding 75 workers. 

 

For the purpose of this study, a list of SMEs operating in the Klang Valley was obtained from SME 

Corp. By using a convenient sampling method, a total of 500 survey questionnaires were distributed 

between October and December 2014 to SMEs in the Klang Valley by enumerators employed for 

this project. Out of these, only 438 questionnaires were returned. However, 37 questionnaires were 

removed because of incomplete data, leaving 401 usable questionnaires for analysis. The 

questionnaire was completed either by the owner or the senior executive of the company. The 

questionnaires comprised two sections: demographic data of respondents (SMEs) and a list of 

statements on awareness and knowledge of GST. The respondents were asked to indicate their level 

of awareness and knowledge on GST using a 5-point Likert scale, ranging from 1=Not at all aware 

to 5=Extremely aware (for the awareness level), and for the level of knowledge, ranging from 1= 

Not at all knowledgeable to 5=Extremely knowledgeable. 

                                                 
1
  Old definition of SMEs: Manufacturing (including agro-based) and manufacturing-related services: Sales turnover of 

less than RM25 million OR full-time employees of less than 150. Primary agriculture and services (including ICT): 

Sales turnover of less than RM5 million OR full-time employees of less than 50. 
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Since this study was conducted before the implementation of GST, the respondents were also asked 

about their willingness to use the following channels to improve their knowledge on GST: 

 

 GST helpline service provided by the government; 

 Special GST website provided by the government; 

 Attend training sessions, seminars and workshops relating to GST conducted by private 

agencies; 

 Attend free training sessions and seminars on GST conducted by the government; 

 Seek advice from private consultants or accountants; 

 Free pamphlets on GST. 

 

The respondents were also asked about their concerns pertaining to the following issues when the 

government implements GST: 

 

 Implementation cost of GST during the transition period 

 Operational cost of GST 

 Training of employees on GST 

 Change or upgrade of the accounting system 

 Maintenance of various records to comply with GST 

 Impact of GST on your business cash flow 

 Availability of government assistance  

 Penalty for non-compliance 

 

4.  FINDINGS AND DISCUSSION 

 

4.1  Respondents’ Characteristics 

 

Table 2 presents the characteristics of all respondents (SMEs) in the study. It shows that the 

majority of respondents are from other sectors (33.9%), which comprise wholesale and retail trade 

and repair of motor vehicles and motorcycles. Our survey also shows that 53.4% of the respondents 

have more than five years’ experience in business. We also found that the majority of the SMEs in 

our sample are owned by the Bumiputera (54.6%).  
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Table 2: Characteristics of the Respondents (n=401) 

  Number Percentage 

Type of business 
  

Manufacturing (including agro based) 51 12.7 

Manufacturing-related services 73 18.2 

Services (including ICT) 116 28.9 

Construction 25 6.2 

Others 136 33.9 

 
401 100 

Paid up Capital   

≤ RM500,000 247 61.6 

RM500,001-RM2.5 million 122 30.4 

>RM2.5 million 32 8 

 401 100 

Length of business 
  

≤ 5 years 187 46.7 

>5 years 214 53.4 

 
401 100 

Ownership 
  

Bumiputera 219 54.6 

Non-Bumiputera 182 45.4 

  401 100 

Number of full time employees   

>5 129 32.2 

5- 19 141 35.2 

20-50 69 17.2 

51-150 41 10.2 

150-199 21 5.2 

 401 100 

  

4.2   Awareness and Knowledge of GST among SMEs 

 

The survey questionnaires consisted of seven statements about the awareness of GST and nine 

statements on knowledge about GST. The results on awareness and knowledge of GST are 

presented in Table 3 and Table 4. As shown in Table 3, the overall mean score on awareness is 

almost 4.00 whereas the mean for each item is between 3.85 and 3.97. This finding indicates that the 

level of awareness on GST among SMEs is moderately good. The overall mean score on knowledge 

is 3.69, which means that the level of knowledge of GST is also moderate though it is a slightly 

lower than the level of awareness. Our findings show that the majority of the respondents are aware 

of the date of the GST implementation in Malaysia (mean = 4.03) and the meaning of GST (3.91). 

Nevertheless, the mean scores for the following three questions are relatively low: the mechanics of 

GST (3.26), the reasons why the government introduced GST (3.50) and the potential benefits of 

GST to your business (3.24).  
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This suggests that the respondents lacked knowledge in these three areas. Table 4 clearly highlights 

the findings because it presents the results in percentage (%) according to three categories i.e. aware 

(know), not aware (not know) and moderately aware (moderately know).  

 

As shown in Table 4, the majority of the respondents are aware of the issues relating to GST 

implementation in Malaysia.  About 25% of the respondents are moderately aware, and only a small 

percentage of them are unaware of the GST issues. Regarding knowledge, less than 50% of the 

respondents stated that they know about the mechanics of GST, the reasons why the government 

introduced GST and the potential benefits of GST to their businesses. This implies that the majority 

of SMEs only possess basic information about GST, and not many really understand the mechanics 

of GST, reasons it was introduced and the potential benefits of GST. It is important to highlight that 

lack of knowledge in these areas may invite negative perception towards the government and this 

would also hinder them from giving full support or cooperation to the government. 

 

 Table 3: Level of Awareness and Knowledge of GST  

 Mean Std. Deviation 

Awareness to re price goods and services due to the GST 

implementation. 
3.93 0.966 

Awareness that business cash flow might be affected by 

the GST implementation. 
3.96 0.946 

Awareness of the need to train employees on GST. 3.88 0.933 

Awareness that the inventory for goods brought forward 

from a period prior to the GST implementation might be 

affected by implementation of GST. 

3.87 0.944 

Awareness that the existing invoicing system will be 

affected by implementation of GST 
3.97 0.961 

Awareness of customers and competitors reaction towards 

GST implementation 
3.97 0.968 

Awareness of the impact of the GST implementation on 

the sales tax and services tax. 
3.85 1.060 

Overall 3.92  
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Date of the GST implementation in Malaysia 4.03 0.901 

Meaning of GST 3.91 0.917 

Mechanics of GST 3.26 1.186 

Reasons why the government introduced GST 3.50 1.052 

Impact of GST on prices of goods and services 3.79 0.929 

Financial impact of GST on business 3.86 0.898 

Impact of GST on day-to-day business operations 3.84 0.947 

GST rate 3.76 0.998 

Potential benefits of GST to your business 3.24 1.227 

Overall 3.69  

 

Table 4: Awareness and Knowledge of GST (by category) 

Awareness Items AWARE 
NOT 

AWARE 

Moderately 

AWARE 

Awareness to re-price goods and services due to 

the GST implementation. 
68.1% 6% 25.9% 

Awareness that business cash flow might be 

affected by the GST implementation. 
70.1% 4.9% 25% 

Awareness of the need to train employees on 

GST. 
67.6% 6% 26.4% 

Awareness that the inventory for goods brought 

forward from a period prior to the GST 

implementation might be affected by 

implementation of GST. 

66.9% 6% 27.1% 

Awareness that the existing invoicing system will 

be affected by implementation of GST 
70.9% 5.7% 23.4% 

Awareness of customers and competitors reaction 

towards GST implementation 
72.4% 7.4% 20.2% 

Awareness of the impact of the GST 

implementation on the sales tax and services tax. 
67.4% 9.4% 23.2% 

Knowledge Items KNOW 
NOT 

KNOW 

Moderately 

KNOW 

Date of the GST implementation in Malaysia 74.6% 5.4% 20% 

Meaning of GST 70.1% 6% 23.9% 

Mechanics of GST 44.2% 28.1% 27.7% 

Reasons why the government introduced GST 49.1% 14.5% 36.4% 

Impact of GST on prices of goods and services 67.4% 7.7% 24.9% 

Financial impact of GST on business 70.6% 8.5% 20.9% 

Impact of GST on day-to-day business operations 69.6% 8.9% 21.5% 

GST rate 62.6% 10.7% 26.7% 

Potential benefits of GST to the business 41.4% 28.9% 29.7% 
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As for the respondents’ preferred channel to improve their GST knowledge, the majority of them 

chose attending free training and seminars on GST conducted by the government (59.4%) and this 

was followed by the choice of using special websites on GST provided by the government (58.4%).  

It shows that SMEs will opt to use channels that are convenient and available for free to them in 

their efforts to improve their GST knowledge. The findings are presented in Table 5 below. 

 

Table 5: Preferred Channel to Improve GST Knowledge 

 Prefer 
NOT 

Prefer 
Neutral 

GST help line service provided by government 51.1% 15% 33.9% 

Special website on GST provided by government 58.4% 12.7% 28.9% 

Attend training sessions, seminars and workshops relating 

to GST conducted by private agencies 
53.2% 14% 32.8% 

Attend free training sessions and seminars on GST 

conducted by the government 
59.4% 12.7% 27.9% 

Seek advice from private consultants or accountants 53.1% 13.2% 33.7% 

Free pamphlet on GST 55.3% 9% 35.7% 

 

Table 6 presents the concerns of respondents when the government implements GST in Malaysia. It 

shows that the majority of respondents (78.6%) are concerned about the penalty for the non-

compliance on GST, followed by the impact of GST on their business cash flows (77.4%), the 

operational cost of GST (74.5%) and availability of government assistance (73.6%). Given that the 

penalty for non-compliance is the main concern of the majority of respondents, it implies that the 

respondents are uncertain about the consequences of GST, which in turn also suggest that they have 

little understanding of GST. The respondents perhaps do not have much knowledge of how GST 

works and, therefore, are very concerned about the amount of penalty they have to pay if they fail to 

comply with GST legislation. It is important to note that people might not purposely evade the tax 

but might do so due to their lack of awareness pertaining to the requirements under the tax 

legislation (Abdullah, 2010).  
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Table 6: Concerns on GST Implementation 

 Concern 
NOT 

concern 
Neutral 

Implementation cost during the transition period 71.6% 3.5% 24.9% 

Operational cost of GST 74.5% 3.7% 21.8% 

Employees’ training cost 66.3% 5% 28.7% 

Change or upgrade of accounting system 69.6% 3.9% 26.5% 

Maintenance of various records to comply with GST 71.3% 4.2% 24.5% 

Impact of GST on your business cash flow 77.4% 3.9% 18.7% 

Availability of government assistance 73.6% 6% 20.4% 

Penalty for non-compliance 78.6% 3.4% 18% 

 

Overall, the findings of this study suggest that tax knowledge is important to gain public support for 

GST implementation. Just like the earlier studies, this study also argues that the level of awareness 

is associated with the level of knowledge. People with knowledge are more aware of the latest 

issues and development in the country and can better appreciate the fiscal policy goals, and this 

indirectly helps the economic growth of the country.  

 

5.  CONCLUSION 

 

The main objective of this study is to examine the level of awareness and knowledge of GST among 

SMEs in Malaysia prior to its implementation. The findings of this study suggest that the level of 

awareness and knowledge of GST are moderately good. The findings could have been influenced by 

the long exposure to discussions and debates about GST in Malaysia since it was first announced in 

the 2005 budget although its actual implementation was postponed several times. Nonetheless, there 

are three critical areas of knowledge that show relatively low scores and thereby need attention by 

the government: (1) Mechanics of GST; (2) Reasons why government introduced GST; and (3) 

Potential benefits of GST to business.  
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It is important to note that SMEs play a crucial role in GST collection because they act as collection 

agencies on behalf of the government. Collection agencies like SMEs need to be informed on how 

GST works, whether or not GST affects their business, why GST is introduced and what are the 

benefits of GST to businesses and the country. This is to avoid any negative perception towards 

government so that they can give their full support or cooperation. The misconception of GST due 

to a lack of knowledge not only results in resistance among citizens but also hinders the smooth 

implementation of GST. Enhancing their perceptions of the fairness of GST is crucial. Hence, 

government and relevant authorities like Royal Malaysian Customs Department (RMCD) need to 

take proactive measures to ensure sufficient information and knowledge are conveyed to SMEs.  

 

We suggest that the level of knowledge among SMEs can be improved if the government or RMCD 

conduct more training sessions and seminars relating to GST. The quality of the training sessions 

and seminars must also be improved to ensure the effectiveness of these approaches. Among the 

factors that can be considered by the government or RMCD to improve the quality of training or 

seminars are: 

 

a. The target group for attending training and seminars must be clearly identified. Normally in 

Malaysia, the owners send their executives or supervisors to attend the training sessions and 

seminars on behalf of the organisation or company. However given a top-down approach in 

the organisation, the most suitable person to attend the training sessions and seminars should 

be the owner or manager because he/she manages and makes the decisions for business. 

Therefore it is to these people that the messages and objectives of the training session or 

seminar be properly conveyed. 

 

b. The method of conducting the training sessions and seminars must be suitable and relevant to 

the SMEs. The standard or general information that has been conveyed to the public through 

the mass media might not be appropriate to a specific target group such as SMEs. Besides, the 

trainers must also be knowledgeable and be properly trained. Personal qualities such as 

friendliness and approachability must also be considered to attract participants. 
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c. The training sessions and seminars should be provided periodically such as every three or six 

months so that the SMEs can keep abreast of the latest information and knowledge about 

GST. Moreover, the SMEs can use this platform to share their problems or experiences with 

relevant parties such as the government or RMCD. This approach not only ensures that any 

grievances about GST can be settled in a timely fashion but it also enables the government or 

RMCD to take immediate action to improve the GST system based on the feedback provided. 

 

This study also found that the preferred channels chosen by the majority of respondents to improve 

their knowledge of GST are via attending free training sessions and seminars on GST, and also 

using the website on GST provided by the government. Apart from that, this study also noted that 

the majority of the respondents are concerned about the possible effects of GST implementation 

such as penalty for non-compliance, business cash flows and operational costs. Their elevated 

concern about these issues may also indicate that they have little understanding of GST because 

they are uncertain about the consequences of GST.  

 

The limitations of this study are acknowledged. The findings reported in this study are descriptive in 

nature and the sample used only covers SMEs in the Klang Valley. Therefore, the findings must be 

interpreted with caution and might not be representative of all SMEs. Future research might use a 

bigger sample size and cover more areas. Since this study was conducted before the implementation 

of GST, future research could investigate the level of awareness and knowledge of GST after the 

implementation. 
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CARBON DISCLOSURE AMONG ELECTRICITY GENERATING COMPANIES IN 

MALAYSIA: A LONGITUDINAL ANALYSIS 

 

 

ABSTRACT 

 

This study examines the carbon disclosure of seven major electricity generating companies in 

Malaysia over the 2007-2014 period. A disclosure index was developed and content analysis of the 

annual reports and stand-alone sustainability reports was undertaken to assess the quality of such 

disclosures. Overall, the findings suggest that (1) all companies made some form of carbon 

disclosure; and (2) the quality of disclosure increased over time although not in a 'normal' path. This 

study provides tentative evidence to support the arguments of social issue life cycle theory. 

Although the reporting shows an increasing trend over the years, the disclosure was still considered 

minimal (i.e. 13.3% in 2014). Considering the contribution of the electricity industry towards CO2 

emission and climate change, there is a need to consider mandatory reporting of carbon disclosure in 

Malaysia.  

 

1. INTRODUCTION 

 

The electricity industry is the largest contributor of carbon dioxide (CO2) emissions (IEA, 2013). In 

2011, the industry was responsible for 42% of energy-related CO2 emissions, and the emission had 

increased by 70% compared to the level in 1990. This is due to heavy reliance on the combustion of 

coal to generate electricity. Additionally, the Intergovernmental Panel on Climate Change (IPCC) 

(2007) has identified greenhouse gas (GHG) emissions build-up (of which 77% is CO2 emissions) 

as the main cause of climate change. To deal with this issue, various initiatives have been 

established at the international, regional, and national levels, including the ratification of the Kyoto 

Protocol, the implementation of European Union Emissions Trading Scheme (EU ETS), and the 

establishment of investor groups like Carbon Disclosure Project (CDP) (CDP, 2009). As a result of 

all these developments, companies in this industry are expected to demonstrate carbon 

accountability to their stakeholders (including shareholders, creditors, the government, and society). 

This can be done through corporate carbon disclosure. Alrazi (2014) defines carbon disclosure as 

"information that emphasises any concerns, initiatives, or performance of the company related to 

carbon emissions" (pp. 16-17) using various communication media including annual reports, stand-

alone sustainability reports, and corporate websites. 
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Malaysia is an interesting setting for the investigation of the level of carbon disclosure for several 

reasons. Firstly, Malaysia is one of the world's 20 fastest growing economies (Bloomberg, 2015). 

Four of the countries from this group make the top 10 emitting countries namely China, India, South 

Korea, and Saudi Arabia (IEA, 2013). The reputation of these companies as top emitters could have 

a spill-over effect on Malaysia especially when the CO2 emissions per capita for Malaysia has 

increased by 153% since 1990 and is well above the world's average in 2011 (World's: 5.0 metric 

tons per capita; Malaysia's: 7.8) (World Bank, 2015).  

 

Secondly, despite the constant increase in CO2 emissions over time, Malaysia has been proactive in 

dealing with climate change issues. Since the 2002 Kyoto Protocol ratification, Malaysia has 

introduced the National Policy on Climate Change and the National Green Technology Policy, 

restructured the Ministry of Energy, Water, and Communication (currently known as the Ministry of 

Energy, Green Technology, and Water), developed the National Carbon Disclosure Program 

(MYCarbon), and organised the MYCarbon Award. During the United Nations Climate Change 

Conference 2009 in Copenhagen, the Prime Minister expressed a commitment to reduce the 

country's carbon emissions by up to 40% by the 2020 year. Emissions for the year 2005 were used 

as the benchmark (Soon, 2012).  

 

Thirdly, in Malaysia, the electricity transmission and distribution businesses are monopolised by 

one company, while electricity generation is shared by a few companies. Furthermore, according to 

the World Bank (2015), 93% of the electricity generated in Malaysia is derived from either oil, gas, 

or coal (coal = 42%). Being associated with a high polluting industry, it is expected that companies 

from the electricity industry would face a greater need to engage in carbon disclosure compared to 

those from other industries.  

 

Literature on carbon disclosure among electricity companies has been very limited. Most of the 

prior literature were predominantly focusing on developed countries, cross sectional, and analysing 

a single reporting medium. Additionally, most of the literature in social and environmental reporting 

have used legitimacy theory to explain the trend in reporting (Abdul Hamid and Atan, 2011; Ahmed 

Haji and Mohd. Ghazali, 2013; Escobar Pérez and González, 2006; Tredgiga and Milne, 2006; 

Campbell, 2004, 2000; Gray et al., 1995; Tsang, 1998). However, in the absence of any specific 

event/accident that could impose threats to the legitimacy of businesses, it is less likely that the 

reporting practice could be explained by legitimacy theory. In fact, research by Campbell (2000) 

and Guthrie and Parker (1989) provided evidence on how legitimacy theory has failed to become 
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the primary explanation for corporate social reporting. Alternative theories, including social issue 

life cycle, perhaps could overcome the limitation inherent in legitimacy theory.  

 

For these reasons, the study aims to achieve the following objectives. Firstly, it aims to examine the 

level of carbon disclosure made by the electricity generating companies in Malaysia. Specifically, 

we examined the quality of carbon disclosure in the annual reports and stand-alone sustainability 

reports for the 2007-2014 period. Secondly, it aims to explain reporting behaviour using social issue 

life cycle theory.  

 

The research is pertinent for several reasons. It adds to the body of knowledge by filling the gap in 

the extant carbon disclosure research. In essence, it focuses on the assessment of quality of 

disclosure (instead of incidence or extent) in two corporate communications media (hence, is 

more comprehensive) on a longitudinal basis (thus, reporting trend could be observed) using an 

alternative theoretical lens (so the discussion on reasons for reporting could be enhanced). The 

analysis of the disclosure also allows the identification of strengths and weaknesses in the current 

reporting practice for future improvement. Finally, in the light of the introduction of MYCarbon, 

this research is very timely in providing an indicator for the readiness of companies in Malaysia to 

adopt the programme in the future. 

 

The remaining sections of the paper are structured as follows. The next section provides the review 

of literature, focusing on the institutional background, prior literature examining carbon disclosure, 

and social issue life cycle theory. This is followed by a section on research methods. The 

penultimate section presents the findings and analysis, and the final section provides the conclusion, 

highlights the limitations, and offers some recommendations. 
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2. LITERATURE REVIEW 

 

2.1 Institutional Background 

 

The issues of climate change and global warming have received great attention by leaders around 

the globe. Their commitment to mitigate these issues are attested by the number of countries signing 

the United Nations Framework Convention on Climate Change (UNFCCC) in 1992, the Kyoto 

Protocol in 1997, and the Copenhagen Accord in 2009, to name but a few. At the regional and 

national levels, there is the EU ETS established in 2005, Canada’s Alberta Climate Change and 

Emissions Management Act in 2007, California’s Global Warming Solutions Act in 2006, and the 

UK’s Climate Change Act in 2008 (CDP, 2009). There have also been a growing number of 

investor groups supporting climate change initiatives and relentlessly challenging companies on the 

issue, including CDP, The Institutional Investors Group on Climate Change in Europe, The Investor 

Network on Climate Risk in the US, and The Investor Group on Climate Change in Australia and 

New Zealand (CDP, 2009). In response to climate change issues, Malaysia ratified the Kyoto 

Protocol on 4 September 2002 (UNFCCC, 2013) and implemented various initiatives as described 

earlier (see Section 1). As a result of its commitment, Malaysia has been ranked 51 for overall 

environmental issues and 95 for climate and category, out of 178 countries assessed (Hsu et al., 

2014).  Despite various initiatives, there is no specific regulation or act in Malaysia governing the 

level of CO2 emissions. 

 

The electricity industry in Malaysia is regulated by the Energy Commission of Malaysia (also 

known as Suruhanjaya Tenaga Malaysia), which was established on 1 May 2001 under the Energy 

Commissions Act 2001. Apart from this act, the electricity business is regulated under Electricity 

Supply Act 1990, Electricity Regulations 1994, Electricity Supply (Compounding of Offences) 

Regulations 2001, Licensee Supply Regulations 1990, and Efficient Management of Electrical 

Energy Regulations 2008. Generally, the electricity transmission and distribution activities are 

monopolised by Tenaga Nasional Berhad, which is the largest electric utility in Malaysia. However, 

in terms of electricity generation, the activities are shared by a few companies, including Tenaga 

Nasional Berhad itself and several other independent power producers (IPPs). According to the 

Energy Commission of Malaysia’s website there were 29 utilities and major power producers and 

IPPs in operation as of 2015. Furthermore, the large proportion of electricity generated in Malaysia 

is derived from oil, gas, or coal (World Bank, 2015), although there is a sign of increasing use of 

natural gas. 
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2.2 Prior Literature on Carbon Disclosure 

 

In line with the increased expectation for companies to report their carbon information, various 

reporting guidelines have been introduced. These include the Global Reporting Initiative (GRI)'s 

Sustainability Reporting Guidelines, Greenhouse Gas Protocol's 'A Corporate Accounting and 

Reporting Standard', and CDP. Furthermore, there have been an increasing number of companies 

reporting carbon information voluntarily (CDP, 2011; KPMG, 2013) and the quality has increased 

over the years (CDP, 2014).  

 

In a similar vein, the number of studies investigating the extent of corporate carbon reporting has 

also increased (e.g., Amran et al., 2015; Comyns and Figge, 2015; Choi et al., 2013; Luo and Tang, 

2014; Rankin et al., 2011). However, most of these studies do not specifically examine the 

electricity industry, which is the main focus of this study. There have been few studies investigating 

carbon disclosure among electricity companies. However, these studies are predominantly based on 

developed countries namely, the US (Freedman and Jaggi, 2004) and European countries (Sullivan 

and Kozak, 2006). In the case of studies by CDP (2009, 2006) and Alrazi (2012), they conducted an 

international comparison. However, Malaysian companies that made up the sample were either 

limited in number or not represented. Alrazi (2004) conducted a study on electricity generating 

companies in Malaysia, however, the study is cross sectional in nature (using 2012 data). An 

examination of disclosure practices using a longitudinal approach would reveal possible variations 

in disclosure practices not evident in a cross-sectional study (Murthy and Abeysekera, 2008). It may 

also reveal the factors that influence changes in reporting practices over time (Nik Ahmad et al., 

2003). Additionally, most of the prior literature focused on a single reporting medium. Focusing on 

one type of corporate communication medium (e.g., annual reports, CDP surveys) does not reflect 

the complete picture of the company disclosure (Unerman, 2000). 

 

Therefore, this study examines carbon disclosure among electricity generating companies in 

Malaysia on a longitudinal basis using both annual reports and stand-alone sustainability 

reports.  
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2.3 Social Issue Life Cycle Theory 

 

According to social issue life cycle theory, an issue evolves through three to four predictable stages 

(Mahon and Waddock, 1992; Bigelow et al., 1993; Nasi et al., 1997; Zyglidopoulos, 203). However, 

an issue may not necessarily evolve according to the “normal” path (i.e., stage by stage) since issue 

evolution may be affected by factors such as sudden intervention of government or other influential 

stakeholders or the emergence of other issues that require immediate attention and shift attention 

away from the existing issue (Bigelow et al., 1993; Nasi et al., 1997). Several studies have utilised 

social issue life cycle theory to explain the corporate social responsibility initiatives and reporting.  

 

Nasi et al. (1997) examined the annual reports of two, major Canadian and Finnish forestry 

companies over a 16-year period. They found that social issues played a moderate role in the annual 

report disclosures of all four companies between 1976 and early 1980s. However, there was a 

significant reduction in disclosures in the mid-1980s as a result of the decline in attention paid to 

societal issues. Increased disclosures in the late 1980s coincided with the general heightened 

awareness on environmental issues.  

 

Eweje (2005, 2006a, 2006b) examined the motives for corporate social responsibility initiatives 

undertaken by companies from the multinational mining and oil industries operating in Nigeria and 

South Africa. Several observations could be linked to social issue life cycle theory. Firstly, the 

fatalities rate and injuries rate in the mining industry dropped between 1984 and 1998 by 23.2% and 

38.05%, respectively (Eweje, 2005). Secondly, although it seemed that only Shell (one of the oil 

companies) demonstrated its commitment towards environmental preservation since 1958, by 1997, 

all other oil companies began promoting green initiatives and included environmental issues in their 

strategic planning process (Eweje, 2006a). Thirdly, over time, both oil and mining companies also 

appeared to be more environmentally proactive. This is evidenced by the establishment of 

community relations departments to engage their stakeholders and the integration of environmental 

issues in the mission statements, statements of business principles, and the Chairman’s statements 

(Eweje, 2006b).  
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In a Malaysian study, Alrazi et al. (2009) examined whether there was any significant change in the 

environmental reporting practice of 90 public listed companies in Malaysia for the years 1999, 

2003, and 2006. They found that reporting increased significantly over the period. However, there 

was a decrease in the quantity and quality of reporting in 2006 largely due to the shift of focus by 

three companies involved in a merger and the possibility of companies reducing the amount of 

disclosures to avoid being closely monitored by the regulators.  

 

Therefore, based on the increased awareness towards climate change issue in Malaysia and globally, 

the fact that the electricity industry is under closer scrutiny by global stakeholders due to its 

contribution to CO2 emissions, and the arguments of social issue life cycle theory, it is expected that 

the quality of carbon disclosure will increase over the period. 

 

3. RESEARCH METHODS 

 

3.1 Sample Selection 

 

The list of electricity companies in Malaysia was obtained from the Energy Commission website 

(Suruhanjaya Tenaga, 2015). As of 1 May 2015, there were 29 utilities and major power producers 

and independent power producers (IPPs). However, most of these companies are private limited 

companies, hence their corporate reports were not publicly accessible. We used web-based search 

engines to match these companies with their parent companies. This process yielded seven unique 

companies. It is worthy to note that at the beginning of the research, there were two other 

companies. However, they sold their interests to other companies. Table 1 summarises the profile of 

these public companies. Units generated (GWj) were estimated based on (Suruhanjaya Tenaga, 

2015), while the percentage of operations was determined using the data reported in the 2014 annual 

reports. Based on the table, electricity business represents a significant operation of the sample 

companies.  
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          Table 1: Sample Companies 

Companies 

 

Units Gen'd 

(GWj) 

% of Operations 

Rev. Results Assets 

1. Eden Inc. Bhd 231.27 26 96 58 

2. Malakoff Corporation Bhd 17299.81 100 100 100 

3. Mega First Corporation Bhd 103.84 72 77 37 

4. MMC Corporation Bhd 8582.11 64 73 65 

5. Tenaga Nasional Bhd 25800.82 100 100 100 

6. YTL Corporation Bhd 7700.63 74 50 47 

7. YTL Power International Bhd 7700.63 80 67 33 

 

3.2 Data Collection 

 

The data for both carbon disclosure and institutional governance were collected through content 

analysis. Content analysis is "a research technique for making replicable and valid inferences from 

texts (or other meaningful matter) to the contexts of their use" (Krippendorf, 2004, pp. 18). Annual 

reports and stand-alone sustainability reports for the years 2007-2014 and the corporate websites (as 

in July 2015) were examined. This period was selected based on data availability.  

 

3.2.1 Carbon Disclosure 

 

The disclosure index developed by Choi et al. (2013) was used as the basis to define and measure 

carbon information. The index is guided by the factors identified in the Carbon Disclosure Project 

(CDP) Annual Information Request sheets.  CDP is a London-based not-for-profit organisation 

established to help investors and cities globally to achieve sustainability. Each year, CDP has been 

inviting the largest companies in the world (by size of market capitalisation) to participate in its 

annual surveys on the issues of climate change, water, and forest protection. The number of 

participating companies has increased over time, from 253 in 2003 to 5003 in 2014. Choi et al. 

(2013) developed an 18-item disclosure index and used a dichotomous scoring system (1=disclosed, 

0=not disclosed).  
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We refined the disclosure index to include two items from (CDP, 2013) (RC5 and RC6, see also 

Shaiful Bahari and Alrazi, 2014); comparative figure for energy consumed (EC4, see also Clarkson 

et al., 2008); policy/mission/vision (ACC4), stakeholder engagement programme (ACC3), 

supporting organisations promoting climate change (ACC4), and awards received (ACC5) (see also 

Van Staden and Hooks, 2007; Alrazi, 2012). Consistent with Clarkson et al. (2008), Van Staden and 

Hooks (2007) and Alrazi (2012), we adopted a modified polychotomous scoring system in which 

each item was assigned either 0-1 (12 items), 0-2 (10 items), or 0-4 scale (3 items) (see the 

Appendix for the description of scores). This would ensure that the quality, instead of the mere 

presence, of information be measured. Overall, our disclosure index contains 25 items and the 

maximum possible marks for each company is 44. The scores were then converted into percentage. 

Table 2 presents the disclosure index for the study. 

 

Table 2: The Disclosure Index 

No Disclosure Items Scores 

A Climate change: risks and opportunities  

1 CC1 – assessment/description of the risks relating to climate change 0-4 

2 CC2 – assessment/description of current (and future) financial implications, 

business implications, and opportunities of climate change 
0-4 

B GHG emissions accounting  

3 GHG1 – description of the methodology used to calculate and report on GHG 

emissions  
0-2 

4 GHG2 – existence external verification of quantity of GHG emission 0-2 

5 GHG3 – total GHG emissions – metric tonnes CO2-e emitted 0-1 

6 GHG4 – disclosure of Scopes 1 and 2, or Scope 3 0-1 

7 GHG5 – disclosure of GHG emissions by sources  0-1 

8 GHG6 – disclosure of GHG emissions by facility or segment level 0-1 

9 GHG7 – comparison of GHG emissions with previous years, competitors or 

industry average 
0-1 

C Energy consumption accounting  

10 EC1 – total energy consumed  0-1 

11 EC2 – quantification of energy used from renewable sources 0-1 

12 EC3 – disclosure by type, facility or segment 0-1 

13 EC4 - comparison of energy consumed with previous years, competitors or 

industry average 
0-1 
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D GHG reduction and cost  

14 RC1 – detail of plans or strategies to reduce GHG emissions 0-4 

15 RC2 – specification of GHG emissions reduction target level and target year  0-2 

16 RC3 – emissions reductions and associated costs or savings achieved to date 

as a result of the reduction plan 
0-2 

17 RC4 – cost of future emissions factored into capital expenditure planning 0-1 

18 RC5 – the contribution of renewable electricity to the company’s EBITDA in 

the current reporting year  
0-1 

19 RC6 – the projected contribution of renewable electricity to the company’s 

EBITDA at a given point in the future  
0-1 

E Carbon emission accountability  

20 ACC1 – indication of which board committee/other executive body has 

overall responsibility for actions related to climate change 
0-2 

21 ACC2 – description of the mechanism by which the board/other executive 

body reviews the company’s progress regarding climate change 
0-2 

22 ACC4 - Carbon policy/mission/vision statement 0-2 

23 ACC5 - Description of stakeholder engagement programmes 0-2 

24 ACC6 - Support for organisations promoting climate change 0-2 

25 ACC7 - Awards received 0-2 

 

Since this study is longitudinal, annual reports and stand-alone sustainability reports (if any) for the 

years 2007-2014 were examined. Marks from both documents were totalled and subject to the 

maximum mark allocated for each item. Overall, there are 56-firm year observations.  

 

4. FINDINGS AND ANALYSIS 

 

This study has two main objectives. First, it examines the trend in carbon reporting among 

electricity generating companies in Malaysia. Second, it assesses the factors influencing the 

disclosure through social issue life cycle lens. Due to the exploratory nature of the study, the 

analysis is descriptive and qualitative. 
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4.1 Level of Carbon Disclosure 

 

Figure 1 below depicts the trend in carbon disclosure among the sample companies for the period 

2007-2014. All companies made some form of carbon disclosure during the period. The highest 

disclosure was made by Tenaga Nasional Berhad (TNB) and YTL Corporation Berhad (YTL Corp) 

both with 40.9% in 2012 and 2013, respectively. The figure also suggests that there is a general 

increase in the trend of disclosure over the period - 9.1% in 2007 to 13.3% in 2014 (an increase of 

46%). Although not tabulated here, most of the disclosures were related to climate change risks and 

opportunities (CC1 and CC2), plans or strategies to reduce GHG emissions (RC1), and stakeholder 

engagement programmes (ACC5). Only two of the companies - TNB and YTL Corp - reported 

emissions data.  

 

Figure 1: Trend in Carbon Disclosure (2007-2014) 

 

 

4.2 Social Issue Life Cycle Theory 

 

Few general patterns can be observed from Figure 1 above, and they can be divided into two sub-

periods. In the first period (2007-2010), the disclosure was at its highest in year 2009, especially for 

TNB and YTL Corp (both with 31.8%). Such an increase in disclosure could be attributed to 

Malaysia’s commitment to reduce its emissions as publicly declared at the United Nations Climate 

Change Conference in Copenhagen. That year also saw an increase in policies at the national level 

including the National Policy on Climate Change and The National Green Technology Policy. 

Being among the largest companies in the highest emitting industry, these companies responded to 

the public pressure through carbon disclosure. The disclosure then decreased in 2010 as public 

expectation towards the company became less intense compared to when the issue was first 

discussed.  
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The second period occurred between 2011 and 2014. The disclosure continued to increase in 2011 

and this can be linked to the establishment of the Sustainable Energy Development Authority of 

Malaysia (SEDA Malaysia), a statutory body formed under the Sustainable Energy Development 

Authority Act 2011 [Act 726].  SEDA is responsible for administering and managing the 

implementation of the feed-in tariff mechanism, which is mandated under the Renewable Energy 

Act 2011 [Act 725]. Since renewable energy could reduce CO2 emissions and this could bring direct 

impact to companies, it is rational to expect that companies would increase their disclosures by 

including information related to renewable energy in their reports. In 2012, the Ministry of Natural 

Resources and Environment was working with the United Nations Development Programme on the 

national carbon disclosure programme for Malaysia. The framework, called 'MYCarbon - A 

Corporate GHG Accounting and Reporting Programme for Malaysia', and there were two 

stakeholder consultation workshops conducted in July and September 2012. In 2014, the disclosures 

dropped as public pressure on the climate change issue became more stable and companies focused 

on other issues important to stakeholders. For example, TNB focused on Imbalance Cost Pass-

Through (ICPT) based on Incentive Based Regulation (IBR) framework, which was effective 1 

January 2014 and could impact its financial performance. Furthermore, since 2012 YTL Corp 

engaged stakeholders by preparing its sustainability reports, and perhaps based on the outcome of 

this engagement the company found the climate change issue less critical at that point in time. 

 

Overall, consistent with Comyns and Figge (2015), the disclosure of carbon information increases 

over time albeit not in the 'normal' path (i.e., continue to increase over time). This is perhaps 

explained by social issue life cycle theory in which issue evolution may be affected by factors such 

as the sudden intervention by government or other influential stakeholders or the emergence of other 

issues that require immediate attention and divert attention away from the existing issue (Bigelow et 

al., 1993; Zyglidopoulos, 2003). 
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5. CONCLUSION 

 

This research investigates the trend in carbon disclosure by seven electricity generating companies 

in Malaysia. Annual reports and stand-alone sustainability reports for the 2007-2014 period were 

analysed for this purpose. All companies made some form of disclosure. Additionally, among the 

disclosing companies, the quality of disclosure increased over time. Such an increase in disclosure 

might be explained by social issue life cycle theory, in which disclosure increased when there was 

heightened public awareness towards climate change issue as a result of public policies and 

regulations. 

 

The findings of this study offer several implications. Firstly, the reporting of information, despite 

showing an increasing trend, is still low. This is evidenced from the highest average score in any 

year, which is 15.9%. This indicates that if the companies were left alone, they will not disclose 

information beyond what is required. Given that the industry is highly polluting and climate change 

is the most important concern globally, mandating disclosures could help improve the quality of 

information reported. Secondly, since the disclosure is minimal, it has made the decision-making 

process by stakeholders more difficult. They will not be able to understand the climate change 

implications on company operations and any initiatives that were undertaken by companies to 

mitigate the climate change issue. For regulators, this situation could also make the tracking of 

carbon emissions at the national level problematic. Carbon level tracking is important to ensure the 

achievement of the 40% emission reduction target, as expressed at the Copenhagen conference, is 

on-track.  

 

There are few limitations inherent in this research. Firstly, it only focuses on the quality of reporting 

and as such it is stakeholder-centric. Assessing the quantity of disclosure would enable us to 

understand what is important for companies. It has been established in the literature that 'volume' of 

information signifies the importance of information hence the stakeholders to companies (Unerman, 

2000). Secondly, this research is based on secondary data. Additional data collected through 

interviews or a survey might better reveal the motives for disclosure. 
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APPENDIX 

THE SCORING SCHEME 

No Scores Description 

1 0-1 1 if reported, 0 if not reported 

2 0-2 
1 if provided minimum coverage and 2 if descriptive with clear evidence 

provided 

3 0-4 

 0 if not disclosed, no discussion of the issue 

 1 if minimum coverage, little detail—general terms. Anecdotal or briefly 

mentioned 

 2 if descriptive: the impact of the company or its policies was clearly 

evident 

 3 if quantitative: the environmental impact was clearly defined in 

monetary terms or actual physical quantities 

 4 if truly extraordinary. Benchmarking against best practice 

Source: Van Staden & Hooks (2007) 
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CORPORATE SOCIAL RESPONSIBILITY DISCLOSURE AND FINANCIAL 

PERFORMANCE: EVIDENCE FROM LISTED MANUFACTURING FIRMS 

 

ABSTRACT 

 

 

This paper attempts to establish the relationships between Corporate Social Responsibility (CSR) 

and Return on Asset (ROA) and Tobin’s Q in Malaysia’s manufacturing industry following the 

mandatory disclosure of CSR. Total CSR with both ROA and Tobin’s Q showed negative 

relationships in both direction tests. The environmental and workplace dimensions of CSR reported 

negative relationships with firm performance. However, marketplace and community dimensions 

that had the highest disclosure showed positive associations with Tobin’s Q. Manufacturing firms 

should have a paradigm shift toward CSR. The Malaysian government should also introduce tax 

incentives and CSR levy to promote CSR initiatives.  

 

1. INTRODUCTION 

 

Corporate social responsibility (CSR) has received great attention from companies worldwide (Aras 

& Crowther, 2008; Sahin et al., 2011; Bolton; 2014). Although there is no agreed upon definition of 

what constitutes CSR (Ortiz & Crowther, 2005), it is described as a firm’s responsibility to carry out 

social actions that benefit stakeholders. The association between CSR and firm performance has 

aroused some controversies. Given the controversial arguments, many researchers have been 

examining the links between financial performance and CSR in order to assess the validity of trade-

offs between investing in dimensions of CSR and firm value. Firms in the majority of developed 

countries have integrated CSR in their projects - using corporate communications to highlight their 

commitment to social behaviours. Furthermore, they have tried to improve marketing efforts and 

legitimise good firm view from the perspective of shareholders (Birch & Moon, 2004). Nonetheless, 

only limited studies on the link between CSR and profitability in developed countries have been 

found. 
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In December 2014, Bursa Malaysia with the collaboration of FTSE launched a new international 

benchmarking FTSE4Good Index Series to measure the performance of companies demonstrating 

strong, Environment, Social and Governance (ESG) practices. “Bursa Malaysia has been valued 4
th

 

in the world for investor protection and 4
th

 in Asia for corporate governance” (NST, 2014).  This 

index allows investors to consider the firm’s environmental and societal initiatives in their 

investment decisions. Malaysia, an emerging market, was hard hit by the 1997-1998 Asian financial 

crisis where the gross domestic product plummeted, threatening the country’s position as a 

profitable investment destination. The government took steps to reform corporate governance and 

subsequently implemented the CSR framework for all public listed companies. Beginning from 

2006, Bursa Malaysia established a framework for registered public companies to follow CSR 

practices (Bursa Malaysia, 2006).  

 

Although CSR awareness had been raised among Malaysian companies, the majority were only 

focused on their products and sales without considering social performance. It was unlikely that 

they understood the impact of having CSR in their projects with regards to their firms’ values and 

profitability. Hence, the level of CSR disclosure was still low (Bursa Malaysia, 2006). In addition, 

only a few studies have examined CSR activities and their relationship with profitability Limited 

studies have examined CSR in a single industry to emphasise its effects on the industry itself. 

Cottrill (1990) and Waddock and Graves (1997) showed that there were great differences in CSR 

from one industry to another. They suggested that more consideration should be given to the 

respective industries. Simpson and Kohers (2002) also supported this finding. They urged 

researchers to concentrate on one single industry as wide differences were found between industries.  

 

On the other hand, Cooke et al. (1990) indicated that manufacturing companies may have paid more 

attention to social responsibilities than the other industries despite being known as a dirty industry 

(Jänicke, Binder, & Mönch, 1997). A dirty industry may have engaged in more social responsibility 

than the other sectors in order to enhance its value.  Dirty industries are the main polluters and cause 

above-average environmental stress. These include the “producers of paper and paper board, 

petroleum products, primary metals, stone, clay, glass and chemicals” (Janicke, et al. (1997, p. 468).  

Hence, it is interesting to learn from the manufacturing industry of an emerging economy. 
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Prompted by all these findings, this paper is motivated to examine the relationships between CSR 

with short run (return on asset) and long run (Tobin’s Q) performance measures on 202 

manufacturing firms in Malaysia. This paper aims to find out if any four dimensions of CSR after 

segregation affect the performance of manufacturing firms listed on Bursa Malaysia. These 

manufacturing firms produce fuel, zinc, and crude steel – using more machines and services in 

comparison to the other sectors. It is a highly polluting sub-sector of the economy. The findings of 

this paper bridge the gap of existing literature of CSR in an emerging economy with the segregation 

of total and multiple dimensions of CSR as well as capture the industry effects.  

 

2. LITERATURE REVIEW 

 

Underpinning the study of the relationship between CSR and firm performance is the stakeholder 

theory. Within this theory, a company must be able to accommodate the different demands of 

various stakeholder interests. Therefore, a company that balances both its financial performance and 

its involvement in CSR activities is one that sees its trust grow, reduces the transaction cost and 

certain risks (Greening and Turban, 2000). 

 

Freeman (1984) examined the stakeholder approach on strategic management.  He combined the 

stakeholder theory method with statistical analysis. He found that strategic management illustrated 

prominent features of stakeholders. Teoh and Thong (1984) who studied the issue from the 

standpoint of a developing country examined CSR in Malaysia. They conducted a survey on Chief 

Executive Officers from approximately 100 companies. They concluded that social responsibility 

was lagging in corporate social activities. Corporate size and national origin of corporate ownership 

were important in relation to CSR.  Waddock and Graves (1997) found a positive relationship 

between CSR and firm performance linking it to the slack resource theory, which supported the 

good management theory. 

 

Abdul and Ibrahim (2002) analysed views of managers and executives towards CSR in different 

sectors of industry in Malaysia. The results revealed that the executives and managers had positive 

attitudes towards CSR; hence, the level of awareness had risen over the years. They indicated that 

the government’s attention had increased but it was likely to take more time for the government to 

introduce an index for social responsibilities and tax benefit. It is worth to note that Malaysia is a 

leader in the Association of South East Asian Nations (ASEAN) in terms of the number of 

companies producing sustainability reports.  
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2.1  Empirical Studies of CSR and Firm Performance 

 

Table 1 highlights some recent studies in the association between CSR and financial achievements. 

The review shows that some studies reported a negative association (Van der Lann et al., 2008), but 

most of the studies found mixed (McWilliams and Siegel, 2000) and positive relationships (Lin, 

Yang, and Liou, 2009) between CSR and firm performance.  For example, Pava and Krausz (1996) 

used narrative reviews method for their meta-analysis for past studies in the US for 53 firms in the 

two sample periods of 1985 to 1987, and 1989 to 1991. They examined 21 studies on the 

associations between CSR and financial performance. The results show a negative relationship in 

one study while eight studies showed no association and 12 studies found some positive links 

between the firms’ social responsibility activities and their financial performances. 

 

Griffin and Mahon (1997) used vote-counting method in their meta-analysis for firms in the 

chemical industry in 1992 in the US. They reviewed 64 studies and found positive associations in 33 

studies, negative in 22 studies while 9 studies had neutral association results. 
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Table 1: Results of Recent Studies between CSR and Financial Performance 

Source: Adapted from E-vahdati, S., and Lai, M. M. (2015). Corporate Social Responsibility 

and Firm Value of Malaysian Companies (1
st
 Edition). CreateSpace Independent Publishing 

Platform. Reprinted with permission.   

 

3.0  DATA AND METHOD 

 

Table 2 presents the associations of total and multiple dimensions of CSR with the firm’s short-

run (accounting-based) performance and firm’s long-run (market-based) performance. The 

independent, dependent, control variables and hypotheses tested are described as well.  

 

 

 

 

Study 
Variable  

 

Sample 

 

 

Results 
Corporate 

social 

responsibility 

Financial 

Performance 

Dowell et al. 

(2000) 

Global 

environment 

Standards 

Tobin’s Q 89 US 

multinational 

enterprises 

Positive 

relationship 

McWilliams 

& Siegel 

(2000) 

Kinder 

Lydenberg 

Domini (KLD) 

index 

ROA 

 

524 US 

companies 

Neutral or mixed 

relationship 

Van der Laan 

et al. (2008) 

Kinder 

Lydenberg 

Domini (KLD) 

index 

ROA 

 

Top US 

companies 

Negative 

relationship 

Lin et al. 

(2009) 

Annual reports 

of companies 

ROA, 

Tobin’s Q 

1000 Taiwanese 

firms 

Positive 

relationship with 

market-based 

Aras et al. 

(2010) 

 

 

Annual reports ROA 

ROE 

ROS 

40 Turkish 

companies 

Neutral or mixed 

relationship 

 

Inoue & Lee 

(2011) 

Kinder 

Lydenberg 

Domini (KLD) 

index 

ROA 

Tobin’s Q 

367 in US 

tourism industry 

Neutral or mixed 

relationship 
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Table 2: Definition of the Variables and Hypotheses Tested 

Variables Definitions Hypotheses Dependent  Independent 

Return On 

Asset  

(ROA) 

 

Tobin’s Q 

(TQ) 

 

 

 

 

Corporate 

Social 

Responsibility 

(CSR) 

Net income before tax and 

interests divided by total 

assets. 

 

Book value of assets minus 

book value of equity plus 

market value of equity 

divided by book value of 

assets. 

 

Contains total of 

environment, community, 

workplace & marketplace, 

which is calculated by the 

number of sentences in an 

annual report about CSR 

(content analysis). 

H1:  Higher financial 

performance leads to 

higher CSR. 

 

 

H2: Higher CSR leads to 

higher financial 

performance. 

 

 

 

 

CSR 

 

 

 

 

 

ROA 

TQ 

 

 

 

 

 

ROA 

TQ 

 

 

 

 

CSR 

Environment 

(ENV) 

Dimension of CSR, which is 

calculated by the number of 

sentences in annual report in 

the environmental section.  

H3: There is a relationship 

between environment 

and firm performance. 

ROA 

TQ 

ENV 

Community 

(COM) 

Dimension of CSR, which is 

calculated by the number of 

sentences in annual report in 

the community section.  

H4: There is a relationship 

between community and 

firm performance. 

ROA 

TQ 

COM 

Workplace 

(WP) 

Dimension of CSR, which is 

calculated by the number of 

sentences in annual report in 

the workplace section. 

H5: There is a relationship 

between workplace and 

firm performance. 

ROA 

TQ 

WP 

Market Place  

(MP)  

Dimension of CSR, which is 

calculated by the number of 

sentences in annual report in 

the marketplace section. 

H6: There is a relationship 

between marketplace 

and firm performance. 

ROA 

TQ 

MP 

Source: Adapted from E-vahdati, S., and Lai, M. M. (2015). Corporate Social Responsibility and Firm Value 

of Malaysian Companies (1
st
 Edition). CreateSpace Independent Publishing Platform. Reprinted with 

permission 
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3.1  Data Sample 

 

The sample employed included manufacturing companies listed on Bursa Malaysia. Since there is 

no special category in the Thomson Reuters DataStream database for the manufacturing industry 

(DataStream International Ltd, 2006a; DataStream International Ltd, 2006b), the manufacturing 

firms were selected from the emerging markets information service (EMIS, 2012); it was then 

organised with companies listed in the Thomson Reuters DataStream Database (DataStream 

International Ltd, 2006a; DataStream International Ltd, 2006b). 

 

Initially, there were 397 companies but due to incomplete data the number was decreased to 202. 

All CSR data were collected from the CSR section in the annual reports of these 202 

manufacturing firms from 2007 to 2010. This period was chosen because of the implementation 

of the CSR framework in 2006. All registered public listed firms were required to disclose their 

corporate social activities in their annual reports. The CSR data were subsequently compiled 

together with all financial data from the Thomson Reuters DataStream Database and financial 

statements to create the complete dependent and control variables (DataStream International Ltd, 

2006a; DataStream International Ltd, 2006b; Bursa Malaysia, 2012). 

 

3.2  Dimensions of CSR 

 

As mentioned earlier, the dimensions of CSR covered in Malaysia are: (1) environment, (2) 

community, (3) workplace, and (4) marketplace. These four dimensions are in line with the 

stakeholder theory (Bursa Malaysia, 2006). Given an absence of a special index for measuring 

CSR activities in Malaysia, we did so through content analysis of the annual reports of the 

manufacturing companies. 

 

Gray, Kouchy and Lavers (1995) pointed out that content analysis has been widely used and the 

most common method in CSR research. It simply measures the presence of certain words in the 

text.  The use of annual reports for content analysis is supported by Hughes et al. (2001) for easy 

availability. Annual reports are proof documents for company shareholders. Applying sentences 

for measuring CSR is more reliable than other units of analysis, since unreliability can occur 

when words or areas like pages are used (Milne & Adler, 1999). Some studies counted words 

instead of counting the number of sentences in their analyses. This method was not a precise tool, 

because portion of pages may be different in different print, column and page sizes (E-vahdati 

and Lai, 2015). Therefore, sentence counting can solve the problem of standardisation of words 



68 

(Hackston and Milne, 1996).  We measured these four dimensions by counting the number of 

sentences related to these variables in the annual reports (Hackston and Milne, 1996; Mustaffa 

and Tamoi, 2006; Aras, Aybar and Kutlu, 2010).  

 

3.3  Short and Long Run Firm Financial Performance 

 

This study used two financial performance measures, namely, Return on Assets (ROA) and 

Tobin’s Q. ROA represents a short-run profitability and accounting-based measurement 

(McGuire, et al., 1988). It is viewed that high CSR would lead to increased profits as a result of 

increased revenues and reduction in operational costs. It is a widely used instrument for firm 

performance.  It is the net income before interests and taxes divided by total assets (Van der 

Laan, Van Ees, & Van Witteloostuijn, 2008) where the data are retrieved from the Thomson 

Reuters DataStream database and the firms’ annual reports. 

 

Meanwhile Tobin’s Q is a long-run profitability and market-based measurement of future 

profitability with a reflection on long-run profitability (E-vahdati and Lai, 2015). It shows how 

investors evaluate the firm’s capability in creating intangible resources and competitive 

advantages, resulting in high future profits (Wu, 2006). 

 

It is described as a ratio of firms’ value in the long run and firm’s market value to the book value 

of assets (Dowell, Hart, & Yeung, 2000; Lin et al., 2009; Rossi Jr., 2009). The data were obtained 

from the firms’ annual reports and the Thomson Reuters DataStream Database. The Tobin’s Q 

formula is as follows: 

 

Market value of firm = book value of assets – book value of equity + market value of the equity 

Tobin’s Q = market value of firm/ book value of assets (E-vahdati and Lai, 2015). 

 

3.4  Control Variables 

 

This study considers four variables, namely, firm size, risk, leverage, and research & 

development intensity (R&D) to control the effects between CSR and firm financial performance. 

The data were obtained from the Thomson Reuters DataStream Database and the annual reports 

of the firms. 
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Firstly, firm size is perceived to have a positive impact on firm performance because large firms 

are more likely to engage in CSR activities. Different variables have been used to measure the 

firm size. Mustaffa and Tamoi (2006) used the number of employees to obtain firm size (E-

vahdati and Lai, 2015). Waddock and Graves (1997) applied total assets, total sales and the 

number of employees for measuring size. Van der Laan et al. (2008) performed natural logarithm 

on the number of employees for rating the size of a firm. Some other researchers used natural 

logarithm of annual sales as a measurement (Rossi Jr., 2009;Inoue & Lee, 2011). In this study, 

we considered size as a control variable based on the natural logarithm of annual sales. 

 

Secondly, risk is used to control the relationship between social behaviours and profitability. 

Waddock and Graves (1997) described risk as long-term debt to total assets, and contended that 

risk level was crucial since increased tolerance of risk management would lead to activities that 

build or destroy an environment. These include, recycling or waste reduction to avoid air 

pollution. Aras et al. (2010) mentioned risk as a ratio of debt to total assets. Some researchers 

used risk as a control variable when applying on beta (McGuire et al., 1988; Seifert, Morris, & 

Bartkus, 2004). We used long-term debt divided by total assets was used as a measure of risk (E-

vahdati and Lai, 2015). 

 

Thirdly, leverage is described as the ability of companies to meet financial obligations and to 

control the difference in firm capital structure. Although leverage impacts capital structure, the 

relationship with firm profitability is ambiguous. Since there are tax shields in relation to 

payments, the impact will be positive. If leverage causes a rise in the payment of bankruptcy cost, 

the relationship will be negative. A lot of literature used leverage as a control variable for the 

association between corporate social behaviours and firm profitability. Van der Laan et al. (2008) 

used leverage as total debts to total equity and argued that if a firm had more debts, receiving 

return of investors might not increase, and the return on equity would decrease. Rossi Jr. (2009) 

defined leverage in their study as total debts divided by total equity. Inoue and Lee (2011) 

measured leverage as total debts divided by total assets. We used leverage as total debts to equity 

in this study (E-vahdati and Lai, 2015). 
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Lastly, research and development intensity (R&D) is used to measure the effectiveness of 

innovation and reputation. Research and development is a form of capital investment. Technical 

capital is the increase of knowledge about innovative products. Therefore, research and 

development is related to firm performance (McWilliams & Siegel, 2000). Most researches 

argued that there was a positive association between R&D and CSR. They argued that companies 

with high activity in corporate social behaviours demonstrated high quality in their products and 

good reputation; consequently they had high innovation (McWilliams & Siegel, 2000;Aras, et al., 

2010). Therefore, R&D intensity in this study is measured as R&D expenditure divided by net 

sales or revenues.  

 

4.  RESEARCH FRAMEWORK AND HYPOTHESIS 

 

Total CSR is described as the sum of CSR in all four dimensions: environment, community, 

workplace and marketplace. Aras et al. (2010) found that there was a mixed relationship between 

CSR and firm performance.  As mentioned earlier, the number of sentences that were disclosed in 

the annual reports during the sample period measures the quantity of CSR. Total CSR was used 

as a dependent variable in hypothesis 1 (H1) which means that higher financial performance leads 

to higher CSR. Model 1.1 and 1.2 used ROA and Tobin’s Q as independent variables, 

respectively. 

 

Total CSR was used again as an independent variable in model 2.1 and 2.2 in conjunction with 

the stakeholder theory in hypothesis 2 (H2).  It should be pointed out that model 2.1 used ROA as 

a dependent variable to measure short-run profits whereas model 2.2 employed Tobin’s Q to 

reflect long run profitability.  These two hypotheses and their models are described as follows: 

 

H1: Higher financial performance leads to higher CSR. 

 

Model 1.1: 

CSR = α0+ β1 ROA+ β2 SIZE+ β3  RISK+ β4  LEV+ β5 R&D + ε 

 

Model 1.2: 

CSR = α0+ β1 TQ+ β2 SIZE+ β3  RISK+ β4  LEV+ β5 R&D + ε 
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H2: Higher CSR leads to higher financial performance. 

 

Model 2.1: 

ROA = α0+ β1 CSR+ β2 SIZE+ β3  RISK+  β4  LEV+  β5 R&D + ε 

 

Model 2.2: 

TQ = α0+ β1 CSR+ β2 SIZE+ β3  RISK+  β4  LEV+  β5 R&D + ε 

 

Where:  

α = Intercept, ε = error term, ROA = return on asset (accounting-based performance)  

TQ = Tobin’s Q (market-based performance), CSR = corporate social responsibility, ENV = 

environment dimension, COM = community dimension, WP = workplace dimension, MP = 

marketplace dimension, SIZE = size of the company, RISK = risk of company, LEV = debt level 

of firm and R&D = research and development 

 

The environment is perceived as an important dimension of CSR. Hughes et al. (2001) discussed 

the extent environmental disclosure in an annual report can affect performance and concluded 

that it was a negative influence. 

 

On the other hand, Mahoney and Roberts (2007) argued that the environmental dimension had a 

positive significant link with financial achievement. Scholtens (2008) indicated that each 

dimension of CSR might have a different relationship with financial performance. He depicted 

the environment and profitability as having a positive relationship. However, Inoue and Lee 

(2011) concluded that the environment had no effect on firm performance. The environment did 

not improve the outcome of profitability in the tourism industry. Therefore, we hypothesise as 

follows: 

 

H3: There is a relationship between the environment and firm performance. 

 

Community is another dimension of CSR. Inoue and Lee (2011) stated that the community as a 

dimension of CSR had different characteristics in different industries. They found that social 

expenditure in community declined short-run profitability for the airline industry but raised both 

short-term and long-term performances for the restaurants and hotel industries. These positive 

associations in the services industry might be due to their dependency on local communities such 

as suppliers and their activities. On the other hand, in the airline industry, the dependency on 
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local communities was weak and they received fewer advantages from the community. The 

hypothesis is as follows: 

 

H4:  There is a relationship between community and firm performance. 

 

Workplace that embraces employees is another important dimension of CSR. Mahoney and 

Roberts (2007) stated that there was no significant relationship between employees and financial 

performance. Scholtens (2008) argued that there was a unidirectional relationship between 

employees and social activities. They contended that employees were concerned with profitability 

in companies whereas Van der Laan et al. (2008) argued that there was a negative relationship 

between employees and financial performance. They explained that employees were secondary 

stakeholders. However, Inoue and Lee (2011) explained that employees had a significant positive 

relationship with the long-term profitability in the airline industry but it showed no association on 

short-term profitability. These mixed results might be due to the lack of awareness of employees 

of CSR initiatives. Therefore, we hypothesise as follows: 

 

H5:  There is a relationship between workplace and firm performance. 

 

The marketplace is sometimes described as products or customers, and it is another individual 

dimension of CSR. Mahoney and Roberts (2007) concluded that marketplace dimension had a 

significant positive association with profitability. Scholtens (2008) found a positive relationship 

between products and financial achievement. Good quality products would enhance the 

interaction between companies and their suppliers, which led to better firm performance. Inoue 

and Lee (2011) showed that the marketplace had a positive association with firm performance for 

the airline, hotel, and restaurants industries. It enhanced both short and long-term profitability. 

This was supported by Galbreath and Shum (2012) who showed that customer satisfaction was 

related to company profitability. On the other hand, Van der Laan et al. (2008) concluded that 

consumer satisfaction was unrelated to financial performance as there was no relationship 

between them.  Therefore, the hypothesis as follows: 

 

H6:  There is a relationship between marketplace and firm performance. 
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Multiple regression analysis was used to test the effects of four dimensions of CSR on firm 

performance. Control variables were added for better results. Two models are as follows: 

 

Model 3.1: 

ROA = α0+ β1 ENV+ β2 COM+ β3 WP+ β4 MP+ β5 SIZE+ β6 RISK+  β7 LEV+  β8 R&D + ε 

 

Model 3.2: 

TQ = α0+ β1 ENV+ β2 COM+ β3 WP+ β4 MP+ β5 SIZE+ β6 RISK+  β7 LEV+  β8 R&D + ε 

 

Where:  

α = Intercept, ε = error term, ROA = return on asset (accounting-based performance)  

TQ = Tobin’s Q (market-based performance), CSR = corporate social responsibility, ENV = 

environment dimension, COM = community dimension, WP = workplace dimension, MP = 

marketplace dimension, SIZE = size of the company, RISK = risk of company, LEV = debt level 

of firm and R&D = research and development 

 

5. ANALYSES AND DISCUSSIONS 

 

Table 3 reports the descriptive statistics of CSR disclosure for 202 manufacturing firms from 

2007 to 2010. The amount of CSR disclosure sentences are indicated for the environment, 

community, workplace, and marketplace dimensions as well as the total CSR. From 2007 to 

2010, the number of disclosures in the annual reports for these four dimensions had increased. In 

2010, total CSR indicated the highest disclosure sentences, whereas 2007 the lowest. It may 

imply positive improvements due to the implementation of CSR framework in 2006 on these 

firms. The community dimension with an average of 6.75 sentences appeared to be the highest 

number of sentences disclosed in the annual reports. It implied that companies were more willing 

to disclosure community activities such as building schools, education of employees or students 

in their annual reports. The least number of sentences found was related to the marketplace in 

relation to products and customers. Each company’s average disclosure for the marketplace 

dimension of CSR stood at about 3.15 sentences.  
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Table 3: Descriptive Statistics for Social Disclosure Measures of Manufacturing Companies on Bursa Malaysia from 2007 to 2010 

Sample year Environment Community Workplace Marketplace Total CSR 

Disclosing 

sentences 

amount 

(Number) 

Disclosed 

sentences 

(Percentage) 

 

Disclosing 

sentences 

amount 

(Number) 

Disclosed 

sentences 

(Percentage) 

 

Disclosing 

sentences 

amount 

(Number) 

Disclosed 

sentences 

(Percentage) 

 

Disclosing 

sentences 

amount 

(Number) 

Disclosed 

sentences 

(Percentage) 

 

Disclosing 

sentences 

amount 

(Number) 

Disclosed 

sentences 

(Percentage) 

 

2007 1011  29.03% 1062    30.49%      894 25.67%      515 14.8%     3482 100% 

2008 1260 28.27% 1324  29.70% 1244 27.91%      629 14.11%     4457 100% 

2009 1394 28.51% 1489 30.46% 1326 27.12%      679 13.89%     4888 100% 

2010 1417 27.40% 1575 30.45% 1456 28.16%      723 13.98%     5171 100% 

Total 
a 5082   113.22% 5450   121.12% 4920 108.87% 2546 56.69% 17998 400% 

Average 
b    1270.5 28.30%    1362.5 30.28% 1230   27.21% 636.5 14.17%     4499.5 100% 

Firm average 
c 6.28  6.75  6.09  3.15  22.35  

Notes: 
a 
Total means sum up number of sentences in column one of each variable, and sum up percentage of each variable in column two.  

b
 Average means total of each column divided by four.  

c
 Firm average means total number of sentences of each variable divided by 808 (202 firms*4 years). 

 

Source: Adapted from E-vahdati, S., and Lai, M. M. (2015). Corporate Social Responsibility and Firm Value of Malaysian Companies (1
st
 Edition). 

CreateSpace Independent Publishing Platform. Reprinted with permission.   
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Table 4 shows the descriptive statistics for financial performance variables, four dimensions of 

CSR and control variables of 202 manufacturing firms on Bursa Malaysia from 2007 to 2010. 

Specifically, ROA and Tobin’s Q showed wide differences between the profits achieved during 

this four-year period in which they showed a minimum of -121.26% and 7.89% as well as a 

maximum of 54.22% and 719.06%, respectively.  

 

Table 4: Descriptive Statistics for Dependent and Independent Variables of Manufacturing 

Companies on Bursa Malaysia from 2007 to 2010 
 

      Number Minimum Maximum Mean Standard 

Deviation 

 

ROA
 

808 -121.26 54.22 5.36 9.52 

Tobin’s Q 
 

808 7.89 719.06 95.74 61.27 

 

Environment
 

808 .00 60.00 4.86 6.08 

Community
 

808 .00 55.00 6.13 7.63 

Workplace
 

808 .00 110.00 6.05 8.86 

Marketplace
 

808 .00 26.00 3.15 3.80 

CSR
 

808 2.00 227.00 20.20 22.21 

 

RISK
 

808 .00 104.00 8.91 10.60 

SIZE
 

808 7.28 16.39 12.32 1.37 

Leverage
 

808 .00 206.54 23.74 20.57 

R&D
 

808 .00 29.64 .18 1.60 

Source: Adapted from E-vahdati, S., and Lai, M. M. (2015). Corporate Social 

Responsibility and Firm Value of Malaysian Companies (1
st
 Edition). CreateSpace 

Independent Publishing Platform. Reprinted with permission.   
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5.1  Correlation Coefficient 

 

Table 5 shows the correlation coefficients for the four dimensions of CSR with short and long-

term profitability.  The coefficients indicated that there are no multi-collinearity among these 

variables. The environment was not correlated to both Tobin’s Q and ROA but community and 

marketplace showed significant positive correlations with ROA and Tobin’s Q. In addition, ROA 

was correlated to the workplace significantly. As shown in Table 5, only R&D was not correlated 

to both ROA and Tobin’s Q; the size of a company demonstrated positive significant correlation 

with both short and long-run profitability.  

 

Similarly, Table 6 reports correlation coefficient of total CSR and firm performance. The results 

showed that total CSR was not correlated to ROA, but had a significant correlation with Tobin’s 

Q. Last but not least, only control variables of risk and firm size were positively correlated to 

Tobin’s Q significantly. 
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Table 5: Correlation Coefficient of CSR Dimensions and Financial Performance of Manufacturing Companies on Bursa Malaysia from 

2007 to 2010 
a 

Variables 
 

 ROA TQ Environment Community Workplace Marketplace Risk Size Leverage R&D 

ROA  1          

TQ   1         

Environment  .055 .066 1        

Community  .081
*
 .245** .618

**
 1       

Workplace  .080
*
 .051 .635

**
 .588

**
 1      

Marketplace  .079
*
 .146** .583

**
 .547

**
 .513

**
 1     

RISK  -.091
**

 .116** .030 .148
**

 .040 .074
*
 1    

SIZE  .314
**

 .279** .370
**

 .429
**

 .296
**

 .298
**

 -.006 1   

Leverage  -.269
**

 .008 -.019 .087
*
 -.007 .026 .586

**
 .045 1  

R&D  -.006 .038 .047 .239
**

 .043 .017 .342
**

 -.059 .343
**

 1 

Notes: 
a
 Correlation is significant at the 0.01 level (2-tailed) with**.  Correlation is significant at the 0.05 level (2-tailed) with* 

Source: Adapted from E-vahdati, S., and Lai, M. M. (2015). Corporate Social Responsibility and Firm Value of Malaysian Companies (1
st
 Edition). 

CreateSpace Independent Publishing Platform. Reprinted with permission 
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Table 6: Correlation Coefficient of Total and Financial Performance of Manufacturing Companies 

on Bursa Malaysia from 2007 to 2010 
a 

Variables  ROA TQ CSR Risk Size Leverage R&D 

ROA 1       

TQ  1      

CSR .065 .148** 1     

Risk -.098
**

 .116** .089
*
 1    

Size .296
**

 .279** .413
**

 -.003 1   

Leverage -.271
**

 .008 .030 .586
**

 .050 1  

R&D -.005 .038 .118
**

 .345
**

 -.059 .353
**

 1 

Notes:
 a
 Correlation is significant at the 0.01 level (2-tailed) with** ; Correlation is significant 

at the 0.05 level (2-tailed) with* 

 

Source: Adapted from E-vahdati, S., and Lai, M. M. (2015). Corporate Social Responsibility 

and Firm Value of Malaysian Companies (1
st
 Edition). CreateSpace Independent Publishing 

Platform. Reprinted with permission 

 

5.2  Regression Analysis 

 

Table 7 shows the regression results between CSR and firm financial performance. The variance inflation 

factor (VIF) for all variables were between 1 and 3, which implied that there was no problem of multi-

collinearity. The negative association between CSR and ROA showed that these manufacturing firms 

were inclined to short-term profits which were reflected by managerial opportunism hypothesis as shown 

in Panel A of Table 7. This may imply that when financial performance is strong, managers may reduce 

social expenditure to increase their own private gain. In contrast, when a firm has poor financial 

performance, the managers may increase social expenditure and improve social performance to distract 

attention (Moore, 2001). 
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The results in panel B in Table 7 reflect the trade-off hypothesis in which increased CSR brings lower 

profits to the firm.  In short, higher CSR leads to lower financial performance as measured by ROA or 

vice versa. It should be pointed out that many past studies that examined the relationship between CSR 

and profitability had reported R-square in the range of 10% to 20% and even below 10%, yet concluded 

convincing results (McWilliams & Siegel, 2000; Rettab et al., 2009). 

 

Table 7: Regression Results for Total CSR and Firm Performance of Manufacturing Companies on 

Bursa Malaysia from 2007 to 2010 

Panel A 

H1:  Higher financial performance (ROA) leads to higher CSR 

CSR = α0+ β1 ROA+ β2 SIZE+ β3  RISK+  β4  LEV+  β5 R&D + ε 

 Independent 

Variables 

Control Variables 

 Risk Size Leverage R&D 

Coefficient 

(ROA) 
-0.01 0.11 0.46 -0.14 0.16 

P-Value 0.01 0.01 0.00 0.00 0.00 

VIF 1.23 1.58 1.13 1.77 1.20 

 

R
2 

=0.206 Adj R
2  

= 0.21 F-Ratio = 41.69 Sig F = 0.00  

CSR = α0+ β1 TQ+ β2 SIZE+ β3  RISK+  β4  LEV+  β5 R&D + ε 

 

Coefficient (TQ) 

 

0.01 

 

0.09 

 

0.43 

 

-0.10 

 

0.14 

P-Value 0.70 0.03 0.00 0.01 0.00 

VIF 1.10 1.55 1.09 1.55 1.18 

 

R
2 

= 0.20 Adj R
2  

= 0.20 F-Ratio = 41.05 Sig F = 0.00  

file:///D:/Formatting/120407%20-%20Ian%20Third%20Phase%20Preformatting%20x/VANDARTI/Vahdati.doc%23_ENREF_32
file:///D:/Formatting/120407%20-%20Ian%20Third%20Phase%20Preformatting%20x/VANDARTI/Vahdati.doc%23_ENREF_38
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Panel B 

H2: Higher CSR leads to higher financial performance  

ROA = α0+ β1 CSR+ β2 SIZE+ β3  RISK+  β4  LEV+  β5 R&D + ε 

Coefficient 

(Total CSR) 
-0.10 0.09 0.36 -0.39 0.01 

P-Value 0.01 0.02 0.00 0.00 0.00 

VIF 1.24 1.58 1.23 1.60 1.21 

 

R
2 

= 0.19 Adj R
2  

= 0.20 F-Ratio = 39.17 Sig F = 0.00  

TQ = α0+ β1 CSR+ β2 SIZE+ β3  RISK+  β4  LEV+  β5 R&D + ε 

Coefficient 

(Total CSR) 
0.02 0.16 0.28 -0.11 0.04 

P-Value 0.69 0.00 0.00 0.01 0.32 

VIF 1.25 1.53 1.24 1.55 1.20 

 
R

2 
= 0.09 Adj R

2  
= 0.10 F-Ratio = 17.47 Sig F = 0.00  

Source: Adapted from E-vahdati, S., and Lai, M. M. (2015). Corporate Social Responsibility and 

Firm Value of Malaysian Companies (1
st
 Edition). CreateSpace Independent Publishing Platform. 

Reprinted with permission.   

 

Both results in panels A and B of Table 8 show significant negative associations between the 

environmental dimension of CSR with both ROA and Tobin’s Q. The environmental dimension has 

negative effects on firm performance. These results imply that ecological problems have not been solved 

despite the introduction of CSR framework by Bursa Malaysia in 2006. The results can be inferred that 

managers of the firms need to have a paradigm shift in their mind set when facing environmental 

concerns.  Managers are urged to incorporate the environmental dimension of CSR in their strategic 

business management practices. They need to be more proactive with environmental regulations and 

compliance. CSR in environmental activities would have positive effects on profitability with reduced 

compliance costs and improvement of operational efficiency over time. Long-term green industrial 

strategy is necessary. At the same time, regulators may need to implement eco-auditing on all public listed 

companies.  It is worth noting that companies in Malaysia need to learn from the manufacturing sectors of 

Japan, Germany, and Sweden on the ways in which CSR in the environmental dimension have contributed 

to environmental improvement from 1970 to 1990 (Janicke et al., 1997).   
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In term of the community dimension, the mixed findings show that reducing CSR activities in the 

community would lead to an increase in short-term profits as measured by ROA or vice versa. 

Nonetheless, increasing community social activities results in the ability to create more future profits as 

reflected by the long-term performance measure (Tobin’s Q). Higher Tobin’s Q may be an attribute of 

long-term good relationship built through community involvement.  

 

On the other hand, the workplace dimension indicated negative relationship with Tobin’s Q. It may be 

explained that employees were secondary stakeholders of the manufacturing companies. At the same time, 

the marketplace dimension had positive effects on firm performance only in the long run. Producing 

quality products would enhance customer satisfaction that would increase a firm’s capabilities to create 

higher future profits. 

 

Overall, the results draw conclusions that the firm’s risk, size and leverage that served as control variables 

have shown significant associations to both ROA and Tobin’s Q. Strong positive association between the 

firm size and financial performance suggest that size represents visibility and larger firms tend to have 

more CSR that would help them build a good reputation. R&D investments that were associated with 

product and process innovation had shown positive associations with ROA, but not Tobin’s Q. As such 

we suggest that manufacturing firms look into the reasons why the R&D dimension was not able to 

increase a firm’s capability to create future profits. This is an empirical question that requires further 

examination.   
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Table 8: Regression Results of the Effects of Multidimensional CSR and Financial Performance of 

Manufacturing Companies on Bursa Malaysia from 2007 to 2010 

 

Panel A: Dependent Variable (ROA) 

 

ROA = α0+ β1 ENV+ β2 COM+ β3 WP+ β4 MP+ β5 SIZE+ β6 RISK+  β7 LEV+  β8 R&D + ε 

 
CSR Multidimensional Control Variables 

 Environment Community Work-

place 

Market-

place 

Risk Size Leverage R&D 

Beta -0.11 -0.09 0.05 0.05 0.10 0.39 -0.39 0.14 

P-Value 0.02 0.06 0.26 0.20 0.10 0.00 0.00 0.00 

VIF 2.20 2.28 1.92 1.71 1.59 1.30 1.61 1.30 

 

 R
2 
= 0.20 

Adj R
2  

= 0.21 

F-Ratio = 

26.91 

Sig F 

= 0.00 
   

 

Panel B:  Dependent Variable (Tobin’s Q) 

 

TQ = α0+ β1 ENV+ β2 COM+ β3 WP+ β4 MP+ β5 SIZE+ β6 RISK+  β7 LEV+  β8 R&D + ε 

 Environment Community Work

place 

Marketpl

ace 

Risk Size Leverage R&D 

Beta -0.16 0.25 -0.12 0.09 0.14 0.24 -0.11 -0.01 

P-Value 0.00 0.00 0.01 0.05 0.00 0.00 0.10 0.90 

VIF 2.31 2.30 2.01 1.74 1.54 1.31 1.56 1.28 

 

 R
2 
= 0.13 

Adj R
2  

= 0.14 

F-Ratio = 

16.06 

Sig F 

= 0.00 
   

Source: Adapted from E-vahdati, S., and Lai, M. M. (2015). Corporate Social Responsibility and Firm 

Value of Malaysian Companies (1
st
 Edition). CreateSpace Independent Publishing Platform. Reprinted 

with permission.   
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6.  CONCLUSION 

 

The overall results rejected hypotheses 1 and 2. Firms with higher financial performance have shown 

negative relationships with its CSR. The negative relationships were found between total CSR and short-

term profits (ROA), but there was no significant relationship with long-term profits (Tobin’s Q). 

 

The analysis of the multiple dimensions of CSR showed a negative relationship between the environment 

dimension for both short and long-term performance measures. The negative effect suggests that the 

manufacturing firm should pay more attention to ecological modernisation and compliance. At the same 

time, the community dimension indicated mixed findings in which a negative relationship was observed 

for short-term profits and positive relationship for long-term profitability. The workplace dimension 

reported a negative relationship with Tobin’s Q but the marketplace dimension showed a positive 

association with long-term profitability. 

 

We concluded mixed relationships between the multiple dimensions of CSR and financial performance. 

These mixed findings were not surprising given that past researchers have found mixed findings as well 

(Waddock & Graves, 1997; Dowell et al., 2000; Van der laan et al., 2008). R&D intensity was the only 

control variable having no link to Tobin’s Q. 

 

Given the fact that CSR activities and disclosure by these manufacturing firms are still low, we suggest 

that the Malaysian government introduce tax incentives to further encourage CSR activities. At the same 

time, a CSR levy could be imposed on business activities that are detrimental to the economy or 

environment. The managers of the firms should consider incorporating the findings of this paper into their 

strategic plans for CSR initiatives. Future research that examines mediating factors such as customer 

satisfaction, employees’ education, and environment friendly products, and tax treatment would be of 

interest.  
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EDUCATING TOMORROW’S ACCOUNTANTS TODAY: STRENGTHENING THE 

ACCOUNTING PROFESSION WITH AN INTEGRATED TEACHING APPROACH 

THROUGH A CEO FACULTY PROGRAMME 

 

 

ABSTRACT 

 

The World Bank released a report on the Observation of Standards and Codes in Accounting and Auditing 

in 2012 - addressing an issue that may adversely impact the accounting profession, namely the need to 

enhance the education and training of accountants in Malaysia. As an opportune juncture to identify a 

solution, the Ministry of Education initiated a CEO Faculty Programme aimed at transforming the 

education system in Malaysia in general. However, there is ambiguity regarding the concept. As such, we 

conducted a feasibility study with the aim of exploring the CEO Faculty Programme concept and its 

applicability in educating accounting students. We employed qualitative methodology where we 

conducted an explorative case study - gathering data from purposively selected respondents from a public 

university in Malaysia. The findings describe a trilateral collaboration between academia, the industry and 

the government, working towards producing high-quality professional accountants for the future. The 

findings show that the success of the integrated teaching approach established in the CEO Faculty 

Programme should benefit the profession in the long term, as the learning gained would impact the 

intrinsic and extrinsic development of accounting students.  

 

Overall, we conclude that the CEO Faculty Programme benefits the “triple helix” (academy, industry and 

government) participants in different respects. In particular, the programme has a positive impact on the 

accounting profession, with the integrated educational approach aiding in producing accounting students 

with informed knowledge that supports the integration of theory and practice. Our reasoning is based on 

the recommendations generated by the study, which suggest directions for triple helix actors, such as 

accounting educators, accounting bodies, industries and the Ministry of Education (MOE), in a manner 

that is responsive to their constraints and situational conditions. Generally, the CEO Faculty Programme 

is a continuous improvement initiative relevant to the mission of the International Federation of 

Accountants (IFAC) in strengthening the accounting profession. These findings provide valuable 

information with respect to transforming an informal teaching arrangement into a formal collaboration 

between accounting educational institutions and the industry. Such collaboration would endure beyond the 
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efforts of silo initiatives conducted in accounting education for decades. In addition, the findings are 

useful as they provide an understanding of the issue that was observed. The study concludes with several 

recommendations aimed at improving the programme and its implementation and indirectly strengthening 

accounting education in Malaysia. 

 

1. INTRODUCTION 

 

In 2012, the World Bank released a report on the Observation of Standards and Codes in Accounting and 

Auditing (ROSC AA) containing one of the issues that may adversely impact the accounting profession if 

it were to remain unaddressed, that is the need to enhance the education and training of accountants in 

Malaysia. The Committee to Strengthen the Accountancy Profession’s (CSAP, 2014) report concluded 

that the increasing demand for quality professional accountants “can only be met if the infrastructure 

available in the education and training of accountants in Malaysia is geared towards producing the 

requisite number of accountants who are competent and able to serve in various sectors across the 

economy” (p.7). To facilitate this, accounting educators were called upon to provide professional 

knowledge, skills, experience and values, which would serve the needs of the diverse sectors in the 

Malaysian economy (CSAP, 2014).  

 

Malaysian accounting educators have frequently commented that they are producing ill-equipped 

accounting graduates - lacking in experience, who have to deal with the challenges of a dynamic and 

rapidly changing business environment (Teik, Al-Mashoor, Chung, & Song, 2013). This issue is 

associated with traditional accounting curricula, which were rule-based in nature (Porter & Carr, 1999). 

Empirical evidence indicated that the accounting curricula have influenced the quality of accounting 

graduates. According to Paino and Puteh (2006) intellectual ability had to be complemented with future 

competences and these skills need to be incorporated in the accounting curriculum. This is currently 

lacking in the education of accounting students, particularly in Malaysia. Accounting curricula need to 

have an integrated design, combining theoretical knowledge and relevant skills in the courses offered 

(Porter & Carr, 1999; Teik et al., 2013).  
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Notably, the Report on the Strengthening of the Accounting Profession in Malaysia (CSAP, 2012) issued 

a recommendation (Recommendation 9: p. 46) strongly proposing cooperation between industry and 

universities as a way forward in producing quality accountants. The recommendation concluded with the 

pertinent remark that the “concept of having co-lecturers for certain subject such as auditing and advanced 

accounting should be considered” (p. 46).  

 

Given the crucial need for incorporating practical application in the education of accounting students to 

produce quality graduates and the magnitude of the task in doing so, the Malaysian Ministry of Education 

(MOE) initiated the CEO Faculty Programme. The programme involves industry–academic partnership in 

educating future accountants. The MOE introduced the programme with the hope of bridging the gap 

between practical application and theoretical knowledge. However, the programme is still in its infancy 

and thus, there is limited information, feedback or understanding concerning its implementation. Hence, 

this study examines the programme by addressing two fundamental research questions: “What are the 

perceived benefits and challenges of the CEO Faculty Programme?” and “In what way(s) is the CEO 

Faculty Programme strengthening the accounting profession?” The purpose of this paper is to make sense 

of the CEO Faculty Programme concept through the use of a case study.  

 

The remainder of the paper is organised as follows: a synthesis of relevant literature, the methodology 

used to gather and analyse the data, a discussion of the results, recommendations and conclusions, and the 

limitations and opportunities for future research. 

 

2. LITERATURE REVIEW 

 

Educators are frequently blamed for the lack of practical exposure given to students. Devi, Kumar & Raju 

(2012), who studied the viability of the Partnering with Practice (PWP) approach to teaching accounting 

in the School of Accounting and Finance (SOAF) at the University of the South Pacific (USP), stated that 

although the mechanism of the teaching approach is important, who delivers taught courses matters more. 

They claimed that bridging the gap between practice and theory depends on “who” rather than on “how”.  
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Geary et al. (2010), who introduced the PWP approach, also found that the individual who teaches the 

course is more important than the actual process of teaching. Through the PWP approach, they revealed 

the collaboration between accounting practitioners and accounting educators to be significant. They 

concluded that PWP is effective, highlighting that the success of the taught course depends on the 

selection of partners in addition to the implementation of a properly organised (prepared, supported and 

integrated) curriculum. 

 

2.1 Integrating Practical Application  

 

The literature suggested that traditional approaches to teaching have limitations. Scholars were of the 

opinion that there is a need to provide an integrated approach for students to prepare them for the 

globalisation of the work force and take account of the fact that the job market requires a combination of 

theory and practice. For example, Johnson (2014) found a perceptible gap between what is practised by 

the workforce and what is taught to accounting students. Scholars recommended that accounting 

educators should move away from the traditional approach in teaching accounting students. They also 

stated that accounting curricula are too narrow and lack practical application.  

 

For many years, scholars have expressed concern that due to the pluralistic nature of the accounting 

profession, there was a need to change accounting education to reflect this. Pluralism in the profession 

was already significant and the education of accounting students needed to keep abreast of this pluralistic 

trait; hence, the relevance of an integrated approach. Such an approach to teaching has been discussed in 

the literature for more than two decades. Kolb (1984, as cited in Johnson, 2014) argued the significant 

influence of theoretical learning and practical application in educating students and the importance of 

integrating the two. Johnson (2014) concluded that educating students through integrating theory and 

practice benefits the students even more.  
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Some authors have suggested that an integrated approach should consider incorporating practical skills 

into the existing theoretical curricula. For instance, ethics and forensic accounting skills, being perceived 

relevant in the accounting field, should be incorporated in accounting courses (Neesham & Gu, 2014; 

Heitger & Heitger, 2008). Conducting a quasi-experimental design Neesham & Gu (2014) found that 

accounting curricula need to be responsive to the environment. They found that incorporating moral 

identifying activities increased learning outcome as the integration of current business ethics teaching 

practices benefits both theory and practices among students - validating their concern that integrating 

relevant practical skills for graduates is crucial to reduce the mismatch in the focus between practice and 

theory. However, as noted above, there was also the argument that the mode of teaching matters less than 

the individual who teaches the students.  

 

2.2 ‘Who’ rather than ‘How’ 

 

Previous studies have shown a solution to bridge the gap between theory and practice by considering who 

does the teaching rather than how it is done. There is empirical evidence supporting a positive response to 

focusing on the “who” aspect. Studies have indicated that the individual who delivers the course 

influences the integration of a practical orientation and fosters practical ability among accounting 

students. This implies that the person who teaches accounting students should possess practical 

experience. Mounce, Mauldin & Braun (2004) stated that professors with practical experience have more 

significant impact than those without practical experience, as they are able to offer students real cases as 

examples. Johnson (2014) also found similar findings. Johnson (2014) studied the perceptions of 

practitioners and faculty members and highlighted the importance of faculty members with practical 

experience in educating accounting students. The study concluded with the recommendation that 

accounting educators should link their teaching of accounting fundamentals with hands-on practice. 

Professional practical skills, such as networking, marketing and career management, were some of the 

important aspects needing to be integrated in accounting curricula. Furthermore, Johnson (2014) 

suggested that the faculty should design a curriculum that is responsive to new developments in the field 

to limit the gap between practice and theory. This supports the notion that engaging faculty members with 

practical work experience rather than those with purely academic credentials would positively benefit 

student learning. 
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Faculty–firm partnerships have also been suggested as a “who”-oriented mechanism that could address 

the mismatch between practice and theory (Johnson, 2014). Collaboration in faculty-firm partnerships 

comes in the form of appointing professionals as academics. Devi et al. (2012) also found that 

collaboration is a viable means of reducing the imbalance in focus. However, there is limited empirical 

evidence that such collaboration exists. This approach is relatively new and is under-researched (Devi et 

al., 2012). However, there is a claim that this approach is significant in creating innovative practices 

relevant to accounting students. For example, Devi et al. (2012) suggested that the Partnering with 

Practice (PWP) approach provides practical implications in educating accounting students. Through in-

depth interviews with stakeholders, they found that through the PWP approach, students benefit in several 

ways. For example, they are “exposed to practical case studies, learn from real life experiences of 

practitioners, become familiarised with firm operations, get an opportunity to interact with practitioners, 

conceptualise how theory works in practice and make informed career choices” (Devi et al., 2012, p. 70).  

  

3. QUALITATIVE METHODOLOGY  

 

This study employed qualitative methodology based on the study characteristics, namely exploratory 

research. Specifically, case study methodology was adopted for two reasons: the suitability of the 

approach in responding to the research questions and limitations in obtaining accessibility to multiple 

institutions due to restricted funding, prompting an in-depth case study.  

 

3.1 Qualitative Characteristics 

 

Researchers such as Creswell (2007) pointed out that the characteristics of research employing qualitative 

methodology includes developing research questions that focus on the “why” and “how”, as in this study. 

Other qualitative characteristics include situated activity that locates the observer in the world and 

conducts research that is interpretive, uses field notes and involves interviews, conversations, 

photographs, recording and memos to the self as data gathering in the natural setting, where the observer 

attempts to make sense of or interprets phenomena in terms of the meanings people bring (Creswell, 

2007).  
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All of these characteristics were applied to this study. Firstly, situated activity locates the researcher in the 

world of the respondents. Here, the activity was situated by conducting the study in a setting very closely 

linked to the research phenomenon and by the relevance of the people in the setting for the research 

inquiry. Secondly, the nature of inquiry in the study (reflected in the research questions) required 

interpretive processes to make sense of the findings. Due to the focus on the why and how, there is no 

determining of causal relationships. The findings had to be interpreted from the data. Thirdly, field notes, 

interviews, conversations, recording and memos were part of the data gathering process employed in this 

study. These data gathering methods assisted in collecting information related to the research questions. 

Interviewing is the prominent data collection method in case study research. A semi-structured interview 

protocol was developed to investigate the motivation for the inception of the CEO Faculty Programme. 

Standard interview questions included “What do you think motivated the concept? What is your view of 

the concept?” Constant probing was conducted throughout the interviews.  

 

3.2 Data Collection Method 

 

Face-to-face interviews were conducted with six respondents. Table 1 provides the profile of the 

respondents.  

 

Table 1: Profile of Respondent Experience 

Respondent  Number of years of work 

experience 

Number of years working 

as academic 

 More than 

10 years 

Less than 10 

years 

More than 

10 years 

Less than 10 

years 

Professor 1 /  /  

Professor 2 /  /  

Professor 3 /  /  

Senior Lecturer 1 (Finance) /  /  

Senior Lecturer 2 (Accounting)  / /  

Senior Lecturer 3 (Finance)  / /  
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For the purposes of this study, the respondents selected were defined as individuals with experience as 

both practitioners and academics. Based on this criterion, six respondents were selected and consent was 

obtained for them to be interviewed. Semi-structured interview questions were developed as a protocol to 

guide the researcher during the interview process. Protocol questions included: “What is your view of the 

CEO Faculty Programme? To what extent does the programme benefit accounting students? What 

challenges do higher institutions face? How can we successfully implement the programme?” The study 

employed a common data analysis process, identifying codes, reducing codes to themes and generating a 

point of view. This process of coding follows the template described by Madison (2005, as cited in 

Creswell, 2007).  

 

4. RESULTS AND FINDINGS 

 

This section provides the thematic analysis related to understanding the CEO Faculty Programme. Several 

themes emerged (meaning, motivating factors, structure and process, benefits and challenges) providing a 

pattern of meanings related to the concept explored.  

 

4.1 Theme 1: Meaning  

 

Documentary analysis implied that the CEO Faculty Programme was initiated with the objective of 

formally appointing CEOs to co-teach with academics, by sharing their experiences and expertise. 

Notably, the CEO Faculty Programme was designed as a continuous improvement mechanism in 

educating university students. It was foreseen that through this programme, the Malaysian education 

system could enhance the quality of Malaysian graduates.  

 

To address the gap in developing practical skills, several prominent CEOs were suggested. Corporate 

leaders such as Tony Fernandes were among the designated CEOs proposed to support the programme. 

The selection of corporate leaders was based on several criteria developed by the MOE: (i) related to 

experience and (ii) based on expertise and the CEO’s significant contribution to the industry.  
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Regarding implementation, the CEOs would be engaged as part of the teaching team at the university and 

would be allocated certain contact hours with students throughout the year. The CEOs were asked to 

commit two working days to the hosting universities and the CEOs were to be attached to four public 

universities in Malaysia.  

 

Their engagement involves two modes in the form of lectures and consultation. The MOE designed 30 

hours of lectures in addition to the sharing of knowledge, case studies, keynote addresses and advisory 

activities related to teaching, research and consultation. From the perspective of academia, this concept 

was well accepted. All respondents found the concept useful and relevant. Some even proposed that if 

successfully implemented, the benefits would advance the Malaysian education system.  

 

4.2 Theme 2: Motivating Factors 

 

Thematic analysis revealed the main motivation to be providing a platform for an integrative approach to 

teaching. Integrating real life experience with the learning of theory is the ultimate goal of this 

programme. Table 2 depicts the categories of codes and themes that appeared to support this pattern of 

meaning (motivating factors). 

 

Table 2: Categories of codes, themes and pattern of meaning – motivating factors 

 

 

 

 

 

 

 

 

 

 

Categories of codes 

 

Emergent themes supporting motivating 

factors 

  

 Curriculum inadequate to meet business needs 

 Out-dated curriculum 

 

Curriculum deficiency  

 

  

 Combining practice and theory 

 Practice is more at the forefront 

 

Value added to current education  
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4.3 Theme 3: Structure and Process 

 

On the process of the programme, data analysis revealed that the mode of teaching varies, the first being a 

formal, traditional mode of teaching (lecture), and the second being the sharing of knowledge, for 

example through case studies, keynote addresses, consultations, etc.  

 

The data indicated the programme has a flexible structure. The university has a choice in the design of the 

respective structure, including the arrangement of the programme. The first option concerns the direct 

involvement of the industry, i.e. direct engagement in educating the students. This includes the formal 

transfer of responsibility for a section of a taught course to the appointed CEO. The second option 

involves formal interaction, although not direct involvement in the taught course. This is a form of formal 

transfer of knowledge in which the engagement of industry occurs outside the classroom, unlike the first 

option in which the engagement occurs in the classroom. Specifically, this differs from the first option in 

that the CEO is not responsible for a section of a credit course. The third option is a flexible mechanism in 

which choices are made to combine the two structures if required.  

 

4.4 Theme 4: People 

 

The data revealed criteria for the selection of CEOs based on their expertise in the field. The respondents 

in this study perceived that the criteria for selection should be based on several extrinsic criteria: expertise 

and experience in the field of CEOs’ responsibilities. These two extrinsic criteria are important for several 

reasons. Firstly, the CEOs will be capable of transferring knowledge that adds value to students. 

Secondly, experts relevant to the field of study will be an attraction factor gaining the attention of 

students. Thirdly, an individual with real-life experience of relevant topics will create an outside-the-box 

thinking environment for students. Engaging practitioners assist in providing experiential teaching and 

learning. In addition, two intrinsic criteria were also revealed: interest and commitment. 
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The data indicated that the CEOs’ area of expertise and the relevance of their experience to the taught 

course are important aspects. The process of transferring knowledge relates not only to the environment 

but also to the individual who transfers the knowledge. A greater appreciation of knowledge is best 

translated by experts who have the practical experience. The respondents perceived this as the primary 

concern in attracting student interest; hence the relevance of the CEOs to the taught course.  

 

Interestingly, the results indicated that although CEOs are preferred, other positions within top 

management should also be considered. The Chief Operating Officer (COO) was mentioned as the most 

important person in the industry involved in this programme. One respondent considered that COOs are 

relevant because they are most knowledgeable about the operations of a company and as such have rich 

experience related to managing companies. COOs, CFOs and Managing Directors are several positions 

mentioned as crucial to the company. Overall, the respondents perceived that people with technical 

abilities in positions of authority, and those making decisions in the company are selected for the 

programme. The rationale is that these individuals have decision-making power and analytical ability in 

solving situational problems.  

 

4.5 Theme 5: Applying the Triple Helix Model  

 

The analysis indicated that the CEO Faculty Programme represents a paradigm shift in Malaysian 

education. The concepts reflect a “triple helix” structure and process within the educational system. This 

triple helix includes educators, practitioners and the government. The concept promotes interactions 

between academic, industrial and institutional systems as a means of fostering development and national 

growth, both of which are important in educating future accountants.  
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Advancing the mode of education is crucial in the current age and application through a triple helix – 

interaction between academia, industry and the government – will foster innovative and creative students, 

thus producing students with technical knowledge and practical ability. The following is an excerpt taken 

from an interview with a respondent:  

 

When we went to the university in Sweden, they practise the Triple Helix Model (academia, 

practitioner and government). What they do is put the practitioner together with academia. 

They will come to the classroom, they will generate ideas, then they go back to their office 

and develop the model and this will support the government. They have ideas and the 

academics and students can use this as a project base. It is a good idea. (Professor 1) 

 

4.6 Theme 6: Benefits 

 

The general perception is that this programme will benefit both academia and the industry. From the 

academic perspective, the learning gain emerges from two perspectives, namely intrinsic and extrinsic 

development in educating accounting students. The former fills the gap in the current system of 

accounting education and personality development, while the latter supports the trend in curriculum 

development, teaching outcomes, the mode of teaching and concern for the profession. 
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Table 3: Themes Supporting the Development of Patterns (Academic Benefits)  

Categories of codes (academic) Themes – benefits Emerging pattern of 

meaning related to 

benefits 

Trend in curriculum development Practice-oriented 

curriculum 

 Extrinsic outcome 

 Up-to-date curriculum    

Filling the gap in curriculum 

deficiency 

  Extrinsic outcome 

Teaching outcomes    

 CEO support in terms of application    

 Accuracy in translating real cases Cognitive skills   

Knowledge is at the fore   Intrinsic outcome 

Personality development    

 Motivation  Extrinsic outcome 

Confidence building Competency skills   

 Role models    

About the profession    

Provide clear understanding of the 

profession 

  Extrinsic outcome 

Change student perceptions of the 

profession 

   

Mode of teaching    

 Integrative mode of teaching (theory–

practice approach) 

   

 CEO brings market practice    

Provide practice solution    

Transfer of knowledge    

- Students    

Academic staff    
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Table 4: Themes Supporting the Development of Patterns (Practitioner Benefits) 

Emergent themes concerning benefits  Emerging pattern of meaning related to 

benefits 

 Good way of promoting companies 

 Potential customers for future business 

 Economic impact 

 Monetary gain is not the driving force 

 Personal satisfaction in sharing experience – self 

fulfilment  

 Personal impact 

 Corporate responsibility for education  Social impact 

 Knowledge transfer exclusive to practical 

application  

 Need to share practical application due to limited 

staffing with experience 

 Knowledge based on experience at the fore rather 

than text 

 Education impact 

 Role model for students in seeing the CEOs 

present at the university; engagement in teaching 

 inspires students 

 Personal impact 

 

4.7 Theme 7: Challenges 

 

Although all of the respondents considered this concept as having great potential, several key concerns 

were voiced regarding its implementation. The general view was that the concept has been practised 

informally in the institution for years; however, this time around, the concept has formally been 

established. Some respondents felt that the programme needs proper planning, monitoring and organising, 

without which there was the possibility of failure. Several themes emerged that indicate the challenges in 

implementing this concept. Table 5 depicts the challenges from various perspectives, including the 

process and the people. The process aspect involves organising, monitoring and controlling the 

programme, whereas the people aspect involves individual constraints and collective constraints.  
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Table 5: Themes Supporting the Development of Patterns (Challenges) 

Emergent categories of codes  Emergent themes grounded in the data 

Personal obstacles 

 Time constraints 

 Commitment 

 Interest 

Constraints 

Curriculum organisation 

 Coverage of syllabus 

 Topic handling 

Integrating theory and practice 

Relation to theory  

Teaching ability 

 Inadequate teaching skills 

Teaching Skills  

Consideration for other positions 

 Other position 

 CFO, COO, GM 

 Top management due to knowledge  

Staffing problem 

Bias in selection of choosing university 

 CEOs will pick established university 

Reputation 

Expected gain 

 CEOs are driven by results; they look for gain 

Gain 

 

4.8  Theme 8: Impact on the Accounting Profession 

 

The analysis revealed several significant implications for the accounting profession, including acquiring 

graduates ready for the workforce (confident, etc.) and who understand the nature of the profession. From 

the long-term perspective, the profession will improve if the concept is successful, while from the short-

term perspective, the impact is more on individual development, as evidenced by several codes 

(motivation, determination and knowledge). For the accounting profession, the anticipated outcome is the 

generation of quality accountants and hence the improved effectiveness and efficiency of the accounting 

profession.  
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5. DISCUSSION 

 

5.1 Developing a Dynamic and Relevant Accounting Curriculum  

 

The survey conducted by Teik et al. (2013) demonstrated that there is a mismatch between what is taught 

and what is expected from Malaysian accounting students. Teik et al. (2013) found insufficient coverage 

of relevant skills in the accounting syllabus. Their study proposed, for example, that fraud-related courses 

are necessary to expose students to fraud-based learning and prepare them by providing fraud detection 

skills. They suggested that this is both relevant and necessary because it is essential for the accounting 

profession to shift its role from that of watchdog to that of bloodhound. Hence, the accounting syllabus 

should be responsive to the demands of the industry. 

 

Based on the results of this study, we make similar claims. The accounting educators were in agreement 

that too great a focus on theory limits the development of practical skills. These are the critical reasons 

that underpin the perception of lagging accounting graduates when they join the workforce. The findings 

indicate there is a need to address this issue. It was suggested that emphasis should be placed on 

implementing an integrated approach, combining both theory and practice. However, there are concerns 

related to the implementation of such an approach. The findings implied that possible issues might arise 

regarding both the process and the people. It was perceived that failing to obtain commitment from the 

industry and incoherent implementation of the programme would result in failure, which is the main 

concern of academia. However, with a proper process and commitment from practitioners, the findings 

revealed the potential for a dynamic educational style.  

 

5.2 Advocating the Triple Helix in Educating Accountants 

 

The findings indicated that there is a reflection of the Triple Helix Model in the CEO Faculty Programme, 

based on the visibility of the main components depicted in the system theory, the relationship between 

components and the functions (Ranga & Etzkowitz, 2013): 

 

(i) components (the institutional spheres of the university, industry and government) with a wide array 

of actors;  
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(ii) relationships between components (collaboration and conflict moderation, collaborative leadership, 

substitution and networking); and 

 

(iii) functions, described as processes taking place in what are labelled the “knowledge, innovation and 

consensus spaces”.  

 

The programme concept has the components mentioned in the Triple Helix Model. The knowledge 

management comes from the university and the innovation comes from the industry, while the lead comes 

from the government. With these intersections, positive outcomes can be anticipated for the accounting 

profession. Entering into a formal collaboration with the industry and gaining the CEOs’ support in terms 

of practice matches the need for holistic accountants, hence potentially contributing to greater economic 

development in the future.  

 

5.3 Implications for the Accounting Profession 

 

The start of the 21st century marked the advent of globalisation in educating future generations, and the 

interactive nature of the business environment. This interactive world demands innovation and creativity. 

Entering the 21st century, education faces the challenges of adapting to the interactive world. Affected by 

demand, accounting educators see their responsibilities as keeping abreast of this shift. Accounting 

educators need to re-examine their role in educating accounting graduates who will have an impact on the 

accounting profession. The findings suggest that combining the efforts of accounting educators and the 

industry will move the CEO Faculty Programme concept forward in providing dynamic accountants.  

 

Also, the findings revealed potential short-term and long-term impacts on the profession. The short-term 

impact includes preparing accounting graduates who are well informed regarding the accounting 

profession. It is clear from the data that the profession requires continuous improvement, i.e. that young 

accountants entering the profession are able to support the profession in terms of its dynamics. 

Accounting activities are subject to events occurring in the economy. This programme concept fits in 

producing future accountants with such qualities, providing a cohesive and effective approach to learning 

practical skills; hence, it exerts an impact in relation to producing future accountants with knowledge to 

support integrated thinking, theory and practice.  
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A keystone for the profession is to have efficient accountants of high value, with sharp reactions and the 

ability for forward thinking as role models. The concept is the premise for introducing role models to the 

students who possess such value. 

  

6. RECOMMENDATIONS  

 

There are several recommendations that could potentially contribute to the efficacy of the programme in 

terms of economic, social and educational aspects. 

 

Recommendation 1: The Organisation of The Programme is The Key to Success 

 

Making sense of the analysis, the CEO Faculty Programme could generate positive outcomes. However, it 

is important for the proper structure and process to be established. It is therefore recommended that the 

programme put in place effective operationalisation mechanisms, focusing on resources, facilities and the 

administration of the programme. Hosting universities are advised to provide support to the CEOs in 

relation to scheduling, materials (including the course syllabus), online facilities, etc.  

 

Recommendation 2: The Government Should Play a Mediating Role to Ensure The Success of 

Academic–Industry Collaboration  

 

It is important for both parties – host universities and the industry – to have mutual respect and 

understanding. There is the view that the industry has limited respect for academia; hence, the industry, 

particularly CEOs, should keep an open mind in collaborating to provide learning gains for accounting 

students. Accordingly, it is recommended that the MOE should organise dialogue sessions between 

universities and CEOs, deliberating on the benefits and challenges for the engaging parties.  
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Recommendation 3: Trial Run Before Full Implementation 

 

It is recommended that there should be a clear briefing on the aims, requirements, expectations and 

anticipated outcomes of collaboration. This will align the objectives for all involved parties. Furthermore, 

collaboration should be piloted on a small scale to iron out issues before full-scale implementation. 

 

Recommendation 4: Readiness of Universities For Collaboration  

 

Hosting universities should be ready to accept practitioners in the education system and be proactive in 

the collaboration. It is recommended that the host universities should be ready with adequate facilities. 

 

7. CONCLUSION 

 

Although the CEO Faculty Programme is in its infancy, the study had the opportunity to gain an 

understanding of the concept based on the social reality. Through the experience of practitioners who are 

presently engaged as academics, the findings provide a supportive rationale for adopting this concept. The 

findings conclude with the proposition made in the recommendations. Overall, the concept is perceived as 

significant for both academia and the accounting industry, although there are challenges that need to be 

addressed. The findings support the conclusion that the appropriate selection of partners and the proper 

organisation in integrating the curriculum will contribute to advancing accounting education. The positive 

contributions achieved will ultimately have a positive impact on the accounting profession. To conclude, 

this study contributes to the IFAC Framework in such a way that it addresses the 21st century demand for 

an interactive process in educating future accountants. Thus, the CEO Faculty Programme, which reflects 

the Triple Helix Model, is useful in translating the roles and domain of professional accountants in 

business.  
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EXPERTS' PERCEPTIONS ON RELEVANT TAX INCENTIVES FOR THE DEVELOPMENT 

OF MARGINAL OIL FIELDS IN MALAYSIA 

 

ABSTRACT 

 

The extent to which foreign investors indicate interest in the development of Malaysia’s marginal oil 

fields is relatively low. Tax incentives have been identified as key predictors of foreign direct investment. 

An evaluation of experts’ perception on relevant tax incentives that encourage investment in marginal oil 

fields in Malaysia was conducted. Three clusters of experts covering government institutions, private oil 

companies, and accounting firms, directly or indirectly related to marginal oil fields, were surveyed. The 

results revealed interesting findings, out of 17 tax incentives examined based on their relevance for 

marginal oil field development in Malaysia, 13 were considered highly relevant, while the remaining four 

were considered moderately relevant. Further analyses revealed that the three experts groups generally 

agreed that eight of the 13 highly relevant tax incentives are very pertinent for marginal oil field 

development in Malaysia, while they disagreed on the remaining five. Of the four moderately relevant tax 

incentives, the three experts groups generally agreed that two were moderately relevant for the 

development of marginal oil fields in Malaysia but they disagreed on the remaining two tax incentives. 

Serving as policy insights, it is recommended that when designing marginal oil fields tax incentives, 

policy preference should be given to the eight tax incentives for which the three expert groups considered 

highly relevant for marginal oil field development in Malaysia, followed by the rest in sequence.   

 

1.  INTRODUCTION 

 

The oil and gas sector is critical to the growth and development of the whole Malaysian economy. It 

contributes about 20% to the gross domestic product (GDP), 76% of domestic energy needs (US-Energy 

Information Administration, 2013), and about 40% of annual budgets (Lee, 2013). The sector has been 

listed among the key economic areas by the Economic Transformation Programme (ETP), which was 

introduced in 2010. Under the ETP, Malaysia has a vision to become the Asian energy hub by 2020 

(Malaysia Petroleum Resources Corporation, 2014). However, evidence from the ETP (2010) and 

Malaysia Petroleum Resources Corporation (2014) show that the country has been experiencing a decline 

in reserves and production as well as a rise in the number of stranded marginal oil fields. Marginal oil 

fields are classified as small oil fields containing an average of 30 million barrels of oil equivalents 



115 

 

(Manaf, Saad, Ishak, & Mas’ud, 2014; Na, Zawawi, Liew, & Razak, 2012). There are about 106 marginal 

oil fields in Malaysia with cumulative reserves of 580 million barrels of oil equivalents. Many of these are 

stranded, and are considered uneconomic by large foreign oil companies (Faizli, 2012; TA Securities, 

2014). As a response, the government changed the fiscal arrangement of these fields and introduced some 

tax incentives considered desirable to foster their development, which led to the amendment of the 

Petroleum Development Act in 2011 (Mas’ud, Manaf, & Saad, 2014). Some of the tax incentives 

introduced include reduced tax rate from 38% to 25%, accelerated capital allowance from 10 to 5 years, 

investment allowance of 60% to 100% of qualifying capital expenditure, exemption of 10% export duty 

for oil and gas produced and exported by the field operators, and transfer of capital expenditure among 

contiguous sole proprietorship or partnership. However, after four years of the new policy and incentives 

being rolled out, few foreign players have shown interest in developing small and marginal oil fields in 

Malaysia (TA Securities, 2014). 

 

Therefore, this study aims to evaluate the perceptions of experts on the relevant tax incentives for the 

development of marginal oil fields in Malaysia. The second part of the paper is a review of the literature 

relating to tax incentives applicable to the oil and gas industry. The third part covers the methodology, and 

the fourth results and discussion. The last part is the conclusion and policy implication.    

 

2.  LITERATURE REVIEW 

 

2.1  Definitions of Tax Incentives 

 

Early scholars of tax incentives such as Surrey (1970) defined a tax incentive as a tax related expenditure 

relinquished by the government to control the activities and behaviour of the benefitting investors. Tax 

incentives have also been defined as subsidies given directly or indirectly by the government to businesses 

but are not part of the accepted tax structure. This includes abatement for property taxes, exemptions, 

firm-specific infrastructures, free real estate, specific job training and low interest loans (Hellerstein & 

Coenen, 1995). It has also been described as incentives given to specific industries with the aim of 

influencing their behaviour (Ricupero, 2000). It covers issues meant for reducing cost and risk as well as 

boosting return from investment, but does not include infrastructure, legal and fiscal regimes, and 

repatriation of profits.  
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To Buss (2001), tax incentives have been considered important measures initiated by the government to 

boost business relocation and set-up, as well as to favour certain businesses over others, protecting 

businesses from competition or preventing them from collapse. They are also considered by Easson and 

Zolt (2003) as exclusions, exemptions and deductions given to industries such as  preferential tax rate and 

tax liability deferral. They are also referred to as benefits given to specific industries or sectors that is not 

extended to others (Klemm, 2010).  A similar definition was that of Zee, Stotsky and Ley (2002) who 

defined tax incentive as the reduction of burden relating to effective tax rate given to specific industries 

compared to others.  

 

There are some features common in the above definitions, i.e. tax incentives are benefits offered to some 

industries, and meant to influence or induce their behaviour or influence them to perform certain activities 

for which the government has an interest. Thus, when the government has an interest in promoting a 

specific industry or sector, or is interested in rescuing or encouraging investment in those industries or 

sector, it offers tax incentives to improve the rate of return, reduce risk and costs. Therefore, some tax 

incentives can be desirable for the development of marginal oil fields in Malaysia. 

 

2.2  Types of Tax Incentives 

 

There are many documented types of tax incentives. In the United Nations Conference on Trade and 

Development (UNCTAD) report, Ricupero (2000) enumerated some types of tax incentives desirable for 

boosting investment, such as allowable deduction for qualifying expenses, employment-based deductions, 

loss carry forwards, investment allowance, investment tax credits, preferential treatments on long terms 

gains, reduced corporate tax rate, reduced withholding tax rate, tax holidays, tax credit for foreign hard 

currency earnings and zero or reduced tariffs, investment allowance, tax credit, accelerated depreciation, 

favourable deduction rules, reinvestment incentives, sales tax exemption, reduced property taxes, reduced 

personal income taxes and export licence free zones. Klemm (2010) outlined eight tax incentives covering 

accelerated depreciation, financial incentives, investment tax credit, investment allowance, special zones, 

tax holiday, and tax exemptions. Separately, five items of tax incentives were outlined by Morisset (2003) 

which are accelerated capital allowance, duty drawback, investment allowances, import duty exemptions 

and tax holiday. The most comprehensive tax incentive items were documented by Buss (2001) who 

recognised that the mostly commonly applicable tax incentive items for the period of 10 years from 1986 

to 1996. These cover accelerated depreciation, corporate income tax exemption, excise tax exemption, 
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equipment and machinery tax exemption, goods in transport tax exemption, manufacturers’ inventories 

tax exemption, job creation tax incentive, industrial investment tax incentive, land and capital 

improvements tax exemption, personal income tax exemption, raw materials for manufacturing tax 

exemption, research and development tax exemption, sales and/or use tax on new equipment exemption, 

specified state products tax credit, and tax stabilisation agreements.  

 

The focus of this study is to evaluate experts’ perception of relevant tax incentives for the development of 

marginal oil fields in Malaysia. In addition to the tax incentive items discussed above, other forms of tax 

incentives related to the oil and gas industry have also been identified. In a report, Butcher (2012) 

discussed some forms of tax incentives related to the oil and gas industry. It covers depletion/low 

production allowance to encourage small field performance, tax reduction for deeper drilling, and tax 

reduction when oil prices fall below the trigger price to improve production. Furthermore, other scholars 

have documented more tax incentives applicable to the oil and gas industry such as bonus for reserve 

addition (Onyeukwu, 2008), sliding scale royalty based on water depth to encourage deep water drilling, 

(Nwete, 2005), flow through shares and loss carry back (Menezes, 2005), and transferable CAPEX within 

same partnership or sole proprietorship (Okobi, 2009). Therefore, in line with the above literature, Manaf, 

Saad, Ishak, and Mas'ud (2015) have tabulated a comprehensive tax incentives index for the oil and gas 

industry. These are contained in Table 1 below.  
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Table 1: Summary of Tax Incentives Related to the Oil and Gas Industry 

Tax Incentives Source of  Items 

Accelerated Capital Allowance  Buss (2001) 

Investment Allowance Buss (2001) 

Depletion Allowance  Butcher (2012) 

Reinvestment Allowance Easson and Zolt (2003) 

Loss Carry Forward Buss (2001) 

Loss Carry Back Menezes (2005) 

Tax Reduction For Deeper Drilling Butcher (2012) 

Tax Reduction During Low Oil Price Butcher (2012) 

General Tax Rate Reduction Okobi,(2009) 

Sliding Scale Royalty Based on Water Depth to Encourage Deepwater Drilling Nwete (2005) 

Bonus For Reserves Addition Onyeukwu,(2008) 

Tax Credit For Investment In Scientific Research Buss (2001) 

Tax Exemption On Equipment And Capital Goods Imported Buss (2001) 

Transferable CAPEX Within Same Partnership Or Sole Proprietorship   Okobi,(2009) 

Flow Through Shares Menezes (2005) 

Tax Holiday And Abatement Buss(2001)  

Tax Stabilisation Agreement Buss (2001) 

Note. Adopted from Manaf, N. A. A., Saad, N., Ishak, Z., & Mas'ud, A. (2015). Validation of Tax 

Incentive Dimensions for Marginal Oil Field Development in Malaysia. Advanced Science Letters, 

Forthcoming.  

 

It is based on these 17 items generated from the literature that the experts’ perceptions on the relevant tax 

incentives for the development of marginal oil fields in Malaysia were evaluated.  
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3.  METHODOLOGY  

 

3.1  Population 

 

The study population consists of 361 oil and gas experts whose job specialisations relate to accounting, 

finance, business development and taxation. This population was obtained from three clusters. The first 

cluster consists of four government institutions, the second cluster consists of eight private oil companies, 

and third and last cluster consists of four accounting firms that audit the annual accounts of marginal oil 

field operators. Overall, the 16 institutions relate to marginal oil fields directly or indirectly. Due to the 

small sample, questionnaires were distributed to all the 361 experts. From these, 120 valid responses were 

collected, which accounted for 33.24% of the whole study population - considered adequate in line with 

Sekaran (2003). 

 

3.2  Demographic Profile 

 

The respondents of the study comprised 64.2% males and 35.8% females. Of these, 35.8% are aged below 

30 years, 37.5% from 30 to 39 years, 19.2% from 40 to 49 years, and the remaining 7.5% aged from 50 to 

59 years. The qualifications of the sample comprised 81.7% with diploma/degree/professional 

qualifications and 18.3% with master degrees. Of the total sample, 26.7% were employed by government 

institutions/national oil company, 57.5% by private oil companies and 15.8% by accounting/consultancy 

firms. 

 

3.3  Instrumentation 

 

Seventeen types of tax incentives identified from literature were used in soliciting the experts’ perception 

on their relevance for the development of marginal oil fields in Malaysia.  These 17 questions were part of 

the questionnaire that consisted of 69 items for a Malaysian Fundamental Research Grant Scheme (FRGS) 

with code number 12930 on marginal oil fields entitled “Is new fiscal framework required to improve 

investment climate of Marginal Oil Fields in Malaysia”. A seven-point Likert measurement was used to 

evaluate the relevance of each type of tax incentive item. It ranges from (1) very irrelevant, (2) irrelevant, 

(3) somewhat irrelevant, (4) neutral, (5) somewhat relevant, (6) relevant to (7) very relevant. 
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3.4  Analytical Procedures 

 

Two types of analyses were performed using SPSS. Descriptive analysis of the responses using mean 

values was performed to evaluate the extent to which the experts consider the relevance of each of the 17 

tax incentives for marginal oil fields development in Malaysia.  Second, one-way ANOVA was also 

performed to compare responses between groups i.e. three clusters comprising government institutions, 

private oil company, and accounting/consultancy firms. The essence of this second analysis is to evaluate 

if differences exist among the three groups of experts on their perception of each of the tax incentives for 

the development of marginal oil fields in Malaysia.  

 

4.  RESULTS AND DISCUSSIONS 

 

4.1  Descriptive Statistics 

 

The evaluation for all the tax incentives items are based on a seven-point Likert scale anchored by 1=very 

irrelevant to 7=very relevant. For easier interpretation the seven-point scale was classified into three 

categories: low, moderate and high. Scores of less than 3 (6/3 + lowest value 1 is considered low), scores 

of 5 and above (highest value 7- 6/3) is considered high, whereas those that fall in between the two 

categories are considered moderate.  
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Table 2: Means and Level of Relevance 

 

Items 

 

Tax Incentives N Mean 

 

Level of Relevance 

TI1 Accelerated Capital Allowance  120 5.35 Highly Relevant 

TI2 Investment Allowance 120 5.35 Highly Relevant 

TI3 Depletion Allowance  120 5.24 Highly Relevant 

TI4 Reinvestment Allowance 120 5.39 Highly Relevant  

TI5 Loss Carry Forward 120 5.03 Highly Relevant 

TI6 Loss Carry Back 120 4.59    Moderately Relevant 

TI7 Tax Reduction For Deeper Drilling 120 5.13 Highly Relevant 

TI8 Tax Reduction During Low Oil Price 120 5.18 Highly Relevant 

TI9 General Tax Rate Reduction 120 5.26 Highly Relevant 

TI10 Sliding Scale Royalty Based on Water Depth 120 5.32 Highly Relevant 

TI11 Bonus For Reserves Addition 120 5.33 Highly Relevant 

TI12 Tax Credit For Investment In Scientific Research 120 5.11 Highly Relevant 

TI13 Tax Exemption on Equipment/Capital Goods  120 5.20 Highly Relevant 

TI14 Transferable CAPEX Within Same Ownership 120 5.07 Highly Relevant 

TI15 Flow Through Shares 120 4.97 Moderately Relevant 

TI16 Tax Holiday And Abatement 120 4.93 Moderately Relevant 

TI17 Tax Stabilisation Agreement 120 4.99 Moderately Relevant 

 Valid N (listwise) 120   

Note. N-Number of valid responses. 

 

4.1.1  Highly Relevant Tax Incentives 

 

Following the criteria explained in 4.1, 13 tax incentives were considered highly relevant by the experts. 

These are: accelerated capital allowance, investment allowance, depletion allowance, reinvestment 

allowance, loss carry forward, tax reduction for deeper drilling, tax reduction during low oil price, general 

tax rate reduction, sliding scale royalty based on water depth for deep water drilling, bonus for reserve 

addition, tax credit for investment in scientific research, tax exemption for equipment and capital goods 

imported, and transferable CAPEX within same partnership.  
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All the 13 tax incentives have mean values of five and above, which implied that the experts surveyed 

perceived that these tax incentives are highly relevant for marginal oil field development in Malaysia. 

 

4.1.2  Moderately Relevant Tax Incentives 

 

The experts considered four tax incentives as moderately relevant for the development of marginal oil 

fields in Malaysia. These are: loss carry back, flow through shares, tax holiday and abatement, and tax 

stabilisation agreement. 

 

These four tax incentives have mean values of greater than 3 but less than 5, implying that the experts 

surveyed in this study considered these tax incentives as moderately relevant for marginal oil field 

development in Malaysia.   

 

4.2  One-Way ANOVA 

 

To further evaluate the experts’ perception on the relevant tax incentives for marginal oil field 

development in Malaysia one-way ANOVA was performed to examine whether there is a variance on the 

degree of agreement among the three clusters of experts on the relevance of each tax incentive. One-way 

ANOVA is performed based on the null hypothesis that the mean values of all the groups are equal. Thus, 

in this case it is hypothesised that the mean values of the three experts groups are equal. Therefore, the 

null hypothesis would be supported if p ≥ 0.05.   
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Table 3: One-Way ANOVA for the Three Clusters of Respondents - Highly Relevant Tax Incentives 

Code Tax Incentives  Mean  

Variance 

Mean 

Square 
F Sig. 

TI1 Accelerated Capital Allowance  Between Groups 1.764 1.915 .152 

  Within Groups .921   

TI2 Investment Allowance  Between Groups 1.593 1.293 .278 

  Within Groups 1.232   

TI3 Depletion Allowance  Between Groups .992 .841 .434 

  Within Groups 1.180   

TI4 Reinvestment Allowance  Between Groups 1.483 1.023 .363 

  Within Groups 1.450   

TI5 Loss Carry Forward  Between Groups .240 .107 .899 

  Within Groups 2.251   

TI7 Tax Reduction For Deeper Drilling  Between Groups 11.110 5.351 .006* 

  Within Groups 2.076   

TI8 Tax Reduction During Low Oil Price  Between Groups 14.064 8.073 .001* 

  Within Groups 1.742   

TI9 General Tax Rate Reduction  Between Groups 5.228 3.426 .036* 

  Within Groups 1.526   

TI10 Sliding Scale Royalty Based on Water Depth   Between Groups 4.008 2.727 .070 

  Within Groups 1.470   

TI11 Bonus For Reserves Addition  Between Groups 2.892 2.103 .127 

  Within Groups 1.375   

TI12 Tax Credit for Investment In Scientific Research  Between Groups 2.393 1.422 .245 

  Within Groups 1.682   

TI13 Tax Exemption on Equipment/Capital Goods    Between Groups 9.825 5.434 .006* 

  Within Groups 1.808   

TI14 Transferable CAPEX Within Same Ownership   Between Groups 9.628 5.259 .007* 

  Within Groups 1.831   

Note. *p< 0.05 (variance in mean values exist among three clusters of experts) 
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Table 4: One-Way ANOVA for the Three Clusters of Respondents - Moderately Relevant Tax 

Incentives 

Code  Tax Incentives                                               Mean Variance                                                                          Mean Square F Sig. 

TI6 Loss Carry Back Between Groups .219 .082 .921 

 Within Groups 2.671   

TI15 Flow Through Shares Between Groups 8.038 4.755 .010* 

 Within Groups 1.691   

TI16 Tax Holiday And Abatement Between Groups 9.279 4.827 .010* 

 Within Groups 1.922   

TI17 Tax Stabilisation Agreement Between Groups .358 .170 .844 

 Within Groups 2.105   

Note. *p< 0.05 (variance in mean values exist among three clusters of experts) 

 

4.2.1  One-Way ANOVA for the Three Clusters of Respondents - Highly Relevant Tax Incentives 

 

Out of the 13 highly relevant tax incentives for the development of marginal oil fields it can be seen from 

Table 3 that eight have equality of mean among the three groups of respondents: accelerated capital 

allowance, investment allowance, depletion allowance, reinvestment allowance, loss carry forward, 

sliding scale royalty based on water depth for deep water drilling, bonus for reserve addition, and tax 

credit for investment in scientific research. This means that experts in government institutions, private oil 

companies and accounting firms generally agreed that these tax incentives are very relevant for the 

development of marginal oil fields in Malaysia. 

 

It can also be seen from Table 3 that there is no equality of mean values among the experts on five of the 

13 tax incentives for which they agreed that these incentives highly relevant for the development of 

marginal oil fields. These tax incentives are: tax reduction for deeper drilling, tax reduction during low oil 

price, general tax rate reduction, tax exemption for equipment and capital goods imported, and 

transferable CAPEX within same partnership. Thus, it is indicated that there is disagreement among 

experts in government institutions, private oil companies and accounting firms that these tax incentives 

are highly relevant for marginal oil field development in Malaysia. 
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4.2.2  One-Way ANOVA for the Three Clusters of Respondents - Moderately Relevant Tax 

Incentives 

 

Out of the four moderately relevant tax incentives for marginal oil fields development, it can be seen from 

Table 4 that two have equality of mean among the three groups of experts, these are: loss carry back, and 

tax stabilisation agreement. Hence, it implied that the experts generally agreed that these tax incentives 

are moderately relevant for marginal oil field development in Malaysia. 

 

It can also be seen from Table 4 that the remaining two of the four tax incentives for which experts agreed 

that they are moderately relevant for marginal oil field development, there is variance in mean values 

among the three groups of experts. These are: flow through shares, and tax holiday and abatement. This 

implied that there is disagreement among experts in government institutions, private oil companies and 

accounting firms that these tax incentives are moderately relevant for the development of marginal oil 

fields in Malaysia. 

 

4.3 Summary of Findings 

 

Table 5 below summarises the findings made from the two analyses performed in Table 2, 3 and 4 above. 

 

Table 5: Summary of Findings 

HIGHLY RELEVANT TAX INCENTIVES 

Agreed by the Three Groups of Experts Disagreed by the Three Groups of Experts 

 accelerated capital allowance 

 investment allowance 

 depletion allowance 

 reinvestment allowance 

 loss carry forward 

 sliding scale royalty based on water depth for 

deeper drilling 

 bonus for reserve addition, and 

 tax credit for investment in scientific 

research 

 tax reduction for deeper drilling 

 tax reduction during low oil price  

 general tax rate reduction 

 tax exemption for equipment/capital goods 

imported, and  

 transferable CAPEX within same 

partnership 

MODERATELY RELEVANT TAX INCENTIVES 

Agreed by the Three Groups of Experts Disagreed by the Three Groups of Experts 

 loss carry back, and  

 tax stabilisation agreement 

 flow through shares, and 

 tax holiday and abatement 
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5.  CONCLUSION AND POLICY IMPLICATION 

 

The experts’ perceptions on the relevant tax incentives for the development of marginal oil fields were 

evaluated – revealing interesting findings. Out of the 17 tax incentives examined, 13 were considered 

highly relevant, while the remaining four were considered moderately relevant for the development of 

marginal oil fields in Malaysia. Further analyses revealed that there is a general agreement among the 

three groups of experts that eight of the 13 highly relevant tax incentives are very relevant for marginal oil 

field development in Malaysia, while they disagreed on the high relevance of the remaining five. 

Moreover, of the four moderately relevant tax incentives, there was general agreement among the experts 

that two of the four tax incentives are moderately relevant for the development of marginal oil fields in 

Malaysia but they disagreed on the remaining two tax incentives. 

 

The results could have important policy insights to authorities when considering relevant tax incentives 

for the development of marginal oil fields in Malaysia. When designing marginal oil field tax incentive 

policies, preference should be given to the eight tax incentives for which all the three groups of experts 

have general agreement that they are highly relevant for the development of marginal oil fields in 

Malaysia, followed by the five tax incentives considered highly relevant but do not have total consensus 

from the experts. This is to be followed by the two tax incentives for which experts have general 

agreement on its moderate relevance for the development of marginal oil fields in Malaysia, and lastly, to 

the remaining two tax incentives for which there is disagreement among the experts on its moderate 

relevance.  
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INFORMATION SECURITY: PLUGGING THE LEAKS 

 

ABSTRACT 

 

Information security (IS) ensures business continuity, minimise risks and maximise returns on 

investments. A culture which encourages good IS practices is thus very important. Prior research has 

studied how employees can be influenced to practice better IS practices, however, the findings are mixed. 

This study was conducted with the aim to identify (i) the typology of employees based on their IS 

behaviours; (ii) behaviours that are critical to organisations’ IS; and (iii) the factors underlying 

employees’ behaviours in relation to IS. We examined the Malaysian scenario by conducting a focus 

group discussion of experts, followed by a survey of employees in the communication and multimedia 

industry, one of the Critical National Information Infrastructure providers.  The focus group discussion 

identified the attitude and level of knowledge that appears prevalent among Malaysian employees.  

Although Malaysians are fairly familiar with high tech cyber-attacks, the level of awareness of how IS can 

be compromised via low tech approach such as social engineering is poor.  This may be caused by the 

general attitude that information asset is not a critical asset unlike physical or financial assets. 

Incorporating the discussion into the survey, we examined the level of knowledge and IS practices among 

communication and multimedia industry with the assistance of Malaysian Communication and 

Multimedia Commission. The results revealed that the level of information system knowledge among the 

respondents were moderately high, however, the level of knowledge does not appear to have any 

influence on their compliance to good IS practices.  In fact, the extremes were observed where the higher 

the knowledge, the respondent were likelier to either comply most assiduously, or most poorly.  The 

happy middle are those that possess the lowest level of knowledge. We also found that the practices that 

appear to be least complied with were those related to data protection, password security and management 

of mobile devices.  This paper ends by recommending practical steps for organisations to improve their 

IS. The study was funded by Fundamental Research Grant Scheme under the aegis of Ministry of Higher 

Education.   
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1. INTRODUCTION 

 

There has been a six fold increase from 2005 to 2011 of Cybercrimes in Malaysia (Bernama, May 2012).  

Losses amounting to 2.75 billion from 2005-2012 with 3.3 million form the first three quarters of 2012 

alone. Not only profitable entities are under threat, government agencies too were being threatened (The 

Star, 15 June 2011). Although there are numerous legislations such as Personal Data Protection Act 2010 

in place, the problem of information security (IS) breaches is growing.  The increase in these security 

breaches are caused not only by technical glitches but also by lack of awareness and poor IS practices. 

 

Many organisations spend enormous amounts to ensure that their information technology systems have 

the necessary controls and protection.  However, the controls and protection implemented is only as good 

as the employees. The biggest IS threat to organisations is the people within the organisations itself. In 

these days of high dependence on data for the smooth running of operations, as well as for strategic 

advantage, no organisation can take IS lightly.  Unfortunately, as much as the employees desire to do their 

best to protect the organisation information assets is not matched to the understanding and capabilities to 

do so. This article looks at the issues and challenges facing organisations in handling the IS threats and 

proposes some practical steps organisations can take to protect themselves.  

 

IS policies and systems are vital for every organisation in order to protect its information assets and 

reinforce its position against any perpetrators. The implementation of IS standards, such as Common 

Criteria ISO/IEC 15408, and the Information Security Management System (ISMS) ISO/IEC 27001, help 

organisations to ensure that their information system meets security standards in both the development 

and implementation stages.  These standards are expensive and time consuming to meet, but they’re 

beneficial for identifying risk areas and as a precaution to manage IS risks.  However, these policies, 

systems and standards, if not complied with, will become a white elephant.  One of the ways to ensure 

compliance is via a workplace culture which encourages behaviours that protect information and creates 

employees’ mindfulness of unacceptable behaviours pertaining to IS. Motivated by the importance of 

addressing employees’ IS behaviours, we conducted a study with the aim to identify (i) the typology of 

employees based on their IS behaviours; (ii) behaviours that are critical to organisations’ IS; and (iii) the 

factors underlying employees’ behaviours in relation to IS. 
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2. VIEWS FROM THE EXPERTS 

 

There has been a mixed bag of results in prior research.  Some studies found that certainty of detection, 

the individual’s attitudes, personal norms and self-efficacy have a significant relationship with compliance 

intention (Ifinedo, 2012; Burgulcu et al., 2010; Herath & Rao, 2009), others did not (Cheng et al., 2013; 

Pahnila et al, 2007). A greater understanding has been found with regards of use of sanctions whereby 

Johnston et al. (2015) found that informal sanctions worked better than formal sanctions and Cheng et al. 

(2013) found that employees’ attachment to organisation was a significant influence while attachment to 

superiors are not. Nonetheless, the panel of experts who participated in the focus group discussion 

collectively believed that the key to IS lies in the employees themselves. Two issues related to employees’ 

awareness that need to be addressed are (i) threats of social engineering; and (2) importance of 

information as an organisation’s critical asset. 

 

2.1 Threats of Social Engineering 

 

In Malaysia, Dzazali et al. (2009) found that the most frequent IS breach is from spamming and malicious 

codes from both internal and external sources.  However what is of a bigger concern, almost half of all 

breaches were of unknown origin.  This implied that organisation in Malaysia are still lacking in terms of 

identifying all possible IS threats. 

 

One of the damaging preconceptions is when IS is viewed as a technology issue and not a management 

issue. Such preconception leads to many security breaches being inappropriately addressed, with more 

focus on the implementation of high-end technological security controls while the behavioural factor was 

neglected. En. Sazali Sukardi, the Vice President of Research, Cybersecurity highlighted the significance 

of the threats from the behavioural factor when he said “… awareness of information security is still 

lacking.  Most individuals are still unaware of the importance of data protection.  There’s not necessarily 

any technical sophistication in cybercrime. The criminals take time to understand and target their 

victims.”  
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IS breaches can occur without technical intrusion whereby hackers use human interaction and tricks 

people into breaking security procedures or revealing confidential information, which is also known as 

social engineering. It is not uncommon that passwords were obtained via unsolicited emails or telephone 

calls or confidential information gathered through social acquaintances. Hence, organisations should not 

limit IS control mechanisms to technological threats but also address the threat of social engineering.  

 

2.2 Information is a Critical Asset 

 

Pn. Rafeah Omar, from TM, noted “… many (employees) don’t know or understand the kind of 

information that is very useful to outsiders.”  Pn. Rafeah also pointed out that one of the main reasons 

employees do not take IS seriously is because “…they don’t see it as a critical asset.  When you don’t 

think something is of any value, then of course you won’t protect it… Even an organisation chart or staff 

directory can be valuable for those who know how to use it because it gives information about access.” 

 

Therefore, it is imperative that organisations classify their information accordingly. Staff directory, 

protocols, standard operating procedures, network diagrams, and employees’ background are among 

critical information that needs to be protected. It should not be assumed that employees know what is 

confidential and what is not because confidentiality is dependent upon organisations and the environment 

within which the organisations operate. Even though a type of information has been identified as an asset, 

employers may still not know how to protect it.  Hence, it is important that upon identification of critical 

information, employees are guided on how to protect the information and the threats that could 

compromise the information. Pn Rafeah added, “… that is when you have to enforce a system where they 

cannot send confidential information without protection.”  

 

Both En. Sazali and Pn. Rafeah agreed that employees are more influenced by their own convenience 

when it comes to complying with IS protocols. It is also difficult to convince employees when they cannot 

see the results or effects of IS protocols. This impacts their desire to comply or implement IS protocols 

and policies because compliance can be very costly in terms of difficulty, time, energy and other 

resources. Employees’ attitude towards IS will affect the inculcation of an effective IS culture in the 

workplace. Thus, the importance of impressing upon the staff the impact of IS breaches. 
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3. STATISTICAL EVIDENCES 

 

In order to examine the current state of IS behaviour among employees in Malaysia, we have conducted a 

survey involving employees in the telecommunication and multimedia industry. A total of 1,099 

responses were obtained from the survey – which provide a fair view of the IS practices.  

 

Typology of employees 

 

With the data, we first classified the respondents into four separate groups. The first group, labelled as 

The Discerning, are rational respondents who will comply to IS best practices and have the relevant 

knowledge. The second group, labelled as The Rebel, are those who have the knowledge but violate the 

rules of behaviour. The third group, The Obedient, respondents who comply with IS best practices 

without adequate knowledge about IS. The Oblivious form the last group, comprising of respondents who 

compromise IS because they do not have security knowledge. The majority had high knowledge of IS.  

 

Figure 1: Typology of employees 

 

 

 

 

 

 

 

 

 

 

 

The largest group is the Discerning, which make up 42% of the employees surveyed. This is followed by 

the Rebel (34%). The Obedient and the Oblivious make up 12% each. Although the majority are the 

Discerning, the rather high percentage of the Rebel group should be a concern. These statistics implied 

that knowledge does not guarantee conformance. It is possible that those in the Rebel group tend to take 

things for granted and assumed that they would be able to overcome any setback due to IS breach since 

they are knowledgeable in the area or perhaps, the employees feels that IS is the domain of the 

information technology department and not theirs.  
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There doesn’t appear to be a clear profile for each of the typology. Women appear to conform more than 

men. Those who are more mature also appear to be more conforming compared to the youngest group. 

Education and job position doesn’t appear to have any influence on conformance levels. It could therefore 

be concluded that we could not differentiate the employees as either the Discerning, the Rebel, the 

Obedient, or the Oblivious based on their demographic characteristics. 

 

Table 1: Demographic data 

Characteristics 

The 

Discerning 

(%) 

The 

Rebel 

(%) 

The 

Obedient 

(%) 

The 

Oblivious 

(%) 

Gender     

Female 52.3 43.7 71.8 53.3 

Male 47.7 56.3 28.2 46.7 

Age     

30 years and below 22.7 29.0 16.8 29.8 

31 – 41 years 39.5 40.7 32.8 31.4 

41 – 50 years 24.3 20.6 27.2 16.5 

51 and above 13.4 9.7 23.2 22.3 

Education     

Certificate 8.4 7.3 32.3 30.8 

Diploma 23.5 23.0 28.2 34.2 

Bachelor 55.9 56.2 37.1 31.7 

Postgraduate 12.2 13.5 2.4 3.3 

Job Position     

Manager 28.3 28.1 10.5 8.3 

Executive 39.5 38.4 25.8 23.3 

Non-executive 32.2 33.4 63.7 68.3 
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4. CRITICAL IS BEHAVIOURS  

 

We have analysed the frequencies of the IS behaviour tested and we found eight behaviours that are of 

concern, indicating the need for organisations to manage these behaviours. These behaviours were 

categorised into Data Protection, Password Security and Management of Mobile Devices.  

 

4.1 Data Protection 

 

The most notable weakness in terms of data protection surveyed is in terms of the protection of documents 

sent via email. Only 24% of users surveyed frequently implemented some form of protection. Data 

backup also seemed to be less practiced by the surveyed users, with only 40% of them frequently backup 

their data. Despite the risks of assessing work emails via public network, 47% of users still do on 

moderate to frequent basis. 
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4.2 Password Security 

 

Passwords provide control over access to data and information. The use of password is usually the main 

access control method implemented by organisations. It was found that only 31% of users frequently use 

different passwords for different access and only 46% change their passwords frequently. 

 

 

 

 

4.3 Management of Mobile Devices 

 

The use of personal mobile devices for work-related purposes has become a need in recent times – 

creating the need to properly manage these devices. The survey shows 52% of users store confidential 

information in personal mobile devices. Although 59% of users implemented access control for their 

devices, only 25% of users frequently change the passwords to their devices. 
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4.4 Influencers of IS behaviours  

 

In order to determine the factors influencing IS behaviours, we regressed a number of selected variables 

(namely training, monitoring, security practices, norms, perceived vulnerabilities and IS awareness) 

against IS behaviours. Our study reveals that compliance were more influenced by cultural factors; i.e. 

norms, perceived vulnerabilities and awareness; rather than organisational factors such as training, 

monitoring and practices.  This suggests that management could increase compliance by developing 

awareness programmes and socialising the employees to a more information sensitive culture.   

 



140 

 

5. THE OUTCOMES 

 

Organisational losses due to cybercrimes not only can be attributed to fraud or extortion but also customer 

compensation, damaged system replacements and lawsuits. Loss of customers and reputation could also 

occur. Although numerous legislations, such as Personal Data Protection Act 2010, are in place, the 

problem of IS breaches is growing. According to the panel of experts, the increase in these breaches is 

caused not only by technical glitches but also by lack of awareness and poor IS practices. Research has 

shown that people are more inclined to comply: 

• If they can visualise the positive outcomes of compliance 

• When top management is seen to be serious about IS 

• When the negative outcomes of compliance are clearly understood 

 

5.1 How Do We Increase Conformance to Good Information Security Behaviours? 

There are a number of ways which has been suggested as effective in increasing compliance to good 

IS practices. These include: 

 

(i) Sanctions - Although research have shown sanctions can increase levels of compliance, it may 

also increase resentment and subsequently, deliberate sabotage in certain individuals. 

Effective sanction messages include elements describing the seriousness and likelihood of 

threat, specific actions to prevent or defend against the threats and consequences upon failure 

to comply. Informal sanctions such as social pressure has been found to be more effective 

particularly among the OBLIVIOUS. 

 

(ii) Education - effectiveness of training is grounded on two key outcomes: increased awareness 

and improved self-efficacy. People need to understand why they need to comply, and more 

importantly feel capable of complying. Education is more effective within an informal social 

learning environment - storytelling and engaging employees in designing and implementing 

security practices can create a IS mature culture particularly among the REBELS. 

 

(iii) Systems - policies and procedures to identify potential IS threats and installing devices to 

detect and prevent compliance failures are important prerequisites in ensuring that sanctions 

are effective and practices can be implemented efficiently. 
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5.2 Practical Steps to Enhancing Information Security  

 

The objective of an IS system is to protect organisation assets and reputations, ensure digital continuity, 

make informed decisions, avoid or reduce risks and costs, and deliver better performance. The following 

measures could be implemented towards improving IS systems. 

 

Step 1: Identify information assets in the organisation 

 

The National Archives in the United Kingdom published a document called ‘Identifying Information 

Assets and Business Requirements’ defined information assets as “a body of information, defined and 

managed as a single unit so it can be understood, shared, protected and exploited effectively. Information 

assets have recognisable and manageable value, risk, content and lifecycles.” They also identified several 

reasons why an organisation initiates a review of its information assets i) managing digital continuity ii) 

change management iii) risk management and improving governance iv) managing retention and disposal 

(of information assets) v) exploiting and sharing information and vi) streamlining technology.   

 

The document also recommended methods for identifying an information asset.  The method requires an 

audit of various sources such as technical registers, databases, software lists and system configurations.  

The auditor will have to ascertain the level of granularity, i.e. the minimum level the information can be 

managed as a single unit.  This can be done by grouping information into broad categories before 

breaking it down to smaller pieces.  Examples of information assets are contact lists, project 

documentation, financial data, organisation charts and process flowcharts. 

 

This exercise becomes problematic when the organisation cannot decide what information are assets and 

what are simply ‘noise’.  The acid test will be how could a particular piece of information be exploited; is 

necessary for your operation? Could any contamination, damage or loss compromise your operations?  If 

yes, then, it is an asset. 
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Step 2: Identify who has access to that information and its source 

 

Identifying the chain of data flows from entry, collection, editing, access and maintenance provides an 

audit trail for review and monitoring (National Archives, 2011).  This step is critical to maintaining digital 

continuity.  If access to the date is compromised, whether in terms of loss or accuracy, then digital 

continuity is lost.  Imagine if the details required to do billing is compromised, it would impact revenue 

and cash flows.  

 

Tracking access also means considering the requirements needed to access and protect the information.  

Requirements could include authorisation, documentation, levels of privacy, search and editing 

capabilities, duplication, and maintenance. Simple questions to discover this would be; Where is the 

information located? How is it obtained or developed?  Who uses the information and for what purposes? 

 

Step 3: Implement policies and procedures that can protect the assets 

 

There are three points at which information can be compromised; upon input, processing and output.  

Ensure that these access points are secured by both digital as well as physical means. Large companies 

rely on IS standards that are often expensive and cumbersome to implement.  Smaller companies could 

well deploy simple internal control procedures to ensure that weak points are identified and managed.  

The internal control principles of establishment of responsibility, segregation of duties, documentation, 

physical and mechanical controls, independent internal verification and various other controls can go a 

long way towards securing and optimizing information assets.  

 

Both finance and information technology department must work together to ensure that the business 

requirements are clearly understood and prioritized.  Management must also realise IS best practices may 

conflict with other standard internal control procedures like asset tagging and disclosure of organisation 

charts. En Azmi Md Nor of Cybersecurity cautioned that many organisations depend too much on 

vendors, creating loopholes within the IS systems such as failure to update antivirus due to software 

expiration.   
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Step 4: Create an IS culture 

 

IS culture can start with awareness campaigns, followed by training. Behavioural adjustments may take 

some time but with relentless efforts, it is not impossible. Assoc Prof Dr. Lau Siong Hoe, Multimedia 

University, emphasises the need for not only awareness but also training and enforcement in ensuring the 

success of inculcating IS culture. 

 

6. CONCLUSION  

 

At the end of the day, organisations need the support of its employees to ensure that its information is 

secure.  Costly investments in risk assessment and management systems would go to waste without the 

proper IS culture to ensure its effectiveness.   Organisations can customise solutions based on there IS risk 

profiles.  The solutions need not be costly, a cursory audit could reveal weak points that management 

should be aware. Engaging staff in developing IS strategies could be fruitful without needing to overly 

invest in expensive high technology solutions.  
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JOB STRESS AND AGGRESSIVENESS IN JUDGMENT: SURVEY EVIDENCE FROM 

MALAYSIAN TAX AUDITORS  

 

ABSTRACT 

 

A. Motivation for the Study and Research Objectives 

 

A review of previous studies and minutes of meetings between tax professionals and the Inland Revenue 

Board of Malaysia (IRBM) provides evidence that tax auditors have been aggressive in finalising tax 

cases (IRBM, 2006, 2009). However, to date, little research has been conducted to examine how tax 

auditors made their judgment and decisions in imposing tax audit adjustments. In particular, little is 

known about Malaysian tax auditors’ experience in conducting audits of small and medium corporations 

(SMCs). We know little about the level of job stress faced by tax auditors and how aggressive they have 

been in imposing tax audit adjustments when auditing SMCs. The lack of empirical studies has motivated 

this study to (i) find out tax auditors’ experience and challenges when conducting tax audit of SMCs, (ii) 

examine job stress level faced by tax auditors, and (iii) assess tax auditors’ aggressiveness in judgment 

when auditing SMCs.  

 

B. Research Methodology 

 

The target subjects of this study were tax auditors who worked in the 35 IRBM’s branches throughout 

Malaysia and who had conducted corporate tax audit in 2012 and/or 2013. In view of the fact that tax 

research is considered personal and confidential and to preserve the anonymity of respondents, a 

questionnaire was designed to collect data. The questionnaire was mailed to 357 tax auditors nationwide 

from the middle of September to the middle of November 2013. Of the 357 mailed questionnaires, 318 

usable questionnaires were received and analysed.  
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C. Main Findings and Conclusion 

 

About 52.8% of the survey respondents were females and the majority of them (78%) were aged between 

31-40 years old. The survey found that over claimed expenses was the most common issue found during 

tax audits. About 40% of respondents indicated that they had resolved 11 to 20 corporate tax audit cases 

in 2012. The majority (56.9%) of the respondents reported that they took about three to six months to 

resolve tax audit cases. The survey found that tax auditors faced high task complexity, incompleteness of 

documentation, larger amount of tax audit adjustment, long duration of tax non-compliance and influence 

of tax agents in tax non-compliance. The findings indicated that tax auditors were not facing high job 

stress although the nature of the audit environment was complex, in addition to the audit timeframe and 

the high pressure to achieve the key performance index. The findings indicated that tax auditors rated 

themselves as slightly aggressive when making judgment with a mean score of 4.74 on a 7-point Likert-

scale.  Overall, this study has merits because it carried out a survey on tax auditors who are one of the key 

players in tax audit. It is suggested that the IRBM promote a healthy working environment to balance 

work and life in managing job stress. Failure to manage job stress would indirectly lead to poor quality 

work in tax audit. It is also suggested that tax authorities should consider simplifying the tax laws to allow 

for smoother tax audit and to promote voluntary tax compliance of SMCs. 

 

1. INTRODUCTION 

 

In Malaysia, the full implementation of the self-assessment system for all types of taxpayers commencing 

the year of assessment (YA) 2004 has made tax audit a routine job for tax auditors. Tax auditors need to 

ensure that all taxpayers’ liabilities have been reported in accordance with the Income Tax Act (ITA) 

1967 and all relevant public rulings. In completing tax audit, tax auditors need to face various challenges 

such as different tax issues, task complexity, ambiguity of tax laws and audit timeframe. They also need 

to cope with poor commitment from taxpayers, poor record-keeping, inadequate resources, limited 

manpower and higher target for tax collection. For instance, the Inland Revenue Board of Malaysia 

(IRBM) collected RM129 billion taxes in 2013, RM125 billion in 2012 and RM110 billion in 2011 (“IRB 

on track,” 2014). So it is reasonable to assume that a higher target for tax collection would increase the 

workload of tax auditors, which in turn, could influence their judgment and decision-making. These work 

challenges would cause job stress to tax auditors and might influence their judgment in tax audit. As a 

result of job stress, tax auditors may act aggressively when making judgments by proposing tax audit 
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adjustments in order to close the case quickly. As a result, inaccurate amounts of tax audit adjustments 

could be imposed not only on non-compliant taxpayers, but also to the compliant taxpayers. 

 

To date, research on tax auditors has received little attention. With the exception of studies done in the US 

and New Zealand by Roberts (1995) and Hite and Sawyer (2000) respectively, very few studies have 

focused on tax auditors’ judgment and decision-making. A similar phenomenon was observed in 

Malaysia. The evidence from auditing literature shows that the most current research in Malaysia tends to 

focus on auditors in statutory audit either on audit judgment performance (Mohd-Sanusi & Mohd-

Iskandar, 2007) or dysfunctional auditor behaviour (Paino, Smith, & Ismail, 2012; Zakaria, Yahya, & 

Salleh, 2013).There is limited research on inaccurate judgment by tax auditors, except for Izlawanie 

(2013) who attempted to investigate Malaysian tax auditors’ dispute resolution behaviour in audit 

settlement. Furthermore, the IRBM had also not published any cases involving the inaccurate judgment by 

tax auditors, whilst, Hite and Sawyer (1998) were of the opinion that in New Zealand such information is 

considered as privileged.  

 

A review of past studies and minutes of meetings between tax professionals and the IRBM somewhat 

indicates that tax auditors were aggressive in finalising tax cases (IRBM, 2006, 2009). On the other hand, 

the annual tax survey conducted by Ernst and Young (2006) revealed that 45% of the Chief Executive 

Officers surveyed were of the opinion that tax auditors were aggressive when conducting tax audits. 

Notably, tax professionals also questioned the tax auditors’ professionalism during their dialogue with the 

IRBM (IRBM, 2006). Tax professionals claimed that some of the IRBM tax auditors made tax audit 

adjustments without being able to provide justification or rationale for such adjustments. In addition, there 

was a case whereby a taxpayer had been requested to sign a form and he admitted that he did not keep 

records although there were no audit findings (IRBM, 2009). Furthermore, a survey by Choong and Lai 

(2009) lend support to the fact that tax auditors were not professional in conducting tax audits. A recent 

study by Izlawanie (2013) revealed that inexperienced tax auditors were more aggressive and taxpayers 

found it hard to tolerate them.  

 



150 

 

Tax auditors are the ones who carry out the tax audit policy, interact with the different behaviours of 

taxpayers and determine the audit outcome (Long & Swingen, 1991; Bahl & Bird, 2008). The 

aggressiveness of tax auditors’ judgment when conducting a tax audit could be seen in the case of John 

Marsden vs. Canada Revenue Agency in July 2001 (“A Nightmare when the Taxman Got it Wrong”, 

2010). The Canadian tax auditor had aggressively judged that Marsden was involved in tax non-

compliance because of one memo. This memo was taken as evidence for tax non-compliance. Without 

further investigation, a team of Canadian tax auditors took action by quickly seizing all of Marsden’s 

documents and computers which resulted in him being charged guilty of tax evasion based on one 

inaccurate judgment. The inaccurate judgment caused Marsden to suffer a huge loss and wasted his time 

because he did not engage in tax non-compliance. The aggressiveness of tax auditors in imposing tax 

audit adjustments not only caused inconvenience to the taxpayer, but also troubled the tax auditors 

themselves and had at the same time created bad impressions about tax authorities. However, at the time 

of study, little was known about Malaysian tax auditors’ experience when conducting tax audit of small-

and-medium-sized corporations (SMCs) and the job stress level faced by tax auditors. How aggressive are 

tax auditors in imposing tax audit adjustments when auditing SMCs? This study is conducted to bridge the 

knowledge gap. 

 

2. RESEARCH OBJECTIVES 

 

This study aims to: 

 

(i) Find out tax auditors’ experience and challenges when conducting tax audit of SMCs; 

(ii) Examine job stress level faced by tax auditors; and 

(iii) Assess tax auditors’ aggressiveness in making judgments when auditing SMCs.  
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3. TAX AUDIT OF SMCS: PRACTICAL CHALLENGES AS TAX AUDITOR 

 

A review of the literature uncovered some practical challenges faced by tax auditors. Firstly, in principle, 

the IRBM has set a target to audit 2% of corporate tax returns. Over the years, the audit rate has increased 

progressively. This can be seen in Table 1, which shows that in 2014, the IRBM conducted 2% field audit 

out of the total taxpayers’ returns, as compared to 0.3% in 2010. From another perspective, an increase in 

the percentage of audit rate is in line with the increase in the workload or number of cases that need to be 

resolved by tax auditors annually. For instance, in 2010, each tax auditor was required to resolve 11 

corporate tax cases annually. However, in 2013, the key performance index or target was raised to 18 

corporate tax cases annually (personal communication, March 26, 2013). It is reasonable to assume that 

the heavier workload somehow creates more burden and pressure on tax auditors to meet their audit 

target. 

 

Table 1: Rates for Field Audit 

Year Audit Rate 

2010 0.3% 

2011 0.6% 

2012 1.2% 

2013 1.8% 

2014 2.0% 

Note: IRBM (Personal Communication, April 4, 2013) 

 

Secondly, it is about job stress. The external auditing profession such as tax audit is considered to be a 

high-stress occupation - audit work is often characterised by heavy workloads with deadlines to meet. 

Hence, auditors are often under pressure to produce quality work (Larson, 2004). As quoted from one of 

the respondents of Izlawanie (2013): 

 

“Audit work is a real pressure. I think about it until I am at home. The pressure is because 

audit works involve other people’s income. [I am] afraid of overcharging [tax]. It is 

oppression to taxpayers (p.115)”. 
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Rebele and Michaels (1990) suggested that the external auditing profession is exposed to both elements of 

role stress as a consequence “…of (i) its boundary-spanning nature, (ii) the potential for conflicting 

expectations from clients and firms, and (iii) the complexity of modern-day audits and the derivative 

consequences of poor role performance (p.127)”. Being a boundary-spanner requires a tax auditor to have 

extensive interactions with many people, inside and outside the organisation, as well as with diverse needs 

and expectations (Goolsby, 1992). Furthermore, Sears (1992) argued that audit work that involves 

extensive business travels and frequent changes of work locations could increase the job stress level of 

auditors. Chau (1998) asserted that continuous dealing with taxpayers in stressful situations might lead to 

mental and physical distress for auditors. As a result, such tasks would potentially create job stress.  

 

Time pressure is one of the dimensions of job stress (Parker &DeCotiis, 1983). In a tax audit, the pressure 

or stress could come about when the timeframe given to settle a tax audit is only four months from the 

commencement of the audit (IRBM, 2015). Tax auditors need to meet their timeframe in order to fulfil the 

legal requirements as well as to achieve their key performance index in consideration of the fact that they 

might have several audit cases to work out during the same period. In addition, it is also crucial for tax 

auditors to follow and perform the task according to the tax audit procedure outlined in the tax audit 

framework. This requirement provides additional stress and pressure to tax auditors. In the US, for 

instance, in order to reduce the amount of time spent by the Internal Revenue Services (IRS) in 

identifying potential taxpayer issues, the IRS has introduced corporate return requirements to be phased 

out over a five year period beginning in 2010 (Honaker, 2013). According to Honaker (2013), the new 

form requires considerably more details on uncertain positions taken by taxpayers. In addition, the new 

form is also designed to provide the IRS with more information on a firm’s interpretive tax positions. 

 

Thirdly, tax auditors need to liaise with tax agents who represent taxpayers in a tax audit. The IRBM 

(2010) noted that some tax agents are not competent and lack adequate tax knowledge; some have no idea 

of what their responsibilities entail while some have difficulty in understanding the technical issues. 

Worse is when some do not even understand the concept of scheduler tax deductions and the tax audit 

framework (IRBM, 2010). In practice, many companies hire retired IRBM officers to act for them and as 

such tax auditors are also challenged by tax agents (who previously worked with the IRBM) who have 

more experience in tax audit and tax planning. Consequently, it is not easy for IRBM tax officers to solve 

the audit dispute and audit settlement. 
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4. RESEARCH METHODOLOGY 

 

The target subjects of this study were tax auditors who work in the 35 IRBM branches throughout 

Malaysia and who have conducted corporate tax audit in 2012 and/or 2013. Considering the privacy and 

confidential nature of tax audit, a survey is an appropriate way to study the tax matters. Sekaran and 

Bougie (2009) and Zikmund et al. (2010) stated that the main advantages of a survey are (i) a wide 

geographical area can be covered; (ii) data can be collected from a large number of respondents with 

limited cost and time; and (iii) the anonymity of the respondents is assured because respondents’ 

identification is not required. Another rationale for choosing this survey method was due to the nature of 

the tax auditors’ work, which is difficult to conduct as an experimental study. A questionnaire was 

designed and mailed, with a self-addressed envelope enclosed, to the 357 tax auditors nationwide in the 

middle of September 2013. The data collection took about two months and was completed in the middle 

of November 2013. Out of the 357 of questionnaires mailed, 318 of completed questionnaires were 

received, resulting in an effective response rate of 89.8%. 

 

5. DATA ANALYSIS AND FINDINGS 

 

Table 2 presents the respondents’ profiles. Notably, the sample comprises 318 tax auditors employed by 

the IRBM throughout Malaysia. The survey found that 52.8% of the respondents were females. The 

majority (78%) of the respondents were aged 31 to 40 years, followed by 11% aged 21 to 30 years. Only 

5% were 51 years old and above. With regards to the level of education, the majority (90.25%) are 

bachelor’s degree holders, with just 2.2% having a professional qualification. About half of the 

respondents have six to 10 years working experience. Only 1.3% of the respondents have worked for 

more than 15 years. This study revealed that the respondents are well versed in tax audit since the 

majority of them have tertiary education and many years of working experience.  
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Table 2: The Respondents’ Profiles (n=318) 

 Frequency Percentage 

(%) 

Gender Male 150 47.20 

Female 168 52.80 

Age 21-30 years old 35 11.01 

31-40 years old 246 77.36 

41-50 years old 20 6.29 

> 51 years old 17 5.35 

Level of 

Education 

Bachelor's degree 287 90.25 

Master's degree 24 7.55 

Professional qualification 7 2.20 

Working 

Experience 

Less than 5 years 134 42.14 

Between 6 - 10 years 154 48.43 

Between 11 - 15 years 26 6.18 

More than 15 years 4 1.26 

Total 318 100.00 

 

5.1 Tax Auditors’ Experience and Challenges When Conducting Tax Audit of SMCs 

 

The tax auditors were questioned about their experience on the most common issues found during a tax 

audit. Figure 1 shows that a majority (53.1%) of the tax auditors indicated that over claimed expenses was 

the most common issue found during tax audits. This finding is consistent with Choong and Lai (2008) 

who found that Malaysian business taxpayers did not separate private and domestic expenses from their 

business expenses. About 50% of the respondents indicated that the taxpayers’ lack of adequate tax 

knowledge was the most common issue found during a tax audit. In practice, most corporate taxpayers 

engaged tax agents to prepare their tax returns because the taxpayers themselves had poor tax knowledge. 

About 46.5% of survey respondents indicated that underreporting of income and tax preparer’s faults 

(39.9%) were the most common issues found during a tax audit. In turn, about 21% of respondents 

indicated that the company auditor’s fault was one of the most common issues found in a tax audit. 
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Figure 1: Most Common Issues Found During A Tax Audit 

 

 

Next, this study expects that a higher number of tax cases that needed to be audited and resolved could 

create job stress and burden for tax auditors. Figure 2 shows the findings of the number of corporate tax 

audited cases which had been resolved in the last year (i.e., 2012). About 40% of respondents indicated 

that they had resolved 11 to 20 corporate tax audited cases in 2012. Only 7% of respondents indicated 

they had resolved more than 20 corporate tax audited cases in 2012. Upon checking, it was revealed that 

the highest number of cases resolved by tax auditors in 2012 was 37. Although there is no justification 

provided for the high number of cases resolved, it is reasonable to assume that it was due to the backlog in 

cases from the previous years and the capability of tax auditors in conducting tax audits. Notably, about 

22% of the respondents indicated that they did not resolve any cases in 2012 because they had just been 

transferred from the desk audit department to the field audit department. 

 

Figure 2: Number of Corporate Tax Audited Cases Resolved in the Year Before (i.e., 2012) 

 

Between 1 to 10 cases
31%

Between 11 to 20 cases
40%

More than 20 cases
7%

No cases being finalized
22%
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Figure 3 shows the duration of the audit taken by the survey respondents in resolving tax audit cases. 

About 27.1% of the respondents indicated that they took less than three months to resolve the cases. This 

finding is in line with the Tax Audit Framework, which states that the timeframe given to settle a tax audit 

is four months from the commencement of the audit (IRBM, 2015). The majority of the respondents 

(56.9%) reported that they took about three to six months to resolve their cases. Only 0.3% of respondents 

reported that they took more than a year to resolve their cases. The plausible explanation for taking a 

longer time to resolve the cases could be the complexity of the cases, taxpayers’ co-operation in providing 

documents and their record-keeping, the nature of the business and size of the firm. The findings are 

consistent with Choong and Lai (2008), in which their survey respondents who are Malaysian tax 

practitioners claimed that tax auditors took more than 10 weeks to resolve the cases. 

 

Figure 3: Duration of Audit For The Year 2012 

 

 

To further probe the tax auditors’ experience in tax audit, respondents were asked to recall one corporate 

tax case that they had audited and resolved which resulted in tax audit adjustment and penalty. When 

asked to choose “the types of industry”, 36.5% of respondents chose tax audit cases from the wholesale 

and retail trade industry. About 23.6 % of the respondents chose tax audit cases from the service industry, 

whereas some 16.4% of the respondents chose the construction industry. The high percentage for the 

wholesale and retail trade as well as the service industry indicate that these two types of industries have 

the highest proportion of corporate taxpayers in Malaysia. These findings are shown in Figure 4. Figure 5 

shows that the majority of respondents (77%) chose SMCs as their recalled case. 
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Figure 4: Types of Industry 

 

 

Figure 5: Types of Company 

 

 

The respondents were also asked about the most recent tax case that was audited and resolved. Figure 6 

shows these findings. A majority of the respondents (35.2%) chose the tax case that was audited and 

resolved in less than three months. Only 7.9% of the respondents chose the tax case that took more than 

one year to be audited and resolved. When asked, “what is the main issue found in the case?”, the survey 

found that about 39.3% of respondents indicated over claimed expenses as the main issue found in the tax 

case selected (Figure 7).  
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Figure 6: Recency of Tax Cases Audited and Resolved 

 

 

Figure 7: Main Issue Found in Tax Audited Cases 

 

 

Next, the respondents were asked about the challenges faced when conducting tax audit. This is because it 

is reasonable to assume that significant challenges faced by tax auditors can influence tax auditors’ 

aggressiveness in judgment, about whether or not to impose tax audit adjustments. For example, in terms 

of task complexity, past studies conducted in the US (e.g., Kaplan et al., 1988; Ayres et al., 1989 and 

Spilker et al., 1999) and in Central Florida (e.g., Bobek and Hatfield, 2004) found that tax professionals’ 

judgment tend to be more aggressive when facing difficult tasks. With regards to the involvement of the 

tax agent, Erard (1993) found that those Canadian paid-prepared returns received higher audit adjustments 

compared to self-prepared returns. Meanwhile, Ho and Wong (2006) found that in Hong Kong, the long 

duration involved in tax non-compliance carries substantial weight in imposing tax penalty. 

 



159 

 

In order to find out the challenges faced by tax auditors in completing tax audits, seven questions were 

designed. Table 3 presents the findings. The first is task complexity. About 45% of respondents indicated 

that the tax issue for the case selected was very complicated. Second, in terms of completeness of 

documentation, about 37.1% indicated that the taxpayers’ accounting records were incomplete. Third, 

about 28% of respondents claimed that the tax law for the case selected was very ambiguous. Fourth, the 

majority of respondents (60.4%) indicated that they have more than average experience in tax issues in the 

cases selected. Fifth, about 51% of respondents said that the size of the tax audit adjustment (in RM) for 

the case selected was large in relation to the actual chargeable income. Sixth, almost half of the 

respondents (45.6%) indicated that the case selected involved very a long duration in tax non-compliance. 

Lastly, about 42.1% of the respondents said that tax agents had greatly influenced the taxpayers’ 

involvement in tax non-compliance. 

 

The overall results indicated that tax auditors were facing great challenges in completing tax audits. 

 

Table 3: Challenges Faced by Tax Auditors in Completing Tax Audit 

No Description Frequency Percentage 

(%) 

1. How complicated was the tax issue for this case that 

you have recalled as compared to other tax cases that 

you have audited in the past? 

Very Simple 

Very Complicated 

Average 

 

 

 

  49 

143 

126 

 

 

 

15.4 

45.0 

39.6 

2. How complete was the taxpayer accounting records 

for this case that you have recalled as compared to 

other tax cases that you have audited in the past? 

Very Complete 

Very Incomplete 

Average 

 

 

 

105 

118 

  95 

 

 

 

33.0 

37.1 

29.9 

3. How clear was the tax law regarding this tax issue as 

compared to other tax audit cases? 

Very Clear 

Very Ambiguous 

Average 

 

 

165 

  89 

  64 

 

 

51.9 

28.0 

20.1 
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Table 3: Challenges Faced by Tax Auditors in Completing Tax Audit (Con’t) 

No Description Frequency Percentage 

(%) 

4. How much experience do you have with this tax issue 

as compared to other tax audit cases? 

Less than Average 

More than Average 

Average 

 

 

  39 

192 

  87 

 

 

12.3 

60.4 

27.4 

5. As compared to other tax audit cases, was the size of 

tax audit adjustment (in RM) for this case large or 

small in relation to the actual chargeable income? 

Very Small 

Very Large 

Average 

 

 

 

 45 

162 

111 

 

 

 

14.2 

50.9 

34.9 

 

6. Was the number of years involved with tax non-

compliance for this case short (e.g. within 1 year) or 

long (more than 1 year) as compared to other tax 

audit cases? 

Very Short 

Very Long 

Average  

 

 

 

 

 58 

145 

115 

 

 

 

 

18.2 

45.6 

36.2 

7. In your opinion, how much was the tax agent in this 

case influenced in tax non-compliance, as compared 

to other tax audit cases? 

Very Minimally 

Very Largely 

Average 

 

 

 

110 

134 

  74 

 

 

 

34.6 

42.1 

23.3 

 

5.2 Tax Auditors and Job Stress in Tax Audit of SMCs 

 

In order to examine the job stress level among tax auditors, seven questions were adapted from Parker and 

DeCotiis (1983). Table 4 displays the results. This study found that “I feel guilty when i take time off 

from my job” was ranked first in the list, scoring 3.14 on a 5-point Likert-scale. All other statements such 

“I have too much work and too little time to do it”, “sometimes when I think about my job, I get a tight 

feeling in my chest”, and “I feel fidgety or nervous as a result of my job” all recorded low scores, which is 

below 3 on a 5-point Likert-scale.  
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Overall, the findings indicated that tax auditors were not facing high job stress. The findings were 

somewhat surprising in view of the fact that: (i) the nature of the audit environment which is very 

complex; whereby tax auditors only have very limited time for on-site examination; (ii) at the time of 

study, the tight timeframe given by the IRBM which is only four months from the commencement of tax 

audit; and (iii) tax auditors constantly face pressure to achieve the key performance index. 

 

Table 4: Job Stress Level among Tax Auditors 

Statement Meanª Standard 

Deviation 

Ranking 

I feel guilty when I take time off from my job  3.14 0.868 1 

I have too much work and too little time to do it 2.91 0.864 2 

Sometimes when I think about my job, I get a tight 

feeling in my chest. 

2.72 0.970 3 

I feel fidgety or nervous as a result of my job 2.53 0.903 4 

Working here leaves little time for other activities  2.43 0.939 5 

I feel like I never have a day off 2.28 0.914 6 

Working as tax auditor makes it hard to spend 

enough time with my family  

2.22 0.899 7 

Note: ª Measured based on a scale of 1 (strongly disagree) to 5 (strongly agree) 

 

5.3 Tax Auditors’ Aggressiveness in Judgement When Auditing SMCs 

 

With regard to tax auditors’ aggressiveness in judgment, they were asked “how would you rate your 

judgment when finalising this case with tax audit adjustment and penalty?” Table 5 shows that the mean 

score is 4.74 on a 7-point Likert-scale. The results indicated that tax auditors rated themselves as slightly 

aggressive when making judgments. It is reasonable to assume that slight aggressiveness in making 

judgment could be related to big challenges faced by the tax auditors. As shown in Table 3 above, tax 

auditors faced higher task complexity, incompleteness of documentation, larger amount of tax audit 

adjustment, longer duration involved in tax non-compliance and greater influence of tax agents in tax non-

compliance. Thus, these challenges were believed to have a greater influence for tax auditors to become 

aggressive in making judgments. 
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Table 5: Tax Auditors’ Aggressiveness in Judgment 

Description Meanª Standard 

Deviation 

How would you rate your judgment when finalising this 

case with tax audit adjustment and penalty? 

4.74 0.849 

Note: ª Measured based on a scale of 1 (very conservative) to 7 (very aggressive) 

 

6. CONCLUSION 

 

This study has the merits of a tax study because the survey was on tax auditors, who are key team players 

in the field of tax audit. The survey reveals the tax auditors’ experience in tax audit and challenges that 

they face when conducting tax audit. The challenges faced include high task complexity, incomplete 

documentation and the influence of tax agents on tax non-compliance. Surprisingly, the survey found that 

tax auditors were not facing high job stress although they had to cope with a tight audit timeframe and the 

need to achieve key performance indicators. However, the survey also reveals that tax auditors were 

slightly aggressive when making judgments in auditing SMCs. 

 

Overall, this study provides an important insight not only to the Malaysian tax authorities, but also to tax 

authorities in other parts of the world. In order to deter tax non-compliance, it is suggested that tax 

authorities should not be aggressive in conducting tax audit just to achieve a higher tax revenue collection 

each year, and to overcome the shortage of manpower. Imposing pressure to achieve the key performance 

index may affect the audit quality, as there is a trade-off between quality and quantity. Although the study 

found that tax auditors were not facing enormous job stress when conducting tax audit, the IRBM should 

consider that ‘prevention is better than cure’. The IRBM should promote a healthy working environment 

for tax auditors in order for them to manage job stress. It is reasonable to assume that job stress could 

influence tax auditors’ aggressiveness in judgment when conducting tax audit. Failure to manage job 

stress would indirectly lead to poor quality in tax audit. With regards to task complexity faced by tax 

auditors, tax authorities should consider simplifying the tax laws to ensure a smooth tax audit. Dealing 

with voluminous transactions and information could cause tax auditors to be mentally overstressed. 
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It is acknowledged that there are some limitations to this study. Firstly, a survey was used in data 

collection, hence according to Devos (2012) it is hard to erase the problems of dishonesty and 

misinterpretation in tax surveys. Moreover, the tax auditors’ aggressiveness in judgment could be 

considered as a sensitive topic and the terminology itself might have prevented some respondents from 

disclosing certain information. Secondly, it is a cross-sectional survey; hence tax auditors’ experience and 

opinions might change over the years. Lastly, the study only surveyed tax auditors who had experience in 

auditing corporate taxpayers; hence, care must be exercised in generalising the findings. Future research 

should consider surveying tax auditors who audit other types of taxpayers as well as tax auditors who 

conduct desk audit because they may have different experience and different issues when conducting tax 

audit. 
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TAX COMPLIANCE BEHAVIOUR OF TAX PROFESSIONALS IN MALAYSIA 

 

ABSTRACT 

 

Given the importance of tax professionals in a tax system, this paper examines the tax compliance 

behaviour of 16 tax professionals in Malaysia. The study used semi-structured telephone interviews and 

analysis of the data according to themes. The findings imply that to a certain extent tax compliance is 

situational. Attitudes are important in complying with the tax laws, which can be translated as fear 

towards being penalised, audited, and reputation being damaged. The study found important referent 

others as a significant factor, while there were mixed findings for perceived behavioural control. None of 

the interview participants are from the ‘Big Four’ public accounting firms or in-house tax professionals, 

which may operate in a different environment. This study adds to the existing literature by reporting 

findings in the real world and provides another perspective to understanding the tax compliance behaviour 

of tax professionals using a qualitative approach. The findings are also useful to accounting bodies and 

educators in shaping the ethical behaviour of tax professionals in Malaysia. 

 

1. INTRODUCTION 

 

A tax system in a modern world performs various functions for governments. Apart from being used as a 

tool to obtain resources for the government through tax collection, it could also be a mechanism for the 

government to implement their policies (Alley & James, 2006). Given the broad consequences of non-

compliance with the tax law, undertaking research on the issues that impact the levels of tax compliance 

(and non-compliance) is important for any tax system.  

 

The role of tax professionals in a tax system has been supported in previous literature especially from 

Western-based tax compliance studies (Jackson & Milliron, 1986; Richardson & Sawyer, 2001). Previous 

studies such as Tan and Sawyer (2003), Devos (2012) and Mohd Isa (2012) suggested that tax 

professionals act as advocates to their clients and also as an intermediary to the government. Tax 

professionals are appointed to assist their clients in various tax matters such as minimising the problems 

of being audited, tax saving, risk management, reducing tax compliance costs, submitting accurate tax 

returns or to resolve uncertainties (Tan & Sawyer, 2003; Hite et al., 2003; Tan, 2006). Depending on the 

complexity of the tax law, tax professionals could become its enforcer or exploiter (Klepper & Nagin, 
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1989). If the law is ambiguous, then tax professionals will favour aggressive positions in tax, and if the 

law is not complex, then tax professionals will enforce the law (Hite et al., 2003).  

 

With the changes in the tax landscape such as the implementation of the self-assessment systems (SAS) in 

many countries, the roles of tax professionals are becoming more challenging because SAS transfers more 

responsibility to taxpayers to voluntarily comply with the tax laws. Those taxpayers who seek the 

assistance of tax professionals may place greater reliance on them under the SAS since tax professionals 

have the expertise to interpret the often complex tax laws. The various roles of tax professionals could 

lead to a challenging situation for tax professionals to remain objective in their decision making while 

performing their roles, due to the conflict of interests arising from performing these roles. 

 

Given their importance in a tax system, the viewpoint of tax professionals could be considered as essential 

in tax compliance. Despite their important roles in a tax system, Tan (2006) suggested that studies of tax 

professionals are limited compared to research on other factors in tax compliance studies. Therefore, the 

objective of this paper is to provide an insight into the perceptions of tax professionals in Malaysia with 

regard to their tax compliance behaviour while performing their roles. Using semi-structured telephone 

interviews, this paper specifically explores the perceptions of 16 tax professionals on their general 

understanding of complying with the tax law and the influence of attitudes, important referent others and 

perceived behavioural control in complying with the tax law. This study contributes to the literature on tax 

professionals’ tax compliance behaviour from an Asian tax jurisdiction. It reports the findings in a real-

world setting by using a qualitative approach, in this case, through interviews.  

 

Throughout this paper, the term tax professionals refers to tax professionals or tax practitioners practising 

in public accounting firms, tax consulting firms or sole practitioners in tax practice. Following the 

introduction section, the remainder of the paper is organised as follows: literature review followed by 

methodology, findings and discussion and lastly, conclusion.  
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2. LITERATURE REVIEW 

 

2.1 Definition of Tax Compliance  

 

Tax compliance refers to the willingness of taxpayers to comply with the tax laws while non-compliance 

is associated with violating the tax laws, whether or not it is intentional (Kirchler, 2007). Consequently, 

tax compliance (and non-compliance) behaviour is a result of ethical and unethical decision-making 

process (Singh, 2003).  

 

Previous studies have defined tax compliance as voluntary compliance to the letter as well as the spirit of 

the tax law (Alley & James, 2006), timely voluntary payment of the difference between actual tax due and 

the amount reported to the tax authorities (Andreoni, Erard, & Feinstein, 1998) and the timely filing of tax 

returns accurately according to the tax law and settling any tax owed without further enforcement (Singh, 

2003).  

 

Based on the various definitions, the central tenets in tax compliance are voluntary reporting and timely 

payment according to the tax law. However, in reality, what is considered as the acceptable level of 

compliance with the tax law is subjective and varied. In New Zealand for instance, Elliffe (2011:466) 

argued that the recent Supreme Court and Court of Appeal decisions in New Zealand tax practice 

suggested that “…an aggressive tax avoidance transaction may converge into criminal tax evasion”. In 

this kind of situation, tax professionals play an important role in assisting their clients in determining the 

boundary between tax avoidance, tax mitigation and tax evasion. 

 

2.2 Attitude and Tax Compliance 

 

Ajzen (1991) defined attitudes as how individuals perceive the consequences of a particular behaviour as 

favourable or unfavourable. It is suggested that attitude is directly related to behaviour to the degree it is 

influenced by the intention to perform behaviour (Armitage & Christian, 2003). In many tax compliance 

studies, Kirchler (2007) found that despite weak relationship between attitude and tax compliance, they 

are significant. However, Kirchler (2007) also argued that the definition of attitude in tax compliance is 

not clear since attitude towards tax compliance is an ambiguous construct. Previous studies such as Saad 

(2011) and Langham et al., (2012) found positive influence between attitudes and taxpayers’ tax 

compliance behaviour. Interestingly, Buchan (2005) reported that the accountant’s attitude has strong 

direct relationship with ethical intention in complying with the tax law.   
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2.3 The Influence of Important Referent Others in Complying with the Tax Laws 

 

Important referent others or subjective norms as defined by Ajzen and Fishbein (1980), as global social 

pressure from those who are close to an individual, such as family, friends and colleagues, who could 

exert influence on an individual’s ethical decision-making. In the tax context, Kirchler (2007) argued that 

the tax compliance behaviour of taxpayers was influenced by the group they associate with. This 

argument is aligned with prior tax compliance studies. In a synthesis of past studies in tax compliance, 

Jackson and Millirion (1986) and later in an updated work by Richardson and Sawyer (2001), important 

referent others in the form of peer influence was found to be an important factor in complying with the tax 

law. Similar findings on the positive influence of important referent others in tax compliance studies were 

also recorded by more recent studies such as Saad (2011) and Langham et al., (2012).  

 

With respect to tax professionals, Hite et al., (2003) reviewed past studies on factors that affect tax 

professionals’ tax compliance behaviour and argued that tax professionals’ aggressive behaviour is 

influenced by the opinions of others. A recent study by Smart (2012) with tax professionals in New 

Zealand found a positive and significant influence of important referent others in the forms of 

expectations, threat of losing respect and the behaviour of important referent others on tax professionals’ 

compliance behaviour to tax law. 

 

2.4 Perceived Behavioural Control and Tax Compliance 

 

A particular behaviour may not likely be displayed or engaged if that individual does not have control 

over it, even with the existence of strong attitude and influence from important referent others. Thus, a 

behaviour is also posited to be influenced by the ability of that person to have control in displaying or 

engaging it (Ajzen, 1991). Perceived behavioural control considers personal and environmental factors, 

such as the availability of information, skills and opportunities for a person to engage in a particular 

behaviour (Fishbein & Ajzen, 2010). The influence of perceived behavioural control is still less explored 

in tax compliance, and in general, findings from past studies (see for instance Bobek and Hatfield, 2003; 

Saad, 2011 and Langham et al., 2012) on the influence of perceived behavioural control in tax compliance 

are not favourable. Similar findings were recorded in a recent study by Smart (2012) who found that 

perceived behavioural control had no effect on the behaviour of tax professionals in New Zealand in 

complying with the tax law. 
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A review of relevant literature in this paper suggests that attitude and important referent others have 

positive influence on tax compliance behaviour. The influence of perceived behavioural control in tax 

compliance however, was not supported.  

 

3. METHODOLOGY 

 

Oats (2012) argued that taxation studies have been dominated by the use of quantitative approaches, and 

suggested that future research consider other alternatives such as qualitative methodology (interview) to 

understand tax issues. Hence, this study used semi-structured telephone interviews to obtain insights into 

tax compliance behaviour of tax professionals in Malaysia.  

 

The samples in this study were identified from an earlier survey conducted by the author. Sixteen 

interview participants from various positions, experience and type of firms voluntarily participated in the 

study. All participants interviewed for the study are members of the Malaysian Institute of Accountants 

(MIA) except those with less than five years of experience. The diversity of interview participants’ 

professional background is expected to provide rich information, which could be helpful in understanding 

the tax compliance behaviour of tax professionals in this study. The profiles of the interview participants 

are summarised in Table 1 as follows: 
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Table 1: Profiles of interview participants  

 

Position 

 

 

Years of 

experience in 

tax practice 

 

Type of firms 

 

Reference in the 

paper 

Tax Consultant 16 Sole practitioner Participant no. 1 

Principal 16 Medium size public 

accounting firm 

Participant no. 2 

Manager 16 Medium size public 

accounting firm 

Participant no. 3 

Senior Tax Assistant 6 Medium size public 

accounting firm 

Participant no. 4 

Senior Tax Assistant 7 Medium size public 

accounting firm 

Participant no. 5 

Tax Director 22 Small tax consulting 

firm 

Participant no. 6 

Tax Consultant 21 Sole practitioner Participant no. 7 

Tax Consultant 13 Small tax consulting 

firm 

Participant no. 8 

Tax Director 16 Medium size public 

accounting firm 

Participant no. 9 

Tax Director 12 Small size public 

accounting firm 

Participant no. 10 

Tax Assistant 4 Small size public 

accounting firm 

Participant no. 11 

Partner 20 Small tax consulting 

firm 

Participant no. 12 

Tax Assistant 4 Small size public 

accounting firm 

Participant no. 13 

Tax Assistant 4 Small size public 

accounting firm 

Participant no. 14 

 Tax Assistant 4 Small size public 

accounting firm 

Participant no. 15 

Tax Assistant 3 Small size public 

accounting firm 

Participant no. 16 
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The study involved tax professionals located in different parts of Malaysia and because of the distance 

constraints it was impractical to conduct face-to-face interviews. In this situation, it was also cost and time 

effective to conduct telephone interviews. Furthermore, Bryman and Bell (2011) suggested that the 

telephone interview is more effective in encouraging participation during the interviews involving 

sensitive issues, such as those explored in this study.  

 

To be consistent with the nature of a semi-structured interview, the researcher prepared an interview 

protocol or guideline, consisting of a list of questions based on themes relevant to the study. Despite the 

themes being determined a priori in the interview protocol, the nature of a semi-structured interview 

allows some freedom for other themes to emerge during the interview, which is relevant to understanding 

the tax compliance behaviour of tax professionals. 

 

During the interview, several questions related to the tax professionals’ general understanding on tax 

compliance, attitudes, important referent others and perceived behavioural control in complying with tax 

laws were asked. On average each participant was interviewed for approximately 30 to 45 minutes using a 

mix of Bahasa Malaysia and English. The interviews were recorded using an audiotape after getting the 

participants’ consent.  

 

The first step in analysing the interview data was the transcribing of the interview recordings. As the 

interviews were conducted in both Bahasa Malaysia and English, the transcript was translated into a full 

English text before further analysis was conducted. The transcripts were repeatedly checked to ensure that 

there were no obvious errors and compared against the recording. Following the suggestion by Lincoln 

and Guba (1985), the data was coded and given respective themes. Finally, a few of the interview 

participants checked their interview transcripts as well as the themes identified, and provided their 

feedback. This procedure, according to Creswell (2009), increased the validity of the findings.  

 



178 

 

4. FINDINGS AND DISCUSSIONS 

 

4.1 Tax Compliance Behaviour 

 

In explaining their understanding about tax compliance behaviour, generally all interview participants 

associated tax compliance with complying with the Income Tax Act, standards, rules and regulations by 

the tax authority. Their understanding is translated by meeting the deadlines for filing of tax returns, and 

payment owed to the tax authority, having proper documentation, possessing knowledge, and declaring 

the income that taxpayers earned. The following comments are some examples of how tax professionals 

in this interview understand tax compliance.  

 

“Tax compliance means…tax professional has to comply with all standards and public 

rulings, rules and regulations set by the Income Tax Act…” 

(Participant 2, principal, medium size public accounting firm) 

 

“Basically if you talk about tax compliance, it can be from two areas…one is the computation 

[and] the other is from the timing…for example [the] submission deadline, payment deadline, 

filing deadline. At the end of the day, it is the question of effectiveness…if you do not meet the 

deadlines, then you are not efficient.” 

(Participant 3, manager, medium size public accounting firm) 

 

“In my opinion, tax compliance means following the rules, it means we follow what is required 

by the Income Tax Act or [any] regulations, legislations determined by the IRB.” 

(Participant 4, senior tax executive, medium size public accounting firm) 

 

 There is also a suggestion that tax compliance means exercising justice, on the side of taxpayers and 

tax authority. This could be achieved by ensuring that taxpayers do not overpay or underpay the 

amount of tax.  

 

“It is wrong to under declare the income…it should be a win-win situation. Taxpayers will not 

pay more or less even by a cent, we just pay what we are supposed to pay.” 

(Participant 8, tax consultant, small tax consulting firm) 
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Interestingly, as commented by an interview participant, complying with the tax law to a certain extent is 

situation specific. In the case of a natural disaster for instance, it becomes very challenging and requires 

tax professionals to be more flexible with their clients in their approach to obtain the appropriate 

documents for tax filing purposes.  

 

“…it depends on situation. Let’s say…in 2006, we had severe flooding in our town. The bills 

drifted away…so how are we going to prepare the computation? I think in this case we have to 

tolerate. We had to collect as much evidence as we could, find whatever documents which 

were still available…and referred to previous records as well.” 

 (Participant 6, tax director, small tax consulting firm) 

 

4.2 Attitudes Towards Tax Compliance 

 

When probed further, the interview participants also explained that their attitudes to a certain extent guide 

them to comply with the tax law. For instance, in addition to their awareness on the importance of 

complying with the tax laws, as professionals, there is a concern that their attitude has to be aligned with 

professional ethics while performing their roles. 

 

“As a tax professional, we are given the trust, and I am afraid of the tax law. We should not go 

against the law. As an accountant we have to follow the ethical conduct.” 

(Participant 7, tax consultant, sole practitioner) 

 

“As tax professionals we have to follow our [tax professional] ethics.” 

(Participant 8, tax consultant, small tax consulting firm) 

 

 “It is our own self…have to follow the tax regulation. My intention also influences me but I 

also want to help my client, so it’s a combination.” 

(Participant 16, tax executive, small size public accounting firm) 
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There are also suggestions that their attitudes towards the possibility of being penalised for non-

compliance, the risk of losing credibility as a tax professional and the feeling of guilt for non-compliance, 

influence them to comply with the tax law. Some tax professionals commented, for instance: 

 

“Personally I think the factors that can influence…is the individual himself/herself, 

mainly…the people that I meet, it all depends on that individual person. It is one’s upbringing. 

I don’t want any problems, for example I prepare a client’s tax and there is something that I 

did not check properly…, the client relies on me, I do the work for the sake of doing, so I feel 

guilty. The other thing is, if I don’t do the work properly, later the IRB audits the client, the 

blame is on me, it’s not nice being penalised, professionally it is not nice.”  

(Participant 5, senior tax executive, medium size public accounting firm) 

 

 “Any decisions which are against the tax law will have an effect on the taxpayers. It will 

damage our credibility as tax professionals. As a tax professional I have to understand this 

and be ethical. The Code of Ethics by the Malaysian Institute of Accountants becomes my 

guideline. Membership in professional accounting bodies is indeed helpful.” 

(Participant 9, tax director, medium size public accounting firm) 

 

 “…depends on that particular person, whether or not to comply with the tax laws, 

sometimes…we want to be ethical but others like our clients they refuse…but if [I] don’t 

comply with the tax law, I’ll feel guilty.” 

(Participant 15, tax executive, small size public accounting firm) 
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4.3 Important Referent Others and Tax Compliance 

 

In addition to attitudes, the discussion during the interviews also centred on the influence of social 

pressure imposed by referent or important others in the decision-making of tax professionals. The 

interview participants unanimously agreed that important referent others affect their decision-making to a 

degree. The influence of important referent others comes from peers, superiors and friends who are in the 

same profession, in the form of exchanging different experiences and opinions especially in complicated 

tax cases. This could be due to the different level of expertise in interpreting tax laws. Interestingly, 

perceptions of people around them and clients can also influence their decision-making.  For example: 

 

“Yes, my colleagues. Their influence may come from their experience and knowledge.” 

(Participant 1, tax consultant, sole practitioner) 

 

 “I share with my friends who are in the same profession to get their opinions. Yes, I consider 

the opinions of my friends who are in the same profession. Normally, I refer to senior partners 

about the final decision. If it is a simple case, I don’t refer. It’s only for complicated or big 

companies.” 

(Participant 9, tax director, medium size public accounting firm) 

 

 “If there are cases that require high level of technical knowledge I will ensure that I discuss 

first with my colleagues, we do our own research, especially in isolated cases. Not for all 

issues, only certain issues.” 

(Participant 12, partner, small tax consulting firm) 

 

“For me the perceptions of others around me are important in complying with the tax 

law…influence by colleagues is an important factor for me.” 

(Participant 13, tax executive, small size public accounting firm) 

 

“Influence from peers. We will ask around among ourselves, if we still cannot find the answer, 

then we will ask our supervisor.” 

(Participant 14, tax executive, small size public accounting firm) 
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4.4 Perceived Behavioural Control and Tax Compliance 

 

It is also postulated that compliance behaviour with tax laws is influenced by the perceived behavioural 

control that tax professionals possessed, which is the ability of an individual to have control and the 

perceived ease or difficulty in their conduct. This can be influenced by personal and environmental factors 

such as having the skills and opportunities to engage in a particular behaviour (Fishbein & Ajzen, 2010). 

 

When asked to comment on the influence of perceived behavioural control in complying with the tax 

laws, the interview participants provided mixed opinions. Some interview participants agreed that they 

have control in their decision-making, whether or not to comply with the tax law, but some interview 

participants disagreed, stating that they only have control at the initial stage of preparing documents for 

tax compliance purposes. One possible reason for the mixed opinions is because tax professionals 

perceived themselves as advocates who assist their clients, and eventually it is the clients who decide for 

themselves. This could possibly lessen the influence of perceived behavioural control in complying with 

the tax laws. Some of the comments are presented here. 

 

“Yes, I always have full control. Maybe because I understand how the tax laws work. My 

clients typically have little knowledge. Rather than arguing the amount of tax payable, they 

normally need my advice.” 

(Participant 1, tax consultant, sole practitioner) 

 

“Not necessarily, let’s say I am preparing a file for my client then finally there is something 

that I am not sure, so I refer to my superior. Things that I am sure, I will make my own 

decision.” 

(Participant 5, senior tax executive, medium size public accounting firm) 

 

 “…I’ll ask the client. We will prepare the tax computation then we will see what the Act says, 

we discuss any other transactions, so the decision of how much tax the clients have to pay is 

not only based on me, it depends on the client as well.” 

(Participant 9, tax director, medium size public accounting firm) 
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“Normally, it’s the client who makes the decision, we advise the client. We only advise about 

their tax needs, what is compulsory for those with income reaching the tax limit.”  

(Participant 10, tax director, small size public accounting firm) 

 

“At the end of the day, the superior made the final decision. At the beginning, yes I have 

control but eventually I do not have the control. Sometimes, I do not have the confidence to 

support my argument. Maybe because I think, my superior has more experience than me, is 

more expert. 

(Participant 14, tax executive, small size public accounting) 

 

“My boss will make the decision. Initially, yes I’ll make the decision but final decision is 

always my boss.” 

(Participant 16, tax executive, small size public accounting firm) 

 

5. CONCLUSIONS   

 

Basically, the interview participants understand tax compliance as complying with the tax law, rules, 

regulations and requirements by the tax authorities, which is consistent with the definitions of tax 

compliance as suggested by prior studies such as by Roth et al., (1989) and Singh (2003). Interestingly, 

there is agreement by some participants that complying with the tax law to a certain extent is situation 

specific.  The findings are consistent with the argument by Jones (1991) that people act ethically or 

unethically depending on the intensity of the moral issue. There is a possibility that if the amount of tax or 

risk is minimal, then tax professionals would regard the intensity of the moral issue as low and would 

respond differently to tax compliance. 
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The interview participants also concurred that their attitude could influence their tax compliance 

behaviour, which support findings from prior studies such as Buchan (2005) and Langham et al., (2012). 

Some interview participants agreed that as tax professionals they perceived themselves as professionals 

who are obligated to abide by the professional ethical rules. In addition, some interview participants 

addressed their fear that if they as tax professionals do not comply with the tax laws in assisting their 

clients, the repercussions will be felt by their clients, such as becoming the subject of a tax audit or being 

penalised by the tax authority. As a result, they will lose their credibility or will be perceived as being 

dishonest by their clients, which could damage their reputation as tax professionals. The influence of 

attitude in complying with the tax law is also translated by the feeling of guilt for non-compliance, as 

commented by an interview participant.  

 

The interview participants also unanimously agreed that to an extent, that there is influence from referent 

or important others (subjective norms) in their decision-making, which is similar to the findings by Smart 

(2012). Peers, superiors and friends in the same profession, could influence the decision-making of the tax 

professionals in this interview study. The influence could come from exchanging opinions and 

experiences especially in complicated tax situations. As commented by some interview participants, in 

many cases the complexity of the tax law and the level of knowledge that they possess will determine 

whether or not this influence exists. The discussion in the interviews also delved into the importance of 

perceived control in the decision making of tax professionals. Some interview participants believed that 

they have control, whilst some disagreed. Some interview participants suggested that they only have 

control at the initial stage of decision-making. This is most likely because they may not have reached a 

certain level of expertise that is required in the decision-making process. When probed further, those tax 

professionals who believed that they have control, explained that they have the control in providing the 

type of advice to their clients, but not necessarily in the final decision. This is because their role is to 

assist their clients and the latter makes the final decision based on the tax professionals’ 

recommendations.  
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Since this is a qualitative study, the findings are not meant to be generalised. In addition, the interview 

participants in this study were from small and medium sized public accounting firms, tax consulting firms 

as well as sole practitioners. The sample may not represent tax professionals in public practice as a whole. 

None of the tax professionals participated in this study came from the ‘Big Four’ public accounting firms 

which may have different points of view, since as suggested by Pierce and Sweeney (2009), different firm 

size may have different environment for decision-making. 

 

Future studies could perhaps involve tax professionals from “Big Four” public accounting firms to 

understand further the tax compliance behaviour of tax professionals. It is also interesting for future 

studies to examine the antecedents of attitude in tax professionals’ decision making. The interview 

participants for instance revealed that their attitudes are associated with economic factors such as penalty 

and probability of being audited as well as behavioural factors such as reputation among peers and the 

public. Combining both economic and non-economic factors could perhaps reveal more interesting 

findings. 

 

Based on the findings of the study, the researcher opines that the findings could contribute to a further 

understanding of the tax compliance behaviour of accounting practitioners. In this case, tax professionals 

in public accounting services while they perform their roles. For professional bodies, the findings also 

provide some insights into the ethical behaviour of their members. The findings from this study and other 

previous tax studies involving tax professionals, collectively, could be useful in promoting ethical 

behaviour among their members. Training provided by professional bodies to their members is essentially 

focused on the technical aspect of accounting issues. One way is to incorporate the non-technical 

accounting elements in the training of their members, such as emphasising what is morally right, the 

concept of fairness and justice, in their decision-making.  
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TAX REGIME CHANGES AND INVESTORS’ ACCESS TO GROSS REVENUE FOR 

MARGINAL OIL FIELDS IN MALAYSIA: A SIMULATION STUDY 

 

 

ABSTRACT 

 

 

The oil and gas sector in Malaysia has been experiencing a series of fiscal regime changes including tax 

policies. The motive is to improve the productivity of declining reserves and the growing number of 

stranded small and marginal oil fields. Recently, a new tax regime was introduced for marginal oil fields 

through increased tax incentives, and change of the fiscal arrangement from production sharing contracts 

to risk service contracts. This study simulates the influence of the new tax regime in comparison to the 

current one under nine different scenarios relating to oil prices and reserves levels. Results of the 

simulation analysis revealed that tax regime under the risk service contract is likely to give investors more 

access to gross revenue in five scenarios compared to four scenarios under the production sharing 

contract.  However, the scenarios in which investors may have high access to gross revenue under the risk 

service contract are mainly related to low and medium oil prices. The production sharing contract is more 

likely to give investors more access to gross revenue during high oil prices. Therefore, it is recommended 

that attaching contractors’ remuneration fee to a hike in oil price would likely improve investors’ access 

to gross revenue under the risk service contract in all the scenarios. The implication to policy is that 

windfall incentives should be given to marginal oil field investors during soaring oil prices. Application of 

these findings should give cognisance to assumptions employed in the analysis.  
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1. INTRODUCTION 

 

The Malaysian oil and gas sector has been experiencing a series of fiscal regime changes including tax 

policies. The motive is to improve the productivity of the declining oil and gas reserves and the growing 

number of stranded marginal oil fields (Economic Transformation Program, 2010; Lacouture, 2013; 

Malaysia Petroleum Resources Corporation, 2014). Recently, through the Petroleum Development Act of 

2011 the government changed the fiscal arrangement of marginal fields from the production sharing 

contract (PSC) to the risk service contract (RSC). New tax incentives were also introduced, i.e.: (i) 

reduction of tax rate from 38% to 25%; (ii) acceleration of capital allowance from 10 to 5 years; (iii) 

waive of export duty which was previously at 10% for oil produced and exported by marginal oil fields 

operators; (iv) investment allowance of 60-100% on qualifying capital expenditure (QCE) and; (v) 

transferable qualified capital expenditure between same partnership or sole proprietorship for oil and gas 

operation.  

 

Since the introduction of the new tax policy in November 2010, as of July 2014 only six RSCs were 

signed (Mas’ud, Manaf, & Saad, 2014), whereas, 17 PSCs were signed between 2010-2012 for larger 

fields (Ley, 2012).  Therefore, the study intends to provide an empirical answer to the following research 

question: Does the new tax regime improve investors’ access to gross revenue for marginal oil field 

development projects in Malaysia? To answer this research question, analyses of investors’ access to 

gross revenue (AGR) were performed for marginal oil field development projects under two tax regimes 

scenarios. Under scenario one, revenue over cost (r/c factor) PSC fiscal terms were used, while in scenario 

two RSC fiscal terms were utilised. The motive for this analysis is to evaluate which of the two tax 

regimes increases investors’ AGR. It is important to note that scenario analysis is not a real world 

analysis, rather it is a simulation of tax impositions at different oil prices and reserve levels in order to 

assess its investment attractiveness (Manaf, Saad, Ishak, & Mas’ud, 2014). The method has been 

commonly used in previous studies relating to petroleum fiscal regime and investment (see (Johnston, 

1994,2002; Kaiser, 2007; Nakhle, 2007; Saidu & Mohammed, 2014)).  
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This study was motivated by two reasons. Firstly, each country has peculiar tax policies, which cannot be 

directly copied by others due to different regulations and resource endowment (Otto & Cordes, 2002). The 

second motivation is the fact that there is no study (to the researchers’ knowledge) either from the 

academia or professional practice that evaluates whether or not the new marginal oil field tax regime 

under the RSC arrangement improved investors’ AGR compared to the old fiscal regime under R/C factor 

PSC arrangement, Hence, this study aims to bridge this gap. 

 

The remainder of the article is structured as follows. The next section offers a review of the related 

literature. This is followed by the research method and assumptions. Subsequent sections presents the 

analysis and results, followed by concluding remarks, study limitations, and implication for future studies. 

 

2.  LITERATURE REVIEW 

 

2.1  Petroleum Fiscal Regimes and Investment Climate  

 

The effect of petroleum tax policy changes on investment viability and their sensitivities to changes in oil 

price has been investigated in the extant literature. Studies also investigated the impact of tax reduction 

and increased allowances on investment. Evidence from the former disclosed that changes in oil and gas 

prices impact the investment climate.  Specifically, an increase in oil prices renders non-commercial 

viable fields economically attractive (Kemp & Stephen, 2011). On the same issue, Njeru (2010) found 

that investors’ NPV and IRR decreased in low oil price periods, but AGR comparatively remained 

unchanged, and vice versa. Therefore, it was concluded that the flexibility of Kenya’s petroleum fiscal 

regime was not powerful enough to accommodate fluctuation in oil prices. Thus, the investment climate 

was not conducive to investors under low oil price scenarios. 

 

Review of extant literature revealed that an adjustment of the tax regime might have a positive impact on 

the investment climate for an oil and gas project. Abdo (2010) discovered that petroleum tax relaxation by 

UK authorities had different effects on investments in the United Kingdom Continental Shelves (UKCS). 

Each relaxation led to increases in the cash flow of the affected companies. It also found that the removal 

of supplementary charges in the 2011 budget by the UK government would increase the net present value 

of many oil and gas development projects in UKCS (Kemp & Stephen, 2011).  It was also discovered that 

complementing the tax increase in 2011 with additional allowance in the following year increases the 

project profitability (Kazikhanova, 2012; Kemp & Stephen, 2012).  
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Conversely, other studies record a negative influence of tax regime changes on the investment 

attractiveness of an oil and gas project. By comparing 1993 and 2005 PSCs by Onaiwu (2009) it was 

found that that profitability of oil and gas projects in Nigeria increased under the 1993 PSC, while the 

reserve was found under the 2005 PSC.  Extensive comparison was also made by Nakhle and Hawdon 

(2004) of UKCS fiscal regimes and its possible effects on investment attractiveness.  It was also 

documented that applying a higher tax rate on oil and gas projects during oil price hikes discourages 

investments in oil and gas fields, which resulted in negative influence on government revenue (Nakhle, 

2007). Kemp and Stephen (2012) documented that the introduction of SC of 32 % in 2011 in UKCS 

without field allowances would have had a long-term negative impact on the investment attractiveness of 

oil and gas fields (Kazikhanova, 2012; Kemp & Stephen, 2012).  

 

Nonetheless, a few studies have found insignificant influence of fiscal regime changes on the investment 

attractiveness of oil and gas fields. It was concluded that regardless of tax allowances and oil price hikes, 

profit after tax of oil and gas joint ventures from 1954 to 1969 were similar to that of other industries on 

the basis of NPV, IRR and PI (Mead, Muraoka, & Sorensen, 1982). Likewise, Emeka, David, Yun, and 

Li-Fei (2012) found that the mean and standard deviation from the scenario analyses showed insignificant 

variation to the base-case values of projects’ NPV, IRR and PI. 

 

From the foregoing review, it is evident that mixed findings were documented in the literature. A majority 

of the studies found that tax reduction and increases in allowance have positive impacts on oil and gas 

projects. Some documented negative impacts of tax increase and removal of allowance. In a few studies 

no impact was detected. It is also important to note that these studies mainly focused on investment 

appraisal tools such as NPV, IRR and PI to evaluate the impact of tax regime changes on investment 

attractiveness. Although other appraisal tools such as AGR are important particularly in the oil and gas 

industry (Johnston, 2007), few studies paid attention to it such as Njeru (2010). Therefore, this study 

intends to simulate the influence of tax regime changes on investors’ access to gross revenue for marginal 

oil fields in Malaysia under R/C factor PSC and RSC tax regimes scenarios.   
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2.2  Tax Regimes Changes and Investors’ Access to Gross Revenue 

  

AGR refers to the maximum share of revenue a company receives from a joint venture in relation to its 

share of working interest in a particular accounting period (Johnston, 2007). It has been pointed out that in 

a fiscal regime with only royalty, investor AGR is only limited by the royalty paid to resource owner, i.e. 

the revenue belongs entirely to the investor with the exception of royalty paid to the government or the 

landlord (Johnston, 2007). The only empirical evidence that evaluates the influence of petroleum tax 

regime on investors’ access to gross revenue was the work of Njeru (2010). Evidence from Njeru’s study 

found that investors’ NPV and IRR decreased in low oil price periods, but AGR comparatively increased 

above the base-case, and vice versa. This implies that in a fiscal arrangement such as in Njeru’s analysis 

(where there is no cap on cost recovery), investors’ AGR increases even when oil price decreases. Apart 

from this empirical evidence, the researchers did not come across any other study that investigated the 

influence of tax regimes on investors’ AGR from any other oil and gas context including Malaysia. As 

such, this article is written to fill this academic and professional gap.  

 

2.3  Petroleum Fiscal Regimes in Malaysia 

 

The concessionary system, otherwise known as the royalty/tax system, was the first petroleum tax regime 

in Malaysia’s oil and gas industry.  This type of regime was first applied to Shell in the early 1960s. In the 

late 1960s other companies such as Conoco and Esso joined the race for concessionary arrangements in 

Malaysia’s oil and gas industry (Mehden & Troner, 2007). The components of the regime are royalty and 

tax which are levied by the governments of oil and gas producing states (Lee, 2013).  

 

In 1974, the PSC was introduced in Malaysia’s oil and gas industry through the promulgation of the 

Petroleum Development Act in 1974. In order to enhance its attractiveness to investors, the PSC has been 

experiencing a series of changes, including the PSC of 1985, deep water PSCs of 1993, and Revenue over 

Cost PSC of 1997.  Each of these tax regime changes was attached with simplified and attractive fiscal 

terms that encouraged investment in the industry. In fact the PSC was the dominant type of fiscal 

arrangement in Malaysia’s oil and gas industry. Evidence showed that only five PSCs existed prior to 

1998 but this increased to 83 as of 2012 (Lee, 2013). In 2013 PETRONAS celebrated 100 active deep 

water PSCs (Manaf, et al., 2014). 



196 

 

The ongoing desire to enhance investment attractiveness of marginal oil fields led the Malaysian 

Government to introduce the RSC in 2010, which subsequently resulted in the amendment of the 

Petroleum Development Act in 2011 (Wei, 2011). The regime was accompanied by reduced tax rate and 

allowances aimed at enhancing investors’ AGR under marginal oil field development projects.   

 

In other countries like the UK, changes in the tax regime are normally followed by studies that investigate 

its influence on investors NPV, IRR, PI, AGR and SI. However, in the recent adjustment of the tax regime 

for marginal oil fields, from R/C factor PSC to RSC in Malaysia, there was no evidence of a study to that 

effect. Therefore, this article simulates the effect of tax regime changes from R/C factor PSC to RSC on 

investors’ AGR under different oil price and reserve scenarios. Consequently, the following hypotheses 

are developed. 

 

H1 New tax regime under RSC has higher investors’ AGR under High Oil Price-High Reserve 

H2 New tax regime under RSC has higher investors’ AGR under High Oil Price-Medium Reserve 

H3 New tax regime under RSC has higher investors’ AGR under High Oil Price-Low Reserve 

H4 New tax regime under RSC has higher investors’ AGR under Medium Oil Price-High Reserve 

H5 New tax regime under RSC has higher investors’ AGR under Medium Oil Price-Medium Reserve 

H6 New tax regime under RSC has higher investors’ AGR under Medium Oil Price-Low Reserve 

H7 New tax regime under RSC has higher investors’ AGR under Low Oil Price-High Reserve 

H8 New tax regime under RSC has higher investors’ AGR under Low Oil Price-Medium Reserve 

H9 New tax regime under RSC has higher investors’ AGR under Low Oil Price-Low Reserve 
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3.  METHOD AND ASSUMPTIONS 

 

3.1  Model Derivation  

 

To achieve the objective of this article, discount cash flow (DCF) was used to compute investors’ AGR. It 

was documented by Nakhle (2007) that a survey carried-out in 2001 revealed that 99% of oil companies 

used DCF to evaluate the effect of tax regimes. Therefore, the DCF is then applied for computation of 

various oil and gas project investment climate indicators such as Pay-Back Period, Net Present Value 

(NPV), Internal Rate of Return (IRR), Profitability Index (PI), Saving Index (SI) and Access to Gross 

Revenue (AGR).  It was disclosed that AGR is used by oil and gas companies to evaluate its share of 

project revenues under different economic conditions (Johnston, 2007). Before AGR’s computation, DCF 

of the project is calculated as:   

 

DCF under PSC Regime 

DCFt= CRt + POt – CAPEXt – OPEXt - RCESSt – EDt -TAXt   …………………………………...1 

 

Where: 

DCFt = Investor’s Discounted Cash Flow 

CRt = Cost recovered in year t 

POt = Share of investor’s profit oil in year t 

CAPEXt = Capital Expenditure incurred in year t  

OPEXt = Operating Expenditure in year t 

RCESSt = Research CESS in year t 

EDt = Export Duty in year t 

TAXt = Tax paid in year t  
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DCF under RSC Regime 

DCFt= CRt+ FEEOILt - CAPEXt - OPEXt –TAXt ………………………………………………………2 

 

Where: 

CRt = Cost recovery in year t  

FEEOILt = Fee Oil received in year t 

CAPEXt = Capital Expenditure in year t  

OPEXt = Operating Expenditure incurred in year t 

TAXt = Tax paid in year t 

  

The DCF under the two tax regimes are expressed in line with the prior literature (Hao & Kaiser, 

2010;Nakhle, 2010).  Based on the DCFs above, investors’ AGR under the two tax regimes were 

computed using the formula below:  

 

Investors’ AGR  

……………………………………………………………………………………3 

 

Where: 

agr = access to gross revenue 

iagr= investors’ access to gross revenue 

pagr = projects’ access to gross revenue 

 

3.2  Data 

 

In this paper, data for one of the Malaysian marginal oil fields located in Offshore Peninsular Malaysia 

were used. The source of the data was information released by the project contractor – Coastal Energy 

(Coastal Energy, 2012) and the offshore technology.com (Offshore Tecnology.com, 2014).  Therefore, all 

the assumptions on production, reserves, costs and duration are based on the information from the 

aforementioned sources. 
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3.3  Provisions for the Two Scenarios: R/C Factor PSC and RSC Fiscal Regimes 

 

The following tax and fiscal provisions for R/C factor PSC and RSC contained in Table 1 and 2 were used 

in the analysis. 

 

Table 1: Fiscal Provisions for R/C Factor PSC and RSC  

R/C Factor 

PSC 

Scenario 

Royalty of 10% on gross production, PIT of 38%, Research Cess of 0.5% Capital 

allowance for 10 years, Export Duty 10% and Cost recovery and profit split based on R/C 

ratio in Table 2 below. 

RSC 

Scenario 

Royalty paid by PETRONAS on its share, CIT of 25% no Research CESS, Accelerated 

Capital Allowance for 5years, Zero Export Duty, Remuneration fee 10%, and 100% cost 

recovery. 

Note. Adopted from  “Simulating of the Influence of Fiscal Regime Adjustment on Marginal Oil Field 

Investment Climate in Malaysia” by Mas’ud, Manaf, and Saad (2015) in International Conference on 

Accounting Studies, Johor Baru, 2015 (forthcoming). 

 

Table 2: R/C Ratio for Malaysian 1998 PSC  

Contractor’ R/C  

Ratio 

 

                                         Cost Oil                                             Profit Oil 

Cost Oil 

Ceiling 

 

Unused Cost Oil 

PETRONAS: Contractor 

Profit Oil 

PETRONAS: Contractor 

0.0< R/C < =1.0 70% N.A 20:80 

1.0 < R/C <= 1.4 60% 20:80 30:70 

1.4 < R/C <= 2.0 50% 30:70 40:60 

2.0 < R/C <=2.5 30% 40:60 50:50 

2.5 < R/C <=3.0 30% 50:50 60:40 

R/C> 3.0 30% 60:40 70:30 
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3.4  Reserve, Production and Duration Assumptions 

 

The field has recoverable reserves that range from 15 to 35 million barrels (Coastal Energy, 2012). 

Therefore, the sensibilities of the three reserve levels scenarios: small, medium and large with 15, 25 and 

35 million barrels of oil equivalents were tested. 

 

For production assumptions, it was estimated that the field started production at a lower range of 4,530 

barrels per day (bpd) of oil and 4 million metric cubic feet (mmcf) of gas, which is equivalent to 5,220 

barrels of oil equivalent (boe). This is based on the American Petroleum Institute (API) conversion of 6:1 

i.e. one barrel of oil is equivalent to six mcf of gas. Annual production of this lower range is estimated at 

1,905,300 boe. The production during higher period stands at 16,495 bpd of oil and 14 mmscf of gas, 

which is equivalent to 18,909 boe per day. , Thus, the annual production during high production period is 

assumed at 6,901,785 boe.  

 

The field’s contract is assumed to last for eight years (2012 to 2019), with first oil witnessed in December 

2013 (Lacouture, 2013). Based on this data, it was assumed that in the low reserve scenario (15 million 

boe), production started at a lower range in the second year (December, 2013), and reached its peak in the 

third year (2014), and then declined at a rate of 45% annually until 2019. For the medium reserve scenario 

(25 million boe), it was assumed that production started at lower range in the second year (December 

2013), reached its peak in the third year (2014), and then declined at a rate of 21% annually until 2019. 

For the high reserve scenario (35 million boe), it was assumed that production started at lower range in the 

second year (December 2013), reached its peak in the third year (2014), and then declined at a rate of 6% 

annually until 2019. Similar assumptions were made in previous studies based on other reserve levels (see 

(Ghandi & Lin, 2014; Hao & Kaiser, 2010; Kaiser, 2007; Mas’ud, et al., 2015; Saidu & Mohammed, 

2014)). Table 3 presents reserves, production and depletion rate assumptions used in the analyses. 
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Table 3: Reserve, Production and Depletion Assumptions 

Large Size Marginal Field 

(≈35m boe) 

Medium Size Marginal Field 

(≈25m boe) 

Small Size Marginal Field 

(≈15m boe) 

Year Production Year Production Year Production 

2012 

 

2012 

 

2012 

 2013 156600 2013 156600 2013 156600 

2014 6901785 2014 6901785 2014 6901785 

2015 6487678 2015 5452410 2015 3795982 

2016 6098417 2016 4307404 2016 2087790 

2017 5732512 2017 3402849 2017 1148284 

2018 5388561 2018 2688251 2018 631556.5 

2019 5065248 2019 2123718 2019 347356.1 

Total 35,830,802 
 

25,033,017 
 

15,069,354 

 

Decline Rate: effective from 2014 

 

6% 

 

21% 

 

45% 

Note. Adopted from  “Simulating of the Influence of Fiscal Regime Adjustment on Marginal Oil Field 

Investment Climate in Malaysia” by Mas’ud, Manaf, and Saad (2015) in International Conference on 

Accounting Studies, Johor Bahru, 2015 (forthcoming). 

 

3.5  Development and Operation Costs Assumption 

 

It was estimated by the project contractor that the development cost (capital expenditure or CAPEX) of 

marginal fields used in this study is equivalent to USD320 million to be spent within three years (Coastal 

Energy, 2012), which forms the assumption of  this study. There is no specific operating cost data 

available for this marginal oil field; however, average operational/lifting cost (operational expenditure or 

OPEX) within Asia is at USD9.5 per barrel (US Energy Information Administration, 2014b). This same 

rate is assumed for the purpose of this analysis. 
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3.6  Price Assumption 

 

Three Brent spot crude oil prices were assumed: low, medium and high. The highest average annual Brent 

spot crude oil prices from 1987-2040 based on nominal dollar value of 2012 was USD141.46, while the 

lowest was USD17.2 (US Energy Information Administration, 2014a). Two prices were used to arrive at 

medium oil price - i.e. 141.46 plus 17.2 divided by 2, which equals to 79.33. Thus, USD79.33 was used as 

medium oil price. In summary, three Brent oil prices were assumed: high, medium and low with values of 

USD141.46, USD79.33 and USD17.2 respectively. It is important to note that the duration for the 

development used in this study i.e. 2012 - 2019 is covered by the Brent oil price projection of 1987-2040, 

providing sufficient justification for prices assumed in the analysis.  

 

3.7  Service Fee Assumption 

 

Service fee is otherwise called contractor-per-barrel remuneration. The rate has not been clear for 

Malaysian RSCs, however, available press releases revealed that contractors are entitled to per barrel 

remuneration fee attached to performance. Only Lacouture (2013) reported that contractors are entitled to 

10% of per barrel revenue as a remuneration fee, therefore, this is assumed in the analyses.  

 

3.8  Discount Rate Assumption 

 

Most studies on the influence of petroleum tax regime changes on investment assume 15% discount rate 

for computation of DCF (Kaiser & Pulsipher, 2004; Saidu & Mohammed, 2014). Upon computation of 

DCF based on the aforementioned rate, AGR was computed at different oil prices and reserves scenarios. 

 

3.9  Analytical Procedures 

 

The assumptions set out above were used to calculate the DCF and AGR of the marginal fields used in 

this study under different scenarios relating to oil prices and reserves levels. The computations were 

performed using spreadsheet in Excel.  
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4.  ANALYSIS AND RESULT 

 

The output from such analysis is depicted in Figure 1 below. 

Figure 1: Marginal Oil Field AGR under Different Oil Price and Reserve Levels 
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Following the analysis presented in Figure 1 above, Table 4 depicts the result of the study.  

 

Table 4: Results 

 

Hypotheses 1, 2, and 3 hypothesised that the new tax regime under RSC fiscal terms has higher investor AGR under high oil price-

high reserve, high oil price-medium reserve and high oil price-low reserve respectively. Results in Table 4 revealed that the three 

hypotheses were not supported. Specifically, the results revealed that the investors’ AGR under high oil price-high reserve (PSC-

AGR= 33%, RSC-AGR =23%), high oil price-medium reserve (PSC-AGR= 35%, RSC-AGR =28%) and high oil price-low reserve 

(PSC-AGR= 38%, RSC-AGR =32%) are higher under the R/C factor PSC tax regime compared to the RSC tax regime.   

 

 

  AGR  

Hypotheses Statements PSC RSC Results 

H1 New tax regime under RSC has higher AGR under High Oil Price-High Reserve 33% 23% Not supported 

H2 New  tax  regime under RSC has higher AGR under High Oil Price-Medium Reserve 35% 28% Not supported 

H3 New  tax  regime under RSC has higher AGR under High Oil Price-Low Reserve 38% 32% Not supported 

H4 New  tax regime under RSC has higher AGR under Medium Oil Price-High Reserve 34% 64% Supported 

H5 New  tax regime under RSC has higher AGR under Medium Oil Price-Medium Reserve 42% 39% Not supported 

H6 New  tax regime under RSC has higher AGR under Medium Oil Price-Low Reserve 37% 49% Supported 

H7 New  tax  regime under RSC has higher AGR under Low Oil Price-High Reserve 48% 120% Supported 

H8 New  tax regime under RSC has higher AGR under Low Oil Price-Medium Reserve 67% 142% Supported 

H9 New  tax  regime under RSC has higher AGR under Low Oil Price-Low Reserve 60% 191% Supported 
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Hypotheses 4, 5 and 6 proposed that the new tax regime under RSC fiscal terms has higher 

investor AGR under medium oil price-high reserve, medium oil price-medium reserve and 

medium oil price-low reserve respectively. The results in Table 4 revealed that hypotheses 4d and 

4f were supported while hypothesis 4e was not supported.  Specifically, the result showed that the 

AGR under medium oil price-high reserve (PSC-AGR= 34%, RSC-AGR =64%), medium oil 

price-low reserve (PSC-AGR= 37%, RSC-AGR =49%) are higher under fiscal regime for RSC 

than for R/C factor PSC. However, the AGR under medium oil price-medium reserve (PSC-

AGR= 42%, RSC-AGR =39%) is higher under the tax regime for PSC than for RSC. 

 

Hypotheses 7, 8, and 9 postulated that the new tax regime under the RSC fiscal terms has higher 

investor AGR under low oil price-high reserve, low oil price-medium reserve and low oil price-

low reserve scenarios respectively. The results in Table 4 revealed all these three hypotheses 

were supported. Specifically, the results highlighted that investors’ AGR under low oil price-high 

reserve (PSC-AGR= 48%, RSC-AGR =120%), low oil price-medium reserve (PSC-IRR= 67%, 

RSC-IRR =142%), and low oil price-low reserve (PSC-IRR= 60%, RSC-IRR =191%) are higher 

under the RSC tax regime than the R/C factor PSC tax regime.  

 

5.  CONCLUSION AND POLICY IMPLICATION 

 

The study simulated the influence of the new tax regime for marginal oil fields in comparison to 

the old one under nine different scenarios relating to oil prices and reserves levels. The result 

revealed that out of the nine scenarios analysed using R/C factor PSC and RSC tax terms at 

different oil prices and reserve levels for the evaluation of investors’ access to gross revenue for 

marginal oil fields, the RSC is favoured by five scenarios compared to four for the R/C factor 

PSC.  

 

Considering the assumptions employed in the simulation, the results should be applied with 

caution. Employing assumptions relating to oil prices, reserve levels, depletion rates, costs, fiscal 

terms and discount rate has been a norm in scenario based analysis, thus, this study is not an 

exception. 
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Although the tax regime under the RSC arrangement was favoured by a majority of the scenarios 

- with the exception of those relating to high oil prices - it is recommended that offering windfall 

incentives to investors of marginal oil fields in high oil price environment would likely improve 

the fields’ attractiveness. This finding implied the need for windfall incentives for investors of 

marginal oil fields during soaring oil prices.  

 

6.  DISCLAIMER 

 

The view expressed in this article is that of the authors.  It does not form an opinion for any 

company or organisation. The analysis is just a simulation. It should not be solely relied upon for 

decision. It only gives highlights of prospects for marginal oil fields development projects in 

Malaysia.  

 



207 

 

 

 

7. REFERENCES 

 

Abdo, H. (2010). The Taxation of UK Oil and Gas Production: Why the Windfalls Got Away. 

Energy Policy, 38(10), 5625-5635.  

 

Coastal Energy. (2012). Malaysian Risks Service Contract Corporate Presentation 2012: Coastal 

Energy. 

 

Economic Transformation Programme. (2010). Chapter 6: Powering the Malaysian Economy 

with Oil, Gas and Energy.  Kuala Lumpur. : Government of Malaysia 

 

Emeka, E. E., David, O. O., Yun, P., & Li-Fei, X. (2012). Investment Decision and Profitability 

Analysis in an Upstream Petroleum Sector. Journal of Economics & Engineering, 3(1), 28-34.  

 

Ghandi, A., & Lin, C.-Y. C. (2014). On the Rate of Return and Risk Factors to International Oil 

Companies in Iran's Buy-back Service Contracts.  

 

Hao, H., & Kaiser, M. J. (2010). Modelling China’s Offshore Production Sharing Contracts 

Using Meta Analysis. Petroleum Science, 7(2), 283-288.  

 

Johnston, D. (1994). International Petroleum Fiscal Systems and Production Sharing Contracts. 

Tulsa: PennWell Books. 

 

Johnston, D. (2002). Current Developments in Production Sharing Contracts and International 

Concerns: Retrospective Government Take – Not a Perfect Statistic Petroleum Accounting and 

Financial Management Journal, 21(2), 101-108.  

 

Johnston, D. (2007). How to Evaluate the Fiscal Terms of Oil Contracts. Escaping the resource 

curse, 51-88.  

 

Kaiser, M. J. (2007). Fiscal System Analysis—Concessionary Systems. Energy, 32(11), 2135-

2147. doi: http://dx.doi.org/10.1016/j.energy.2007.04.013 

http://dx.doi.org/10.1016/j.energy.2007.04.013


208 

 

 

 

Kaiser, M. J., & Pulsipher, A. G. (2004). Fiscal System Analysis: Concessionary and Contractual 

Systems used in Offshore Petroleum Arrangements. US Department of the Interior, Minerals 

Management Service, Gulf of Mexico OCS Region, New Orleans, La. OCS Study MMS, 16, 78.  

 

Kazikhanova, A. (2012). Investment Climate in the UKCS after the Budget 2011 Changes. Msc, 

University of Aberdeen, Aberdeen.    

 

Kemp, A. G., & Stephen, L. (2012). Prospects for Activity in the UK Continental Shelf after 

Recent Tax Changes: the 2012 Perspective. Aberdeen Centre for Research in Energy Economics 

and Finance, North Sea Study Occasional Paper No. 125.  

 

Lacouture, J. (2013). Tax Incentives to Boost Malaysian Oil Production, Energy Global. 

Retrieved from 

http://www.energyglobal.com/upstream/exploration/18112013/Tax_incentives_boost_Malaysia_

oil_production/ 

 

Lee, E. T. H. (2013). Scope For Improvement: Malaysia’s Oil And Gas Sector. Retrieved from 

http://refsa.org/wp/wp-content/uploads/2013/07/OG-Scoping-Report-Malaysia-final-

20130701.pdf 

 

Ley, L. N. (2012). Member Country Report of Malaysia 48th CCOP Annual Session (Part 1) 5-8 

November 2012. Langkawi, Malaysia: Coordinating Committee for Geoscience Programmes in 

East and Southeast Asia. 

 

Malaysia Petroleum Resources Corporation. (2014). History of Oil and Gas Industry in Malaysia  

Retrieved 05/05/2014, 2014, from http://www.mprc.gov.my/industry/history-of-oil-gas-in-

malaysia 

 

Manaf, N. A. A., Saad, N., Ishak, Z., & Mas’ud, A. (2014). Effects of Fiscal Regime Changes on 

Investment Climate of Malaysia's Marginal Oil Fields: Proposed Model. Procedia - Social and 

Behavioral Sciences, 164(0), 55-61. doi: http://dx.doi.org/10.1016/j.sbspro.2014.11.050 

 

Mas’ud, A., Manaf, N. A. A., & Saad, N. (2014). Comparison of Petroleum Fiscal Regime within 

Malaysia. Petroleum Accounting and Financial Management Journal 33(2).  

http://www.energyglobal.com/upstream/exploration/18112013/Tax_incentives_boost_Malaysia_oil_production/
http://www.energyglobal.com/upstream/exploration/18112013/Tax_incentives_boost_Malaysia_oil_production/
http://refsa.org/wp/wp-content/uploads/2013/07/OG-Scoping-Report-Malaysia-final-20130701.pdf
http://refsa.org/wp/wp-content/uploads/2013/07/OG-Scoping-Report-Malaysia-final-20130701.pdf
http://www.mprc.gov.my/industry/history-of-oil-gas-in-malaysia
http://www.mprc.gov.my/industry/history-of-oil-gas-in-malaysia
http://dx.doi.org/10.1016/j.sbspro.2014.11.050


209 

 

 

 

Mas’ud, A., Manaf, N. A. A., & Saad, N. (2015). Simulating of the Influence of Fiscal Regime 

Adjustment on Marginal Oil Field’s Investment Climate in Malaysia. Paper presented at the 

International Conference on Accounting Studies, Johor Bahru. 

 

Mead, W. J., Muraoka, D. D., & Sorensen, P. E. (1982). The Effect of Taxes on the Profitability 

of US Oil and Gas Production: A Case Study of the OCS Record. National Tax Journal, 21-29.  

 

Mehden, F., & Troner, A. (2007). Petronas: A National Oil Company With An International 

Vision. Rice University: James A Baker III Institute of Public Policy and Japan Petroleum 

Energy Centre. 

 

Nakhle, C. (2007). Do High Oil Prices Justify an Increase in Taxation in a Mature Oil Province? 

The Case of the UK Continental Shelf. Energy Policy, 35(8), 4305-4318.  

 

Nakhle, C. (2010). Petroleum Fiscal Regimes: Evolution and Challenges. In P. Daniel, M. Keen 

& C. McPherson (Eds.), The Taxation of Petroleum and Minerals Principles, Problems and 

Practice.pp. 75-86. New York: Routledge.  

 

Nakhle, C., & Hawdon, D. (2004). Evaluating Government Fiscal Policy in Maintaining the 

Attractiveness of the UK North Sea Province- A Time Line Analysis. 24th Annual IAEE North 

American Conference.  

 

Njeru, K. A. (2010). Kenya Oil & Gas Fiscal Regime: An Economic Analysis on Attainment Of 

The Government Objectives. CAR CEPMLP Annual Review, 12, 1-34.  

 

Offshore Tecnology.com. (2014). KBM Cluster Fields Development, Malaysia Retrieved 

November, 20, 2014, from http://www.offshore-technology.com/projects/kbm-cluster-fields-

development/ 

 

Onaiwu, E. (2009). How Do Fluctuating Oil Prices Affect Government Take Under Nigeria's 

PSCs? CEPMLP Annual Review, 13, 1-19.  

 

Otto, J., & Cordes, J. (2002). The Regulation of Mineral Enterprises: A Global Perspective on 

Economics, Law and Policy: Rocky Mountain Mineral Law Foundation Westminster, Colorado. 

http://www.offshore-technology.com/projects/kbm-cluster-fields-development/
http://www.offshore-technology.com/projects/kbm-cluster-fields-development/


210 

 

 

 

Saidu, S., & Mohammed, A. R. (2014). The Nigerian Petroleum Industry Bill: An Evaluation of 

the Effect of the Proposed Fiscal Terms on Investment in the Upstream Sector. Journal of 

Business and Management Sciences, 2(2), 45-57. doi: 10.12691/jbms-2-2-3 

 

US Energy Information Administration. (2014a). Annual Energy Outlook 2014 Early Release  

Overview Retrieved 18th Feb, 2015, from 

http://www.eia.gov/foreercasts/aeo//pdf/0383er%282014%29.pdf 

 

US Energy Information Administration. (2014b). How Much Does it Cost to Produce Crude Oil 

and Natural Gas?  Retrieved 18th January, 2015, from 

http://www.eia.gov/tools/faqs/faq.cfm?id=367&t=5 

 

Wei, Q. H. (2011). Industry Focus: Oil & Gas Companies. In W. M. Tek (Ed.), Malaysia Equity 

Research PP 11272/04/2012. Kuala Lumpur HWANGDBS Vickers Research Sdn Bhd. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.eia.gov/foreercasts/aeo/pdf/0383er%282014%29.pdf
http://www.eia.gov/tools/faqs/faq.cfm?id=367&t=5


211 

 

 

 

8. AUTHORS 

 

Dr. Nor Aziah Abd. Manaf, CFiA is an Associate Professor at the School of Accountancy, 

College of Business, Universiti Utara Malaysia, and is currently the deputy dean of the school. 

She holds a degree in BAcct (Hons.) (UUM) and MBA (Acctg) (Sheffield, UK). She completed 

her PhD in 2004 at Nottingham University Business School, UK. Her areas of expertise cover 

topics such as taxation, company secretarial practices, corporate governance and PBL. She has 

published research papers in several refereed journals and authored a few books. She is a team 

leader for the Fundamental Research Grant Scheme (FRGS) with code number 12930. 

 

Dr. Natrah Saad is a Senior Lecturer at the School of Accountancy, Universiti Utara Malaysia 

(UUM). She obtained her PhD in Taxation from University of Canterbury, Christchurch, New 

Zealand in 2011. Throughout her service, she has taught taxation at both undergraduate and 

postgraduate levels in addition to other financial accounting courses. Her research interests focus 

primarily in the field of taxation.  Specific topics include compliance behaviour, compliance cost, 

tax administration, petroleum and environmental tax.   

 

Mr Abdulsalam Mas’ud, CNA is a Lecturer at the Department of Accountancy, Hussaini 

Adamu Federal Polytechnic, Jigawa State - Nigeria. He obtained a B.Sc. (Accounting) from 

Bayero University, Kano – Nigeria in 2005 with second class Upper. He won the prestigious 

Petroleum Technology Development Fund (PTDF), Nigeria in 2009, which led to his enrolment 

into M.Sc. (Oil and Gas Accounting) at Dundee Business School, University of Abertay - 

Dundee, UK and he graduated in 2010 with Distinction. He is currently a PhD candidate at 

Othman Yeop Abdulllah Graduate Business, Universiti Utara Malaysia. His areas of 

specialisation cover oil and gas accounting, taxation and financial reporting, where he has 

published articles in high indexed journals 

 



Dewan Akauntan
Unit 33-01, Level 33, Tower A, The Vertical
Avenue 3, Bangsar South City
No. 8, Jalan Kerinchi,
59200 Kuala Lumpur
Malaysia
[phone] +603 2722 9000 [fax]    +603 2722 9100
[web]     www.mia.org.my  [email] technical@mia.org.my


