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Asimilar thinking as the Institute’s has evolved in the Ministry of Education,
i.e. it plans to introduce a 12-year school system (Sunday Star, 2 Jan 2000).
The Minister of Education, YBhg Tan Sri Musa Mohamad, felt that 12 years,

instead of 13 years, would be sufficient for students to move on to tertiary education,
judging from other countries’ experience. This is a refreshing development — when
it comes to pass, it will augur well for our country.

The Institute’s proposal appeared in its Memorandum to the Ministry of Finance,
which was submitted in July last year. Among other things, it stressed the impor-
tance of developing our nation’s human capital to enhance national competitiveness.

Specifically, the Institute had suggested that schooling should begin a year earlier
(currently, between six and seven years old), in line with the practice of several devel-
oped and newly industrialising countries. This way, the Institute pointed out, “we can
augment the supply of semi-skilled and skilled manpower to meet the increasing de-
mand, as we move towards Vision 2020 ... a developed country.”

Indeed, our country would need to expedite the churning out of a sufficient pool of
skilled manpower to meet the demands of the 21st Century. The faster we do it, the
better the chances of attaining the cherished developed country status, and becom-
ing a respected and internationally competitive country.

Undoubtedly, we would need more semi-skilled and skilled manpower of every
kind, including innovators, scientists, thinkers and researchers. Research and devel-
opment expenditure — currently at only 0.3 per cent of Gross National Product — is
still woefully low, compared with three per cent in the US and Japan. Much more
needs to be done to get the numbers up.

Also, the quality of our research and innovative capability must be raised several
notches higher. This issue’s article on research proposals and ideas, which are appli-
cable across disciplines including accountancy and auditing, is particularly useful in
this regard. As the author rightly pointed out, properly researched articles can yield
“true and fascinating ideas”, benefiting the many and various professions or indus-
tries, as well as our country. A sampling of such ideas is evident, for example, in the
scholarly articles on minority shareholders remedies, how auditors can create value
and reporting on extraordinary items among the public-listed companies, which ap-
pear in this issue.

We have also tried to serve a wide ‘menu’ catering for the diverse appetite of our
readers. This ranges from top tips on writing skills and protocol to insights on love
and roses! Not to mention advances in biotechnology, and the Presidential message
on inter alia “not just barking, but biting” authorities.

 There is also the breezy piece on the ‘Young Accountants Conference’ for both the
young and the young-at-heart. May our young accountants salivate at the thought of
this offering. Well, see you there at the Conference!
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FROM THE PRESIDENT’S DESK

Enter the Golden Dragon

W e have just ushered in the new

millennium last month. There

was much anticipation before

that historical moment when

the clock struck midnight to mark the be-

ginning of a whole new era.

The hype and preparations for the big

event, which even included conceiving at

the right time in order to give birth to a

millennium baby, are all over.

We are also thankful the dreaded Y2K

bug was defeated, sparing us a nation-wide

blackout, disrupted flights, poisonous

drinking water and other calamities.

We are now waiting for another exciting

event — the dawning of the “Year of the

Dragon’’, which comes once every 12

years.

The Chinese believe that the dragon is

one of the most powerful signs in the Chi-

nese Zodiac and year 2000 happens to be

the year of the Golden Dragon, adding the

prospect of greater prosperity to the year

ahead.

In Malaysia, the dragon year is not only

dear to the hearts of the Chinese, but to

many non-Chinese as well.

Why?

Because it was during the dragon’s last

‘appearance’ in 1988 that the country be-

gan a cycle of unprecedented prosperity af-

ter the last recession ended in 1987.

Likewise, Malaysians are hoping that the

dragon cycle this time would see history

repeating itself, as we pull out of an equally

unprecedented recession.

However, as much as luck may count for

some, it cannot be a true reflection or meas-

ure of a successful life. Much depends on

hard work, careful planning and persever-

ance.

For many of us, we have enjoyed good

times and later weathered through the bad

at least once. Now, as the country is recov-

ering from recession, we must take stock

of what has happened and avoid making

the same mistakes of the past.

We have to move forward with much

care. We have learnt that many mistakes

from the past came about due partly to the

lack of accountability. And there have been

several corporate ‘Titanics’.

Many who have survived the economic

crash have stories to tell, but more impor-

tantly they want action. They want to see

action taken, whether in enforcing more

effectively existing laws, amending out-

dated legislations or introducing and im-

plementing new ones, to nab offenders.

We know that to do so takes time, but

fortunately the Government has taken the

first step towards this direction. The for-

mation of the Malaysian Institute of Cor-

porate Governance (MICG) and the Im-

plementation Project Team of the High

Level Finance Committee on Corporate

Governance are laudable initiatives that

have been undertaken. These days, the

Securities Commission and the Kuala

Lumpur Stock Exchange are not just bark-

ing, but biting.

The MICG has defined good Corporate

Governance as the “… honest, ethical and

transparent way an enterprise conducts it-

self throughout its corporate life cycle from

intention to actualisation in terms of the

structure, processes, accountability and

practices towards setting and achieving its

goals of ensuring profitability, enhancing

long-term value for its shareholders and

commitment towards its other stakeholders

from employees to its customers, suppli-

“These days, the Securities Commission and the Kuala

Lumpur Stock Exchange are not just barking, but biting.”
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ers, providers of credit, the community, the

government and in the final analysis to the

future generations.”

It may be a mouthful, but in a nutshell it

strives to make Malaysia a more credible

investor destination with a human face, and

leaving a legacy of prudent, and good cor-

porate and social values for our children

and their children after them.

The Government has recently been re-

turned to power by the people in the coun-

try. This, in itself, shows a confidence in

their ability in all that has been done, and

now they are once again entrusted with the

future of our country.

An added or desirable jewel to the

achievements would be enhanced ac-

countability. True, we have grown in ma-

turity as a nation. But as we move for-

ward, self-discipline must be fur ther re-

inforced and there should be no letup

in bringing to book all those who seek

ill-gotten gains, both in the private and

public sectors.

Set up the monitoring infrastructure and

live by them “without fear or favour” — a

core value that is enshrined in the National

Economic Recovery Plan. This will en-

hance the nation’s image and credibility,

while regaining confidence that is critically

needed to set the country on a sustainable

growth path.

We are happy to say that the Institute too

has played its role by submitting a memo-

randum last year on how to enhance Cor-

porate Governance to the National Eco-

nomic Action Council (NEAC).

One of our recommendations was that

auditors of public-listed companies (PLCs)

should be changed every three to five

5

“True, we have grown in maturity as a nation. But as we move

forward, self-discipline must be further reinforced and there

should be no let-up in bringing to book all those who seek

ill-gotten gains, both in the private and public sectors.”

VISION AND MISSION

The Malaysian Institute of Accountants is the exclusive accountancy body, repre-
senting the voice of all accountants in Malaysia and a leading partner in nation-

building. The Institute is committed to serving the profession and the nation with
integrity and professionalism.

Its mission is :

* To promote and monitor professional standards and integrity.

* To provide education and training to meet the challenge of the

ever-changing global economy.

* To conduct and promote research and development for the

enhancement of the profession.

years, as an effort to regain market confi-

dence. Underlying this proposal was the

concern that the lack of transparency on

the true state of financial reports had con-

tributed to the erosion of investor confi-

dence in the economy.

Rotating the Statutory Auditors would

greatly enhance the public’s perception on

the auditors’ independence. The move will

also improve an auditor’s objectivity.

The other important recommendation we

made was that an

Accountant should

be the one who signs

the Statutory Decla-

ration, which refers

to the companies fi-

nancial records.

Currently, a di-

rector without the knowledge or experi-

ence to ensure the truth and fairness of the

documents can sign the declaration. Un-

der the Companies Act, 1965, the only two

positive qualifications for a person to be a

director are to be human and of full age.

“… an Accountant should

be the one who signs the

Statutory Declaration ….”

The proposal that we made was to en-

sure that at least a member of the PLC’s

audit committee be an Accountant. This re-

flects the Institute’s commitment to en-

hance Corporate Governance, as auditors

and accountants are the professionals who

produce and vet financial values.

In the absence of sufficient information,

it goes without saying that markets are al-

ways fearing the worst. The Asian finan-

cial crisis was fuelled when investors fled,

claiming inter alia a lack of transparency

of financial reports. A common gripe was

that companies were not what they were

valued at. Therefore, the importance of re-

storing confidence in our capital markets

cannot be overstated.

We are glad to have discharged our re-

sponsibilities by taking many small steps

towards that di-

rection. I person-

ally hope that the

small seeds of

change we have

planted will bear

much fruit in the

years to come,

just as anxious parents-to-be of the long-

awaited Golden Dragon babies hope that

one day their children will grow up as dy-

namic and good citizens of the country.

Lastly, Gong Xi Fa Cai to all those cele-

brating Chinese New Year.
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Research 
HIDDEN ART IN FORMUL

 Research 

“Writing a research proposal demands a

thorough thinking and perception

towards shaping the project, and the

procedures that are involved in dealing

with intricate research problems.”

Introduction

Aresearch proposal is a study plan
of an intended investigation that
is to be pursued. The study plan

describes why and how one intends to re-
search a particular aspect of a topic. It is
useful as it serves as a blueprint for direct-
ing and organising the research efforts in
various stages of the process involved. Fur-
thermore, it assists in both time and re-
source management while undertaking the
project.

A well-conceived research proposal os-
tensibly pays rich dividends. The research
proposal is also a necessary document re-
quired by academic institutions and spon-
sors of the research study to evaluate the
worthiness of the project, as well as as-
cer taining the competence of the re-
searcher.

 R E S E A R C H  P R O P O S A L

F E AT U R E

By Assoc. Prof. Dr. Jeyapalan Kasipillai
and Assoc. Prof. Dr. Dawood M. Mithani

Characteristics of a
Research Proposal

Formulating a research proposal is
both a science and a ‘hidden’ art.
The research proposal involves a

series of statements pertaining to the ac-

tion plan of the study efforts in the chosen

field of inquiry. It implies the specification

of research study questions. Writing a re-

search proposal demands a thorough

thinking and perception towards shaping

the project, and the procedures that are

involved in dealing with intricate research

problems.

The following has to be taken into ac-

count in preparing a template for a re-

search proposal that would be considered

by the reviewer :

● Is the study directed to a significant

problem?

● Has the researcher prior knowledge of

the area of research?

● Is the researcher familiar with the lit-
erature surrounding the area of study?

● Does the researcher have a good idea
of how to obtain the required data?

Background to the Study

Before deciding a suitable research
topic, one needs to collect informa-
tion about what others have al-

ready done on the subject. A review of the

background to the study is essential to

avoid duplication of work. It also provides

a clue for a further research inquiry. One

can discover ‘gaps’ in existing literature

and hence endeavour to fill them by un-

dertaking new research.

A review of past studies has a significant

role in that it lays down the assumptions

against which the quality of the research

will be judged. This entails providing a criti-

16
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“A question is often posed :

‘How does one exhibit new

and interesting ideas?’ For

this, there are no magic

formulae. What is actually

required is sheer hard work

and a passion for what one

does.”

cal analysis of previous research, not just
a summary of prior studies.

A review of existing literature should,
therefore, involve learning, critically exam-

ining and appraising the approaches and
presentation of work concerning other re-

searchers in the field. Very often, an ex-
tensive critical review of existing literature

on the concerned topic is required in the
case of a doctoral dissertation. In other

instances, an overview of the literature on
the topic concerned and problems pecu-

liar to the subject would serve the purpose.
Extensive literature review could go on

for a couple of months to a year. In locat-
ing the literature on the concerned area of

interest, the researcher should devise a list
of published materials in a systematic man-

ner for future reference. In this regard, a
reference list comprising a bibliography of

journals, books and other articles will
make the search of relevant literature easy

and time-saving.

Research Ideas

Aresearch idea should be innovative
and be of interest to the reader. A
reviewer who evaluates a research

proposal would look for interesting and
new ideas. Research proposals are often in-
teresting and even innovative if they are
able to refute generally accepted ideas.
Proposed ideas, however, may not be in-
teresting if they confirm expectations or
the findings are obvious to everyone.

A question is often posed : “How does
one exhibit new and interesting ideas?” For
this, there are no magic formulae (Outslay,
1994). What is actually required is sheer
hard work and a passion for what one does.

Before one develops an interesting idea,
it is important to know what the research
audience craves to know. A research idea
can be developed by various means. For
instance, a researcher should constantly
read leading academic and professional
journals, and look out for important leads

17

in his or her area of interest. One should
attend seminars and conferences to keep
abreast of current developments in his or
her area of expertise. Joint research stud-
ies with other academicians, too, could pro-
vide synergy in stimulating the develop-
ment of true and fascinating ideas.

 Proposal
LATING A

 Proposal
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Presentation

The craft of writing an appealing re-
search proposal lies in its good or-
ganisation and concise presenta-

tion. Of course, legibility, readability and
clarity of presentation are prerequisite re-
quirements. It is also presumed that before
writing a research proposal, the researcher
has comprehended the research process
involved in the study.

In the light of the discussion in preced-
ing sections, an illustrative scheme format
of a research proposal is narrated below.

Title Page

The cover page includes :

i Title of research project.

ii Author’s full name/designation.

iii Particulars of author’s employer.

iv Telephone and fax numbers, and
e-mail address.

An outline of the contents of a proposed
thesis is presented in Appendix 1.

Table of Contents

It is useful to provide an outline of the
research proposal to the reader. For exam-
ple, a table of contents provides an index
to the specific sections of the document.
Each heading stated in the table of contents
should bear its relevant page number in the
document. The table of contents is only
prepared after the draft proposal is final-
ised.

Background

The planned area of study has to be
clearly conveyed to the reader. An under-
standing of the background of the pro-
posed study may be provided by highlight-
ing previous research problems. The intro-
duction should be summarised within 200-
300 words. An outline of the problem state-
ment would logically follow in the next sec-
tion.

Research Problem

This section would outline the research
problem that is to be investigated. The sig-
nificance of the problem and the need for

the research is to be highlighted. There is
no standard formula as to how to state the
research problem.

A researcher, however, needs to empha-
sise the seriousness of the research prob-
lem. The relationship between the problem
and the established theory may be indi-
cated. The implications of the problem, the
need for a solution and the impact of new
research findings on existing literature has
to be spelt out. Furthermore, the problem
statement should be such that it would
arouse the curiosity of the readers, capture
their interest and draw attention towards
the proposed research study.

“The craft of writing an

appealing research proposal

lies in its good organisation

and concise presentation. Of

course, legibility, readability

and clarity of presentation

are prerequisite

requirements.”

18

Deep thoughts are needed to craft research proposals
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Objectives of Proposed Study

Ideally, the statement of the problem
should be followed by a statement of ob-
jectives of the proposed study. The purpose
of the study should, therefore, link up with
the problem stated.

In this regard, the objectives of the study
need to be clarified. Specific and concrete
statements of the purpose, in order of impor-
tance, should be laid down as it is crucial to
the research design and project planning. The
whole gamut of the research activity flows
from the purpose of the study. Although the
research proposal forms the basis of one’s re-
search programme, it is subject to numerous
amendments with the passage of time.

The purpose directs the research efforts.
For example, it sets the stages in conduct-
ing the research. The major research ques-
tions that are to be investigated emerge
from the project goals of the study. It pro-
vides a clue to the appropriate methodol-
ogy that is to be adopted.

Overview of Literature

The research proposal should con-
tain a summary of existing litera-
ture that would provide a back-

ground to the study. Major findings of previ-
ous research should be highlighted, and their
lacuna and shortcomings may be indicated
to justify the need for the proposed research.

As mentioned earlier, the review of ex-
isting literature has a definite purpose and
a significant role in the proposed study :

i It reflects upon the researcher’s com-
prehension of the subject.

ii It demonstrates the ability of the re-
searcher in conveying the known facts
with logical consistency and his or her
skills in critically evaluating the re-
search work of other scholars.

iii It aims at making the researcher con-
versant of studies already done in the
concerned area of research.

iv It serves as an inspiring background
to formulate the hypotheses for the
present study. It helps to strengthen pre-
viously perceived hypotheses by the re-
searcher and building additional hypoth-
eses for the correct perception of the re-

The literature review may
have three dimensions :

i The researcher has to
trace the historical back-
ground or genesis of the
problem.

ii The researcher has to
examine the theoretical
basis of the problem.

iii It involves a survey of
existing and new litera-
ture that is being re-
searched on in the con-
cerned problem. A re-
searcher can search the
concerned literature
through indexes, bibli-
ographies and cata-
logues. Reference lists
given in learned articles
can also provide the clue
to an appropriate
search.

In short, a literature re-
view is necessary because it
may provide a clue to the an-
swers to many of the ques-
tions posed by researchers,
as well as stimulate new
ideas not thought of before.
It would also assist in devel-
oping new models and refin-
ing the methodology used
to undertake the research
(Cooper, 1989).

Research Question and
Hypotheses

Ideally, the proposal should contain
specification of the research questions
and hypotheses. The research ques-

tions should be clearly stated in such a
manner as to imply the possibility of its
solution through empirical research.

A hypothesis, on the contrary, is a tenta-
tive explanation about the relationship be-
tween two or more variables. The main re-
search question should be followed by a
number of sub-questions to capture a full
understanding of the concerned problems
of the intended study.

19

search study. Besides, it would give an
idea as to how one should categorise the
data, explore relationships between
facts, draw inferences, build arguments
and derive conclusions by supporting or
refuting the hypotheses. Moreover, it
would assist in avoiding duplication of
work already done by others.

The rationale behind the proposed study
needs to be specified. The ‘gaps’ in the area
of research highlighted in the literature re-
view will provide justification to undertake
a fresh study. The current socio-economic
issues at national or international level can
also be the cause of the intended research.
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ii Rising income tax rates (T) would lead
to higher tax evasion (E).

The hypothesis is not an established
principle of fact by itself. Its validity is to
be tested. It needs to be confirmed, ac-
cepted or rejected empirically in the light
of the data analysis. A hypothesis, though
derived from a research question, substan-
tially differs from the latter. While the re-
search question raises the question of how
variables are related to one another, a hy-
pothesis provides a tentative answer to that
question.

For example :

The research question could be
stated as follows : “Is inflation a
monetary phenomenon?” The hy-
pothesis in this regard is : “An in-
crease in growth of money supply
leads to a rise in the price level.”
This hypothesis is to be tested on
the basis of data on money supply
and price indices collected over a
period of time. Their relationship
needs to be empirically confirmed.

Further, the hypothesis provides a clear
idea as to how, through empirical research,
the problem earlier identified can be
solved. In our illustration, if it is empirically
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observed that the relationship between
money supply and price level is signifi-
cantly of a high degree, hence, we can in-
fer that the problem of inflation can be dealt
with by lowering the growth rate of money
supply.

Besides, unlike the research question,
the hypothesis can be shown to be false
through research. For example, one may
find that there exists no significant corre-
lation between the money supply and the
price level in a particular country and,
hence, disapprove the monetarists’ expla-
nation of inflation.

The worthiness of a hypothesis lies in
its relevance to the study undertaken, clar-
ity and simplicity of the research state-
ment. A hypothesis should provide an an-
swer to the question raised by the prob-
lem statement. It must be stated prior to
the collection of data, i.e. before gathering
the evidence. Indeed, the competence of a
researcher is judged on the basis of his or
her hypotheses formulation.

Methodology and Data
Collection

The research proposal should incor-
porate the methodology involved
and the nature of data collection

pertaining to the proposed study. Method-
ology in general relates to the procedure
and mode of investigating the research
problem. It also ascertains the use of in-
struments for testing the hypotheses and
evaluating information through data analy-
sis by applying quantitative techniques.
The methodology section also suggests
specific set of procedures to be followed
in conducting the research inquiry. It tes-
tifies the use of scientific approaches for
developing confidence in the validity of in-
ferences and conclusions of the research
output.

Appropriateness of the methodology en-
sures the quality of the research. Specifi-

cation of methodology is, therefore, essen-
tial to earn credibility to the research

project. It also provides the authenticity for
the research to be carried out in a scien-

tific manner, implying systematic observa-
tions, classification, analysis and interpre-

tation of data for a critical evaluation.

For example :

A main question relating to a
project on “Asean Economic Cri-
sis” can be as follows : “What fac-
tors are responsible for the eco-
nomic crisis in the Asean countries
in 1997-98?”. This question can
be followed by the following sub-
questions : Is the currency crisis
a major contributory factor to the
economic crisis? What are the
weaknesses of the economic fun-
damentals in these countries?

In posing such research questions, the
formulation of relevant hypotheses for the
study becomes apparent. In fact, hypoth-
eses are usually formulated and specified
on the basis of research questions pertain-
ing to the problem under investigation. Hy-
potheses provide a focus to the research
study. Hypotheses should be formed such
that they will lead to empirical testing,
which is the main task of the research ac-
tivity (Behling, 1989).

As mentioned earlier, a hypothesis is an
assumption on a tentative generalisation or
explanation about the relationship between
two or more variables. The following two
examples illustrates this point :

i Growth of money supply (M) leads to
rising price level (P).
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The methodology section should incor-

porate an outline of the research design,

the procedures involved along with an ex-

planation of the instruments to be used for

measuring the variables determined in the

study. Other information that is to be pro-

vided should include :

● General characteristics of the study

population and whether the data are

from primary or secondary sources.

● Size of sample, sampling design and

techniques used in collecting the pri-

mary data.

● Period of time series data (if applicable).
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sides enhancing the existing knowledge.
Diagnostic research is policy-oriented —
at best it suggests policy alternatives. The
research design as such may be descrip-
tive-cum-diagnostic (Feldman, 1981).

A descriptive research design merely
describes the phenomena under investiga-
tion. It is essentially pertaining to qualita-
tive characteristics of data explaining the
behavioural data. The diagnostic research
design is characterised by a problem-solv-
ing strategy, examining the inter-relation-
ships among different sets of variables. It
is basically quantitative in approach.

Before planning a research design, one
should be clear about his or her approach

● Details about quantitative analysis of
data.

● Use of specific computer packages.

Research Design

The research proposal must spell
out the research design. The latter
refers to the plan, structure and

strategy of the entire process involved in
carrying out a research study. A research
design serves as the logical basis for an
investigation that is involved in the assem-
bling, analysing and interpretation of data.
Research in academic fields such as eco-
nomics and management have two broad
dimensions : explanatory and diagnostic.

Explanatory is essentially descriptive. It
provides a base for decision-making, be-

to the research investigation : What to ob-
serve? Why observe? Whom to observe?
How to observe? How to collect and ana-
lyse the data? How to interpret the results
and draw inferences?

A sound knowledge of quantitative tech-
niques such as the ability to apply econo-
metric tools and competence in computer
usage are assets that would enhance re-
search activities (Hedrick et al, 1993).

In determining basic concepts in experi-
mental design, one may need to formulate
statistical hypotheses. A statistical hypothesis
is a statement about one or more parameters
of a population. Essentially, statistical hypoth-
eses are not identical to research hypotheses.
Nevertheless, the former is intended hypoth-
eses to be testable forms or representations
of those hypotheses.

Project Schedule

The research schedule has to be

completed within the specified

time. The various stages involved

in undertaking a research include : pre-

paratory work, pilot study, data collection,

data analysis, interpretation of data, report

writing and final draft presentation. A de-

tailed activity schedule for the stages

should be presented through a Gantt chart.

A budget detailing the funds required for

the research project should also be pre-

pared. The budget should be within the

constraint of the maximum grant amount

permitted by the authorities.

Concluding Remarks

Writing an impressive research

proposal is a hidden art. It

should reflect the competence

of the researcher, besides highlighting the

rationale for the proposed study. A vital

aspect of establishing one’s contribution is

to clearly state how his or her research in-

quiry is distinguished from previous re-

search. The researcher should also defend

the choice of research methodology. In this

regard, the researcher should attach the

survey instrument as a supplement for the

readers to examine.

In summing up, the following five C’s are

the inherent features of a scholarly writ-

ten research proposal :
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A Proposed Thesis :  Draft Table of Contents

The following outline can be taken as a guide for prepa-
ration of a draft table of contents to be drawn up at the
beginning of the research. A brief outline of the chap-

ters is provided below.

CHAPTER 1 Introduction

A background to the study that explains the nature of the
problem one is looking at. Outline how one is going to tackle it
and provide a brief synopsis of the thesis.

CHAPTER 2 Problem Statement

Identifying the problem statement. Here, one should sketch
the institutional background and substantiate the importance
of the problem. For example, a thesis concerned with a particu-
lar sector of the economy would outline the history of the sec-
tor, highlighting available statistics that mirror the current situ-
ation, and discuss problems and prospects of the industry.

CHAPTER 3 Literature Review

A critical evaluation of existing literature on the relevant sec-
tor is needed. For example, a thesis about supply responses of
oil palm cultivators in the district of Baling located in Kedah
would require a survey of the theoretical and empirical litera-
ture on agricultural supply in general, and on economic and
econometric studies of the oil palm industry and Malaysian ag-
riculture.

CHAPTER 4 Method of Analysis

How is one going to research the question. Here, one needs
to explain the econometric, statistical or other investigative tech-
niques that are to be used, and relate this to previous studies.
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CHAPTER 5 Data Sources

Describe the available data and state where they come from.
Indicate whether they are readily available and explain the reli-
ability of the data. Provide some descriptive statistics (e.g. use
of averages and standard deviations) that are to be used in the
research. If the researcher is generating his or her own data
(e.g. computing the average income tax rates, in contrast to
varying tax figures that are reported in annual reports), then
the researcher has to explain in detail how the figures were
computed.

CHAPTER 6 Analysis

This is the core of the thesis. It is where one explains the
analysis that has been carried out and the results that were
derived.

CHAPTER 7 Discussion

In this chapter, the researcher discusses the implications of
the results, including policy implications, where relevant. Ob-
viously, the researcher has to state the deficiencies of the re-
search. For example, one could explain how more reliable data
could be obtained, how the questionnaire could be improved
and suggest ways of enhancing the response rate in a mail sur-
vey.

CHAPTER 8 Conclusion

In this concluding section, the researcher would provide an
executive summary of what he or she has done. In this regard,
one could highlight his or her contribution to the body of knowl-
edge in the area of his or her expertise. Briefly explain the weak-
nesses of the research. One could also state the caveats (i.e.
assumptions made) and point out particular research areas that
may develop in the future.
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Calling all accountants! We want to get to know those of you who lead exciting or different

lifestyles after work. From sky-diving, rock-climbing or other adrenaline pumping activities, to

collecting curios, whipping up exotic dishes, or simply, someone with a story to tell.

If you fit the bill, or know of anyone who does, e-mail hazel@mia.org.my with details of contact.

We can also be reached at 03-2274 5055, etx: 273/274. Snail mail can be addressed to :

Communications Department

Dewan Akauntan

2 Jalan Tun Sambanthan 3

Brickfields, 50470 Kuala Lumpur

Why? Because Akauntan Nasional, will in future issues feature human-interest arti-
cles of members. We want to put faces to accountants, and most importantly, dispel the
notion that accountants are a boring lot.

HELP US MAKE THE MAGAZINE ONE THAT YOU WOULD LOVE TO READ.

WE WANT YOU !
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The Role of Management Accounting in Creating Value

FMAC of IFAC Year 1999 Theme Booklet

The Role of Management Accounting in Creating Value

ers and others who use their services. It also aims to provide

IFAC members with a range of viewpoints, shared insights

and acts as a resource for member bodies.

Entitled “The Role of Management Accounting in Creating

Value”, the 1999 Theme Booklet covers a broad range of

topics, embracing the many aspects of value creation in com-

panies, whether they be multinational, small or medium-

sized organisations.

With each issue, we will be publishing one article from

the Theme Booklet to give an idea of the range of articles

from different countries.

TT 
 he Financial and Management Committee (FMAC)

  of the International Federation of Accountants (IFAC)

 publishes annually a set of articles in booklet form,

 drawn from authors in nations whose accounting

 bodies are members of IFAC. Mr. Tay Beng Wah, a

Council member of MIA, serves in the Committee as the

Malaysian representative to the FMAC of IFAC. Another

Council member, Mr. Yue Sau Him, acts as a Technical Ad-

viser.

The Theme Booklet focuses on leading edge issues that

are of interest to management accountants, their employ-

HOW INTERNAL AUDITORS
CREATE VALUE*

Robert H. Brewer, CPA, MBA
VICE PRESIDENT OF INTERNAL AUDIT SERVICES, OFFICE DEPOT INC.

Alan H. Friedberg, PhD., CPA, CISA, CDPR
PROFESSOR OF ACCOUNTING, FLORIDA ATLANTIC UNIVERSITY

Internal auditors are in the appraising and advis-

ing business; they create value by helping others

add value. How internal auditors contribute is best

explained by understanding their function. The

internal auditor’s role includes improving the sta-

tus of customers, shareholders, other stakeholders, top man-

agement and operations management. To demonstrate the

role internal auditors play in the value creation process, the

article explores the meaning of ‘creating value’, describes

the internal audit function, and illustrates how the internal

audit function adds value to each of the positions described.

Internal auditing is an objective, internal activity. It is part

of the organisation’s plan for managing risk; evaluating con-

trols; ensuring compliance with controls, laws and regula-

tions; and governing the organisation. Internal audit func-

tions include understanding and assessing risk; evaluating

the adequacy of techniques used to manage risk; providing

assurance that control and governance processes are oper-

 M A N AG E M E N T  AC C O U N T I N G

F E AT U R E

ating effectively and efficiently; and identifying and recom-

mending changes that would add value. Internal Auditors

can provide advice on how to design a proper control sys-

tem and provide an independent appraisal on how effective

the controls are working.

Organisations have a variety of participants, each with their

own needs. The concept of creating value is addressed to indi-

vidual concerns. The Internal Audit Department through its

unique position as an objective observer applies interpersonal

and technical skills to identify the most pressing problems and

address them. Audit’s use of risk assessment and management

techniques is applied to both the client’s business concerns and

his more personal needs to make Internal Audit welcome in

most situations. By describing the organisational and individual

requirements, it has been shown that Internal Audit Depart-

ment can create value to the organisation.

* This article was submitted by the American Institute of Certified Public Accountants.
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HOW INTERNAL AUDITORS CREATE VALUE

Internal auditors are in the appraising and advising business;
they create value by helping others, throughout the organisa-
tion, add value. How internal auditors contribute is best ex-

plained by understanding their functions in re-
lation to those in the value chain. The internal
auditor’s role includes improving the status of
customers, shareholders, other stakeholders,
top management and operations management.
To demonstrate the role internal auditors play
in the value-creation process, we will explore
the expression ‘creating value’, describe the in-
ternal audit function, and illustrate how the in-
ternal audit function adds value to each of the
positions described.

INTERNAL AUDITING

Internal auditing is an objective, internal activity. It is part of
the organisation’s plan for managing risk, evaluating controls,
ensuring compliance with controls, laws and regulations, and

governing the organisation. Internal audit functions include un-
derstanding and assessing risk, evaluating the adequacy of tech-
niques used to manage risk, providing assurance that control and
governance processes are operating effectively and efficiently, and
identifying and recommending changes that would add value.1

Internal controls are the cornerstone for an Internal Audit De-
partment (IAD). While operations management owns the controls,
the Internal Auditor (IA) is the expert in this area. The IA can
provide advice on how to design a proper control system and pro-
vide an independent appraisal on how effective the controls are.

The responsibilities of an IAD facilitate many of the needs of
those with the organisation. By helping each group meet their
needs, Internal Audit adds value directly to organisations, mem-
bers of organisations and other stakeholders. An example of how
Internal Audit helps satisfy the needs of each group is presented
below.

WHAT IS CREATING VALUE?
HOW DO INTERNAL AUDITORS DO IT?

To examine the concept of creating value, you must first
ask who will benefit. One current business philosophy
addresses a value chain ending with benefits to the busi-

ness’s customer. Customers are only one of several beneficiaries
of a business. Others include owners/shareholders, employees,
unions, communities, vendors, other stakeholders in the busi-

ness’s success, top management and operations management.
Each of these beneficiaries has a different set of wants. The IAD
must be a business partner with operations in order to be effec-
tive change agents for their companies. It cannot operate in an
adversarial role and still be able to create value. An IAD will oper-

ate at the optimum level for value creation when
their services, advice and counsel are being
sought by operation’s management. For exam-
ple, when the acquisition group is evaluating a
potential acquisition, the team assembled to
make a purchase recommendation would in-
clude representatives from internal audit, hu-
man resources, finance, environmental, tax and
legal. In this example, Internal Audit is involved
from the beginning of the project in a support-
ive role.

CUSTOMERS

Customers’ goals must be satisfied. Some of these goals
are obvious such as providing good value for their money
in the sense of pricing consistent with the quantity and

quality of goods and services rendered. Today’s customers are,
however, looking for much more from their vendors. They ex-
pect a business relationship in which the vendor is a partner and
is meeting all of their needs and expectations. Vendors are no
longer a simple supplier; they are part of the team. As such, cus-

tomers expect vendors to help them enforce their policies and
procedures thus reducing the customer’s cost of doing business.
As part of the team, vendors are expected to contribute to the
solution of the customer’s problems. In a good relationship, both
partners facilitate the other’s business without adding to their
problems.

Because organisations are working as a team with both their
customers and vendors, each party to the team must rely on the
performance of the other team members. The spirit of co-opera-
tion among organisations is regulated by each organisation’s con-
trols. Internal audit is responsible for providing an independent
evaluation of controls and to verify that they are operating prop-
erly. Control evaluations include an assessment of the control’s
ability to capture not only the letter of vendor-customer agree-
ments, but the spirit of the agreement as well. Team participants
rely on internal controls to ensure prompt, accurate, reliable and
consistent delivery of quality products or services. For example,
if the customer relies on just-in-time delivery, the vendor’s IAD
will evaluate not only the controls designed to ensure his organi-
sation meets its commitment, but also will look for ways to im-
prove the organisation’s operations to more effectively meet the
customer’s expectations. As a further benefit to customers, inter-
nal audit may benchmark the vendor’s process to ensure the cus-

“Internal auditors are

in the appraising and

advising business; they

create value by help-

ing others, throughout

the organisation,

add value.”

“The responsibilities of an Internal Auditing Department facilitate many of the needs of those

with the organisation. By helping each group meet their needs, Internal Auditing adds value

directly to organisations, members of organisations and other stakeholders.”

1 Adopted from the Competency Framework for Internal Auditing forthcoming
from the Internal Auditors Foundation.
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tomer is best served. In some circumstances, where trade secrets
are not revealed, the vendor’s IAD may even benchmark proc-
esses among customers and provide feedback to help the cus-
tomers improve their procedures. For example, an Internet sup-
plier provides business customers with best practices from other
customers.

SHAREHOLDERS

Shareholders are represented by the Board of Directors
(BOD) and to the Internal Audit Function through the Audit
Committee. The needs of shareholders and the BOD are,

for the most part, consistent. Both need to maximise return on
investment, while minimising risks and variability in earnings.
Both must have financial reports that are accurate, timely and
complete. Neither will tolerate fraud or mismanagement. Share-
holders depend on activists, financial reports and regulations to
control potential excesses in compensation by the BOD. Board
members, like top professional managers, have a fiduciary respon-
sibility to represent the needs of shareholders. However, they also
have a personal need to demonstrate their effectiveness. It is likely
that the BOD may have needs that, while not in conflict, may not
directly support the shareholders. For example, the BOD must
have support in making decisions and facilitating the implemen-
tation of their programmes and dictates.

Accurate and timely financial statements and risk management
are critical to shareholders. Stock prices and returns depend on
the market’s confidence in, among other things, the financial
statements. Internal audit is an integral part of ensuring that
financial statements are an accurate representation of the finan-
cial operations of the organisation. In fact, internal audit is in-
volved in auditing financial statements in a
more detailed way than public accountants
who certify that there are no material mis-
statements. For example, internal auditors
may investigate control problems that could
have a future impact on the customers’ satis-
faction and, therefore, the return to investors.
Risk management is an essential part of In-
ternal Audit’s function. Some of the critical
risks that are audited internally include pre-
vention of poor decisions based on inaccurate
or untimely information and ensuring the best
use of assets (maximising the use of working
capital and minimising inventories on hand).
Internal audit may also protect value by sav-
ing the organisation from the impact of non-
compliance with rules, laws and regulations or fraud.

OTHER STAKEHOLDERS

Other stakeholders have an individual or group interest
in the success of the organisation. They include employ-
ees, unions, vendors and the communities in which the

business operates. Other stakeholders rely on the continuous,
smooth, consistent operations to provide jobs, taxes, customers

and community service.
Business continuity and smooth operations are major concerns

for both shareholders and other stakeholders. Business continu-
ity planning, and operational efficiency and effectiveness are a
routine part of an internal audit work plan. Internal Audit is in-
strumental in evaluating the continuity plan and often facilitates
operational changes to increase both efficiency and effectiveness.
For example, an internal audit procedure called control self-as-
sessment is used to identify and resolve efficiency and effective-
ness issues. Internal auditors have learned to act as facilitators to
help team members communicate among themselves and with
management. This allows solutions that are readily available to
be recognised. One organisation used control self-assessment to
improve safety for its lineman. Management did not understand
why their controls were not being followed. A control self-assess-
ment workshop revealed that the lineman knew that the estab-
lished procedures were unsafe because the equipment in the field
operated differently than management understood.

EXECUTIVE MANAGEMENT

Executive management has a fiduciary responsibility to
shareholders to further their interests plus they have their
private needs. To fulfil their fiduciary responsibilities, ex-

ecutive management must ensure that the internal control policy
and procedures that they establish are sufficient to guide the or-
ganisation to accomplish its goals, meet legal and regulatory re-
quirements, and serve as protection against errors, frauds and
inappropriate behaviour. At a personal level, executive manage-
ment would like to ensure smooth operations. For example, they
want to :

1) avoid embarrassment,

2) maximise their personal performance in-
dicators,

3) have confidence that operations are cor-
rectly managed so they can focus on stra-
tegic issues,

4) demonstrate that they have exercised due
diligence when things go wrong, and

5) protect their professional reputation from
their own errors and judgment, as well as
those of their employees.

Executive management has, of course, the
same goals as shareholders and they are con-

cerned with the goals of each of the other parties mentioned. They
are also deeply concerned with their own personal success. Inter-
nal auditing is their primary method of gaining an objective view
of their organisation and providing a training ground for a stream
of future financial leaders. Whether it is used to enforce their poli-
cies and procedures or to verify that management’s controls will
actually lead to the results for which they were designed, internal
auditing is the answer. Internal audit’s risk management skills
are used to focus scarce resources where management needs

“Accurate and timely

financial statements

and risk management

are critical to share-

holders. Stock prices

and returns depend on

the market’s

confidence in, among

other things, the

financial statements.”
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them most. When a change is needed, internal auditors have the
interpersonal skills necessary to facilitate a change.

Internal audit uses its objectivity to tell management “how it
is”, rather than “what would please management.” For example,
management may like to hear how happy employees are, but in
fact there may be serious morale issues. If management isn’t aware
of the problem, they can hardly fix it. Internal Audit provides value
by presenting facts with analysis, and recommendations to man-
agement.

OPERATIONS MANAGEMENT

Operations management, whether they are senior, mid-
dle or lower level managers, are interested in the effec-
tive and efficient management of their responsibilities.

At a personal level, they need to be seen as a contributor, innova-
tor and team player. In general, they want to be thought of as
being capable of moving up in the organisation.

Charged with getting the job done, operations management,
not as concerned with executive management’s broader worries,
is preoccupied with their own pressing problems and the con-
trols needed to manage them. The last thing they need in their
often-hectic lives is a non-productive interruption.

Therefore, internal auditors have adopted a co-operative, team-
player approach. Internal auditors are seen as spreading the best
practices while retarding the use of poor practices; they repre-
sent a valuable resource to operations management. Audit rec-
ommendations are sold to operations management through a com-
bination of convincing evidence, appropriately timed work, genu-
ine concern for the client’s objectives, shared credit and a knowl-
edge of the larger environment.

CONCLUSION

Organisations have a variety of participants, each with their
own needs. The concept of creating value must be ad-
dressed to the individual concerns of each class of par-

ticipants. The IAD through its unique position as an objective ob-
server is well-positioned to apply interpersonal and technical skills
to identify the most pressing problems and deal
with them. Internal auditors have developed an
approach to their work that makes them team
players rather than a police force. Audit’s use
of risk assessment and management techniques
is applied to both the client’s business concerns
and his more personal needs to make Internal
Audit welcomed in most situations. By describ-
ing the organisational and individual require-
ments, it has been shown that an IAD, through

“Performance

measurement needs to

reinforce the behaviour

that is anticipated by

management

decisions.”

“To fulfil their fiduciary responsibilities, executive management must ensure that

the internal control policy and procedures that they establish are sufficient to guide

the organisation to accomplish its goals, meet legal and regulatory requirements,

and serve as protection against errors, frauds and inappropriate behaviour.”

their considerable skill and unique position, can create value to
the organisation.
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 The Reporting Of  
    Items Among  

Companies :

INTRODUCTION

Internationally, the reporting of extraordinary items (EIs) is
currently addressed by IAS 8 (Revised), Net Profit or Loss for
the Period, Fundamental Errors and Changes in Accounting

Policies, issued by the International Accounting Standard Com-
mittee (IASC). In Malaysia, the IAS 8 (Revised) was adopted by
the Council of the Malaysian Institute of Accountants (MIA),
known as SI 8 (Revised) in 1997, to replace the SI 8. The SI 8
(Revised) was subsequently adopted by the Malaysian Account-
ing Standard Board (MASB), known as MASB 3 in 1999. The re-
vised standard was made effective by the MIA and the MASB for
financial statements commencing on or after 1 January 1997 and
on or after 1 July 1999 respectively. Compared to SI 8, the MASB
3 is mandated to the companies under the provision in Section
166a of the Malaysian Companies (Amendment) Act (1998), the
failure to comply of which will result in a penalty being imposed.

The adoption of the (revised) standard was expected to curb
the abuse of reporting EIs, as well as to harmonise the practice of
reporting EIs locally and globally. While the definition given in
the original IAS 8 was very broad and therefore was open for ma-
nipulation, the revised standard (i.e. the MASB 3) on the other
hand restricts the reporting of EIs. It spells out that “... only on
rare occasions does an event or transaction give rise to an ex-
traordinary item” (para 12, MASB 3). To ensure harmonisation
in the reporting and use of EIs, the MASB 3 provides only two

examples of EI nature that fall within the restricted definition, i.e.
assets’ appropriation and earthquake or natural disaster (para 14,
MASB 3).

Given the adoption of the revised standard, it may be of utility
to investigate the practice of reporting EI in the annual reports
among Malaysian companies. Perhaps, the findings of this study
(i.e. at the time SI 8 was in force) will shed light as to the extent of
compliance on the MASB 3.

Elsewhere, it was shown and argued that the adoption of the
revised standard had received a lot of criticism in Hong Kong
(Ng Eng Juan, 1996) and in Singapore (Chow and Peter Lee, 1998).
Objections from the business community, it was argued, had led
to the subsequent withdrawal of the Provisional Statement of Ac-
counting Standard 19 (PAS 19), which attempted to replace the
existing SAS 8 (Chow and Peter Lee, 1998). In fact, Ng Eng Juan
argued that “… many reporting entities in Hong Kong have re-
fused to comply with the restriction despite the consequence of
qualified audit reports.” (p. 11, 1996).

Several studies among Asian countries have been carried out
with regard to the reporting practice of EI. In Hong Kong, for
example, a study showed that 61.2 per cent of companies reported
EI at least once during a five-year period (Lynn and McGuinness,
1995).

In another study conducted by Choo and Peter Lee (1998) in
Singapore, which covered a period from 1992 to 1994, it showed
that the incidence rate of EI disclosure was 85.9 per cent. Their
evidence, therefore, suggests that the incidence of EI was very
common among Asian companies.

Nonetheless, no study of a similar nature has been carried out
in the Malaysian setting. It is, therefore, the purpose of the present
study to investigate the extent of EIs disclosure among Malaysian
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listed companies. Perhaps, with an under-
standing about the practice prior to the adop-
tion of SI 8, we could predict the tendency of
a firm to get around the standard. In other
words, if the reporting of EIs is not a very
wide practice in Malaysia, we would expect
the degree of companies’ compliance on
MASB 3 to be high, vice versa. In addition,
this study also attempts to identify the nature
of EI, determine if EI was used to smooth in-
come and determine the factors that could ex-
plain EI disclosure.

LITERATURE REVIEW

Under the all-inclusive concept of income, all transactions
that result in a net increase or decrease in the sharehold-
ers’ interest during the period, other than dividends or

capital transactions, are to be included in determining the net in-
come for the period. However, the transactions are further bro-
ken down into ordinary and non-ordinary items in order to facili-
tate earnings predictability and to minimise earnings variability.
The non-ordinary items, commonly known as extraordinary items
(EI), are presented below the line (i.e. after profit after taxes but
before EI). Due to their infrequent nature, EIs do not contribute
much to the earnings forecast, as opposed to the ordinary items,
which are expected to recur year after year, and are therefore
important in earnings forecasts.

The issue of EI presentation remains controversial universally,
as it has been argued that users are functionally-fixated, in which
case all the numbers presented are taken as they are, without
making the necessary adjustments. To some extent, the evidence
supports this argument (e.g. Healy and Palepu, 1993 and 1994).
In fact, the concept of impression management seems to lend sup-
port to this contention (Ayres, 1994).

However, it has also been argued that the market is informed
and not easily fooled by the cosmetic accounting differences or
accounting changes (Belkoui, 1985, p. 128). The evidence by
Kaplan and Roll (1972) on the US market has provided evidence
supporting this argument. Perhaps, due to the sophisticated and
informed nature of the US market, a low incidence rate of EI (13.5
per cent) was observed (Jordan, Henderson and Gordon, 1988).

Several reasons could be offered to explain management’s ten-
dency to use EI as a tool to manipulate earnings :

i The use of EI could help the management achieve its targeted
earnings for the periods.

ii EI is used in anticipation of future earnings. If the manage-
ment foresees that future years are bleak, it may be better to
transfer future earnings in the form of EI. L ynn and
McGuinness (1995) argued that the high EI incidence rate
could have been due to the uncertainty in Hong Kong after
1997.

iii The use of EI would enable the management to spread earn-
ings evenly between periods. Thus, earnings variability is re-
duced. In fact, it has been shown that earnings variability was
positively associated with earnings manipulation (Beattie,

Brown, Ewers, John, Manson, Thomas and
Turner, 1994).

It has also been argued that the use of EI
was motivated by the fact that it would either
enhance the reliability of trend data of ordi-
nary income in predicting the firm’s cash flow
or eliminate the noise from ordinary income
(Barnea, Ronen and Sadan, 1975). Nonethe-
less, based on the evidence found in their
study, Dempsey, Hunt and Shroeder (1993)
concluded that there was a greater tendency

for firms to report losses as EI and gains as ordinary income.
A large percentage of increase in earnings, particularly in large

firms, can attract unwelcome interference by the Government
through, for example, the withdrawal of subsidies or taxes (Craig
and Walsh, 1989) or even the
firm’s monopoly power (Watts
and Zimmerman, 1986). Watts
and Zimmerman (1986) ar-
gued that political visibility
could lead to unfavourable re-
sponse from the Govern-
ment. Thus, large reported
earnings by large firms could
lead to the Government’s
withdrawal of certain conces-
sions given to the firms. Evi-
dence consistent with this
contention was provided by
Craig and Walsh (1989).
Thus, it is predicted that large
firms, which are subject to
greater political costs, will
exhibit greater tendency to
manipulate earnings via EI
disclosure.

In the agency theory, sepa-
ration between owner-man-
ager causes divergence of in-
terest (Jensen and Meckling,
1976). Two forms of agency costs are identified, namely, agency
cost of equity and agency cost of debt. It is argued that there is a
positive association between the extent of interest by the man-
agement and the divergence of interest within the firm. Contracts
are written to minimise the agency cost of equity, so that the pre-
dicted negative behaviour of the management is curbed. The con-
tracts written usually rely on the accounting data to determine
the management performance of the contracts.

Evidence by Warfield, Wild and Wild (1995) suggests that the
informativeness of earnings is positively influenced by the man-
agement interests in the firm. Since accounting data is always
relied upon in determining the management fulfilment of the
contracts, it is argued that the presence of such a contract will
lead to the manipulation of accounting data, one of which is
through EI.

“If the reporting of EIs is

not a very wide practice

in Malaysia, we would

expect the degree of

companies’ compliance

on MASB 3 to be high,

vice versa.”

30



Akauntan NasionalFebruary/March 2000

Similarly, the presence of debts leads to the
agency cost of debt. Contracts are, therefore,
written to restrict the management’s negative
behaviour that could be detrimental to the
debt-holders but to the advantage of the
shareholders. As in the case of the agency
cost of equity, contracts for the agency cost
of debts rely on the accounting data too
(Smith and Warner, 1976 and Leftwich, 1980).
Hence, as management’s fulfilment of the
contracts relies on the accounting data, it is
therefore predicted that the presence of
debts will result in a greater tendency for the
management to manipulate accounting data,
one of which is via EI.

The discussions thus far lead to the following four hypotheses :

H
1

The incidence of EI is positively and significantly
associated with income smoothing.

H
2

The relative size and incidence of EI are greater
for larger firms than for smaller firms.

H
3

The relative size and incidence of EI are greater
for larger gearing firms than for smaller gearing
firms.

H
4

The relative size and incidence of EI are greater
for firms with smaller management ownership than
for firms with greater management ownership.

“It has also been

argued that the use of

EI was motivated by the

fact that it would either

enhance the reliability

of trend data of
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 METHODS

The KLSE Companies Annual Hand-
book comprising financial statements
for the periods of 1991-95, inclusive,

were investigated in order to identify compa-
nies listed on the main board of the exchange
that disclosed extraordinary items in their an-
nual reports. Companies that disclosed EI at
least once within the time-frame were in-
cluded in the sample. Subsequently, annual
reports over the financial periods 1991-95 of
the sample companies were examined to de-
termine the amount and nature of the extraor-
dinary items.

After going through the annual reports, the
natures of the EI were subse-
quently classified into nine
major categories. The catego-
ries, together with their occur-
rence rates, are shown in Ta-
ble 2. The nature of EI being
identified for a particular com-
pany in a particular year is one
whose absolute amount is at
least 50 per cent of the greater
of the sum of all positive EI or
the sum of all negative EI in
absolute amount. A company
would be considered to have
other uses (category 9) if ei-
ther none of the EI falls into the
major categories identified or
none of the items satisfy the 50
per cent criteria.

Subsequently, data from a
sample of firms that disclosed
EI in the annual reports over
the five-year period were gath-
ered with respect to profits be-
fore extraordinary items (PBE)

and profits after extraordinary items (PBE + EI). The presence of
income smoothing would be evident if the coefficient of variation
of profits before extraordinary items (CVPBE) is significantly dif-
ferent from the coefficient of variation of profits after extraordi-
nary items (CVPAEI). This is accomplished by comparing their
means using a t-test. Income smoothing would be present if the
mean for CVPAEI was significantly lower than the mean of CVPBE.

A firm’s size, gearing and management ownership was meas-
ured by its market capitalisation, debt to equity ratio and man-
agement shareholding respectively. Data on market capitalisation,
debt and equity were obtained from the KLSE Companies Annual
Handbook. Management shareholding was measured by aggre-
gating the percentage of equity interest owned by the firm’s ex-
ecutive directors. To test H2, H3, and H4, a median score of each
of the variables was used as a cut-off point to segregate sample
firms into two categories : high and low with respect to the firm’s
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size, gearing and management interest. Since H2, H3, and H4 em-
phasise the relative size rather than the absolute amount of EI, t-
tests on the difference between the mean of the relative size vari-
able, termed as REX (i.e. EI divided by PBEI) were conducted.

To determine if the incidence of EI would have any association
with political cost, gearing and management ownership of the
firms, the incidence of EI (labelled as COUNT) reported during
the five-year period for each firm were initially counted. The value
of COUNT would range from one to five. The mean value of mar-
ket capitalisation, debt to equity ratio and management
shareholding of each firm throughout the five-year period were
used to measure political cost, gearing, and management owner-
ship respectively. A median score of each of the variables was
used as a cut-off point to segregate sample firms into either high
and low categories with respect to political cost, gearing and man-
agement interest. Subsequently, t-tests on the difference between
the mean of COUNT of each of the high and low groups of the
variables was performed.

RESULTS

As of 31 December 1995, 369 companies were listed on the
KLSE main board. A total of 284 companies had their in-
come reported in the KLSE Companies Annual Handbook

for the period 1991-95, and out of this, 244 companies disclosed
extraordinary items in their income statements at least once. This
represents 85.9 per cent of the total companies with at least one
incidence of EI, over the five-year period. This figure closely re-
sembles what was found in Singapore by Choo and Peter Lee
(1998). Further breakdown of the percentages for the respective
years is shown in Figure 1. It was observed that the occurrence
rates were high, ranging from 54.8 per cent (in 1992) to 60.6 per
cent (in 1994).

Table 1 presents the descriptive statistics, results on the direc-

tion of EI and the proportion test conducted for each of the five
years. Results suggest that companies showed greater tendency
to report positive EI rather than negative EI. This dominance of

“As of 31 December 1995, 369 companies

were listed on the KLSE main board. A total

of 284 companies had their income reported

in the KLSE Companies Annual Handbook

for the period 1991-95, and out of this, 244

companies disclosed extraordinary items in

their income statements at least once.”

the positive signs was supported by the significance found in the
proportion test for all the periods. This finding is, therefore, con-
sistent with those found in Hong Kong and Singapore by Lynn and
McGuinness (1995) and Choo and Peter Lee (1998) respectively.
Hence, companies in Malaysia are more likely to report positive EI
as opposed to those in the US as found by Jordan et al (1988).

Table 2 shows the results on the nature of EI
reported by the companies. It shows that the dis-
posal of investments and fixed assets account for
more than 50 per cent of the uses of EI. This find-
ing is also consistent with those of Lynn and
McGuinness (1995) and Choo and Peter Lee
(1998) who found that asset sales/discontinuance
was the prominent nature of EI by companies in
Hong Kong and Singapore respectively. Perhaps,
the argument proposed by Lynn and McGuinness
(1995) that the above finding contributed to the
dominance of the positive EI would also apply in
the Malaysian setting.

The t-test comparing the mean score of the CoV
for profits before EI (CVPBE) and the CoV for prof-
its after EI (CVPAEI) showed that the mean differ-
ence between the two scores was not statistically
significant. Therefore, H1 was rejected in favour of

Ho. Hence, the finding did not support the contention that the dis-
closure of EI was instrumental to income smoothing. Similar find-
ings were earlier documented by Lynn and McGuinness (1995)

No. of companies listed on the KLSE Main Board as of 31 Dec 1995: 369

No. of companies with complete financial reports from 1991 to 1995: 284

No. of companies with complete financial reports from 1991 to 1995
and reporting EI at least once: 244

Incidence rate of EI 85.9%

‘91 ‘92 ‘93 ‘94 ‘95

No. of companies reporting EI [1] 170 171 193 211 215

No. of available companies
with financial statements [2] 284 312 324 348 362

Percentage of companies
reporting EI (row [1]/row[2]) 59.9 54.8 59.6 60.6 59.4

Incidence Rate of EIs in the Income Statement of
Companies Listed on the KLSE Main Board

F I G U R E  1

1991 1992 1993 1994 1995

Mean EI/ 9,892/ 6,465/ 17,953/ 15,974/  18,096/
Std. deviation 52,291 37,412 54,019 45,123 49,679
(RM,000)

Positive 99 98 116 117 111

Negative 62 55 52 59 56

Zero 83 90 75 68 77

% Positive Sign 61.5 64.1 69.1 66.5 66.5

% Negative Sign 38.5 35.9 30.9 33.5 33.5

Proportion Test 0.228* 0.282* 0.382* 0.33* 0.33*

* Significant at five per cent, two-tailed significance.

Descriptive Statistics

T A B L E  1
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and Choo and Peter Lee (1998) for HK and
Singapore companies respectively.

Results of the t-tests which tested H2, H3,
and H4 with respect to the relative size of EI
(REX) are as shown in Table 3. Consistent
with the findings by Lynn and McGuinness,
the evidence in Panel A of Table 3 showed
that a firm’s size does not have any signifi-
cant bearing on the relative size of EI. Thus,
the size of a firm does not have any signifi-
cant role on the extent of EI. Results in both
Panels B and C of Table 3 for a firm’s gearing
and management interests, respectively, also
suggest that they do not have any significant
relationship with the relative size of EI.

Table 4 presents the distribution of COUNT
across the firms over the five-year period. The
incidence rate seems to be very high in which
over 50 per cent of the companies disclosed
EI for four or five years during the period. Re-

sults on the association between the incidence of EI (COUNT) and
the three variables are presented in Table 5. Statistically, results sug-
gest that management interest was the only variable that was signifi-
cantly associated with the incidence of EI. Firm size and gearing, on
the other hand, were found to have no significant bearing upon the
incidence rate of EI. The result on firm size was consistent with that
found by Lynn and McGuinness (1995) in Hong Kong.

Comparison of Relative Size of EIs (REX) by
Firm Size, Gearing and Management Interest

T A B L E  3

Panel A : H
2 
:  Firm’s Size

1991 1992 1993 1994 1995

Mean –2.2940 0.2391 –7.4033 4.3085 0.0986
(small) (n=74) (n=75) (n=79) (n=86) (n=82)

Mean 1.0995 0.9220 1.6225 0.6629 0.7985
(large) (n=86) (n=76) (n=89) (n=91) (n=85)

T-value 1.441 0.900 0.803 –1.209 1.814

P-value 0.152 0.370 0.423 0.228 0.072**

** Significant at 10 per cent level, two-tailed.

Panel B : H
3 
:  Firm’s Gearing

1991 1992 1993 1994 1995

(RM) (RM) (RM) (RM) (RM)

Mean –2.2801 – 0.1137 –7.2888 4.7729 0.4564
(low) (n=73) (n=70) (n=72) (n=83) (n=77)

Mean 1.042 1.0466 .8792 0.3753 0.4583
(high) (n=89) (n=84) (n=96) (n=95) (n=92)

T-value 1.425 1.551 0.720 –1.466 0.005

P-value 0.156 0.123 0.472 0.144 0.996

Panel C : H
4 
:  Management Interest

1991 1992 1993 1994 1995

(RM) (RM) (RM) (RM) (RM)

Mean –1.4228 – 0.1392 4.5868 4.3824 0.4236
(low) (n=78) (n=72) (n=76) (n=84) (n=79)

Mean 0.4570 1.1109 – 8.5795 0.6888 0.4871
(high) (n=82) (n=81) (n=92) (n=92) (n=90)

T-value 0.797 1.667 –1.171 –1.217 0.165

P-value 0.427 0.098** 0.243 0.225 0.869

** Significant at 10 per cent level, two-tailed.

Code Nature 1991 1992 1993 1994 1995
% % % % %

1 Sales/disposal of long-term investments  34.8  39.0  42.2  48.0  48.2

2 Sales/disposal of fixed assets  14.3  19.2  13.7  14.5  13.7

3 Goodwill written off  4.3  6.8  7.5  4.0  5.4

4 Compulsory acquisition of property  5.0  2.7  5.6  4.6  6.5

5 Write-down of assets  13.7  8.2  3.7  3.5  6.0

6 Discontinued operation  1.2  2.7  4.3  4.0  2.4

7 EI in associated companies  3.7  4.1  3.7  6.4  4.8

8 Expenses of listing and issue of securities  6.2  1.4  1.2  4.0  3.0

9 Others  16.8  15.9  18.1  11.0  10.0

Total  100  100  100  100  100

Nature and Occurrence Rate of EIs

T A B L E  2

COUNT* Frequency %

1 46 18.9

2 32 13.1

3 38 15.6

4 39 16.0

5 89 36.5

Total  244  100.0

* mean COUNT = 3.38

Frequency of Incidence (COUNT)

T A B L E  4

Firm Size Gearing Management

Interest

Mean (low) 3.2951 (n=122) 3.2295 (n=122) 3.2049 (n=122)

Mean (high) 3.4672 (n=122) 3.5328 (n=122) 3.5702 (n=121)

T-value 0.873 1.543 1.859

P-value 0.383 0.124     0.064**

** Significant at 10 per cent level, two-tailed.

Comparision of Incidence Rate of EIs (COUNT)
by Firm Size, Gearing and Management Interest

T A B L E  5
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DISCUSSION AND
CONCLUSION

This paper investigated
the incidence and na-
ture of EI among Malay-

sian listed companies prior to the
adoption of IAS 8 (Revised) (which
was subsequently adopted by the
MASB known as MASB 3). The
relation between EI and income
smoothing as well as the associa-
tion between the extent and in-
cidence of EI and the firm’s size,
gearing and management owner-
ship were also investigated.

Results showed that 85.9 per
cent of the companies with com-
plete financial statements from
1991 to 1995 disclosed EI in their
annual reports. This showed that
the occurrence was as high as in Singapore as reported by Choo and
Peter Lee (1998), and higher than that observed in Hong Kong by
Lynn and McGuiness (1995). The very loose definition of EI outlined
in the original IAS 8 must have contributed to this phenomenon.

The paper revealed that the tendency for companies to report
positive EIs were far greater than negative EIs. These findings
therefore contradict the conclusion made by Dempsey, Hunt and
Schroeder (1993) who claimed that firms showed greater tendency
to report losses as EI and gains as part of the firm’s ordinary
income. Thus, the findings in our study refute the contention that
management manipulates EI so as to inflate ordinary earnings.

The findings also showed that the nature of EI among Malaysian
companies arose from various transactions,
but mainly from the disposal of investments
and fixed assets. The wide diversity of uses
of EI may result from the loose definition of
EI. Nonetheless, gains/losses arising from
disposals accounted for more than 50 per cent
of the overall use of EI. This evidence is,
therefore, consistent with the finding by Lynn
and McGuiness (1995) and Choo and Peter
Lee (1998). Gains from disposals might have
contributed to the dominance of positive EI.
As the revised standard cited the disposal of
investments, and property, plant and equip-
ment (among others) as those items that are no longer within the
definition of EI, in years to come we would expect the reporting
of EI will not be as common as it used to be. Thus, with the adop-
tion of the new standard, restricting the reporting of EI would
make financial statements more comparable.

Nonetheless, the adoption of MASB 3 does not seem to support
the objective of curbing management’s manipulative behaviour as
our evidence suggests that management does not use EI as a tool to
inflate ordinary income. In fact, the predominance of the positive EI
suggests that management does not inflate ordinary income via EI.

Hence, the question that comes naturally is : where EI is con-

“The findings also

showed that the nature

of EI among Malaysian

companies arose from

various transactions,

but mainly from the

disposal of investments

and fixed assets.”

cerned, was there a need for the MASB to totally adopt the re-
vised standard instead of the original one?

One possible answer is that the adoption of the SI 8 by the MASB
will make reporting by Malaysian companies more comparable to
other companies in other parts of the world. Nonetheless, the fact
that PAS 19 was short-lived in Singapore may support this justifica-
tion further. Moreover, the study by Lynn and McGuinness (1995)
suggest that “… their inclusion as a part of operating income in the
future should not necessarily make forecasting more difficult.” (p.
72). Therefore, it does not seem to matter whether EI is reported
above the line or below the line, as they have no significant informa-
tional content. Therefore, the adoption of the revised standard by the

MASB will make financial reporting among
companies more comparable, rather than to di-
rectly curb management manipulative report-
ing practices. However, it can be argued it is
more accomplished than at the expense of a
more erratic reported income which makes
future income prediction more difficult.

The findings also showed that the firm’s
size, the firm’s gearing and management in-
terests were not associated with the relative
size of EI. However, management interest was
significantly related with the incidence of EI
among Malaysian listed companies in which

companies with high management interests tend to disclose EI
more frequently as compared to their lower counterparts.

This evidence contradicts the agency theory, which argues that
high management interest leads to lower tendency to manipulate
earnings and therefore a lower incidence of EI was predicted.
Hence, a high incidence rate of EI for high management interest
is perplexing. This unexpected finding might be reconciled by the
earlier findings by Morck, Shleifer and Vishny (1988) who found
that there was a curvilinear association between management in-
terest and the value of the firm. Their evidence showed that when
management interest was within the range of 5-25 per cent, there
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tion between management inter-

est and the value of the firm.”

was a negative association between management
interest and the value of the firm. This finding may
suggest that when the management owns an inter-
est between 5-25 percent, the management would
tend to report higher earnings via EI (e.g. through
disposal of assets). Data in this study showed that

over the five-year period, the annual average of management in-
terests ranged between 13.65 per cent (1991) to 14.59 per cent
(1995) and it, therefore, fell within the specified range (i.e. 5-25
per cent) as suggested by Morck et al. (1988).

The findings also showed that the reporting of EI in a firm’s
annual report is not associated with income smoothing as evi-
denced by the insignificant difference between earnings with-
out EI and earnings with EI. The findings are generally in agree-
ment with those found in Hong Kong by Lynn and McGuiness
(1995), and in Singapore by Choo and Peter Lee (1998). This
implies that companies were very unlikely to use EI to manipu-
late income.

Since this study merely offers evidence with regard to EI disclo-
sure prior to the adoption of the revised IAS 8, further studies may
be carried out to determine the extent of compliance by Malaysian
companies to the new standard and the avenues that are used to get
around with the ‘narrowed’ definition of EI. The findings from such
a study may further reveal current reporting practicees among
Malaysian companies.
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 Finding your
        Spine, Liver  

 W R I T I N G  S K I L L S

F E AT U R E

By
Alvin Ung

If your body has no skeleton, you will collapse in a
pool of floppy mess.

Even if you have a spine to hold together your body
parts, you would still need a skin to wrap up your
innards. Spine and skin, however, would be incom-
plete without your liver because, as the Malays
would say, without a ‘hati’ you would perish even
though you looked perfectly all right from the outside.

Every good piece of writing requires a spine, liver and skin.

FINDING YOUR SPINE

Whatever way you write, your
prose needs to be structured.
You need to plan your article

in such a way that all your facts and argu-
ments won’t collapse in one big heap.

In the same way, you need wardrobes or
you will end up with piles of clothes on the
floor. You could own the most happening
Dockers khakis but if it’s covered up by a
mound of pasar malam tee-shirts, no one
will admire your pants. Your most brilliant

According to prize-winning author Dr.
Chaim Potok, every good story written
throughout history contains three elements.

● Desire
The main character/s of the story, or the

protagonist, must want something. The
more a character wants something, the
more interesting the stor y becomes.
Cinderella wanted to go to the ball. In the
highly popular teen action flick, Matrix,
Morpheus wanted to find The One. In com-
plex stories, the characters have many sub-
tle desires. For example, Queen Esther
was torn by her desire to save her fellow
Jews and her need for self-preservation.

● Obstruction

All good stories have elements to ob-
struct desire. Cinderella was locked in a
room and given tattered clothes, so she
couldn’t go to the ball. Morpheus was
roughed up in a toilet by an Agent. For-
mula for a gripping story : the greater the
desire, the greater the obstruction.

n the nut graf (which explains the purpose
of the piece and why the reader should
continue reading).

n two or three other points that support
the nut graf.

n quotations are usually essential.

Story
They come in all sizes and shapes, and

in various forms and genres. There are
creation stories, myths, legends, tall tales,
epics, folk tales, fairy tales, fables, oral his-
tory and family tales. Stories can be true
or fictionalised.

The Bible is filled with stories about he-
roes, villains, warriors, kings, prostitutes,
tax collectors and teachers. One of the best
modern short stories is actually found in
the book of Ruth, which could have been
written by a woman. Human beings have
been telling stories since their creation.
People were narrating tales from Genesis
and Job, the oldest books in the Bible, be-
fore the stories were actually written down.

thought would be worthless if you don’t
have a structure to prop it up in.

Most people try to plan a rough struc-
ture for their article/poem/story before
they start writing. That’s usually a good
idea. Others write spontaneously at first,
then they see how their material fits within
a particular framework.

For example, after you conduct your re-
search on Langkawi or Cyberjaya, it’s cru-
cial to find a structure to fit your facts. I would
like to recommend three different spines :

News Report
This structure is usually the most prac-

tical, fastest and effective method of pre-
senting lots of information to your reader.
The most important and interesting infor-
mation come first. Therefore, you need
good judgment to determine what is most
important and interesting.

The essential elements in a news report
are :

n the lede (the opening that reels your
reader in).
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Pros : Fast, effective, to-the-point
and easy to edit and trim. Perfect
for any article from 200 to a few
thousand words. Magazines and
newspapers love ‘em. Highly ac-
cessible to readers. We recom-
mend that you use such a format
for most of your reportorial pieces.

Cons : Usually doesn’t reveal
what the author thinks. Can be
impersonal. Structure can some-
times be too rigid, leaving less for
the imagination.

Case Study :  News Report

The lede usually contains a highly en-

gaging story which is used to draw

in the reader. He uses graphic im-

ages or arresting expressions such

as “hermit or social butterfly” and

“rugged or refined” to great effect.

In this example, the nut graf — the

purpose of the piece — is the RE-

VIEW’s review of three Asian re-

sorts. In no time, Elegant tells read-

ers who should be there — “incur-

able romantics, family vacationers

and the adventurous eco-tourist.” In

the paragraphs that follow, he sup-

ports the main thrust of his article

by detailing delightfully the Datai on

Langkawi, Sheraton Grande Laguna

Phuket and Ayers Rock Resort.

“A Slice of Heaven” by Simon
Elegant, Far Eastern Economic
Review, 30 December 1999-
6 January 2000 issue.

● Tension
Subject your characters to a tug-of-war

between desire and obstruction. Cinderella
was obstructed from going to the ball but
the fairy godmother came to the rescue.
She desired to dance with the prince, but
the clock struck 12 midnight. The prince
wanted to look for Cinderella, but the ugly
sisters stood in his way. At the end of your
story, you have to decide whether your
character overcomes the obstruction or
whether your character collapses under
the weight of the challenges.

Essay
This genre is relatively unknown in Ma-

laysia but is highly regarded in the US and
Great Britain.

An essay is hard to define. It usually in-
volves a highly personal and exploratory
account of a mental journey. Sometimes,
the writer doesn’t even know exactly what
a piece is going to say or exactly how it’s
going to work out until it is completely
written. As a result, the reader is taken on
an engaging, and often surprising journey.
An essay allows for the presence of per-
sonality.
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FINDING YOUR LIVER

This is the heart of the matter. Your
body can’t survive without its liver.
And your prose cannot survive if

it doesn’t have a central
core that gives it life. De-
termining the heart of
your piece isn’t always
easy. But it is always
there, whether it’s beat-
ing strongly or fluttering
quietly.

In a news report, the core of the piece is
usually found in the first few paragraphs.
In The Star newspaper, the main thought
lies right on the surface like a fish waiting
to be reeled in.

PUTRAJAYA :  Prime Minis-
ter Dato Seri Dr. Mahathir
Mohamad reminded drivers
yesterday to exercise patience
when driving home during the
festive seasons.

“Not long ago there lived in uptown New York, in a small, almost meagre room, though crowded with books, Leo Finkle, a
rabbinical student in the Yeshivah University. Finkle, after six years of study, was to be ordained in June and had been advised
by an acquaintance that he might find it easier to win himself a congregation if he were married. Since he had no present
prospects of marriage, after two tormented days of turning it over in his mind, he called in Pinye Salzman, a marriage broker
whose two-line advertisement he had read in the Forward.

The matchmaker appeared one night out of the dark fourth-floor hallway of the graystone rooming house where Finkle lived,
grasping a black, strapped portfolio that had been worn thin with use. Salzman, who had been long in the business, was of
slight but dignified build, wearing an old hat, and an overcoat too short and tight for him. He smelled frankly of fish, which he
loved to eat, and although he was missing a few teeth, his presence was not displeasing, because of an amiable manner
curiously contrasted with mournful eyes. His voice, his lips, his wisp of beard, his bony fingers were animated, but give him a
moment of repose and his mild blue eyes revealed a depth of sadness, a characteristic that put Leo a little at ease although the
situation, for him, was inherently tense.”

Pros :  Gripping, exciting and fulfilling. Your reader often feels
what the character is feeling.

Cons :  Stories are complex. Factual stories require in-depth
research. You have to understand your characters and de-
velop a plot — which later needs to be resolved.

Case Study :  Story

From the very first paragraph, Malamud immediately establishes several

desires. Leo Finkle desires to get married, find a congregation and even

find meaning in life for himself after six years of rabbinical studies.

The things that obstruct him include his inability to find a wife. Without a

wife, he cannot find a congregation.

In the rest of the story, Malamud proceeds to subject Leo Finkle to a tug-of-

war between his desires and the obstruction that lie in his way. Will Finkle

get married? Will he find a congregation? Will his desires be fulfiled? These

are the things readers would ask as they begin this short story.

“The Magic Barrel” by Bernard Malamud

That’s it — the main thought. If you were
late for work, you could read the first para-
graph and that would be enough — you
would understand what the rest of the story

is all about. It’s not terri-
bly imaginative. But it’s
still a useful way of pre-
senting facts and informa-
tion to the reader as
quickly as possible.
Never rule out this option
of writing as you consider

how to commit your research onto paper.
In magazines, the heart of the piece is

the nut graf that’s usually buried in the
third or fourth paragraph (refer to Simon
Elegant’s piece). The author uses the nut
graf to explain the purpose of the piece and
why the reader should be reading the arti-
cle. If your nut graf stinks, your reader will
lose interest and chuck away the magazine.
Writers who produce great nut grafs are
somehow able to show you why their arti-
cles are so crucial to you, the community
and to the entire world.

In essays and stories and poetry, the
heart of the matter is usually more elusive

and complicated. The heart can be buried
in a conversation, a vague metaphor or a
subtly described scene involving a water-
melon rind (as in the case of a Chekov
short story). Such discussions are incred-
ibly fun and can cause people at writers’
conferences to fling beer bottles at each
other to prove a point.

The bottom line :  You should be able to
summarise what you intend to write (or
what you have written) in one simple sen-

tence. If you have
trouble doing so, per-
haps you haven’t
found the hear t of
your story.

Good writing needs
more than just a
skeleton; it also needs
the spine, skin and
liver
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“In Moulmein, in lower Burma, I was hated by large num-
bers of people — the only time in my life that I have been
important enough for this to happen to
me. I was a sub-divisional police of ficer
of the town, and in an aimless, petty kind
of way anti-European feeling was very
bitter. No one had the guts to raise a riot,
but if a European woman went through
the bazaars alone somebody would prob-
ably spit betel juice over her dress. As a
police officer I was an obvious target and
was baited whenever it seemed safe to
do so. When a nimble Burman tripped

Pros :  Engaging, showcases brilliant
writing. Highly personal. Full of
insights and connections to thoughts
that initially appear unrelated to each
other. You can try this genre for, say,
the Langkawi project, but only if you
have sparkling gems of thought.

Cons :  Great room for disasters. Can
be too personal until it’s obsessive.
Usually requires lots of revision.

Case Study :  Essay

“Shooting an Elephant” by George Orwell

me up on the football field and the referee (another Burman)
looked the other way, the crowd yelled with hideous laughter.

This happened more than once. In the
end the sneering yellow faces of young
men that met me everywhere, the insults
hooted after me when I was at a safe
distance, got badly on my nerves ….
There were several thousands of them
in the town and none of them seemed to
have anything to do except stand on
street corners and jeer at Europeans.

All this was perplexing and upset-
ting ....”

FINDING YOUR SKIN

O ur skin helps us look good.
Catherine Zeta-Jones, for exam-
ple, wouldn’t be anywhere as lush

and stylish if all we could see of her were
her heart, lungs, stomach and intestines.

Likewise we should package our prose

with great style. Style, however, doesn’t
mean bombastic words or grossly unread-
able sentences. You should not attract at-
tention to yourself or how clever you are
in forming your sentences. Here’s essay-
ist E. B. White’s good advice :

“The beginner should approach style
warily. He should begin by turning reso-
lutely away from all devices that are popu-
larly believed to indicate style – all man-
nerisms, tricks, adornments. The approach
to style is by way of plainness, simplicity,
orderliness, sincerity …. A careful and hon-
est writer does not need to worry about
style. As he becomes proficient in the use
of language, his style will emerge, because
he himself will emerge, and when this hap-

OTHER TIPS FOR CLEARER, BETTER PROSE

● Write in a way that comes naturally. Use words and phrases that come
readily to hand (though you mustn’t assume that your product is now flaw-
less). If you struggle too long with one sentence, which is threatening to sink
despite your best efforts at repairing the leaks, then it is best to allow the
boat to sink. Try breaking up the earlier sentence into two shorter lines.

● Write with nouns and verbs, not with adjectives and adverbs. This is not an
attempt to insult adjectives and adverbs – they’re important. In general, how-
ever, it is nouns and verbs that give good writing its muscle and vigour. A
quick example :

Poor Alfred was dealt a horrific death in the hands of a bunch of unruly and
merciless street gangsters who attacked him violently, brutally and viciously.
(Five adjectives; three adverbs; two nouns; one passive verb, one active verb; 26 words)

Four gangsters smashed Alfred’s kneecap with a hockey stick before digging out
his eyeballs with a spoon. Alfred bled to death from his eyes. (One adjective; zero

adverbs; seven nouns; three active verbs; 24 words)

● Do not overstate or overwrite. Rich, ornate prose is hard to swallow and
usually makes you want to puke. Try not to overstate! Or else your reader
will lose confidence in your sense of judgment and taste! Langkawi is a great
place to visit! All writers, according to my writing professor in graduate school,
should be limited to only three exclamation marks in their entire life. I have
used up my quota.

● Omit unnecessary words. Clutter, like all the crap in a messy bedroom, is
distressing. Vigorous writing is concise. For example, “in spite of the fact
that” can be appended to “although.” Always look for opportunities to write
compressed, fat-free sentences. In the words of William Strunk Jr. :

“A sentence should contain no unnecessary words, a paragraph no unnecessary
sentences, for the same reason that a drawing should have no unnecessary lines
and a machine no unnecessary parts. This requires not that the writer make all
his sentences short, or that he avoid all detail and treat his subjects only in
outline, but that every word tell.”
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How do you know a book
is a great one or just an-
other also-ran?

Sure, its circulation and re-
prints will give us a clue. No doubt
about that.

Strunk and White’s book, The
Elements of Style, has enjoyed wide
circulation and been reprinted several times.

But equally important is whether the book can stand the test of
time. By that measure, The Elements of Style — a book on writing
skills — stands head and shoulders above books in its category.

Originally, it started off as an English textbook back in 1919.
This slim volume was privately printed by the late Prof. William
Strunk Jr. Some 38 years later, Mr. E. B. White, a former student
of the professor, was commissioned to revise it for the college
market and general trade. By then, Prof. Strunk had died.

This gem of a book has truly withstood the test of time and has
won several acclaims :

“Buy it, study it, enjoy it. It’s as timeless as a book can be in our
age of volubility,” The New York Times wrote.

“No book in shorter space, with fewer words, will help any writer
more than this persistent little volume,” The Boston Guide boasted.

“... (this book) should be the daily companion of anyone who
writes for a living and, for that matter, anyone who writes at all,”
Greensboro (N.C.) Daily News said.

“It’s hard to imagine an engineer or a manager who doesn’t
need to express himself in English prose as part of his job. It’s
also hard to imagine a writer who will not be improved by a lib-
eral application of The Elements of Style,” Telephone Engineer &
Management penned.

In essence, this book covers the basic rules of usage (e.g. sim-
ple but often neglected things like how to place commas and use
colons), composition (e.g. use of active voice, omit needless words
and keep to one tense) and form (e.g. colloquialism, exclamation
and references).

And if we want to avoid commonly misused words and expres-
sions, Strunk and White’s book is it. Learn how to differentiate

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

SOME TIPS ON CONDUCTING
INTERVIEWS FOR YOUR RESEARCH
Plan ahead

Figure out what you need to find out from your subject.
Prepare at least six good questions ahead of time.

 Ask good questions
Avoid yes/no questions. Use questions that begin with

“how” and “why.” Prepare a few questions ahead of time.

Put your subject at ease
Don’t traumatise your subject. Make sure everyone is in a

relaxed and safe spot. Smile. If your subject looks unco-op-
erative, look for some excuse to start a conversation with him.
At some point, don’t forget to introduce yourself and explain
why you are interviewing the subject.

Start with comfortable questions
Remember to obtain basic facts such as name, age, profession.

But follow up when necessary
Try to coax stories out of the subject. Be prepared to ask

tough questions.

Know how to stop when you have all that you need
If you have all the facts and quotes needed according to

your plan, then it’s time to stop. Also, end the interview when
you sense your subject is getting annoyed. Please don’t for-
get to thank your subject for the interview. (Get his/her tel-
ephone numbers so you can ask for clarifications and follow-
up questions if necessary.)

A few more pointers on taking notes
Always try to take down quotes as accurately as possible

and in complete sentences. Listen for good quotes, i.e. when
he says something that is colourful or controversial. Finish
writing that quotation even after he has gone on to say some-
thing else. But don’t take down full quotes when the subject
is reciting only facts. If the person has said something too
quickly, you can always ask him to repeat.

Look for external details that reveal the personality/hab-
its/idiosyncrasies of your subject. Behaviour : Any particu-
lar habits? Body odour? Appearance : stiffly-gelled hair? Sur-
rounding : fearsome-looking pots of cacti on his desk. But
don’t just describe everything. Look for distinctive details that
really reveal your subject’s character.

and use words such as “among/between”, “shall/will”, “imply/
infer” and “that/which”.

Beyond pointing readers to what is correct and acceptable in
the use of English, the book has a tremendously useful chapter to
“help the beginner find the way to a satisfactory style.”

Its value is beyond measure for anyone — be they journalists,
academicians or professionals — who are interested to learn how
to write better.

Note :  The Elements of Style may be ordered from any major bookstore,
or visit Web Gallery at http://www.abacon.com for further details. (Book
review by Editor)

Book Review on
The Elements of
Style

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

pens he will find it increasingly easy to break through the barri-
ers that separate him from other minds, other hearts – which is,
of course, the purpose of writing, as well as its principal reward.”

Note :  Mr. Alvin Ung holds a Masters degree in Writing from
the Johns Hopkins University. He also has a Bachelor degree in
English Literature from Middlebury College, US. He has worked
with several magazines, including the Washington-based
Smithsonian and Baltimore. Currently, he is the Malaysian Cor-
respondent of the Associated Press and the Editor of Phases, a
local youth magazine.
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Of Dragons  Of Dragons  
GOLDEN DRAGON

As with all things Chinese, it wouldn’t
be fun if no element of philosophy or

myth is present with every festivity or food
the Chinese eat, which perhaps explains why
the fortune cookie is so popular in the West.

So, before you think only of your dwin-
dling angpow collection or how many pack-
ets you should be giving out, read on to find
out what the Golden Dragon is all about and
what it purportedly holds for you.

WHY IS IT CALLED THE
GOLDEN DRAGON YEAR?

According to the Five Elements system
used in the Chinese Zodiac, the ele-

ment for this year is Metal. As the Chinese
use the same Chinese characters for Gold
and Metal, they prefer to call it the Golden
Dragon, as Gold sounds more valuable.

Year 2000 is also called the White Dragon

because Metal is equivalent to White in the
Five Elements system. The other elements
are Water, Wood, Fire and Earth.

DRAGON BABIES

Some couples will do it for the sake of
novelty, some just for kicks, but what-

ever the reason for the rush to conceive a
millennium-cum-Dragon baby, parents-to-
be of their child this year should learn
something about their new family member
before his or her arrival.

Chinese New Year this year is on 5 Feb-

ruary as this is the new moon day — the
first day of the first Chinese lunar month in
the Chinese Lunar Calendar system.

Chinese will add one year to their Chinese
age on this day. If a baby is born on 3 Febru-
ary 2000, it is born in the year of Rabbit.

This baby will be two years old on CNY
day, because the Chinese count a baby as
one year old when he or she is born. The
baby needs to add one year to its age on
CNY day.

The first day of the Golden Dragon year
is 4 February 2000 in the Fortune-Telling

 C H I N E S E  N E W  Y E A R

F E AT U R E

By Hazel Ong
After the year 2000 triple celebrations of new year, new century

and new millennium, February brings another round of hattrick

festivities, namely, the continuation of Hari Raya Aidilfitri (until 7

February 2000), Chinese New Year (CNY) and Valentine’s Day.

Well, since Hari Raya will be over by the time of publication, this

issue features what you should know and can look forward to

during the other two celebrations.
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(Astrology) Calendar system because 4
February is the first day of the Tiger
month. The Tiger month is the first month
of the year in the Chinese Fortune-Telling
Calendar system.

So, if you still want to target for a Dragon
Baby, your child should be born between
4 February 2000 and 3 February 2001.

CHARACTERISTICS OF THE
FIRE-BREATHING ONE

The Dragon is one of the most power-
ful signs in the Chinese Zodiac. They

are giving, intelligent and tenacious, and
know exactly what they want and are de-
termined to get it.

It is ego that gets in their way, but even
so, this larger-than-life creature has a
knack for initiating projects and keeping
his subordinates motivated.

To them, it is their natural born right to lead
the way. They are born to achieve consider-
able material wealth during their lifetime.
However, they are not motivated by money.

“The Dragon is one of the

most powerful signs in the

Chinese Zodiac. They are

giving, intelligent and

tenacious, and know

exactly what they want and

are determined to get it.”

Metal to balance the weight of your Five
Elements, you will do good in year 2000.

This is because the Dragon contains the
three elements of Earth, Water and Wood,
which are considered as wet soil and are
the supporting elements of Metal. When
Stem is Metal and Branch is the support-
ing element of Metal, the force of Metal
increases. With a powerful Metal force, the
person who needs help from Metal will be
very lucky in year 2000.

If your lucky element is Earth, you will
be lucky too, as 60 per cent of the Dragon
is Earth. If your lucky element is Wood,
you will have some luck this year.

The Dragon is nicknamed Water Dam.
That means Water never runs dry. If your
lucky element is Water, you will have some
luck too. And if you can find Monkey and
Rat in your birth chart and major decade
cycle, it will be a very good year for you.

 Because when Monkey, Rat and Dragon
are together, they create a very powerful
force of Water. However, it will be a bad year
for you if Water is your unlucky element and
Monkey, Rat and Dragon are found together.

If your lucky element is Fire, you won’t have
too much luck in the year 2000, so they say.

Do note that these are just indications
for the prediction of your fortune in year
2000. But truly, no one can be 100 per cent
certain about anything, except that “we can-
not take anything out of the world.”

Note :  The above write-up and sidebar
below merely seek to create a better un-
derstanding of the Chinese culture
among our readers — not a ‘sermonette’
of what they must believe nor a pre-
scription of what they must do!  Ed.

 Having said that, Dragons are opportun-
ists, always looking for avenues to consoli-
date their power. They are good leaders,
knowing instinctively what needs to be
done to stay on top.

Don’t tr y to anger a Dragon. You
wouldn’t want to taste the wrath of this fire-
breathing beast.

 The Dragon should learn to be flexible,
compassionate and tolerant. Being high
and mighty can serve to inspire others, but
it also keeps Dragons from living their life
to the fullest.

If Dragons can learn to balance their
quest for success with an appreciation for
the little things, their life will be more than
worthwhile.

LOVE WITH THE DRAGON?

The Dragon is often loved. He is sel-
dom disappointed in love. In fact, he is

frequently the cause of some drama of despair.
The women of this sign are surrounded by
admirers and often demanded  in marriage.

Since love is in the air this season, find
out how compatible you are with the
Dragon.

LUCKY THIS YEAR?

Wondering what may be in store in the
Golden Dragon year?

According to certain Chinese experts, if
your lucky element is Metal and you need

COMPATIBILITY
Rat 95 One of the best-arranged unions.
Ox 48 Don’t, the two of you will fight constantly.
Tiger 76 Despite minor difficulties, it’s good for marriage.
Rabbit 85 Good team.
Dragon 34 They’ll always compete against each other.
Snake 63 This might work.
Horse 57 Love at first sight, but will go downhill.
Goat 74 A sound and stable relationship.
Monkey 82 Despite the differences, they’ll do just fine.
Rooster 72 Balanced but not passionate.
Dog 55 With reservation. The dog might suffer.
Pig 87 An excellent match.

(1 — least compatible; 100 — most compatible)

43

and Loveand Love



Akauntan Nasional February/March 2000

 VA L E N T I N E ’ S  DAY

F E AT U R E

It’s that time of year again when
love-birds hum the same tune.

Yes, Valentine’s Day is here once more. For
those in love, well and good. You would by
now have taken every possible and insig-
nificant event (especially to those who are
not in love) like your first-week anniversary
to that anniversary of the moment your
eyes first met, to celebrate, so what more
Valentine’s Day.

For you, we have some alternative ideas
of what you could do on 14 February, if you
are the type who would just go out and buy
roses or gifts from the departmental stores
or take your dearest out to some fancy res-
taurant.

Those who are not in love with someone
of the opposite sex can still show that you
love or care for others such as your mother,
father, siblings, best friends, pets (yes,
even pets receive goodies on Valentine’s
Day) or the inmates of an old folks’ home
or children at an orphanage.

It is anyway the season of love, and love
shouldn’t be confined just to the significant
other half, right?

What You Can Do For
Your Valentine

As promised, we will suggest some
thing a little dif ferent this time
round. Of course the classic bunch

of roses will still do wonders, but for a
change, women too can send Valentine
gifts or surprises to their boyfriends’ or
husbands’ offices. Why not?

Cupid At Work

              Again, Or   By Hazel Ong

Instead of the traditional rose, they can
send a potted plant (if the man likes gar-
dening), a new set of golf clubs, a branded
shirt or watch that he has been eyeing, or
whatever he fancies. The aim is to make
him feel special when those items are de-
livered (by someone else) to him with a
card expressing your love.

Guys, well, besides the flowers, you
could cook dinner for her! You may not be
the best chef, but the effort and time you
take to prepare the dishes and everything
will definitely melt her heart. Don’t forget
the roses, even if it is just one stalk. No
matter what they say in front of you,
women still appreciate flowers as an ex-
pression of love.

I once met a man who sent 144 stalks of
roses to his girlfriend two days before Val-
entine’s Day as preparation for his proposal
on the eve of the day of love.

And, of course, she agreed to marry him.
See, roses can ‘melt’ a lady’s heart!

If you need some help for recipes, there’s
always your reliable mother, cookbooks
and best of all homepages on Valentine
sites, which recommend many recipes of
love.

If you are artistically inclined, try mak-
ing some Valentine crafts for your dearest.
Again if you can’t think of anything your-
self, it’s just a mouse-click away.

Here are some sites, which you could
check out for ideas.

● http://craftsforkids.about.com/kids/
craftsforkids/msubvalent.htm

● http://www.geocities.com/Heartland/
7997/valcrafts.htm

— are sites for kids during Valentine,
but adults could easily modify such
lovely gifts like laced hear ts, mail
boxes, hair decorations for their loved
ones.

● For Valentine recipes and more crafts,
the following site is great, which can link
you to other lovey-dovey sites. Have fun!
http://ntl.sympatico.ca/~whogan/
valentin.htm

DID YOU KNOW?

According to Bruskin-Goldring Re-

search (United States), three per

cent of pet owners will give Valen-

tine’s Day gifts to their pets com-

pared to 48 per cent at Christmas.

If you are part of this three per

cent, don’t give your dog choco-

lates! It can be toxic to canines.

Over one billion Valentine cards

were delivered within the US in

1995. With the new three-cent

change in postage rates, the US

postal service added an extra

US$30 million to their coffers.

Who gets Valentine cards? Here

are the most popular receivers :

teachers, children, mothers, wives

and sweethearts.
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Top Ten List For Singles

Okay, now for those who are ‘spouseless’, ‘girlfriendless’ or ‘boyfriendless’ and
worse even ‘petless’, here are some suggestions from a website, which could
give you some clue as to what you can do :

(Drum roll, please ...)

10 If you’ve watched Bed of Roses, you’ll know what we’re talking about. There’s
nothing like a fresh rose to brighten your day and also someone else’s.

9 Get all-you-can-watch mushy movies of all time and see what silly things people
in love do. Then feel grateful that you’re not one of them.

8 In your most beautiful handwriting, pen a love letter to your sweetheart (imagi-
nary or otherwise), put it in a bottle and throw it in the sea. It’s kind of fun. Oh
and if you can’t find the sea, then go to the nearest river. Crystal clear waters
would be ideal, but muddy waters will do also.

7 It’s good to love. Just because you don’t have that someone special, it doesn’t
mean you should stop loving. Say “I Love You” to your friends or family. If your
ego gets bruised easily or you don’t want to appear too mushy, say it when they’re
asleep.

6 There’s nothing like a meaningful song to make a person smile, especially on a
bad day. If you can, read the lyrics to the person.

5 It’ll make you feel better knowing that there are others in the same boat (or
missed the boat), so it’s time to see how many of your friends are single and
living life to the fullest, still.

4 Dog or cat recommended. The good thing is that a pet does not talk back to you.
It listens to your moans and groans, with those sad puppy eyes and lies by your
side through thick and thin.

3 It’s time to get to the truth about St. Valentine and how this tradition started. It’ll
reinforce that what’s important is that you spread the seeds of love around.

2 Trust us, this one will open your heart and make you feel lighter than any diet
programme.

1 If all attempts fail, count sheep and sleep. But dream of love, love and love. To-
morrow’s another day, so sail on sailor. And remember when the going gets
tough, the tough gets going.

http://www.zoom.com.my/archive/m-valen/m-valen.html

How It All Began

Some of you have probably heard this
story before, but for those who have
not and for those who just want to

recall this amazing story to get into the
mood, here it is.

This time we will let St. Valentine himself
tell you what happened to him, which led to
the universal celebration of the day of love.

St. Valentine’s Story

Let me introduce myself. My name
is Valentine. I lived in Rome during
the third century. That was long,

long ago! At that time, Rome was ruled by
an emperor named Claudius. I didn’t like
Emperor Claudius, and I wasn’t the only
one! A lot of people shared my feelings.

Claudius wanted to have a big army. He
expected men to volunteer to join. Many
men just did not want to fight in wars. They
did not want to leave their wives and fami-
lies. As you might have guessed, not many
men signed up. This made Claudius furious.

So what happened? He had a crazy idea.
He thought that if men were not married,
they would not mind joining the army. So,
Claudius decided not to allow any more mar-
riages. Young people thought his new law
was cruel. I thought it was preposterous! I
certainly wasn’t going to support that law!

Did I mention that I was a priest? One of
my favourite activities was to marry cou-
ples. Even after Emperor Claudius passed
his law, I kept on performing marriage cer-
emonies — secretly, of course. It was re-
ally quite exciting. Imagine a small candle-
lit room with only the bride and groom and
myself. We would whisper the words of the
ceremony, listening all the while for the
steps of soldiers.

Roses are red my love,

Violets are blue,

Sugar is sweet my love,

But not as sweet as you.
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One night, we did hear footsteps. It was
scary! Thank goodness, the couple I was
marrying escaped in time. I was caught.
(Not quite as light on my feet as I used to
be, I guess.) I was thrown in jail and told
that my punishment was death.

I tried to stay cheerful. And do you know
what? Wonderful things happened. Many
young people came to the jail to visit me.
They threw flowers and notes up to my
window. They wanted me to know that they
too believed in love.

One of these young people was the
daughter of the prison guard. Her father
allowed her to visit me in the cell. Some-
times we would sit and talk for hours. She
helped me to keep my spirits up. She
agreed that I did the right thing by ignor-
ing the Emperor and going ahead with the
secret marriages. On the day I was to die,
I left my friend a little note thanking her
for her friendship and loyalty. I signed it,
“Love from your Valentine.”

I believe that note started the custom of
exchanging love messages on Valentine’s
Day. It was written on the day I died, 14
February, AD 269. Now, every year on this
day, people remember. But most impor-
tantly, they think about love and friendship.
And when they think of Emperor Claudius,
they remember how he tried to stand in
the way of love, and they laugh — because
they know that love can’t be beaten!

(Above personal account of St. Valentine’s
story can be accessed from the following
website : http://www.pictureframes.co.uk/
pages/saint_valentine.htm)

So about two centuries later, in AD
496, Pope Gelasius decided to out-
law the pagan festival of Lupercian,

which was a celebration of sensual pleas-
ure in honour of the god of fertility.

The festival was celebrated in mid-Feb-
ruary and was a time for couples to meet
and court a prospective mate. Gelasius
cleverly replaced it with a similar celebra-
tion deemed morally suitable. He needed
a saint who represented lovers to replace
the pagan deity Lupercus. That was how
martyred Bishop Valentine was chosen as
the patron saint of the new festival.

Now you have it. And if you have noth-
ing else to do on Valentine’s Day, maybe
you could tell this story to your friends and
family or someone you want to impress.
Hint, hint.

Roses

The flower of love, a ‘must-have’ dur-
ing Valentine’s Day. You don’t think so?

Well, then explain to me how the prices
of these buds can rise from RM1-3 per stalk
normally to RM8-10 on that day. And you
know what? They still sell like hot-cakes.

Since you pay so much for them, at least
know what they represent, especially when
you send them to loved ones to convey
your message to them.

The meaning of roses widely depends on
culture. These are the formal meanings in
English-speaking culture, which are still
used in society today.
● White roses are for true love
● Red roses are for passion.
● Yellow roses are for friendship.
● Black roses mean farewell.

Modern meanings
● Red roses mean love.
● Yellow roses mean friendship.
● Pink roses mean friendship or sweet-

heart.
● White roses mean purity of the mind.
● Black roses mean hate and death.

Lastly, here’s wishing all of you a Happy
Valentine’s Day and may you have a good
one this year, the first in the new millennium.

It takes three seconds to say, “I love you”.

Three minutes to explain it,

Three hours to demonstrate it,

Three days to appreciate it,

Three trimesters to produce it,

but a LIFETIME to prove it!
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Shades of Love
In the English language, we often understand ‘love’ in just one word — love. Not

in Greek language though. According to Kenneth Wuest, there are four words in
the Greek language for ‘love’ — four shades of love.

Eran is a love that has its basis in passion, which seeks satisfaction, as used in
pagan Greek writings of sex love, while stergein is a love that has its basis in one’s
own nature, a natural affection due to close relations to one another (e.g. love of
parents for their children, vice versa).

In the case of philein, it is a love that has as its basis pleasurableness. It is unimpassioned
love, love of liking, friendly affection. In this instance, both parties have things in com-
mon with one another and they enjoy each other’s company as friends.

Then, we have agapan — some believe this to be the greatest of all virtues, the
highest form of love. This love has its basis in value and preciousness. It is a love
that recognises the worthiness of the person loved that causes one to prize it. It is a
love of complete devotion. Such love may even cause one to give up his life for
another so loved — sacrificial in other words.

Such love also speaks about one’s character or attitude toward others. One Mr.
Paul of ancient Tarsus in Cilicia defined this form of love poetically ...

Love is patient and kind;
Love is not jealous or boastful
is not arrogant or rude.
Love does not insist on its own way;
It is not irritable or resentful;
It does not rejoice at wrong,
But rejoices in the right.
Love bears all things,
Believes all things,
Hopes all things,
Endures all things,
Love never ends ....
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based International Rice Research Insti-
tute has started the Asian Rice Biotech-
nology Network to produce transgenic rice
better able to resist yellow stem and
striped stem borers.

The Asian Maize Biotechnology Net-
work, begun by the Mexican-based Inter-
national Maize and Wheat Improvement
Centre, is focusing on traditional breeding
methods at the moment, but hopes to pro-
duce transgenic plants later that are higher
yielding and resistant to pests.

Many Asian governments, adopting the
position of the World Health Organisation,
believe there is insufficient evidence that
eating GM food is harmful. Malaysia, for
example, permitted the import of GM
soybeans from the US in 1997.

 B I OT E C H N O L O G Y

What’s The Future Like With
Biotechnology

BY T. J .  TAN
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Biotechnology is the “next
big thing” for Asia’s agri-
cultural planners in the
new millennium. Despite

ethical, moral and even some scientific ob-
jections, Asian nations are embracing the
technology as a means of feeding their ex-
ploding populations this century.

Asia’s population is rising rapidly. It is
predicted that Asia’s population would ex-
pand from 3.3 billion in 1997 to 4.7 billion
in 2030, necessitating as much as a 50 per
cent increase in Asia’s cereal output. Ac-
cording to the United Nations (UN), the
average family in Asia now has 2.7 chil-
dren. Increases to cereal output are lim-
ited by insufficient irrigation and planting
areas. In countries such as Thailand, ar-
able land is becoming scarce because of a
growing population and environmental
degradation.

According to the UN Food and Agricul-
ture Organisation (FAO), Indonesia, Laos,
North Korea and Afghanistan are strug-
gling to produce sufficient food to feed
their populations.

In China, the world’s first genetically
modified (GM) rice — developed by the
China Rice Research Institute — is ready
for large-scale production after field trials.
The rice is modified to resist pesticides.

China, which says the rice is not harm-
ful to health, as well as Argentina, Canada
and South Africa, saw a big increase in land
planted with GM crops last year.

Field testing of GM plants has also taken
place in Thailand, Indonesia, the Philip-
pines and Japan. However, commercial
production — of Bt cotton — has so far
occurred only in China.

The plant is engineered to produce Bt,

a protein originally found in a soil bacte-
rium, Bacillus thuringiensis, to ward off
pests.

The Philippines is the latest country in
the region to field test GM plants. It is test-
ing Bt corn, which produces Bt to fight off
the Asian corn borer that damages up to
30 per cent of the Philippines corn crop
yearly.

Asian scientists have formed the Asia-
Pacific International Molecular Biology
Network to share information and raise
biotechnology.

In an example of cross-border co-opera-
tion, the Papaya Biotechnology Network
was begun last year. Malaysia, Vietnam,
the Philippines, Indonesia and Thailand are
modifying resistance in the papaya against
the papaya ring spot virus, which has para-
lysed crops in parts of South-East Asia,
with the aid of US agro-chemical giant
Monsanto.

Businesses in these countries will be
able to acquire the technology when it is
developed through the Mexican-based In-
ternational Service for the Acquisition of
Agri-Biotech Applications.

Cross-border co-operation is also taking
place for maize and rice. The Philippines-

“... there are serious concerns,

especially over the potential

allergic response to the new

gene among consumers, the

consequences of transgenic

fish escaping into the wild, and

the passing of transgenes into

the wild population.”

F E AT U R E
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“While consumers in

Asia remain largely

unconcerned about GM

foods, there has been a

strong backlash in

Europe over the past

year, where supermarkets

have taken foods

containing oil from

genetically modified

corn and soya beans off

their shelves. Concern

about GM foods is also

growing in the US ....”

F E AT U R E
B I O T E C H N O L O G Y



Akauntan Nasional February/March 2000

Indonesia is especially aggressive in pur-
suing biotechnology in agriculture. Its zeal
for biotechnology stems from an urgent
need to increase agriculture output to feed
its burgeoning population (over 200 mil-
lion). It also faces little opposition to bio-
technology.

Transgenic fish research — dubbed the
“blue revolution” — is being conducted in
China, India, South Korea, the Philippines
and Thailand. Efforts have focused on
tilapia and carp to increase aquaculture out-
put. Experts at the Philippines-based Inter-
national Centre for Living Aquatic Re-
sources see production of transgenic fish
as “a promising approach to enhance glo-
bal food security and efficiency by devel-
oping high performance fish.”

Tilapia production is increasing in Asia.
It is one of the most popular aquaculture
species in China, the Philippines and In-
donesia, Taiwan and Thailand.

Currently, most Asian research on
transgenic fish involves growth hormone
gene transfer. This has enabled the growth
rate of channel catfish (Ictalurus punctatus)
and common carp (Cyprinus carpio) to in-
crease by 33 per cent and 150 per cent re-
spectively in simulated commercial condi-
tions in ponds. The fish also have improved
protein levels and reduced fat.

In laboratory experiments, transgenic
carp with rainbow trout growth hormone
have improved disease resistance and tol-
erance of low dissolved oxygen levels.

Fishery specialists of the FAO believe
there is tremendous potential for increas-
ing output through biotechnology. They
expect “the need for increased output from
aquaculture in order to meet the demand
from a growing world population as well
as to compensate for the stagnation in the
wild catch will lead to intensified efforts in
research into new technologies including
biotechnologies.”

However, there are serious concerns, es-
pecially over the potential allergic response
to the new gene among consumers, the
consequences of transgenic fish escaping
into the wild, and the passing of transgenes
into the wild population.

For example, researchers have found
that an aquarium fish, Japanese medaka

(Oryzias latipes), modified with a
growth gene hGH were more suc-
cessful in attracting mates. This
meant that the gene spread rapidly
through the population. However,
only two-thirds of the modified
medaka survived to reproductive
age, compared with wild medakas.
The spread of the growth hormone
gene could, therefore, make
populations dwindle and eventually
become extinct.

Using a computer model, the re-
searchers discovered that releasing
60 modified fish into a wild popula-
tion of 60,000 resulted in extinction
in just 40 generations. Release of
even a single modified fish could
also result in extinction, though over
a longer period.

While consumers in Asia remain
largely unconcerned about GM
foods, there has been a strong back-
lash in Europe over the past year,
where supermarkets have taken
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“... biotech supporters and agribusiness leaders are

confident that the need to feed a growing world popula-

tion makes it inevitable that biotechnology will play an

essential and central role in 21st Century farming.”
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foods containing oil from genetically modi-
fied corn and soya beans off their shelves.
Concern about GM foods is also growing
in the US, where GM soya beans, corn and
other crops have been around for the past
five years.

Consumer fears about the safety of novel
crops were fanned by well-conducted cam-
paigns by anti-biotech groups and worries
that biotechnology is likely to create
superweeds and the widespread destruc-
tion of beneficial insects such as butter-
flies.

Biotech opponents and numerous scien-
tists are challenging the principle, backed
by the US government, that GM foods are
“substantially equivalent” to non-GM foods
and consequently do not need to be tested
for their safety. They contend that experi-
ments that would justify the “substantial
equivalence” of GM foods have not been
done. Because of negative public senti-
ment, governments in the US and Europe
are reviewing how to approve GM crops
and how to label GM ingredients.

In Asia, controversy is slowly growing
in Japan, where seven local governments
have eliminated GM foods from school
meals, following petitions from parents.

Japan is requiring labelling of GM foods.
Still, biotech supporters and agribusiness

leaders are confident that the need to feed
a growing world population makes it inevi-
table that biotechnology will play an essen-
tial and central role in 21st Century farm-
ing.

They argue that biotechnology produces
foods that are healthier, more nutritious,
and even taste and look better. More food
can also be produced using fewer pesti-
cides, less land and less water. Food bio-
technology is the best hope to help reduce
world hunger, while putting less stress on
the world’s environment, they contend.
This is particularly important in develop-
ing countries where valuable temperate
and tropical forests are routinely cut down
for farmland.

The US think-tank International Food
Policy Research Institute predicts that
world demand for rice, wheat and maize
will increase 40 per cent by 2020 — and
the only way to feed those mouths is
through biotechnology. The UN estimates
that the world’s population could more
than double in the next 50 years. Much of
that population growth will be in some of
the world’s poorest regions.

The World Bank and the Consultative
Group on International Agricultural Re-
search estimates that biotechnology could
help increase world food productivity by
up to 25 per cent in the developing world.
Few other technologies will be able to ap-
proach biotechnology’s potential to help
address global hunger in the 21st Century.

Biotech researchers have begun devel-
oping fruits and vegetables that contain
more beta-carotene and vitamins C and E.
They are also developing a banana that can
be used to deliver vital oral vaccines for dis-
eases such as hepatitis B.

A recent breakthrough was a project to
alter rice, so that it would produce the pro-
tein necessary to create vitamin A in its
grain. That development is estimated to be
five years from commercialisation, but it
was widely hailed in developing nations as
a way to help prevent the deaths of up to
three million children annually and elimi-
nate millions of cases of blindness.

Other benefits that can be expected in the
near future include nutrient-enhanced straw-
berries, single-serving melons, sweeter peas
and healthier oils, margarine and shorten-
ing, according to pro-biotech groups.

There could also be plants that can re-
sist drought and flood, heat and cold, and
are more tolerant to salt and metals that
might be present in the soil, enhancing a
crop’s ability to withstand adverse grow-
ing conditions.

Research is also being conducted to pro-
duce GM trees with better wood quality
and yield and that require fewer chemicals
in paper and pulp production. The world’s
demand for renewable energy, fibre and
building materials from wood is growing
rapidly, according to biotech supporters.

Like a ball rolling down the playground
slide, it would seem there is no turning
back for biotechnology. But anti-biotech
groups and certain scientists may have
something up their sleeve like punching
holes in the slide?

Mr. TJ Tan studied marine biology/oceanog-
raphy in college but is now a Kuala Lumpur-
based freelance journalist. He contributes
frequently to the Financial Times newspa-
per of London and Newsweek magazine.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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PU LS E
of the Economies

MAJOR INTERNATIONAL
DEVELOPMENTS

Frontier Thinking In Economics

R ecently, renowned 90-year old management guru Prof. Dr.
 Peter Drucker challenged key economic assumptions in
 an interesting interview with the Asian Wall Street Journal

(3 Jan 2000). The write-up below is based on that interview article.

n The national economy as a unit of activities in which mon-
etary and tax policy determines the behaviour of both indi-
viduals and businesses are no longer tenable, he argues.
“Goods and services are increasingly global, even if your mar-
ket is purely regional, purely local. Your potential competi-
tion overnight can be from anyplace in the world. Someone
has a nice niche in a regional market in Dayton, Ohio. Over-
night, somebody from Denmark takes over the market”, Dr.
Drucker elaborates.

n The scarcity axiom — a situation in which less of a good is
freely available than consumers would like — is also no longer
defensible. To Dr. Drucker, the ‘limited in supply’ principle
does not apply to information and he illustrates this by way of
two real-life examples :

“There is the company that gave you the map and driving
direction you used to get from the Los Angeles airport to
(your) home; you go to the Internet, and they don’t charge
a penny. They make their money from advertising, which
you have to look at to get these directions. They understand
that the scarcity axiom does not apply to information be-

 E C O N O M I C  U P DAT E

E C O N O M I C S

A column to provide accountants with a macro

snapshot on the major economic and financial

developments, and to alert accountants on leading

edge issues that are crucial to their operations.
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cause they can keep giving away information. On the other
hand, there is a major newspaper ... which believes in sell-
ing subscriptions to the online edition of the paper, which is
a total misunderstanding. It should be given away to create
a larger subscription base. The first company understands
information, the second one has yet to learn.”

n The third axiom, which Dr. Drucker contends to be not valid
anymore, is this : “… if you sell or transfer something, you no
longer have it, you have lost it.” This axiom too does not apply
to information. On the contrary, he explains, “you have no
information ... unless you share it. Sure, of course, you try to
keep strategic information to yourself. But when your prod-
uct is information, information accrues as you release it.”

n Yet another outmoded assumption is that production, employ-
ment and value move in parallel.

“In the 20th century, certainly since 1918, the relative value
of the products of agriculture and minerals relative to
manufactured goods has been going down by one per cent
a year compounded. At the same time, agricultural pro-
duction has exploded the world over, even though agricul-
tural employment has disappeared since World War I ....
We face the same situation now in manufacturing (in the
US). Forty years ago ... 3.5 per cent of all the workers were
in manufacturing. The figure is now less than 18 per cent,
while manufacturing production has tripled,” he observed.

IMF Urged To Reform

US Treasury Secretary, Mr. Larry Summers, recently pro-
posed scaling back the role of the International Monetary
Fund (IMF) to allow the private sector a greater role in

providing finance to poorer countries. He urged the IMF to focus
on its “core competencies” by giving up the provision of long-
term finance to countries that ought to be able to use private sec-
tor resources.

“The IMF cannot expect its financial capacity to grow in paral-
lel with the growth of private sector capital flows. It should not be
a source of low-cost financing for countries with ready access to
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private capital, or long-term welfare that cannot break the habit
of bad policies,” he argued. The IMF should concentrate on pro-
viding short-term financing for countries threatened by balance
of payments problems, financial contagion or market panics.

Mr. Summers proposed that the IMF should do more to collect
and share financial information, and to disseminate that informa-
tion to global markets and investors. It should promote better as-
sessments of whether countries are likely to run into trouble, e.g.
by running unsustainable exchange rate regimes. He said the goal
should be for emerging market economies to “reach the point
where calling on the IMF for financial support is unthinkable”.
The IMF noted Mr. Summers’ proposals “with keen interest”.

MAJOR DOMESTIC
DEVELOPMENTS

Changing Trends In Services Sector

The last decade has seen the emergence of the services
sector as a new growth sector in helping to transform the
Malaysian economy into a high-technology driven and

high value-added economy.
This can be partly attributed to the effective policy measures to

develop the services sector. Capital investment in the services
sector expanded in the 1990s, in tandem with accelerated indus-

trialisation.
So also, rapid technological developments, globalisation of the

world economy, and deregulation and deepening of financial mar-
kets have strengthened the inter-linkages between the services
sector and the other sectors of the economy.

As a result, the services sector has taken on a higher profile,
while in certain respects its role has changed somewhat :

n Its value added recorded a strong growth of 10.8 per cent in
1988-97, before declining marginally by 0.8 per cent in 1998
due to the financial crisis. It has since recovered by 0.6 per
cent in 1H99.

n Share of services sector as a proportion of Gross Domestic
Product rose to 51.8 per cent in 1997 (45.3 per cent in 1987).

n Relative importance of various sub-sectors has changed :

• Intermediate services have gained importance along with
expanding international trade and economy (12.9 per cent
average annual growth in 1988-97). Such services include
transportation, storage and communication, finance, insur-
ance, real estate and business services.

• Meanwhile, final services sub-sector (comprising utilities,
wholesale and retail trade, hotel and restaurants, govern-
ment services and other services) grew at a relatively more
moderate pace (averaging 9.7 per cent a year)

n Several initiatives were implemented to promote the export

Contribution of the Services Sector to Gross Domestic Product

INTERMEDIATE SERVICES FINAL SERVICES

Finance,

Insurance, Wholesale
Transport, Real Estate, and Retail
Storage and Electricity, Trade,

and Commu- Business Gas and Hotels and Government Other Total
Total nication Services1 Total  Water Restaurants Services Services Services2

                              % OF GDP

1987 14.2 6.5 7.7 31.1 2.6 10.8 10.9 6.8 45.3

1997 19.7 7.5 12.2 32.2 3.1 15.0 6.6 7.5 51.8

1998 20.8 8.2 12.6 34.8 3.4 15.7 7.3 8.4 55.6

  1999* 20.3 8.1 12.2 34.3 3.4 15.2 7.2 8.4 54.6

              AVERAGE CHANGE IN %

1970-82 8.9 11.6 7.2 8.7 9.4 7.9 9.8 7.8 8.8

1983-87 5.6 6.3 5.1 3.3 9.0 1.0 4.6 4.2 4.1

1988-97 12.9 10.8 14.4 9.7 11.1 13.0 4.0 10.3 10.8

1988-98 11.4 9.9 12.6 8.7 10.3 11.4 3.8 9.7 9.7

1999* 1.8 3.0 1.0 2.8 4.2 1.5 3.5 4.0 2.4

1 Include owner-occupied dwellings.
2 Total may not necessarily add up due to rounding.
* Estimate.               Source :  Department of Statistics and Ministry of Finance.
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of services, specifically export-oriented/import substitution
services such as tourism, airline, education, port and port-
related services, advanced communication services, financial
and managerial services, and computer-related services.

n Efforts were undertaken to enhance the competitiveness of
the services sector, including launching the Multimedia Su-
per Corridor in 1996 with its initial seven flagship applications
viz. electronic government, smart schools, telemedicine, re-
search and development clusters, borderless marketing cen-
tres, worldwide manufacturing web and smart cards. Also, con-
tinued reform of the financial sector will contribute further to
the competitiveness of the services sector, as the economy
moves into a more liberalised environment in the 21st Cen-
tury.

Note :  Excerpt from Bank Negara Malaysia’s publication, The Cen-
tral Bank and the Financial System in Malaysia — A Decade of
Changes, 1989-99.

Danaharta Plans To Dispose Of Assets

After successfully carving out bad loans from the banking
system, Danaharta is looking to dispose of its assets. By
1Q2000, Danaharta would have about US$12.63 billion

(RM48 billion) of bad loans in its books, about 40 per cent of total
non-performing loans in the banking system.

Danaharta is moving cautiously towards auctions, so as not to
depress the stock and property markets. The agency has already
initiated recovery efforts on 66 per cent of the RM40 billion in
loans it currently has in its books. It also hopes to complete the
sale of foreign-loan assets by June 2000.

In July 1999, Danaharta put up US$142.45 million in principal
value by restricted tender to foreign institutions. Of that amount,
US$94.95 million of loans were sold for a total consideration of
US$52.49 million, giving Danaharta a recovery rate of 55 per cent.
Some US$47.5 million of loans were held back as the bids received
were not attractive enough.

TRACKING THE MALAYSIAN
ECONOMY

Industrial Production Index (IPI) Rises

M alaysia’s IPI surged by 23.1 per cent year-on-year in
  November 1999, underpinned by the resurgence in the
 manufacturing sector. The manufacturing output

surged by 31.6 per cent from a year earlier.
Also up was the production index for the electricity sector, which

rose by 4.3 per cent. However, the mining sector index declined
by 1.9 per cent.

On a month-to-month basis, the November IPI was 2.1 per cent
higher than October’s level.

For the first 11 months of 1999, the IPI went up by 8.4 per cent,
compared with the corresponding period in 1998. The rise was
due to increases of 11.7 per cent in the manufacturing output and
3.3 per cent in the electricity sector.

Trade Surplus Continues To Soar

M alaysia chalked up a RM5.5 billion trade surplus in
 November 1999, compared with a surplus of RM6.5 bil-
  lion a year ago. The surplus was the 25th consecutive

one since November 1997.
The trade surplus was achieved despite a higher growth rate in

imports (23.4 per cent) against exports (13.4 per cent). Total ex-
ports in November 1999 were valued at RM27.9 billion (RM24.6
billion a year ago), while imports amounted to RM22.4 billion
(RM18.2 billion a year ago). Electrical and electronic products,
accounting for RM16 billion or 57.2 per cent of total exports, grew
by 16.1 per cent or RM2.2 billion.

During the first 11 months of 1999, Malaysia recorded a 22.9
per cent increase in its trade surplus to RM63.6 billion, compared
with RM51.7 billion in 1998.

External Reserves Rose Slightly

A s at 15 December 1999, Malaysia’s external reserves rose
 slightly to US$30.3 billion (equivalent to six months of
 retained imports), compared with US$30.2 billion at end-

November. The figure was much higher at end-August 1999
(US$32.3 billion or equivalent to 6.9 months of retained imports).

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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Banking Indicators Show Improvement

Money supply (M3) rose by 0.9 per cent in November 1999,
compared with a 0.1 per cent increase a month earlier.
The annual  growth of M3 at end-November stabilised

at 7.9 per cent (eight per cent in October).
The increase in M3 reflected mainly the expansionary impact

of the government sector and claims on the private sector. The
government sector exerted an expansionary impact of RM1.9 bil-
lion as the Government drew down on its deposits (RM2.1 bil-
lion) placed with Bank Negara to finance its expenditure. Mean-
while, claims on the private sector increased by RM1.4 billion,
due solely to higher loans extended by the banking institutions.

Total deposits mobilised by the banking system turned around
to increase by 0.8 per cent in November (-0.8 per cent in Octo-
ber), reflecting mainly higher deposits placed with commercial
banks. On an annual basis, total deposits increased by 4.1 per
cent as at end-November (four per cent as at end-October).

Total loans outstanding (including non-performing loans sold
to Danaharta), extended by the banking system also turned
around to increase by 0.3 per cent in November (-0.3 per cent in
October). On an annual basis, total loans outstanding increased
by one per cent at end-November, with commercial banks record-
ing an annual growth of 4.8 per cent.

WORLD OF E-TRANSACTIONS

E-business Transforms The
Professional Services Sector

Andersen Consulting (AC) plans to set up an Internet ven-
ture  fund focused on Internet companies — the latest sign
that rapid growth of e-business is transforming the pro-

fessional services sector. About US$500 million of the US$1 bil-
lion fund will come from AC, and the rest from private investors
and venture capital groups. The fund will be dispersed over the
next five years. AC will invest mainly in business-to-business e-
commerce venture in the US and internationally.

Another development reflecting changes in the professional
services sector is the merger between two leading Internet con-
sulting groups, USWeb/CKS of San Francisco and Whittman-Hart

of Chicago. The two groups, which announced plans to merge in
a stock swap valued at almost US$6 billion, would create the
world’s largest Internet consulting group.

Competition in the Internet consulting sector is intense, and
Internet specialists are already competing with traditional con-
sulting groups.

Internet-Based Economy Set To
Enjoy Greater Growth

In year 2000, the Internet-based economy is expected to un-
dergo increased activity, thus boosting the growth of the in-
formation technology sector. An Internet-based economy re-

fers to any economic activity involving trade, business and bank-
ing transactions through the Internet. This encompasses e-com-
merce, e-business and e-banking.

The e-commerce market is expected to create economic value
in excess of US$1 billion five years from now. Transactions world-
wide are expected to exceed US$1 trillion by 2003, with 20 per
cent coming from Asia alone.

Mr. Chin Kwai Fatt, Executive Director of management con-
sulting and e-business services of PricewaterhouseCoopers
Malaysia, estimates that Malaysia’s online subscriber base will
reach 1.5 million by the end-2000.

There is also increased government support towards develop-
ing Internet services. Initially, there were only two Internet serv-
ice providers (ISPs) — TMNet by Telekom Malaysia Bhd and
Jaring by Mimos Bhd. Other companies awarded ISP licences
are Celcom (M) Sdn Bhd, Mutiara Telecommunications Sdn Bhd,
PrismaNet (M) Sdn Bhd and Bina Sat-Com Sdn Bhd.

“Return on investment (ROI) of e-commerce is not immediate
and one has to develop a clear set of ROI methods for tracking
business returns while having deep pockets to continue staying
on with it”, said Mr. Chin. According to PricewaterhouseCoopers,
the local banking and financial fraternity can expect to earn
US$500 million annually this year.

Currently, there is a lack of critical mass. Internet subscribers
make up four per cent of Malaysia’s population of 22 million and a
minimum level of 15 per cent of the population is needed for ‘busi-
ness to consumer’ e-commerce to be successful.

Note :  Information for the “Pulse of the Econo-

mies” column were obtained from various

sources viz. Asian Wall Street Journal (15 Dec

1999 & 3 Jan 2000), Financial Times (14 & 15

Dec 1999), The Star (4 Jan 2000), New Straits

Times (4 Jan 2000), Bank Negara Malaysia’s

publication, The Central Bank and the Finan-

cial System in Malaysia — A Decade of Changes,

1989-99, and NEAC’s website.
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Remember the time when your
boss assigned you to take
charge of seating arrangements

for VIPs in a major function?
 And how after spending sleepless nights

plotting out the arrangements, some
guests still complained they were dissatis-
fied with where they were seated. Some of
them may have felt they were too good to
sit beside another VIP or worse, they could
not get along with a particular VIP who was
seated beside them.

Though it is true that you cannot please
everyone all the time, you can at least try
to please most of them, most of the time.

The solution to this predicament? Learn
the right protocol. That’s the way to go in
efforts to ensure that VVIPs and VIPs feel
happy and comfortable whenever they are
invited to one of your functions.

Well, if you’ve been in this situation before
or plan to avoid one in the future, read on for
some important tips from En. Hashim Hassan,
who is Assistant Secretary in the Ceremonial
and International Conventions Secretariat of
the Prime Minister’s Department and also
Head of the Research Unit (Protocol).

He was recently invited to give a talk on
protocol to the Institute’s staff on 6 Decem-
ber 1999.

With 18 years of experience, working
with different ministries and Government
departments, En. Hashim now conducts
talks on protocol practices in Malaysia,
sharing many humorous moments he en-
countered along the way, while serving the
Prime Minister, Cabinet ministers, royalty,
as well as foreign dignitaries.

Who Comes First?

I n the prestigious and somewhat com-
plicated world of who’s who, who ar-
rives first or last for an official func-

tion, or who sits where or gives the open-

Protocol Tips
BY HAZEL ONG

ing or closing speech, protocol is critically
important.

So important is protocol that an official
list of who’s who was tabled in Parliament
and then gazetted on 22 January 1998.

The list now known as “The Federal Or-
der of Precedence” divides such important
people into eight categories, namely, the
royalty and heads of Government and
State, elected representatives, high-rank-
ing Government officials, award recipients,
professional positions (e.g. Mayor and
Auditor-General), judiciary, foreign digni-
taries and State officials.

With this order of precedence, those or-
ganising major events are able to ensure
that VIPs are treated according to their
ranking on the list.

En. Hashim, however, pointed out that
this order of precedence should be ad-
hered to at the federal level, but may dif-
fer from state to state. It is very important
to check with officials of different states
regarding their order of precedence if any
official function is to be held there.

Seating Arrangements

Likewise, the seating arrangements
of important functions must follow
an order of precedence.

Imagine seats in a row up on the stage.
If the number of VVIPs attending the func-
tion is an odd number, the guest-of-honour
should be seated in the centre. Seniority
begins from the right side of the guest-of-
honour, followed by his left side, then back
to the right. The sequence is repeated un-
til all the guests are seated.

If the number of guests attending is an
even number, seniority begins from the left
side of the guest-of-honour (refer to graph-
ics opposite).

En. Hashim cautioned that there should
not be too many guests seated on a stage

together with the guest-of-honour to avoid
stealing his or her limelight.

“The host should also sit beside the
guest-of-honour,” he said.

“Say, for example, the Prime Minister
came for an MIA function. He will want to
know about the Institute, so your President
Dato’ Hanifah Noordin must be seated be-
side him to answer any questions the PM
may have,” he explained.

From experience, En. Hashim advised
function organisers to have a VIP holding
room, so as to avoid unintended embar-
rassing moments. VIPs should only be ush-
ered into the function hall after a reason-
able allowance has been given for latecom-
ers or unexpected turn-ups.

“Once there was a very senior minister

• Royalty and Heads of

Government and State

• Elected

Representatives

• High-ranking

Government Officials

• Award Recipients

• Professional Positions

• Judiciary

• Foreign Dignitaries

• State Officials

ORDER OF
PRECEDENCE
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who confirmed he was not coming. Then
he appeared after the function had started
and demanded for a seat, which had not
been allocated for him, because he didn’t
reply he was coming.”

“He, of course, complained to the top and
my department was called up. Being the
minister, he will always have the last say,”
he said.

By having a holding room, he said, the
organising committee will have time to pre-
pare an extra seat at the right position for
unexpected guests, adding that another
contingency would be to avoid arranging
the chairs too closely, so that there will al-
ways be room to accommodate an extra
guest should the need arise.

En. Hashim said the criteria to distin-

guish the seniority of a person’s position
in society depends on his date of appoint-
ment to his position. The longer, the more
senior or important. If all of them served
an equal number of years, then the next
criteria would be the size of the organisa-
tion they serve. If this is equal, then age
would be used, he added.

For a wife having a higher position in so-
ciety, she would still be seated on the left,
while the husband sits on the right. An-
other way of arranging married couples,
he said, “was to sit the wife opposite the
husband on the same table.”

“Datuk Seri Rafidah Aziz usually comes
for functions alone. In this case, the hus-
band-across-the-wife arrangement will bet-
ter accommodate ‘lone rangers’,” he said.

Correct Forms Of Address

T  his, of course, has nothing to do
with where you live. Knowing how
to acknowledge a titled person is

a delicate matter, and if not properly done
may result in a call-up when your boss re-
ceives an official complaint.

Recollecting a past experience, En.
Hashim said one of his former colleagues
was once puzzled over the fact that her re-
lationship with a certain Datin had turned
sour overnight.

His friend was confused because she and
the Datin were buddies. En. Hashim said
he then asked her to check whether the
Datin’s husband had then been recently
conferred a higher title.

After some investigations, his colleague
confirmed that indeed, the Datin’s husband
was now a Datuk Seri, which in turn made
her a Datin Seri.

“I then told my friend that is the reason
why the Datin stopped talking to you. Be-
cause you still call her Datin, instead of
Datin Seri,” he said, causing laughter to
erupt in the room.

The remedy was simple. His friend
started using the title Datin Seri on her
friend. Soon enough, their relationship was
patched up and they were buddies again.

En. Hashim said this story illustrates that
VIPs or even their wives may become sen-
sitive about the way they are addressed, al-
though many people may think of it as petty.
So, always be updated with their most re-
cently conferred titles and you will be saved.

In Malaysia, he said, titles can be a bit
confusing and sound the same, as they are
conferred by different states and are dif-
ferentiated by unique spelling.

For example, he said the title Dato’ is
used for all states with a Raja and also
Penang, while Datuk is used for Federal
Territory, Melaka, Sabah and Sarawak.

He cautioned that our Prime Minister’s
title is Dato Seri Dr Mahathir Mohamad
(notice there is no apostrophe when spell-
ing his Dato).

The seniority of Datukship also varies
from state function to federal function, e.g.
in a state function a Dato’ Seri Utama is

 P R O TO C O L
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VIP Positioning According to the Order of Precedence
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ODD-NUMBER

1 23 4

1 32
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guest-of-honour
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Left-hand
side

Seniority from the right of the guest-of-honour
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En. Hashim Hassan receiving a token of appreciation from Vice President, Mr. Soon
Kwai Choy. Looking on is En. Ahmad Salleh, special assistant to the MIA President.

 P R OTO C O L
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deemed to be higher than a Tan Sri because
it was the state that conferred the Dato’ Seri
Utama title. However, in a federal function,
a Tan Sri is higher in ranking.

But what would you do if the Datuk decides
to bring his second or third wife, instead of
his first and official wife? In such cases, En.
Hashim said the best solution is to print on
the invitation card Datuk ‘A’ dan Isteri, omit-
ting the full name of the wife concerned.

He also pointed out that if the wife is a
YB, then the husband is known as a YBhg,
and if the wife is a Tun then the husband
is a YABhg.

Replying to a question from the floor, he
said, removal or withdrawal of a title would
depend on the Sultan who conferred the
title to the person concerned, explaining
that it was not revoked based upon a con-
viction of an offence.

He also revealed that as long as some-
one is in the Cabinet, they cannot be con-
ferred any titles, citing the example of
Mentri Besars (MB) who are Tan Sris,
while the PM is just Dato Seri.

Head of Government or State like the
PM, MBs and Sultans, he said, are called
VVIPs, while those who hold ministerial
positions and lower are VIPs.

A minister will get to be ferried in a
Mercedes Benz 300 series, while deputy
ministers will get the Mercedes 200 series.

Speeches

O   n speeches, En. Hashim said, the
list of VIPs delivering them
should be limited to three peo-

ple, beginning first with the host of the
event and ending with the guest-of-honour.

The first speech should not exceed seven
minutes, the second about eight to 10 min-
utes, and the last speech which could be a
keynote address could stretch from the
normal 25 minutes to 60 minutes.

Salutations should also be limited to
three to four senior guests. The guest-of-
honour should not be lavished with praises
and there is no need to seek permission
before beginning a speech.

Ushers

U  shers of important functions, he
said, should be trained before
the event just in case guests ask

questions on the function itself, guest lists,
VIP seating arrangements and the like.

They should know their respective des-
ignated positions in the function area and
greet the guests properly when they arrive.

En. Hashim said the ushers must be al-
ways ready with the function’s programme
and remember never to outshine the
Datins in terms of dressing.
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"Reputation is what a

man's neighbours think

of him; character is

what a man is."

J. R. Miller in The Building
of Character (1975)

Dressing

En. Hashim had the Institute’s staff
in stitches when he related how
inappropriate dressing got the

organisers of an important function into
trouble.

“The waitresses wore cheongsam with
slits near to the waist. That night no one
was paying attention to our PM or the Mon-
golian PM. The next day a ‘love letter’ came
to us (complaining about the distraction
the slits caused),” he recollected.

He then explained in detail what can and
cannot be worn and, not surprisingly, the
list was much longer for women. The best
bet is to go for something official and de-
cent.

Being a day-long course, En. Hashim
spoke at length on many topics which cov-
ered everything from arrangement of flags,
how the national anthem should be played
at certain functions before certain digni-
taries and how to set up the stage and back-
drop of important functions.

“You will be surprised that the topic of
ser ving the right type of drink for the
guest-of-honour during his speech was so
important that it was discussed in Cabinet.”

“It has now been decided that mineral
water should be served to the guest-of-hon-
our during his speech and that it must be
a made-in-Malaysia brand,” he said.

En. Hashim, with his wit and humour,
kept the Institute’s staff attentive through-
out the session on a topic many would con-
sider dry and boring. His constant refer-
ences to past experiences, many of which
were funny, made the sessions lively and
easy to understand.
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With two months to go before

YAC 2000, the level of ex-

citement and activity is

bubbling beyond containment here at the

Institute! Being part of this pilot project is

one of the most challenging tasks that I

have been assigned to.

This is what being young is all about,

isn’t it? To seek challenges aiming to shape

and build up our skills and widen our ex-

periences. YAC 2000 offers the Institute’s

younger members — the fresh blood of

the accounting profession and nation —

to stand up and be counted, and face the

impending challenges of the 21st Century

head-on.

THINK BIG!
THINK CREATIVE!

This is the message that we want to

drive home to you in being The Archi-

tect of Your Organisation’s Future.

Who better to give you tips to power your

way through than the world’s authority on

creative thinking.

What about those who have been want-

ing to branch out on their own with the

dawn of the new millennium? Awaken

the Entrepreneur in You! Strike out

on your own, but do it knowing all the ups

and downs that await you once you are on

your own two feet.

Better yet, couple your existing academic

expertise with another by going for Your

Second Degree. After all, education may

have a beginning, but it has no end.

All said and done, the buzzword for the

21st Century’s borderless world seems to

Young Accountants Convention 2000
From the Organiser’s Desk – Insights on YAC 2000

be strategic alliances. Hear from the very

people who believe in out-sourcing and

partner-sourcing as a method of growth,

and become the Player in the World of

Strategic Alliances.

We have covered the bases on strategic

self-development. But wait! What about in-

formation technology that we cannot do

without in this day and age? Technology

Fascinates or Frustrates seeks to ana-

lyse if IT thrills or chills you.

If that is not enough to rattle you, then

Wake Up to Infotainment Today!

Days of watching the world develop

through the six o’clock news on television

are going to be a thing of the past. It’s a

whole new dimension of news by the

minute with your choice to select what you

want to see and hear. And who said busi-

ness couldn’t mix with pleasure?

And with all the new ways to obtain in-

formation, some days you just want to

scream Information @#*&%! Informa-

tion overload — are you suffering from it

and what do you do about it? Knowledge

management is the key, dear Watson!

And a final word on IT and you, sit in for

http://www.management_accounting.com

for the latest on management accounting

updates.

Armed with the best mix of knowledge

after YAC 2000, be assured that you will

continue to Climb the Corporate Lad-

der in Style, with the latest in grooming

tips from the trendiest and most well-

versed of advisors. You can even catch the

latest in fashion for men and women, with

some of the world’s most in-vogue design-

ers at the Fashion Extravaganza.

Looking good, and knowing that you are

good, can only get you so far. You need to

know how to Negotiate your Way to

Greater Heights to carry you over the

rest, and then truly be Living on the

Cutting Edge.

Did you know that takes a lot more than

just swirling the glass, sniffing the aroma

and taking a sip? Get Wise on Wine* by

knowing how to choose the right wine for

the right meal. For the more energetic ones,

pick up a step or two at our Sunset Salsa

and ‘sashay’ your way to a Latin beat.

We also promise to bring you an array

of side dishes and to make 24-25 March

2000 the first exciting and memorable

weekend of year 2000. So pick up your reg-

istration form today and sign yourself up

for the Young Accountants Convention

2000!

See you there, folks!

BY BARBARA ER

* Registration for this session is restricted to our non-
Muslim members only.
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If learning about the latest happenings
in the world of accountancy won’t mo-
tivate you enough to drop by the

Malaysian Institute of Accountant (MIA)
website, perhaps finding out the latest up-
dates on the Kuala Lumpur Stock Ex-
change (KLSE) would.

As a move to make the website more ap-
pealing and informative to members, the
Institute recently added a link to KLSE and
the Stock Exchange of Singapore (SES),
which gives a three-minute update.

From there, you can also find links to
other exchanges such as the Kuala Lumpur
Options and Financial Futures Exchange
(KLOFFE), Kuala Lumpur Commodities
Exchange (KLCE) and the Malaysian Mon-
etary Exchange (MME).

Once you are on the website which is
located at :

http://www.mia.org.my
you can also find out the latest news from
other parts of the world from links to BBC,
CNN, AP and many more foreign news
agencies. These links, like the links to the
exchanges, are located at the lower part of
the website.

You can find out how to convert currency
rates, plan your holiday from the year 2000
public holiday chart, find out whether it’s
time to hang the clothes out to dry from
the weather report link, or how to apply
for your free MIA-EON Bank Affinity Gold
Visa and MasterCard.

And you thought the MIA website is only
about Accountancy.

Well, its main thrust continues to be Ac-
countancy, but it has potential to become
more interactive, with your participation
that is. How?

A discussion area has been set up since
the website was launched in May last year,
Here, members can pose questions to gain
feedback from others. This can become
very interesting and interactive. Unfortu-

SURFING MIA
BY HAZEL ONG

nately, members have not tried to use it.
Probably, if it is a requirement to collect

PD points, then you will see the area bus-
tling with activity. Come on, use the dis-
cussion area, and who knows you may de-
velop a contact in the industry or make a
new friend.

You can even buy some of the Institute’s
merchandise, among which are ties, cal-
culator alarms, key chains, lapel pins, or-
ganisers, umbrellas and the 2000 Budget
Booklet from the E-Shop site.

Beginning with the January 2000 special
millennium issue, excerpts of interesting
articles from the Institute’s monthly jour-
nal Akauntan Nasional will be flashed over
the website.

Other oldies but goodies like online li-

brary materials and latest technical up-
dates available to members with passwords
are still available. Members or even the
public can also locate an accountant by his
name, his firm (audit or non-audit) and by
location (which State).

All you have to do is click ‘The Account-
ant’, then click ‘Classification’, and then
search by the respective demography.

For new members especially, apart from
the Members Induction Course, you can
learn about the Institute from the website.
You can even see photos of the Council
Members there.

News clippings on the Institute and soft
copies of the Akauntan Nasional are also
available online. So the next time you are
in cyberspace, remember to surf MIA.
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Unexpected But Happy Reunion
BY HAZEL ONG

Cik Mai Awanis Jurij, one of the
participants who attended MIA’s

Member Induction Course. She made
new friends who have agreed to join

her in future MIA courses.

Unexpected reunion … Former
Universiti Utara Malaysia (UUM)
undergraduates catching up on lost
time at MIA’s Member Induction
Course last December. From left to
right : Mr. K. Ganesan, Ms. Yvonne Yee
and Ms. Yvonne Chong

It was more than an induction course
for three former Universiti Utara Ma-
laysia (UUM) Accountancy under-

graduates who turned 21 December 1999
into an unexpected reunion.

Ms. Yvonne Yee and Ms. Yvonne Chong,
who were friends since university days,
were pleasantly surprised, as they had not
met since their graduation three years ago.

“I didn’t expect to see her here today.
We met in the university and became good
friends, but somehow lost touch when we
parted. It’s great to meet friends here
again,’’ said Ms. Yee who was having lunch
with Ms. Chong, while catching up on lost
time.

Also joining the duo for lunch was Mr.
K. Ganesan, another UUM Accountancy
undergraduate who did not know the girls
when they were in the university, but had
worked with Ms. Chong after they gradu-
ated.

“We were colleagues when we worked
in our first firm. Last year, both of us left
for different firms and did not expect to
see each other again. Now I meet her here.
This course is good for such (unexpected)
reunions, since all of us now lead busy lives
and have no oppor tunity to meet old
friends,’’ Mr. Ganesan added.

Besides that, Mr. Ganesan said the in-
duction course was good as it kept Ac-
countancy graduates updated on recent de-
velopments such as the Institute’s website
and the new proposals to the Ministry of
Finance.

The trio said they did not expect to meet
each other because they found out that
many of their friends from UUM had at-
tended the first induction course three
days earlier (18 December 1999).

They were among the 92 participants
who attended the course, which was part
of an initiation programme before becom-
ing new members of the Malaysian Insti-
tute of Accountants (MIA).

The course was started as the Institute’s
Council discovered that many new mem-
bers did know much about the Institute’s
functions or the latest local developments
within the profession.

During the day-long course, would-be
members were given an overview of the
Institute’s functions and the Accountancy
profession in general, by-laws on Profes-
sional Conduct and Ethics and Accounting
and Auditing Standards.

They were also forewarned of how trade
liberalisation would mean competing with
Accountants from other countries, while
keeping up with other changes such as har-
nessing Information Technology and being
a business advisor in a management team.

The first induction course saw a turn up
of 82 participants.

While three friends reunited, Ms. Mai
Awanis Jurij and Ms. Yeoh Sung Sung be-
came new friends. They hit it off really well,
as both discovered they were studying
nearby during their university days.

“I was in Universiti Islam Antarabangsa
and she was in Universiti Malaya, which is
along the same road,’’ said Ms. Mai, while
Ms. Yeoh added : “We found out we have
so much in common, we used to eat at the
same stalls and shop during the Tuesday
pasar malam.’’

Both ladies added they would make fu-
ture appointments to attend MIA courses
together.
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They also made friends with Ms. Ng
Yin Ping, another participant. The three
ladies found that they would prefer
courses to be held in the afternoon in-
stead.

Ms. Ng said this was because it was dif-
ficult to get bosses to allow staff to go for a
full day or weekend courses, as special per-
mission was required.

Ms. Yeoh added that the Melia Hotel was

not such a suitable location as the traffic
congestion was bad.

“I hope in future, courses can be held in
a hotel that is near an LRT station,’’ she
said.

‘Engelbert Humperdinck’ at East
Coast Branch Annual Dinner

Mr. Wong Seng Chong, East Coast Branch Chairman, presenting a souvenir to
the guest-of-honour, Dato’ Paduka Ibrahim Ali (left)

VIP table from left to right : Mr. Wong Seng Chong; Dato’ Paduka Ibrahim Ali;
Dato’ Hanifah Noordin, MIA President and Mr. Soon Kwai Choy

New Kuching and
Kota Kinabalu
Branch Offices

In December last year, the Sarawak
and Sabah branch offices moved into
new and bigger premises in Kuching
and Kota Kinabalu respectively.
The branch addresses and contacts
are as follows :

MIA SABAH BRANCH

Lot 6, 2nd Floor, Block A

Damai Point Commercial Centre

Off Jalan Damai, Luyang

88300 Kota Kinabalu

Sabah

Tel : 088-261 291

Fax : 088-261 290

MIA SARAWAK BRANCH

1st Floor Ultimate Professional Centre

16 Jalan Bukit Mata Kuching

93100 Kuching

Sarawak

Tel : 082-418 427

Fax : 082-417 427
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About 350 accountants, clients and
friends attended the Institute’s
East Coast branch annual dinner

in Kota Bharu on 24 September 1999.
Some of them came as far as Kuantan and

Terengganu for the dinner which was held
at the Diamond Puteri Hotel, but their efforts
were not wasted as they were entertained
by the ‘Malaysian Engelbert Humperdinck’
who gave a superb performance.

The guest-of-honour was YBhg Dato’
Paduka Ibrahim Ali, then Deputy Minister
in the Prime Minister’s Department. Insti-
tute President YBhg Dato’ Hanifah Noordin
also graced the occasion. Others present in-
cluded Vice President, Mr. Soon Kwai Choy,
Branch Chairman, Mr. Wong Seng Chong
and Council member, Mr. Daniel Chian.

The evening ended with a lucky draw
with hampers donated by Mr. Wong and
10 ‘Mr. Accounting’ accounting packages
donated by Mysoft Sdn Bhd.
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Sabah branch committee members (led by Branch Chairman Mr. Michael Tong)
visited the office of LOFSA and were briefed on the available investment opportunities.

They were also shown around one of the Offshore Trust Companies.
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Those present were briefed on the
development of Labuan as an In-
ternational Offshore Financial

Centre, as well as the functions of LOFSA.
In particular, the committee was enlight-

ened on the opportunities available to
Malaysian citizens in setting up offshore
companies in Labuan. They were told that
Malaysian corporations and individuals
were now able to own Labuan Offshore
companies :

● To carry on ‘out-out’ businesses which are
business transactions that do not involve
Malaysian individuals and corporations.

● To carry on leasing activities with
Malaysian corporations if the value of
the leased item is of at least RM5 mil-
lion and the transactions are in foreign
currency. (Residents must receive prior
approval from Bank Negara Malaysia to
issue foreign currency bonds.)

● In setting up Labuan SPV (Special Pur-
pose Vehicle) to issue foreign currency
bonds. (Residents must receive prior ap-
proval from Bank Negara Malaysia to
issue foreign currency bonds.)

● As a captive insurance company in
Labuan.

The procedures in setting up Labuan off-
shore companies and the registration and
licensing of Labuan Offshore Banks and
insurance companies were also touched on.

At the same briefing, the committee was
honoured to have the presence of the Chief
Administrator of Labuan YBhg. Dato’
Muhammad Mohd. Noor who gave his in-
sight on the future infrastructural develop-
ment of Labuan.

They were told of multi-million dollar
projects such as the :

• sea-sport centre.

• integrated port.

• new airport.

• landscaping of the whole of Labuan to
turn it into a garden city.

LOFSA will be requested to take part in the
National Accountants Update Conference to
be held in Sabah from 10-12 November 2000.

Sabah Branch Visits LOFSA
The MIA Sabah Branch Commit-
tee visited the Labuan Offshore
Financial Services Authority
(LOFSA) on 19 November 1999.
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Sarawak Branch Activities

The Sarawak
B r a n c h
Chairman

and Council Mem-
ber YB Peter
Nansian briefed the
Sarawak branch
members on 18 De-
cember 1999 in the
branch conference
room. He encour-
aged members to
be more proactive
and participate in
MIA activities organised by the branch. He said members should be responsible for pro-
jecting, promoting and profiling the role of Accountants.
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MIA Year 2000
Annual Subscription

for all students registered under the MIA/ACCA Collaboration Scheme

The MIA Year 2000 Annual Subscription was due on 1 January 2000 and the
amount due is RM70-00.

An invoice will be despatched to all students from mid-December 1999.  Should
you not receive the invoice, you can still make your payment by writing your
name and student registration number behind your cheque or Bank Draft/money
order/postal order and quote payment of ‘Annual Subscription Year 2000’.  All
payments must be made payable to ‘Malaysian Institute of Accountants’ and
sent to :

Malaysian Institute of Accountants

Examinations Department

Dewan Akauntan, 2 Jalan Tun Sambanthan 3

Brickfields, 50470 Kuala Lumpur

All payments must reach the Institute by 31 March 2000.  Cash is acceptable if
payment is made in person at our Examinations Department.

For further information, please contact the Examinations Department :

Tel : 03-2274 5055, Fax : 03-2273 7533 or
e-mail : education@mia.org.my

SEVEN STEPS TO
SETTING GOALS

1 Write specifically what
you want.

2 List all the benefits and
reasons for achieving that
goal.

3 List what you would lose
if you don't follow
through.

4 Write about your strategy
and plan of action.

6 Write down your mile-
stone goals.

7 Set a deadline.

Source :  Mr. Adam Khoo
I am Gifted So Are You (1998).
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Background

Malaysia is represented by two of

MIA’s Council Members, Mr.

Tay Beng Wah as a Representa-

tive and Mr. Yue Sau Him as Technical Ad-

viser, in the IFAC’s FMAC, which has as

its mission :

● To encourage, amplify and supplement

programmes that focus on the financial

and management accountant as con-

ducted by IFAC member bodies to :

n provide for the development and sup-

port of such professionals.

n build public awareness, understanding

and demand for their services.

● To provide an international forum for

exchange of information regarding cur-

rent developments and emerging issues

that shape the management accounting

profession.

To achieve this mission, the FMAC has

put in place a Research Grant Programme

aimed at assisting researchers in develop-

ing countries in order to encourage them

to undertake research that is relevant to

accountants in business and specific areas

of advancing management accounting.

The programme identifies and provides

financial support for research on signifi-

cant management accounting issues and

trends in good practice. It offers applicants

US$5,000.00 and the subject for year 2000

is :

The State Of Management

Accounting In Countries In

Transition From A Planned

Or Controlled Economy

To A Market-Based Model

The deadline for submission of proposals

is 1 March 2000. The intent of the research

is to discover what changes are underway

along with case studies describing local prac-

tices, rather than paraphrasing management

accounting tools and techniques commonly

used in the Western world.

1999 winners were Dr. Robertine A.

Chaderton (St. Kitts, West Indies) for a

project titled “The Use of Management Ac-

counting Information in Manufacturing

Companies in the Caribbean” and Dr.

Mohammad Adam Baker (Selangor, Ma-

laysia) for “The Application of Manage-

ment Accounting Techniques in Develop-

ing Countries : The Case of Malaysian

Manufacturing Industry”.

Rationale for Subject
Selection

O ver the past ten years, many

countries in Eastern Europe,

Central and South America, Africa

and Asia have eliminated or reduced the pro-

tection of government controls or planned

economies to let businesses face open com-

petition in a market-based global economy.

Management accounting and the work

of accountants cannot be unaffected by
such a major development; hence, the de-

cision of the IFAC’s FMAC to direct its Re-
search Grant Programme for the year 2000

to the issues raised by such a transition.
It is the mission of the FMAC to support

the development of the managerial aspects of
the profession, which are critical for the fu-

ture of accountants in industry, commerce or
government as much as it is for accountants

in private practice. Over half of the world
economy is in some form of transition towards

open markets. New and original issues appear
for accountants that need to be addressed in

the working agenda of the Committee. The
purpose of the research grant is to help the

FMAC identify and promulgate possible best
practices, understand where additional work,

in whatever form, is needed to support ac-
countants and help smooth the transition, and

operate as a clearing house for ideas and prac-
tices that will benefit all accountants.

Applications

Members who wish to apply are ad-
 vised to visit the IFAC’s web site

 at http://www.ifac.org/Commit-
tees/FMAC for further information. Alter-

natively, you may call Encik Azmeer Mohd
Rawi at 03-22745055 ext. 349 for copies of

the research.
Please note that final applications must

be received by 20 February 2000. The
application should be sent to :

Mr. V. Jegatheesan
Chief Operating Officer

Malaysian Institute of Accountants
Dewan Akauntan

2 Jalan Tun Sambanthan 3
Brickfields, 50470 Kuala Lumpur

Y E A R  2 0 0 0  F I N A N C I A L  A N D  M A N AG E M E N T
AC C O U N T I N G  C O M M I T T E E  ( F M AC )  R E S E A R C H  G R A N T

Invitation for Year 2000 FMAC
Research Grant Programme

The Institute wishes to inform members that the Financial and
Management Accounting Committee (FMAC) of the International
Federation of Accountants (IFAC) is calling for applicants for the
above Research Grant Programme.
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Board Meeting Highlights

The IASC Board meeting in Amsterdam, the Netherlands on
13-16 December 1999 :

n Resolved unanimously to support the Report of the Strat-
egy Working Party, which proposes a new structure for
IASC. The Board approved a resolution supporting the
proposed new structure at its November 1999 meeting.

n Appointed the Nominating Committee that will be respon-
sible for appointing the initial Trustees under the new
IASC structure.

n Approved SIC Interpretations SIC-17, Equity — Costs of
an Equity Transaction, and SIC-18, Consistency — Alter-
native Methods (see ‘News from the SIC’, October 1999).

n Reached agreement on the principles to be included in an
International Accounting Standard on Investment Property.

n Discussed the projects on Financial Instruments and Re-
porting Financial Performance.

Strategy Working Party

The Board resolved unanimously that it supports the Report
of the Strategy Working Party, “Recommendations on Shap-

ing IASC for the Future” and recommends that the resolutions for
constitutional change be prepared based on the Report.

The new structure was outlined in IASC Update, November 1999.

Nominating Committee

The Board approved the Nominating Committee that will be
responsible for appointing the initial Trustees under the pro-

posed new structure.
The members of the Nominating Committee are :

n Dr. Karl H. Baumann, Chairman of the Supervisory Board,
Siemens AG, and Deputy Chairman of DRSC (German
national accounting standards setter).

n Mr. James E. Copeland, Jr. Chief Executive Officer,
Deloitte Touche Tohmatsu.

n Mr. Howard Davies, Chairman, UK Financial Services Au-
thority.

n Mr. Arthur Levitt, Jr. Chairman, US Securities and Ex-
change Commission.

n Mr. Michel Prada, Chairman, French Commission des Op-
erations de Bourse.

n Mr. Andrew Sheng, Chairman, Hong Kong Securities and
Futures Commission.

n Mr. James D. Wolfensohn, President, The World Bank.

Reporting Financial Performance

The Board discussed preliminary response received to the G4+1
Position Paper, “Reporting Financial Performance”, which

was issued for comments in August 1999.
The Board expressed support for the establishment of a new

Steering Committee, which will investigate the issues and pre-
pare a Draft Statement of Principles.

Financial Instruments

The Board discussed a progress report from the Joint Work-
ing Group (JWG) on Financial Instruments. The Board dis-

cussed desegregating financial income risk and issues associated
with measurements of financial instruments at fair value.

Investment Property

The Board reached agreement on the content of an Interna-
tional Accounting Standard on Investment Property to be ef-

fective 1 January 2001. At its next meeting on 13-17 March 2000,
the Board will consider a final text of the Standard.

The Board agreed that the Standard should permit enterprises
to choose between a fair value model and a cost model. The fair
value model is the model proposed in E64 : investment property
should be measured at fair value and changes in fair value should
be recognised in the income statement.

The cost model is the benchmark treatment in IAS 16, Property,
Plant and Equipment: investment property should be measured at
depreciated cost (less any accumulated impairment losses).

An enterprise that chooses the cost model should disclose the
fair value of its investment property. This is the first time that the
Board has introduced a fair value accounting model for non-fi-
nancial assets. The comment letters on E64 showed that although
many support this step, many others still have significant concep-
tual and practical reservations about extending a fair value model
to non-financial assets. Also, some enterprises feel that they oper-
ate in property markets that are not yet sufficiently mature for a
fair value model to work satisfactorily.

For those reasons, the Board believes that it is impracticable,
at this stage, to require a fair value model for investment prop-
erty. At the same time, the Board believes that it is desirable to
permit a fair value model and for certain property markets achieve
sufficient maturity.

An enterprise should apply the model chosen to all its invest-
ment property. A change from one model to the other model
should be made only if change will result in a more appropriate
presentation of events or transactions. The Standard will state that
this is highly unlikely to be the case for a change from the fair
value model to the cost model.

There is a rebuttable presumption that an enterprise can deter-
mine the fair value of investment property reliably on a continu-
ing basis. However, in exceptional circumstances this is not so, in
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which case the enterprise should measure investment property
using the benchmark treatment in IAS 16 until disposal of the
investment property.

The other main changes from E64, Investment Property is as
follows :

n The Standard will include expanded guidance on the determi-
nation of fair value.

n Investment property under construction should be covered by
IAS 16 and measured at cost. E64 proposed that investment
property under construction should be measured at fair value.

n When it is not clear whether a property meets the definition
of an investment property, an enterprise should designate the
property on initial recognition as owner-occupied property
(covered by IAS 16) or investment property. A property ini-
tially designated as investment property should not be reclas-
sified subsequently as owner-occupied property unless there
is a change in use.

n Land that is held for an undetermined future use should be
classified as investment property, unless none of the potential
future uses satisfy the definition of investment property.

n Owner-occupied property (covered by IAS 16), includes inter
alia property held for future use as owner-occupied property
held for future development and subsequent use as owner-
occupied property, property occupied by employees (whether
or not the employees pay rent at market rates) and owner-
occupied property awaiting disposal.

n The Standard will state explicitly that the fair value of invest-
ment property is not reduced by transaction costs that may
be incurred on sale or other disposal.

n The Standard will state, consistent with IAS 16, that the cost
of an investment property is not increased by start-up costs,
initial operating losses incurred before the investment prop-
erty achieves the planned level of occupancy or abnormal
amounts of wasted material, labour or other resources in-
curred in constructing or developing the property.

n New disclosures requirements will include a description of
whether market evidence was available to support the deter-
mination of fair value, a separate reconciliation under the fair
value model of investment property that is carried on depre-
ciated cost basis in exceptional cases when fair value is not
reliably determinable and disclosures of rental income and
net operating expenses.

n The Board agreed to delete the requirement proposed in E64
to disclose the carrying amount of unlet or vacant investment
property.

n The effect of adopting the Standard on its effective date (or
earlier) should be reported as an adjustment to the opening
balance retained earnings for the period in which the Stand-
ard is first adopted. An enterprise will be encouraged, but not
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required, to adjust the opening balance of retained earnings
for an earlier period presented and to restate comparative in-
formation, if fair values had previously been disclosed in fi-
nancial statements or other publicly available documents. E64
proposed that there should be no specific transitional require-
ments. Meanwhile, IAS 25, Accounting for Investments, will
be withdrawn after approval of the final Standard.

I A S C  U P DAT E
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New IFAC Guidance
Focuses on Making the
Most of IT Investments

T he International Federation of Accountants (IFAC) is the
worldwide organisation for the accountancy profession.
Its mission is to develop and enhance the profession to

enable it to provide services of consistently high quality in the
public interest.

We wish to inform that the IT Committee of IFAC has recently
released exposure drafts of three documents, for comments :

 1 Acquiring Information Technology
Provides executives with a framework for a structured acqui-

sition process to help them generate sufficient support for the
acquisition and to ensure that there are no major omissions from
a business, technical or legal standpoint.

 2 Implementation Of
Information Technology Solutions
Outlines the key factors pertaining to successful IT implemen-

tation and defines the roles and responsibilities of management
in maintaining control over the quality and cost of the project
throughout its implementation life cycle.

 3 IT Delivery and Support
Focuses on how to build a technology infrastructure that is

responsive to the needs of both management and customers. It
also points out how management and staff functions can be struc-
tured to ensure the effective delivery of IT services.

The exposure drafts are viewable on IFAC’s web site at : www.ifac.
org/StandardsAndGuidance/OutstandingExposureDrafts.

MIA members are invited to submit their comments on the
above documents to IFAC by 31 March 2000. Comments may
also be e-mailed to EDComments@ifac.org or faxed to 1-212-
286-9570.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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HOW TO BECOME A MEMBER OF THE

MALAYSIAN INSTITUTE OF TAXATION

Benefits and Privileges of
Membership

The principal benefits to be derived from mem-
bership are :

1 Members enjoy full membership status and
may elect representatives to the Council of the Institute.

2 Status attaching to membership of a professional body deal-
ing solely with the subject of taxation.

3 Supply of technical articles, current tax notes and news from
the Institute.

4 Supply of the Annual Tax Review, together with the Finance Act.

5 Opportunity to take part in technical and social activities or-
ganised by MIT.

Qualification Required For Membership
 There are two classes of members, namely, Associate Mem-

bers and Fellows. The class to which a member belongs is herein
referred to as his status. Any Member of MIT so long as he re-
mains a Member may use after his name in the case of a Fellow,
the letters FTII and in the case of an Associate, the letters ATII.

Associate Membership
1 Any person who has passed the Advanced Course examination

conducted by the Department of Inland Revenue and who has
not less than five years practical experience in practice or em-
ployment relating to taxation matters approved by the Council.

2 Any person whether in practice or in employment who is an
advocate or solicitor of the High Court of Malaya, Sabah and
Sarawak and who has had not less than three years practical
experience in practice or employment relating to taxation
matters approved by the Council.

3 Any Registered Student who has passed the examinations
prescribed (unless the Council shall have granted exemptions
from such examinations or parts thereof) and who has had not
less than five years practical experience in practice or employ-
ment relating to taxation matters approved by the Council.

4 Any person who is registered with MIA as a Registered Ac-
countant and who has had not less than two years practical
experience in practice or employment relating to taxation
matters  approved by the Council after passing the examina-
tion specified in Part 1 of the First Schedule or the Final Ex-
amination of The Association of Accountants specified in Part
II of the First Schedule to the Accountants Act, 1967.

5 Any person who is registered with MIA as a Public Accountant.

6 Any person who is registered with MIA as a Licensed Account-
ant and who has had not less than five years practical experi-

ence in practice relating to taxation matters ap-
proved by the Council after admission as a li-
censed accountant of the MIA under the Account-
ants Act, 1967.

7 Any person who is authorised under sub-sec-
tion (2)/(6) of Section 8 of the Companies Act, 1965 to act as
an approved company auditor without limitations or conditions.

8 Any person who is granted limited or conditional approval
under sub-section (6) of Section 8 of the Companies Act, 1965
to act as an approved company auditor.

9 Any person who is an approved Tax Agent under Section 153
of the Income Tax Act, 1967.

Fellow Membership

1 A Fellow may be elected by the Council provided the appli-
cant has been an Associate Member for not less than five years
and in the opinion of the Council he is a fit and proper person
to be admitted as a Fellow.

2 Notwithstanding, Article 8(1) of the Articles of Association, the
First Council Members shall be deemed to be Fellows of MIT.

Application of Membership

Every applicant shall apply in a prescribed form and pay pre-
scribed fees. The completed application form should be returned
accompanied by :

1 Certified copies of :

a) Identity Card.

b) All educational and professional certificates in support of
your application.

2 Two identity card-size photographs.

3 Fees :
Fellow Associate

(a) Admission Fee : RM300 RM200

(b) Annual Subscription : RM145 RM120

Every member granted a change in status shall thereupon pay
such additional fees for the year then current as may be prescribed.

The Council may at its discretion and without being required
to assign any reason reject any application for admission to mem-
bership of the Institute or for a change in the status of a Member.

Admission fees shall be payable together with the application
for admission as members. Such fees will be refunded if the appli-
cation is not approved by the Council.

Annual subscription shall be payable in advance on and there-
after annually before 31 January of each year.
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Incorporation
and Aim

The Malaysian Asso-
ciation of Accounting
Administrators (MAAA)
was incorporated in
1990 with limited liabil-

ity under Section 16(4) of the Companies Act,
1965 in recognition of the two-tiered nature of the
accountancy profession. MAAA (previously
known as Malaysian Association of Accounting
Technicians) is a company sponsored by the
Malaysian Institute of Accountants (MIA).

Main Objectives
• To provide a qualification to be known as Ac-

counting Technicians/Administrators for per-
sons employed on duties customarily under-
taken by assistants to accountants registered
with the MIA.

• To provide an organisation and membership
for such persons who are desirous of acquir-
ing such qualification and persons who are
granted such qualification.

• To promote in the public interest the techni-
cal competence of such persons engaged in
positions and performing the functions of
accounting technicians/administrators.

Council Members (1999/2000 Term)
Elected Members
En. Izhar Abd Kahar (President)
Mr. Koo Yew Fook, Allan (Vice President)
Mr. Chin Wah Yin
En. Hanapi Rasol
En. Kasim Darus
Mr. Lim Ah Leck
Mr. Low Han Men, Aric
Mr. Mahadevan s/o Gengadaram
Mr. Mok Kam Seng
Mr. Panneer Selvam
YM Raja Noorhana bt Raja Harun
Mr. Yong Yoon Kee

MIA Nominated Members
Mr. Chian Ngook For, Daniel
Mr. Lam Kee Soon
Mr. Yue Sau Him

Secretariat Office
Malaysian Association of Accounting Administrators
Dewan Akauntan, 2 Jalan Tun Sambanthan 3,
Brickfields, 50470 Kuala Lumpur.
Tel : 03-2274 5055 or Fax : 03-2274 1783
e-mail : maaa@mia.org.my
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MALAYSIAN ASSOCIATION
OF ACCOUNTING ADMINISTRATORS

E D I T O R  F O R  M A A A  N E W S  :  M R . L O W  H A N  M E N ,  A R I C

DEVELOPMENTS IN MAAA

Tea Talks
The first in the series of Tea Talks was held on 21 January 2000, which was a talk

on Team Building — Make Your Team a Winner by Ms. Regina Morris. We
will highlight more on the talk in the next issue of the MAAA News. Meanwhile,
members are reminded that the next two talks will be as follows :

Forthcoming Tea Talks :

n Public Speaking — What it Really Takes to be a Good Speaker
24 March 2000 (by Rayhel M. Mathews)

n Management & IT — Heading Towards the New Millennium
27 April 2000 (by V. Mahendran)

The tea talks will allow members to not only interact will fellow members who
share a common profession, but more importantly provide the opportunity for them
to enhance their skills and knowledge, that may be essential in their profession as
Accounting Administrators and Technicians.

For enquiries on the Tea Talks, please contact the MAAA Secretariat.

National MAAA Conference
The National MAAA Conference will be held sometime in March 2000, with the

theme, Meeting the Challenges of New Technologies and The Regulatory
Framework. Among the proposed topics are ‘Accounting Competencies in the Net-

work Environment’; ‘Current Issues in Taxation’; ‘New Regulatory Framework in

Malaysia – Compliance’ and ‘Corporate Governance.’

Membership Drive in Johor
Council members of MAAA, will be in Johor Bahru between 2 pm and 5 pm on 23

January 2000, at Eden Garden Hotel for a membership drive. Members of the Coun-
cil, including the President and Vice President, are expected to be present. We en-
courage members in Johor to attend this function, as it will provide opportunities for
members to meet Council Members and to learn first-hand the latest developments
of the Association. We hope members will also bring along their friends and col-
leagues, who are interested in becoming MAAA members. For more information,

please contact the MAA Secretariat. We wish to take this opportunity to thank Council
Member Mr. Lim Ah Leck, who is based in Johor, for assisting the Association in co-
ordinating the function.

Annual Subscription
As members are aware, the annual subscription fee was due on 1 January 2000.

Members are reminded to make payment as soon as possible. For members’ con-
venience, the annual subscription fees are as follows :

• Accounting Administrators …. A. Adm. RM150.00

• Associate Accounting Technicians …. AAT (M) RM100.00

Cheques/Postal Orders/Bank Drafts are to be made payable to “Malaysian
Association of Accounting Administrators.”




